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Lebanon Crisis Analytics Team
January Crisis Update

The Monthly Lebanon Crisis Update provides an overview of economic and
political developments to alert the international aid response to new and emerging
challenges that could impact the humanitarian situation in Lebanon. In the context
of the multiple crises affecting Lebanon, the update tracks the impact of political
developments on the economy, relevant international developments, updates on
service delivery and governance issues, and analysis of the drivers of humanitarian
need as they develop. The report also aims to provide nuanced forecasting on
contextual shifts relevant to shifting needs and the implementation of humanitarian
programming. The report draws upon a desk review of currently available literature,
analysis of relevant quantitative data, and key informant interviews with a range of
experts and individuals with knowledge of Lebanon’s economy.

The Lebanon Crisis Analytics Team (LCAT) provides reactive and in-depth context
analysis to inform the aid community in Lebanon. The information and analysis
contained in this reportis therefore strictly to inform humanitarian and development
actors and associated policymaking on Lebanon.

This study/report is made possible by the support of the European Union Humanitarian Aid. The
contents of this report are the sole responsibility of the LCAT and do not necessarily reflect the
views of the European Union.
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Key Takeaways: )

« Lebanon is approaching a critical juncture as the Council of Ministers pushes to expand
disarmament north of the Litani River. While the Lebanese Armed Forces (LAF) completed this
process south of the Litani, Hezbollah continues to reject nationwide disarmament, citing Israel’s
ongoing military operations and occupation of Lebanese territory. Israel has intensified its strikes
in areas slated for the second phase of disarmament, though large-scale escalation in the short
term remains unlikely.

« The Israeli military launched 138 airstrikes and 58 quadcopter attacks in January, the highest
monthly total for each in a single month since the Cessation of Hostilities (CoH) came into effect
on November 27, 2024. Israeli forces are increasingly targeting residential buildings, civilian
infrastructure, construction equipment, and individuals allegedly linked to Hezbollah in areas
beyond the immediate border zone. Israeli military action continues to stall reconstruction and
deter resident returns; there were 64,417 internally displaced persons (IDPs) in Lebanon as of
October 3, 2025.

« Lebanon’s parliament passed the 2026 Budget Law on January 29. Forecast revenues are 20%
higher compared to the previous budget, though critics point out that it does not contain
significant reforms. Revenues will be largely allocated to current spending, with only 10-11%
earmarked for long-term investments and recovery projects.

« Severe storms in January laid bare infrastructure and flood-management failures in northern
Lebanon, with the flooding of the Kabir River causing widespread damage and displacing
vulnerable local communities. Flooding destroyed the Arida bridge, the only legal crossing
with Syria in the north, which disrupted supply chains in the north and further marginalized
the area. While the Ministry of Agriculture has ordered damage assessments and issued appeals
for support, the destruction underscores the dangers posed by poorly maintained public
infrastructure.

« The Council of Ministers approved a plan to transfer Syrian inmates in Lebanese prisons to
their home country in late January, the result of months of negotiations between Damascus
and Beirut. Only days before the agreement was reached, Lebanese inmates at Roumieh prison
went on a hunger strike, claiming the bilateral agreement was unfair to Lebanese prisoners amid
overcrowding, poor medical care, and trial postponements. Families of Lebanese detainees warn
that the protests may escalate in the near term if the state does not take swift action to address
their grievances.
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2026

JANUARY

The Central Bank issues Basic
Circular 1 to regulate electronic
payment service providers

Judicial assistants go on strike
demanding higher wages

The Beirut Court of First Instance
fines Ministers Ali Hassan Khalil and
Ghazi Zaiter for obstructing the 2020
Beirut port blast investigation

The Israeli military bombs southern
Lebanon, forcing nearly 50 people
from their homes

The World Bank approves 350 million
US dollars in loans to support the
digitization of public services and
the expansion of social safety nets

The parliament adopts the 2026
Budget Law

The Council of Ministers approves a
plan to transfer some Syrian
inmates in Lebanese prisons to their
home country

FEBRUARY

MP Adib Abdel Massih shares with
local media his proposed law to delay
elections and extend parliament's
mandate by up to one year
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Conflict Updates:

Lebanon is entering a pivotal
period after the LAF announced on
January 8 that it had completed its
efforts to disarm Hezbollah south
of the Litani River." International
pressure for the Lebanese state
to expand disarmament north
of the Litani continues, despite
Hezbollah’s opposition. Meanwhile,
Israel has steadily increased its
military pressure, conducting its
highest number of airstrikes in a
single month since the CoH came
into effect, focusing on the area
between the Litani and Awali
rivers — which is next in line for
disarmament.
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Figure 1: A heatmap of 795 Israeli strikes north of the Litani since the
start of the CoH on November 27, 2024 through January 2026.

' Lebanese Armed Forces, Ml pox) izl dhs e Jolll dls el slaal giéi January 8, 2026



https://lebarmy.gov.lb/ar/content/%D8%AA%D8%AD%D9%82%D9%8A%D9%82-%D8%A3%D9%87%D8%AF%D8%A7%D9%81-%D8%A7%D9%84%D9%85%D8%B1%D8%AD%D9%84%D8%A9-%D8%A7%D9%84%D8%A3%D9%88%D9%84%D9%89-%D9%85%D9%86-%D8%AE%D8%B7%D8%A9-%D8%A7%D9%84%D8%AC%D9%8A%D8%B4-%D9%84%D8%AD%D8%B5%D8%B1-%D8%A7%D9%84%D8%B3%D9%84%D8%A7%D8%AD
https://lebarmy.gov.lb/ar/content/%D8%AA%D8%AD%D9%82%D9%8A%D9%82-%D8%A3%D9%87%D8%AF%D8%A7%D9%81-%D8%A7%D9%84%D9%85%D8%B1%D8%AD%D9%84%D8%A9-%D8%A7%D9%84%D8%A3%D9%88%D9%84%D9%89-%D9%85%D9%86-%D8%AE%D8%B7%D8%A9-%D8%A7%D9%84%D8%AC%D9%8A%D8%B4-%D9%84%D8%AD%D8%B5%D8%B1-%D8%A7%D9%84%D8%B3%D9%84%D8%A7%D8%AD
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The Lebanese state is preparing to move to the next stage of Hezbollah’s disarmament?
with the Council of Ministers tasking the LAF with preparing a disarmament plan by early
February for the area between the Litani and Awali rivers.? The government - which includes
ministers affiliated with Hezbollah and its ally the Amal Movement - must first approve
the plan. Throughout the month, Prime Minister Nawaf Salam expressed his support for
moving forward with disarmament,* and on January 11, President Joseph Aoun called on
Hezbollah to “show reason” on the disarmament issue,” sparking political tensions between
the president and the party.® While Hezbollah has implicitly accepted its disarmament
south of the Litani River, it has rejected disarmament elsewhere, calling first for a full Israeli
withdrawal from the occupied hilltops, a halt to all Israeli military action in Lebanon, and a
national dialogue over a country-wide defense strategy.’

The US has continued to pressure Lebanon to expedite the disarmament process. On
January 12, US Ambassador to Lebanon Michel Issa said that a timetable for the second
stage of disarmament was of utmost importance.® In early February, in a move potentially
signaling US positivity over the disarmament process, LAF Commander in Chief Rodolphe
Haykal traveled to Washington to meet with US officials,” after Washington had previously
cancelled his trip in November.' Meanwhile, France is preparing to host an international
conference in early March to bolster support for the LAF."" As of publication, the US has yet
to issue an official statement regarding the LAF’s disarmament efforts south of the Litani. For
its part, Israel stated on January 8 that Hezbollah has not been fully disarmed in the border
area.'” Less than two weeks later, Israel conducted an airstrike outside Kfar Dounine, south
of the Litani, against an alleged Hezbollah weapons production facility.”* This was the first
Israeli airstrike against a purported arms site south of the Litani since early December.™

2 Since summer 2025, Washington has promoted a roadmap that calls for Lebanese authorities to disarm Hezbollah nationwide in exchange for Israel ending
its military operations in Lebanon and withdrawing from several hilltops near the Lebanese-Israeli border. On September 5, the Council of Ministers approved
a confidential LAF disarmament plan that reportedly sets out a five-stage process — without timetables — starting south of the Litani River. It apparently

does not stipulate the use of force against Hezbollah, and builds on the November 27, 2024 CoH that calls for a disarmament process starting south of the
Litani. Although the CoH prohibits offensive Israeli military actions, Tel Aviv has continued its campaign of airstrikes — reportedly backed by confidential US
assurances — in a bid to dismantle Hezbollah's military capacities and compel the group to disarm.

