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12 A World Bank report issued in 2015 indicated that Lebanon has been losing 9% of its GDP 

annually since 1991, which cumulatively constitutes half of its GDP potential up to the date 
of the report’s issuance. 
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Mandate, independence and cooperation (CP 1–3) 

17. A review of primary banking legislation is overdue, with extensive reliance on secondary 

legislation leading to a complex patchwork of regulation. Acknowledging the difficulty 

created by the political situation, reforms (and subsequent periodic reviews) should be 

prepared for when opportunity arises, with the overall objective being to establish a more 

cohesive body of banking legislation that provides for greater precision and consistency. 

18. The BCC has unrestricted access to banks’ debtor accounts, but information on the names 

of individual depositors is beyond its reach due to banking secrecy legislation. While the 

BCC’s senior management is of the view that this does not pose meaningful restrictions on 

prudential supervision, taking into account the ability to gather information on an aggregate 

basis (e.g., on deposit amounts by brackets, country of residence, maturity structure, and 

aggregate inflows and outflows), the lack of full access hinders prudential supervision (e.g., 

in-depth understanding and monitoring of funding structure) and is not in line with 

international best practices and, hence, should be reconsidered. It is noted though that this 

constraint does not apply to the AML/CFT regime, as the SIC is not bound to banking 

secrecy when discharging its duties. 

19. A thorough review of supervisory resources as a first step toward building further 

capacity appears warranted. Increased complexity of financial services, more demanding 

international standards for supervisory effectiveness and a broadening of the BCC’s 

responsibilities (now also including nonbank financial institutions and aspects pertaining to 

consumer protection) have stretched the BCC’s capacity. 

20. There is no legal protection for BCC staff. While BCC’s senior management reports the 

entire absence of lawsuits against the supervisor and its staff for actions taken and/or 

omissions made while discharging their duties, it is not acceptable—and not in keeping with 

international best practice—that a supervisor have exposure to any such eventuality. 

21. Coordination and the avoidance of regulatory and supervisory gaps is facilitated through 

the governor presiding as chairman of the BdL’s Central Council and its HBC, and as 

chairman for each of the SIC and the CMA. In addition, the BCC chairman is a member of 

both the SIC and the CMA and formally presents the BCC’s recommendation to the HBC for 

supervisory action on a registered bank, when judged necessary. While such a coordination 

mechanism appears to work in Lebanon, it may be argued that it does so overwhelmingly 

because the office of the governor is its nodal point. 

22. While instruments for cooperation and collaboration, such as MOUs, are in place, 

Lebanon’s Law of 03SEP56 “On Banking Secrecy” reduces their practical effectiveness 

compared to other jurisdictions. In addition, there have occurred instances where either an 

MOU (or informal arrangements) has not been set in place for the advantage of BCC/BdL or 
where an MOU that was already in place has proved inoperative in an important particular. 