Axios, Israel and Lebanon agree on a ceasefire November 26, 2024; The National, Revealed: Full text of the Israel-Hezbollah ceasefire agreement November 27, 2024;
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¢ Ongoing d|a|ogue between Lebanese pre5|dentla| advisors and Hezbollah reportedly stopped for a limited period and grew tense following Aoun’s interview
in which he called on Hezbollah to " show reason " Meanwhile, Hezbollah-aligned journalists engaged in an online campaign of criticism against Aoun.

Nida al-Watan, 3=J|” January 24, 2026;

L'Orient Today, After Berri's visit, are Joseoh Aoun and Hezbollah heading toward reconciliation? January 27, 2026;

L'Orient Today, Hezbollah-aligned journalists summoned after criticism of president January 22, 2026

7 On December 28, 2025, Hezbollah Secretary-General Naim Qassem reiterated his party’s demands for an end to Israeli military operations in Lebanon,
saying that if Lebanon was able to secure such conce55|ons then Hezbollah wouId be W|II|ng to d|scuss a nat|ona| defense strategy and the role of its arms.
National News Agency, digs : i .owls December 28, 2025
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° L'Orient Today, Haykal in Washington on Feb. 3: A 'delicate,’ ‘loaded’ agenda January 29, 2026

10 Reuters, US cancels Washington meetings with Lebanese army chief over remarks on Israel, sources say November 18, 2025
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"2 Israeli Foreign Ministry, @IsraelMFA January 8, 2026

'3 Israeli military spokesperson Avichay Adraee via X, @AvichayAdraee January 25, 2026;
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' Since the start of the CoH, Israeli airstrikes against alleged Hezbollah military infrastructure have largely targeted areas north of the Litani. On December 4,
the Israeli military conducted strikes against alleged Hezbollah infrastructure in the towns of Mjadel and Baraachit south of the Litani.

Israeli military spokesperson Avichay Adraee via X, @AvichayAdraee December 4, 2025
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The CoH monitoring committee, designed
as a deconfliction mechanism for Israel
and Lebanon, last convened on January
7, without civilian representatives. In
December, Lebanon and Israel held
the first civilian-led talks between the
two countries since 1983 via the CoH
mechanism."” The mechanism is scheduled
to meet again on February 25.'°

Amid escalating US-Iran tensions, Israeli
officials and media have softened their
warnings over the past month about
potential widescale military escalation in
Lebanon. In late 2025, Israeli,' Lebanese,®
and international media’® circulated
reports that Tel Aviv was considering a
sweeping campaign against Hezbollah.
However, in January, Israeli media outlets
reported that plans for a potential major
military operation against Hezbollah had
been temporarily shelved as the country
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aims to conserve its military resources
and avoid a possible two-front war.
Internationally, attention has turned to
whether Hezbollah would enter a potential
conflict involving Iran. Diplomats reportedly approached Hezbollah to seek guarantees that it
would not retaliate for a US or Israeli strike on Iran. The party allegedly told them it would not act
if Iran’s leadership did not face an existential threat.?’ On January 26, Hezbollah Secretary-General
Naim Qassem said that party would not be neutral if Iran was attacked but was ambiguous about
plans to join a possible conflict.??

Figure 2: Heatmap of 138 Israel airstrikes in Lebanon in January 2026.

In January, Israel stepped up the tempo of its military actions in Lebanon, conducting
138 airstrikes, its highest monthly tally since the start of the CoH.?* The strikes focused on
mountain valleys and towns between the Litani and Awali rivers, as well the rural outskirts
of Janta and Hermel in eastern Lebanon near the Syrian border. Israel bombed several
residential buildings north of the Litani after issuing advanced strike notices throughout
the month. A wave of such strikes on January 21 displaced 50 residents from five towns.*
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One strike, in Qennarit, damaged a South Lebanon Water Establishment facility.”” In another
instance of damage to civilian infrastructure, Israeli bombardment of a building in the western
Bekaa town of Sohmor on January 15 damaged a nearby school.”® On January 30, Israel
bombed a depot of bulldozers and excavators in Daoudieh, approximately 15 kilometers south
of Saida, continuing its policy of targeting construction equipment.?’

B Israeli airstrikes south of the Litani River Israeli airstrikes north of the Litani River

100

Figure 3: Israeli airstrikes in Lebanon since the CoH came into effect on November 27, 2024.

Israel conducted 18 targeted assassinations in the past month, in line with its tempo since the start
of the CoH.”® These included the killing of a member of the Bint Jbeil municipal council,?® who Israel
claimed was a Hezbollah operative attempting to rebuild the group’s military infrastructure.®
Hezbollah responded that the January 11 strike was part of an Israeli policy to disrupt municipal
governance and undermine social stability.>' Ten days later, Israeli forces assassinated the Hezbollah
liaison officer for the village of Yanouh, south of the Litani, saying that he was “enabling the group
to operate within civilian areas and on private property.*’ These strikes point to an ongoing and
expanding Israeli policy to target not only alleged military operatives, but also personnel in the party
with non-military roles. In a recap of its assassinations in the past month, Israel said that it had targeted
alleged Hezbollah operatives “exploiting the civilian population for rebuilding, education, welfare, and
infrastructure.” This follows on from Israel’s targeted assassination campaign in October 2025, when it
shifted to include reconstruction-related activities, with the Israeli military saying in mid-October that
it was targeting Hezbollah-affiliated engineers, contractors, and businessmen.**

» National News Agency, cu,lis (e 8)lall (n6 & yalyl daxo jhad imgizdl jlid ol January 23, 2026

% L'Orient Today, Following Sohmor and Mashghara bombings, Israel attacks the hills of Hermel | LIVE January 15, 2026

27 National News Agency, &5glaJl (p0 SWII auluns dinygg ubyme (ale Sl (16 uisl Llol January 30, 2026;

Al-Modon, Uiz @il mull allell sl jenll @i oasll January 31, 2026

2 LCAT logs Israeli military statements regarding its targeted assassinations. LCAT logged 18 assassinations in January 2026, 12 in December 2025, 21 in
November 2025, 19 in October 2025, 13 in September, 10 in August, 19 in July, 12 in June, 18 in May, 11 in April, 8 in March and 4 in February.

LCAT defines a targeted assassination as an Israeli strike aimed at specific individuals and does not count Israeli strikes against alleged Hezbollah
infrastructure that kill alleged members of Hezbollah. Israel’s statements before February 2025 were ambiguous on whether it was conducting targeted
assassinations, so LCAT does not log these as such.

2 NNA, Jus iy (e 8yl cuun g tde el dsunll 5)leb Sildec January 11, 2026;

Al-Ahed News, Ju> ciis &ab guac ole «oluilpwllly claicll s dlll Cis w6 salul LasJl January 12, 2026

 |sraeli military spokesperson Avichay Adraee via X, @AvichayAdraee January 11, 2026

31 Al-Ahed News, Ju> ciis @al guac ole «oduilpwllls elaiell s dlll Cis 06 salull LasJl January 12, 2026

* |sraeli military spokesperson Avichay Adraee via X, @AvichayAdraee January 21, 2026

* |srael Defense Forces via Telegram, @idfofficial January 22, 2026
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Figure 4: A heatmap of 410 Israeli quadcopter attacks since the start of the CoH on November 27, 2024 through December 2025.

Israel continues to occupy several hilltops along its border with Lebanon and is carrying
out military operations in the area, impeding the return of local populations and delaying
reconstruction efforts. These dynamics risk laying the groundwork for what several Israeli
officials have described as the establishment of a buffer zone along the Lebanon-Israel border.*®
Throughout January, the Israeli military conducted 58 quadcopter attacks, its highest tally since
the start of the CoH, including six strikes targeting construction equipment.*® These attacks also
targeted returning residents inspecting their destroyed homes in Aita al-Chaab, a stone quarry
in Khiam, and telecom towers in Blida, disrupting internet service in the border town.* Israel also
intensified its intermittent artillery fire in the border area, firing with high-caliber weapons for
the first time since the start of the CoH on January 7.® As of October 3, 2025 (the most recent
date for which data is available), 64,417 people remained internally displaced across Lebanon.
This represents a 34.9% decline since Israel completed its withdrawal from southern towns and
villages on February 1, when there were 98,994 IDPs.**

Apart from a single attack — two mortar rounds fired on December 2, 2024 at the contested
Shebaa Farms claimed by Lebanon, Israel, and Syria*® — Hezbollah has not launched any attacks
on Israeli military or civilian targets. In an August 5, 2025 speech, Qassem warned that Hezbollah
would retaliate against any widescale Israeli military offensive with rocket fire on Israel.*'

** |sraeli military spokesperson Avichay Adraee via X, @AvichayAdraee October 16, 2025

* France24, Israeli troops "staying indefinitely” in Lebanon border buffer zone, defence minister says February 27, 2025

3 LCAT logs all Israeli quadcopter attacks reported by Lebanon’s National News Agency, L'Orient Today, and Al-Mayadeen, noting when they pose a barrier to
return by targeting reconstruction activity.

3 ibid.

* |'Orient Today, 1 killed by Israeli strike on vehicle in Sour, south Lebanon January 7, 2026

* International Organization for Migration, Mobility Snapshot - Round 77 February 20, 2025;

International Organization for Migration, Mobility Snapshot - Round 88 October 15, 2025

“ L'Orient Today, To whom do Shebaa Farms belong? January 24, 2024;

National News Agency, <<<ulu|nu&JI uLoa»le oole 1) «dio M)l dogliall December 2, 2024

41 National News Agency, (s

i)l e Luss 16,0J1 a5l August 5, 2025
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Political Updates:

Public Strikes

Throughout January, public sector workers went on strike to protest eroding wages and
pensions. Public sector unions - representing teachers, professors, contractors, and judicial
assistants — extended their strikes several times and denounced the 2026 Budget for failing
to adjust wages and pensions. The unions called for a new salary scale to restore wage values
to pre-October 2019 levels, the approval of retirement plans and pension protections, and
raising the retirement age to 68.*” The strikes have paralyzed public schools, universities,
and a range of public offices. The judiciary has been heavily affected since judicial assistants
walked out on January 13, delaying most judicial investigations and court hearings.* Judicial
assistants have been calling for a salary increase since 2019 after warning in October that
they would force a work stoppage.*” The Beirut and Tripoli Bar Association criticized the
action, warning that it would hinder judicial work and deprive citizens of their constitutional
rights.”> Continued work stoppages in the public sector risk sparking public backlash and
raising social tensions,** though likely more concerning is the prospect of extended labor
protests. In recent decades, such street action has correlated with periods of political

upheaval.
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Beirut Port Investigations and Appointments

On January 16, the Beirut Court of First Instance ordered former Ministers Ali Hassan Khalil and
Ghazi Zaiter to pay 10 billion Lebanese pounds (LBP) for obstructing the Beirut port explosion
investigation. The two ministers filed 10 recusal and adversarial motions against Investigative Judge
Tarek Bitar and other judges between late September 2021 and late March 2022, with the court
finding that these actions trapped the investigation in a “vortex of obstruction’, forcing its suspension.
The ruling marks the first instance of judicial accountability for obstructionist tactics regularly used in
corruption and financial crime cases, with the court determining that the compensation serves both
as damages for victims and a civil penalty.”” Only days earlier, on January 12, Khalil had filed an appeal
against Judge Habib Rizkallah's decision to dismiss abuse of power proceedings against Bitar.*

On January 15, the government appointed Gracia Azzi as head of the Directorate of Customs,
sparking controversy as she faces charges in connection with the 2020 Beirut port blast and
a 2018 corruption case.”” The appointment was reportedly the result of a political compromise
between the presidency and the Lebanese Forces, prompting critics to argue that it contravenes
the government’s pledge of merit-based appointments.>® Families of port blast victims and activists
denounced the move, claiming it undermines accountability at the expense of sectarian power-
sharing and serving political interests. On January 19, families gathered outside the Customs
Directorate building, threatening to block Azzi’s entry and vowing to escalate protests.”’

Lebanese and Syrian Prisoners

On January 30, the Council of Ministers approved a deal to repatriate convicted Syrian
inmates.”” The agreement, reached after months of tense negotiations, is expected to be
formalized during the first week of February. Some 300 Syrian inmates in Lebanese prisons will
be transferred to Syrian custody, including those who committed serious crimes, such as murder,
and who have served at least ten years in prison. The transfer will be dependent on the prisoners’
consent and does not include inmates awaiting trial or individuals convicted for committing acts
of violence against Lebanese nationals.>

On January 26, Lebanese inmates at Roumieh Prison launched a hunger strike to protest dire
conditions®* and “selective justice’, in reference to the prisoner transfer accord between Damascus
and Beirut.>> Most Syrian and Lebanese prisoners are in extended pre-trial detention, with many
incarcerated for years awaiting trial.”® Lebanese prisons operate at 250% of their designated capacity,
and according to Justice Minister Adel Nassar, 64% of inmates are pretrial detainees. Successive
governments have been blamed for delayed trials and an inability to safeguard basic human rights
within prison facilities.”” Inmates and their families warn that overcrowding, inadequate health care,
and delayed trials could be the catalyst for inmates taking further protest actions. Six inmates have
died in Roumieh prison since the beginning of 2026, at least one by suicide.*®

4 Legal Agenda, cLadll ole uuMaiVl 5o gl digiic yitejg Julsl (e yall undi Llsual JLaiil January 22, 2026

“ L'Orient Today, Appeal filed against decision to end proceedings against Tarek Bitar over abuse of power January 14, 2026

“ L'Orient Today, Appointment of customs chief prosecuted over Beirut blast and corruption sparks division January 17, 2026

%0 |'Orient Today, Customs nomination: ‘The new authority’ caught in the grip of realpolitik January 21, 2026

*! L'Orient Today, Families of Aug. 4 victims unwavering: Azzi's appointment ‘will not pass’ January 19, 2026
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>3 The New Arab, Lebanese cabinet approves agreement to repatriate 300 Syrian prisoners January 31, 2026
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Economic Updates:

On January 9, the Central Bank issued Basic Circular No.1,”° establishing a new
regulatory framework for Electronic Payment Service Providers (EPSPs). The circular
updates and partially supersedes Circular No. 69 (2000),°° modernizing regulations for
electronic wallets and payment service providers.®’ It sets new market entry requirements
and mandates compliance with Financial Action Task Force (FATF) Recommendations,®?
among other operational requirements. The circular also defines digital money transfer
provisions, specifies minimum capital requirements for market entry, and establishes
governance standards. This builds on a November “Know Your Customer” circular,®® which
requires individuals sending money domestically and internationally to provide personal
information about themselves and the recipient. EPSPs are a major component of Lebanon’s
cash economy, and these two circulars are part of the Central Bank’s efforts to bolster
Lebanon’s financial reputation, particularly by combatting money laundering.

While the new circular aims to formalize cash-based transactions, its impact on the
commercial banking sector depends on how EPSPs respond. Reliance on EPSPs for small
intranational transactions has increased since the 2019 economic crisis. With accreditation,
EPSPs could capture a larger share of formal transactions, eroding the share of transactions
processed by commercial banks. However, the exact opposite could also occur should EPSPs
gradually retreat from the market under the tighter regulations.

% Banque du Liban, Basic Circular 1 January 9, 2026

% Banque du Liban, Basic Circular 69 March 30, 2000

" L'Orient Today, Money transfers: BDL overhauls regulations from top to bottom January 19, 2026

2 The Financial Action Task Force's Recommendations are designed to detect, prevent, and report practices that disguise illicit funds as legitimate income
while also blocking financial support for terrorist activities.

% In November, the Central Bank issued a “Know Your Customer” circular applicable to all transactions over USD 1,000, including domestic ones. It obliges
senders to provide information on the source and purpose of transferred funds, as well as personal details for both themselves and the recipient.

Mercy Corps Lebanon, November Crisis Update December 5, 2025
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On January 9, the Ministry of Energy and Water and the TotalEnergies-ENI-Qatar Energy
consortium signed an exploration and exploitation contract for offshore Block 8. The
consortium has three years to complete a 1,200 km2 3D seismic survey and two additional
years for drilling wells. The exploration and exploitation agreement will likely not have
an immediate impact on Lebanon’s nascent petroleum sector, as no commercially viable
hydrocarbon deposits have been discovered in the Lebanese offshore and no production
drilling is planned.

During a meeting between TotalEnergies and President Aoun on the same day, the two sides
also discussed plans to establish a floating storage and regasification unit near Deir Ammar
to supply power plants.®* Notably, Lebanon cannot currently receive gas imports via the
Arab Gas Pipeline — from which gas from Egypt would be sourced - as it will first need to be
refurbished.®

On January 29, the parliament passed the 2026 Budget Law.*® It totals USD 5.97 billion
- a 20% increase over last year’s budget. The parliament’s Finance and Budget Committee
reported that only 10% to 11% of the budget is allocated to long-term investments, while
the rest is earmarked for current spending. Several previously approved projects (reportedly
about 15) have been delayed, similar to budgets passed in recent years. Under the budget,
state revenues are highly dependent on value added tax (64.12%) and trade (14.75%),
while property taxes account for a lower share (about 8% each),®” provisions at odds with
International Monetary Fund (IMF) requirements. Several MPs criticized the draft,%® citing
delayed investments in public projects,®®a lack of allocations to social services and citizens
affected by the ongoing conflict,”® allegedly inaccurate revenue and expenditure estimates,”
and the absence of adjusted public salary scales and the adoption of modernized tax laws.
One point of concern for the development sector is the unaddressed debt servicing in the
budget. Many loans for development projects, largely from the World Bank, will be maturing
in coming years and the 2026 Budget does not contain clear provisions or a long-term
strategy for repaying them.

Another point of contention involved military pensions. In the leadup to the budget vote,
retired military personnel and public sector workers organized large sit-ins around the
parliament, demanding pension adjustments after their monthly income collapsed to around
60 USD, an amount that no longer covers basic needs.””

% TotalEnergies, Lebanon: TotalEnergies enters Block 8 offshore exploration permit January 9, 2026
L'Orient Today, Block 8 exploitation officially awarded to TotalEnergies-led consortium January 9, 2026

% L'Orient Today, Lebanon must rehabilitate its pipeline section to receive Egyptian gas January 12, 2026
% | ebanese Parliament, ( oVl pgull) 2026 slell dslell &jlgall 5ailé £ g nite duislio dwl> January 27, 2026;
Lebanese Parliament, (il peul) 2026 ploll dolell &jlgeall jgils ¢ gpite duitslio dul>January 28, 2026;
Anadolu Ajansi, 2026 a.:.lu u\J-C qsbou U\JLUJ.” lAJpLJI January 30, 2026

Lebanon 24, blui
7 Ministry of Finance, Quick Overview on Budget 2026

 These MPs called for a new public sector salary scale in the budget, in addition to a clear, evidence-based mechanism for tax and fine increases.

% L'Orient Today, Tax hikes, insufficient spending, lack of vision: Parliamentary committee’s key criticism of 2026 budget law January 27, 2026;

L'Orient Today, Budget 2026: Tripoli buildings collapse, south Lebanon rebuilding fuel debate January 29, 2026

© The draft law reportedly allocates around USD 90 million to people affected by conflict, while needs are estimated to vary between USD 5 billion and USD 7
billion.

" Several MPs criticized the budget’s USD 6 billion in estimated revenues and a near-zero deficit, which was calculated without considering expenditures to
service both existing flscal debt and forthcommg loans.
2 Anadolu Ajansi, . : : io . ..olid January 29, 2026;

Alarabiya, juacldiallg juabdeall Ololxizl g 2026 d&jlae sl (pilill Glgill jul=e January 27, 2026;

National News Agency, 3Sg) oz gudzall i) il S (36 glainVI (J] auail puaclaioll s Suusll o 169 January 29, 2026
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According to the Central Administration of Statistics (CAS), yearly inflation fell from
42.24% in 2024 to 14.8% in 2025. Inflation rates remain above pre-crisis levels, although
current trends suggest that price increases could slow further in 2026. The drop in inflation
is largely the result of LBP/USD exchange rate stability and the near-total dollarization of the
country’s consumer markets. Prices are still rising but at a slower pace, while income remains
largely stagnant, suggesting that the drop in inflation will not result in an improvement of
household-level wellbeing or significant economic growth.

Annual Inflation Rate (%)

Figure 5: Annual inflation rates (2019-2025).
Source: Central Administration of Statistics.
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Financial Gap Law: Progress and Obstacles

Deposited

amount ;eeﬂ;)(r)r:;ent R::.aii)ément Risk(s) Impact on Depositors

(in USD) P
1. Limited liquidity in the Central (1:I.eDf)|sai¥§rds ey s & o)
Bank and commercial banks P
2. Refusal by commercial banks to 2. Deposits inaccessible despite
réturn small deposits et o i ey

e ckns Cash withdrawals 4 years 3. Banking lobbies and political 3.D|f'fe'rent|al treatment among

below . depositors based on deposit type
stakeholders challenge the plan’s and date
implementation
4. Unfair categorization of what < Ul el treatme'nt o dlegstici
constitutes eligible and ineligible s converted_ tr,',e" acc”oun_t.f, £
accounts 73 the controversial “Lollar’, facilitated

by commercial banks
100,000 to 1
s 10 years
million
1 million to 5
oI 15 years
million

Table 1: Preliminary plan for returning trapped deposits and its impact on depositors.

> The proposed “Financial Gap” law distinguishes between deposits originally created in USD (eligible) and those converted from LBP to USD after October
2019 (ineligible). Ineligible accounts are likely to receive significant haircuts (up to 70%) under the current version of the law.

The Policy Initiative, The Gap Law: A settlement for banks paid by society December 18, 2025

7 LBP accounts are excluded from the “Financial Gap” Law revaluations. Despite LBP depreciation since the onset of the crisis, LBP accounts were not adjusted
for depreciation, and their value has fallen by more than 90%.
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While the proposed Financial Gap law was hailed by Egypt, France, and the United States’
after its enactment on December 31, several actors oppose its current provisions. Chief among
its detractors is the Association of Lebanese Banks (ABL), which argues that the proposed law
could collapse the banking sector; violates constitutional principles, asserting that it unfairly
shifts losses created by the state and the Central Bank onto commercial banks; and makes the
state the main beneficiary of the crisis. Additionally, ABL has raised technical objections to the
law’s provisions.”® For its part, the IMF issued a subtle, yet critical statement in January,”” in
which it once again called for commercial banks to be held primarily responsible for returning
trapped deposits.”® The Fund has also consistently objected to the state bearing responsibility
for revitalizing banking finances, largely due to limited financial capacity.”

Notably, the Central Bank echoed the IMF’s point from a slightly different angle, calling for
cautious steps to address the “financial gap”® and rigorous investigations and audits of all
commercial banks and the Central Bank before restructuring. Central Bank Governor Karim
Souaid is currently tasked with addressing outstanding financial issues within his institution,
namely the disputed USD 16.5 billion®' and USD 8 billion®? loan claims against the Lebanese
government and embezzlement during former Central Bank Governor Riad Salemeh’s tenure.®*

Prime Minister Salam’s statements emphasizing the importance of securing an IMF deal** suggest
his government intends to pursue swift implementation of the proposed framework.®> This
approach is likely to meet with resistance from the banking sector, whose lobbies are expected to
use their political influence to advocate for a “save the sector” framework that would limit banks’
contribution to deposit recovery to available liquidity alone, excluding capital, assets, or equity
conversions.

Tensions will likely rise between the government and the Central Bank over cost-sharing, as well as
tensions between several parties, including Hezbollah and the Lebanese Forces, both of whom have
already criticized the draft law in parliament. Given the balance of forces — Salam’s support from
reform-oriented parliamentarians and international actors versus the banks’ extensive political
connections — the most realistic outcome is a compromise: legislation marked by ambiguity and
caveats. Complicating matters further, Central Bank Governor Karim Souhaid has sought to hold the
government accountable alongside the banks, claiming the state owes funds from former Governor
Salameh’s tenure.

> LCAT's December 2025 monthly report highlights the distribution of responsibilities to cover the 2019 financial crisis losses. Under the current formulation,
commercial Banks would cover 20-40% of the cost of returning deposits, while the Central Bank would cover the rest.

Lebanese Broadcasting Corporation International, France welcomes Cabinet approval of the financial gap law, sees it as key step toward restoring trust
December 26, 2025;

Naharnet, Paris lauds Lebanese govt.>s approval of financial gap bill December 27, 2025;

L'Orient Today, Financial gap: Diplomats back Lebanon's draft law amid opposition January 13, 2026

® The current draft law requires bankers (including shareholders, board members, executives, and their direct spouses) to repay 30% of money transferred
abroad while unofficial capital controls were in place, as well as 30% of profits made between 2015-2019 (during the period of “financial engineering"). The
draft law does not lay out how these transfers and profits are to be identified.

7 The Beiruter, Lebanon’s Gap Law faces IMF resistance January 27, 2026

78 L'Orient Today, IMF will not back Lebanon's financial gap law, calls for revisions January 16, 2026

 The 2026 Budget totals USD 5.97 billion, less than 10% of what would be needed to cover the financial gap.

% The Beiruter, Lebanon’s Gap Law faces IMF resistance January 27, 2026

& Lebanese Broadcasting Corporation International, Depositors face delays as Lebanon battles over $16.5 billion debt September 25, 2025

® The National, New fraud allegations hit Lebanon»s central bank over $8 billion scheme April 9, 2024

8 Souhaid is cooperating with domestic and foreign financial authorities over funds embezzled from the Central Bank during Riad Saleme’s tenure. He has
ordered Lebanese banks to provide information on a 0.375% commission they collected on Central Bank-related operations between 2005 and 2019.
L'Orient Today, Karim Souhaid meets French investigating judge <to recover embezzled funds> January 14, 2026;

L'Orient Today, Souhaid calls banks to account for commissions under Salameh January 29, 2026

8 Reuters, Lebanon PM says IMF wants rescue plan changes as crisis deepens January 23, 2026

8 The IMF recently requested that Lebanon provide it with a medium-term fiscal framework (MTFF), a three- to five-year top-down budget strategy that sets
revenue, expenditure, and debt repayment targets, while also considering potential risks and shocks.

L'Orient Today, Without a coherent budget plan, Lebanon will not secure IMF support January 23, 2026
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Differing views on the proposed law and delays in its prospective implementation risk placing
the heaviest burden on the smallest depositors. Already, continued delays in ensuring greater
access to trapped deposits, particularly for depositors with savings below USD 100,000, have had
a marked effect on the economy. Dating back to the outset of the economic and financial crisis
in 2019, depositors have had the option to withdraw unrestricted amount of USD from at a very
disadvantageous LBP exchange rate.’® Beginning in 2021 under Circular 158, and then under
Circular 166 in 2024, USD deposit holders could withdraw directly from their accounts, but only
in limited amounts.®’ Delays in granting depositors greater access to accounts only compounds
the lasting effects of the 2019 crisis — many households still struggle to make ends meet and have
adopted negative coping mechanisms — and lengthen the timeline for making the financial sector
functional again.

& Circular 151 allowed USD withdrawals at LBP/USD 15,000, almost 90% lower than parallel market rates in early 2023.
Reuters, Lebanon c.bank sets new rate for withdrawals from dollar deposits January 20, 2023
87 LBCI, BDL raises withdrawal limits under Circulars 158 and 166 June 18, 2025
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Source:M.Hallak

Access to Services:

On January 24, a residential building in Tripoli collapsed, killing two people and injuring
several others. Municipal officials stated that although the building was not previously listed as
condemned, residents had been warned to evacuate less than 24 hours before the collapse after
cracks appeared in the structure. They initially complied, but some returned due to the lack of
alternative shelter.®® Earlier in the month, on January 7, another residential building in the Dahr
al-Maghar area of Tripoli collapsed after a precautionary evacuation, causing material damage
and no injuries.®

These incidents underscore deficiencies in building safety across Tripoli, with municipal surveys
identifying at least 105 buildings requiring immediate evacuation and more than 600 cracked
or high-risk structures citywide.®® Building safety remains a critical issue nationwide, with
deteriorating structures at risks of collapsing. A 2022 LAF census identified more than 16,000
buildings across Lebanon as structurally unsafe.”!

Throughout January, winter storms caused repeated flooding along the Kabir River in
Akkar, forcing the Arida border crossing with Syria to close. Several towns flooded, including
Samakieh, Hakr al-Dahri, Arida, and parts of Wadi Khaled. The flooding damaged homes,
farmland, greenhouses, and roads, and displaced residents as well as Syrian refugees, many of
whom were living in informal riverbank settlements. The floods also caused the Arida bridge to
collapse, cutting off the only legal crossing between northern Lebanon and Syria. Strong currents
eroded soil beneath the bridge — which had been temporarily restored following an Israeli
airstrike — despite residents’ warnings that repairs would not withstand winter conditions.”

% Al-Araby al-Jadeed, sulilb (06 ylgiall (nitall Ulaus (51 Ludl &Ll lai> (ole ginll January 28, 2026;

Al-Araby al-Jadeed, julilib (26 (niSuw (niso ylugil A9y Syaiuie 5@Vl 39> January 25, 2026

8 National News Agency, &blol Vg M5 asy ;.v.oJl (D (b u\-UA-” |Luu| u\J.LQ.” pl.o,\JI January 7, 2026

National News Agency, dcyniall di)ll g0 (nb & January 7, 2026
% Lebanon Debate, ':IukJI se 22l Vg lJ.uw.xJJ adw 3] dp.u cdq,\qu ccdiiio ;.uJ.lhb January 26, 2026;

El Nashra, s1al> & Axillg dall syl : 5 gloiz| January 29, 2026

" L'Orient Today, Thousands of buildings in Lebanon at risk of collapsing: A look at the flqures and causes August 17, 2024

°2 Annahar, (g3346 - 10.0) U e 2o Vlouis auzell (e midl ool Jad) dinyyell iz o > )ligil January 2, 2026;

Addiyar, Sduwles a3 pes o Slgbuall o . Ci85all 0jlail (o 4ol 3 a9y &y el pus ligil January 5, 2026
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https://www.elnashra.com/news/show/1759869/%D8%A7%D8%AC%D8%AA%D9%85%D8%A7%D8%B9-%D8%B3%D8%B1%D8%A7%D9%8A%D8%A7-%D8%B7%D8%B1%D8%A7%D8%A8%D9%84%D8%B3-%D8%AA%D8%A7%D8%A8%D8%B9-%D9%85%D9%84%D9%81-%D8%A7%D9%84%D8%A7%D8%A8%D9%86%D9%8A%D8%A9-%D8%A7%D9%84%D9%85%D8%AA%D8%B5%D8%AF%D8%B9%D8%A9-%D9%84%D8%AA%D9%81%D8%B9
https://www.elnashra.com/news/show/1759869/%D8%A7%D8%AC%D8%AA%D9%85%D8%A7%D8%B9-%D8%B3%D8%B1%D8%A7%D9%8A%D8%A7-%D8%B7%D8%B1%D8%A7%D8%A8%D9%84%D8%B3-%D8%AA%D8%A7%D8%A8%D8%B9-%D9%85%D9%84%D9%81-%D8%A7%D9%84%D8%A7%D8%A8%D9%86%D9%8A%D8%A9-%D8%A7%D9%84%D9%85%D8%AA%D8%B5%D8%AF%D8%B9%D8%A9-%D9%84%D8%AA%D9%81%D8%B9
https://today.lorientlejour.com/article/1424043/thousands-of-buildings-in-lebanon-at-risk-of-collapsing-a-look-at-the-figures-and-causes.html
https://www.annahar.com/lebanon/266429/%D8%A7%D9%86%D9%87%D9%8A%D8%A7%D8%B1-%D8%AC%D8%B2-%D8%A3%D8%B3%D8%A7%D8%B3%D9%8A-%D9%85%D9%86-%D8%AC%D8%B3%D8%B1-%D8%A7%D9%84%D8%B9%D8%B1%D9%8A%D8%B6%D8%A9-%D8%A7%D9%84%D8%AD%D8%AF%D9%88%D8%AF%D9%8A-%D8%B5%D9%88%D8%B1---%D9%81%D9%8A%D8%AF%D9%8A%D9%88
https://www.annahar.com/lebanon/266429/%D8%A7%D9%86%D9%87%D9%8A%D8%A7%D8%B1-%D8%AC%D8%B2-%D8%A3%D8%B3%D8%A7%D8%B3%D9%8A-%D9%85%D9%86-%D8%AC%D8%B3%D8%B1-%D8%A7%D9%84%D8%B9%D8%B1%D9%8A%D8%B6%D8%A9-%D8%A7%D9%84%D8%AD%D8%AF%D9%88%D8%AF%D9%8A-%D8%B5%D9%88%D8%B1---%D9%81%D9%8A%D8%AF%D9%8A%D9%88
https://addiyar.com/article/2296145-%D8%A5%D9%86%D9%87%D9%8A%D8%A7%D8%B1-%D8%AC%D8%B3%D8%B1-%D8%A7%D9%84%D8%B9%D8%B1%D9%8A%D8%B6%D8%A9-%D8%A8%D8%B9%D8%AF-3-%D8%A3%D8%B4%D9%87%D8%B1-%D9%85%D9%86-%D8%A7%D9%86%D8%AC%D8%A7%D8%B2%D9%87-%D8%A7%D9%84%D9%85%D8%A4%D9%82%D8%AA--%D9%85%D9%86-%D8%A7%D9%84%D9%85%D8%B3%D8%A4%D9%88%D9%84-%D9%88%D9%87%D9%84-%D9%8A%D9%85%D8%B1-%D8%AF%D9%88%D9%86-%D9%85%D8%AD%D8%A7%D8%B3%D8%A8%D8%A9
https://addiyar.com/article/2296145-%D8%A5%D9%86%D9%87%D9%8A%D8%A7%D8%B1-%D8%AC%D8%B3%D8%B1-%D8%A7%D9%84%D8%B9%D8%B1%D9%8A%D8%B6%D8%A9-%D8%A8%D8%B9%D8%AF-3-%D8%A3%D8%B4%D9%87%D8%B1-%D9%85%D9%86-%D8%A7%D9%86%D8%AC%D8%A7%D8%B2%D9%87-%D8%A7%D9%84%D9%85%D8%A4%D9%82%D8%AA--%D9%85%D9%86-%D8%A7%D9%84%D9%85%D8%B3%D8%A4%D9%88%D9%84-%D9%88%D9%87%D9%84-%D9%8A%D9%85%D8%B1-%D8%AF%D9%88%D9%86-%D9%85%D8%AD%D8%A7%D8%B3%D8%A8%D8%A9
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In mid-January, the Lebanese government tasked Minister of Economy and Trade Amer
al-Bsat with building three sets of grain silos at the ports of Beirut and Tripoli, and in
the Bekaa. The new silos will provide a total of 414,000 tons of storage capacity, sufficient for
six months of reserves, at an estimated cost of USD 250 million. Lebanon imports 85-90% of its
annual wheat consumption and has lacked adequate storage after the 2020 port explosion. The
country depends on ad-hoc storage and sourcing via spot purchases.”

On January 27, the World Bank approved two loans totaling USD 350 million aimed at
expanding social safety nets for vulnerable populations and “accelerating the digitization
of key public services.” °* Both are awaiting cabinet and parliamentary approval. The first loan
provides USD 200 million for the Social Safety Net Enhancement and System Building Project,
designed to transform the DAEM platform, used by the AMAN program, into a wider social
registry serving multiple public programs. The remaining USD 150 million will support the Digital
Acceleration Project, which aims to improve citizens’ access to public services and pilot state
digital services.””

The Lebanese government launched a recovery and reconstruction strategy for areas
targeted by the Israeli military since November 2023. Prime Minister Nawaf Salam announced
that Lebanon had secured USD 52 million in initial World Bank funding, part of a USD 250
million loan recently approved by the parliament. The strategy focuses on managing displaced
populations, rebuilding assets, restoring basic services, and supporting border area development.
A joint ministerial committee chaired by Salam will oversee implementation, with the Council for
Development and Reconstruction and ministries handling public infrastructure and the Prime
Minister’s Office managing private residential and commercial reconstruction assistance. Funding
will come from grants, concessional loans, and budget appropriations, though implementation
faces challenges from ongoing Israeli military action.*

% Asharq al-Awsat, (6,0l lail 8,S13¢ (Sliell (ol §laz) diosS> dns .. gy 1610 Cilelia] January 15, 2026

° L'Orient Today, World Bank approves $350 million new loans to support Lebanon’s recovery January 27, 2026
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Looking Forward:

Conflict Development:

Lebanon’s Council of Ministers is moving toward approving an LAF plan to disarm Hezbollah
between the Litani and Awali rivers, though its prospective implementation would pose
considerable challenges and risks. Amid mounting international pressure for disarmament,
the government might back a plan tasking the LAF with inspecting alleged weapon sites and
confiscating arms. How such a move would play out is unclear. The LAF is reportedly opposed
to using force against Hezbollah® and concerned that a highly confrontational approach to
disarmament could heighten political tensions. For its part, Hezbollah is unlikely to engage
in kinetic action to counter LAF disarmament operations — recognizing the potential political
consequences and the risk of being targeted by the Israeli military amid an ongoing campaign
- though unarmed party supporters could attempt to obstruct the military around sensitive
sites.

Alternatively, the Council of Ministers could approve a disarmament plan that, at least initially,
stops short of confiscating arms. For example, the LAF could bolster its existing policy of
“containment’, i.e.,, preventing Hezbollah from accessing, transporting, or using its arms.*
Effectively, this means restricting Hezbollah’s military capacities, without moving for immediate
confiscation. The inclination to adopt this policy, viewed as a transitional approach, is gaining
traction among Lebanese officials and international mediators. While their approaches to
disarmament vary, often considerably, all share concerns that rapid disarmament could
heighten domestic tensions.”

As has been common in Lebanon’s executive body, the Council of Ministers will likely attempt
to forge a political compromise involving elements of both pathways. The government could
delay implementation of confiscation, set flexible timelines, or use other similar measures
in a bid to avert civil strife while attempting to demonstrate political will for disarmament to
the international community. Lebanon’s political leaders would concurrently seek to bolster
disarmament measures with regional diplomatic initiatives aimed at a broader political solution
to Hezbollah’s arsenal and Israel’s military operations in Lebanon. However, Israel’s doubts
over Lebanon’s disarmament will grow with any perceived delay, raising the risk of military
escalation. Nevertheless, Tel Aviv may refrain from widescale military escalation to allow
Washington time to tackle the issue. Further complicating matters, the US-Iran crisis is likely to
have political, and possibly security, ramifications for Lebanon. (see Regional Dynamics below).

" Hezbollah has repeatedly said it is opposed to its disarmament north of the Litani River. Instead, the party demands that Israel first end its military strikes
in Lebanon and withdraw from several hilltops in Lebanese territory near the Israeli border. It also has called for dialogue on a national defense strategy to
tackle the role of its arms under the state.

° The Council of Ministers on September 5, 2025 approved an LAF plan for disarmament that reportedly included a containment policy for arms across
Lebanon. On January 8, 2026, Lebanon’s Council of Ministers commended the LAF's efforts to contain weapons north of the Litani. In December 2025,
Lebanese Foreign Minister Youssef Rajji said that containment was being conducted in parallel to disarmament south of the Litani, defining both as separate
processes. In mid-December, US Ambassador to Lebanon Michel Issa reportedly raised the possibility of “containing” Hezbollah's arms if confiscation was
impossible.

L'Orient Today, Monopoly on arms: What was really decided at the last Cabinet meeting September 8, 2025;

Presidency of the Council of Ministers, Jlacll Jgum 3sis alrse <yl sy ob 0 clyigdl pul=e duwl> January 8, 2026;

L'Orient Today, Fadlallah criticizes Rajji remark that army can confront Hezbollah January 7, 2026;

Al-Modon, acii yiei 13| 2Mudl clgisl i lid Jus odniidble didyg (e December 12, 2025
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https://today.lorientlejour.com/article/1490613/fadlallah-criticizes-rajji-remark-that-army-can-confront-hezbollah.html
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Scenario matrix:
Lebanon pursues Hezbollah disarmament between Litani and Awali rivers

Council of Ministers decision

Lebanese LAF plan approved; political compromise sought

Cabinet regarding confiscation of weapons LAF plan approved; LAF expected to confiscate weapons

iedlalls el gy Medium-term implementation deadline, with some flexibility;
LAF not immediately tasked with confiscating

. L LAF expected to attempt inspection of alleged Hezbollah
weapons or inspecting sites;

weapon sites and confiscate arms; LAF instructed not to use

TG EIET T LAF bolsters measures to "contain" arms, a policy ienre etz b ezl @ el e elpfpesing TS ions)

pathway(s) of preventing Hezbollah from transporting or using

. LAF bolsters measures to "contain" arms, a policy of preventing
arms or accessing caches;

Hezbollah from transporting or using arms or accessing caches;

Seek broader political and diplomatic solutions on
Hezbollah’s weapons and Israel’s continued military
strikes

Seek broader political and diplomatic solutions on Hezbollah's
weapons and Israel’s continued military strikes

Attempt to ramp up pressure on President Aoun and Lebanese

Cautious engagement with President Aoun and cabinet;

Lebanese cabinet; Limited displays of popular

support with demonstrations and rallies, calibrated | Campaign of rallies to demonstrate popular support; implicit

L EPATAEL NI [TS7A not to significantly increase tensions; backing of street protests and actions, calibrated to increase
tensions but avoid significant civil strife;

Attempt to push for talks on national defense

strategy to encompass disarmament efforts Reject coordination with LAF and block attempts at
disarmament or inspections, but avoid armed confrontations

Increasing political tensions in runup to Parliamentary
elections tentatively scheduled in May;
Status-quo of tensions over disarmament issue;
Impacts on Possible boycotting of cabinet sessions by Hezbollah and allied
LTS L S No significant breakdown of cabinet or challenges  ministers, possible resignations, but cabinet does not fall.
and communal to its legitimacy; Hezbollah and possibly the Amal Movement could question its
tensions legitimacy;
Limited impact on communal tensions
Likely protests in Shia-populated areas, and increasing friction
between residents and the LAF

De-escalation if LAF can demonstrate progress with
confiscating arms;

Incrementally escalating Israeli military actions;
Incrementally escalating Israeli military actions if Israel

Israeli policy Widescale campaign possible, but dependent on perceives LAF unable to disarm Hezbollah;

exogenous factors, including US-Iran tensions and

Washington’s perceptions of disarmament progress Widescale campaign possible, but dependent on exogenous
factors like US-Iran tensions and Washington perceptions of
disarmament progress

Impacts on Likely near-term deteriorating status-quo (see Likely near-term deteriorating status-quo (see LCAT's Scenarios
security LCAT's Scenarios of Potential Escalation report) of Potential Escalation report)

Winter storms impose logistical delay to possible Winter storms impose logistical delay to possible Israeli

Israeli widescale campaign; widescale campaign;
Barriers to Israel preserves military resources for possible Israel preserves military resources for possible conflict with
widescale conflict with Israel; Israel;
escalation
US perceives progress on disarmament and/or US perceives progress on disarmament and/or negotiations
negotiations between Israel and US and does not between Israel and US and does not approve of a major Israeli
approve of a major Israeli escalation escalation
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Regional dynamics

Rapidly unfolding events in the Middle East, as the US signals its readiness to take military
action against Iran,'® are slated to affect Lebanon at the diplomatic, security, and political
levels. A diplomatic solution to halt escalation remains possible, with negotiations scheduled
in Oman for February 6. However, Iran is pushing to limit discussions to its nuclear program.’"
In the near term, the US might continue its military buildup with the aim of coercing Tehran
into make broad concessions regarding its nuclear and ballistic missile programs as well as its
support for so-called proxies, including Hezbollah.'*> Washington might opt to launch a military
operation designed to be limited in nature and not provoke a significant retaliation from Iran.
Alternatively, the US might undertake a major military operation aimed at destabilizing Iran’s
ruling authorities and retaliatory capabilities.

All these pathways pose significant security risks to the region, including Lebanon, with
miscalculations and escalations possible regardless of whether Iran and the US seek to
avoid broader conflict. Disarmament efforts in Lebanon might stall if the country’s political
leaders await the resolution of a US-Iran crisis to facilitate a broader political and diplomatic
understanding on Hezbollah's arms and Israel’s military strikes in Lebanon. Hezbollah could
be less compromising on the issue if Iran aims to use the organization as a bargaining chip in
potential talks with US. Israel, for its part, will likely avoid a significant escalation in Lebanon
to conserve its military resources for a potential conflict with Iran. Hezbollah’s entry into a
potential regional conflict is far from certain, but military action targeting Israel from Lebanon
would likely trigger a severe Israeli military response. On January 26, Hezbollah Secretary-
General Naim Qassem said that Hezbollah would not be neutral if Iran were attacked but was
ambiguous on what steps it could take.'” His comments could be interpreted as an attempt
to contain Hezbollah’s military hawks, who may favor full Hezbollah involvement in an Iran-US
conflict. Moreover, the speech could be understood as a demonstration of allegiance to Iran
amid reports the US wants Tehran to stop backing its proxies. For more in-depth analysis on
the potential impacts of this crisis, please see LCAT's Flash Report, “Potential Strike on Iran:
Pathways for Lebanon” (January 29, 2026).

Rainfall

Precipitation projections for Lebanon’s 2025-2026 rainy season are higher than the amounts
recorded during the extremely dry 2024-2025 season, though they fall short of the 30-year
average of 515 mm in Tripoli, 508 mm in Beirut, and 384 mm in Zahle. Since September 1, 472
mm of precipitation has accumulated in Tripoli, 316 mm in Beirut, and 295 mm in Zahle."*
Lebanon relies on regular precipitation to recharge its aquifers: the Ministry of Energy and
Water estimates that 83% of all water consumption is sourced from springs and ground water,
while only 17% is provided from rivers and surface reservoirs.'”

1% Following Iran’s crackdown on nationwide protests, the US began a major regional military buildup, with President Donald Trump warning Tehran on
January 28 that it should reach a deal on its nuclear program or face major strikes. Iran, for its part, has warned that it could retaliate by striking US military
bases and Israel or disrupting maritime traffic.

US President Donald Trump via Truth Social, @realDonaldTrump January 28, 2026;

Reuters, Iran warns of retaliation if Trump strikes, US withdraws some personnel from bases January 15, 2026;

Times of Israel, Iran threatens to hit 'heart of Tel Aviv' in response to any US attack January 28, 2026;

The New Arab, Iran unveils underwater missile tunnels, warns Hormuz will not stay safe if US attacks January 28, 2026

10" Reuters, US and Iran Agree to Friday Talks in Oman but Still at Odds over Agenda February 4, 2025

%2 The New York Times, Trump Threatens Iran Wlth Masswe Armada’ and Presses a Set of Demands January 28, 2026

1% National News Agency, &S
2026

104 Lebanon'’s rainy season begins on November 1 and ends on March 31 of each year, while 80% to 90% of rainfall is concentrated during that period;
Data provided by a representative from the Lebanese Meteorological Service of the General Directorate for Civil Aviation, January 30, 2026;

Central Administration of Statistics, Statistical Yearbook Chapter 2 — Morphology, Climatology, Hydrology Vegetation and Environment 2008

195 Ministry of Energy and Water, Updated National Water Sector Strategy 2020-2035 2022

(s January 26,



https://mercycorps.org.lb/potential-strike-on-iran-pathways-for-lebanon/
https://mercycorps.org.lb/potential-strike-on-iran-pathways-for-lebanon/
https://truthsocial.com/@realDonaldTrump/posts/115972658725010644
https://www.reuters.com/world/middle-east/iran-warns-retaliation-if-trump-strikes-us-withdraws-some-personnel-bases-2026-01-14/
https://www.timesofisrael.com/iran-threatens-to-hit-heart-of-tel-aviv-in-response-to-any-us-attack/
https://www.newarab.com/news/iran-unveils-underwater-missile-tunnels-warns-hormuz-not-safe
https://www.reuters.com/world/asia-pacific/us-iran-hold-nuclear-talks-oman-amid-heightened-tensions-diplomat-says-2026-02-04/
https://www.nytimes.com/2026/01/28/us/politics/trump-iran-armada.html
https://nna-leb.gov.lb/ar/news/410127/%D9%86%D8%B9%D9%8A%D9%85-%D9%82%D8%A7%D8%B3%D9%85
https://nna-leb.gov.lb/ar/news/410127/%D9%86%D8%B9%D9%8A%D9%85-%D9%82%D8%A7%D8%B3%D9%85
http://cas.gov.lb/images/excel/syb/2008/environment.pdf
https://www.pseau.org/outils/ouvrages/lewap_updated_national_water_sector_strategy_2020_2035_1970.pdf
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Figure 6: Rainfall levels across stations (from the weather bulletin issued by the meteorological department in Lebanon).

No matter how much rainfall the country receives, Lebanon’s water distribution network falls
short of meeting household and private sector needs and an estimated 30% to 50% of water
is lost during transmission.'® Exploitation of unofficial water resources poses another threat,
as multiple data sets estimate there are some 60,000 to 80,000 unlicensed wells in Lebanon,
compared to an estimated 20,000 licensed wells.'”” Finally, there is the problem of untreated
wastewater. According to the National Water Sector Strategy 2024-2035, less than 10% of
annual municipal wastewater is properly treated before discharge, while the rest, untreated, is
discharged into fresh water sources.'*

Figure 7: Satellite photographs of Lake Qaraoun showing no significant water level change between
January 2025 and 2026 despite a relative increase in rainfall.

1% Ministry of Energy and Water, New National Water Sector Strategy 2024 2024;

Badil, Lebanon’s Water Strategy: Drowning in Promises, Thirsting for Action October 2, 2025

97 'Orient Today, Energy minister wants illegal artesian wells listed in Lebanese land registry July 22, 2025;

Water Fanack, Water Resources in Lebanon September 27, 2024;

Daraj Media, Underground Water Market in Lebanon: Is It Under State or Water Tanker Ruling? November 5, 2025
1% Ministry of Energy and Water, New National Water Sector Strategy 2024 June 2024;

Badil, Lebanon's Water Strategy: Drowning in Promises, Thirsting for Action October 2, 2025



https://energyandwater.gov.lb/mediafiles/articles/doc-100938-2025_02_05_05_28_19.pdf
https://thebadil.com/analysis/lebanons-water-strategy-drowning-in-promises-thirsting-for-action/
https://today.lorientlejour.com/article/1470399/energy-minister-wants-illegal-artesian-wells-listed-in-lebanese-land-registry.html
https://water.fanack.com/lebanon/water-resources-in-lebanon/
https://daraj.media/en/underground-water-market-in-lebanon-is-it-under-state-or-water-tanker-ruling/
https://energyandwater.gov.lb/mediafiles/articles/doc-100938-2025_02_05_05_28_19.pdf
https://thebadil.com/analysis/lebanons-water-strategy-drowning-in-promises-thirsting-for-action/
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Even if precipitation levels during the 2025-2026 rainy season exceed expectations, Lebanon
is on track to experience water shortages through at least the end of the next decade -
projections suggest that average yearly rainfall will drop by as much as 20% by 2040.'*
Humanitarian and development actors should factor this in when planning targeting and
programming. They should also engage with the Lebanese government as it works to adopt a
comprehensive approach to restoring and maintaining public water infrastructure.'™

IDPs

The well-being of Lebanese IDPs is at risk of further deterioration amid shortfalls in formal and
informal assistance. As of October 2025,""" some 64,000 people remain displaced in Lebanon
and nearly 85% of IDP households rent temporary accommodations.''? State support for IDPs
is limited: the Ministry of Social Affairs’ housing allowance program''® has not yet materialized,
while aid to the few remaining collective shelters has been significantly cut back since the CoH
came into effect." For its part, following the CoH, Hezbollah introduced a housing allowance
of USD 400 per month to displaced individuals in the southern suburbs and USD 300 to those
in the south and the Bekaa.'" Beneficiaries now report uncertainty over second-year payments,
potentially reflecting financial pressures on the party due to anti-terrorism regulations, legal
constraints on affiliated institutions, tighter border controls limiting access to foreign funding,
and obligations toward the families of killed and injured members.'"®

Economic prospects are equally daunting, particularly in regions where IDPs have fled.
Following Israeli attacks on an industrial area in Saida, the government’s role has largely been
confined to damage assessments, with compensation for industrial, agricultural, or commercial
losses unlikely in the near term."”” The absence of support for productive sectors compounds
long-term economic losses and lessens incentives for return. Significant agricultural losses
have already eliminated sources of livelihoods for over 60% of displaced families.''®* Moreover,
some displaced persons have relocated businesses or established new enterprises in host
communities."” These and similar factors — namely, a lack of sufficient economic incentives to
return — increase the likelihood of permanent displacement, potentially leading to sustained
depopulation in and migration from areas of southern Lebanon.

199 Badil, Lebanon’s Water Strategy: Drowning in Promises, Thirsting for Action October 2, 2025

"% Mercy Corps, No Rain, No Gain: Situational Analysis on Drought in Lebanon - LCAT July 8, 2025;

Mercy Corps, 2025’s Drought in Lebanon: A Dry Season for Lebanon's Farmers - LCAT November 25, 2025

" No official estimates have been released on how many people have been displaced due to intensified Israeli military action north of the Litani.

Sawt Beirut Internatlonal |.u.J Ugi> lSm mJI 1>l:, u\.LlJlrull |_U| .glag zg3i January 21, 2026;

Al Jazeera, il qwl January 6, 2026;

International Organization for M|grat|on, Mobility Snapshot - Round 88 October 15, 2025

"2 Integrated Food Security Phase Classification, Acute Food Insecurity Analysis (November 2025-July 2026) December 23, 2025

3 The Ministry of Social Affairs announced plans to provide housing allowances to 10,000 displaced families beginning in early 2026, though they have
not materialized. Between July and September 2025, the Ministry distributed direct cash assistance to approximately 150,000 war-affected individuals in
cooperation with the World Food Programme, though this support ended after the three-month period. The Ministry has encouraged displaced persons to
apply for the AMAN program, which supports vulnerable families in poverty.

Ministry of Social Affairs, ;. saiall acy) deluiwes dhse (ilid call 150J dunai Sliclue dihuill (16 culls sl July 14, 2025;

The Independent Arabia, dgalls «alll Lim» s bedlle ol giz gjb ... >0 cloyl December 17, 2025

4 As of late November 2025, 169 families remained in five collective shelters with limited basic utilities and meal provisioning.

Legal Agenda, clgVl Slyo (x6 duuiio &3ga2l )8l o SMle (acd Vg 839c ¥ November 28, 2025

15 By August 2025, sources close to Hezbollah claimed the party had spent USD 1.1 billion on housing restoration, provided housing allowances, and
removed 90% of rubble, and was preparmg a three-phase reconstruction plan excluding border villages at a cost exceeding USD 3 billion.

Al-Akhbar, jlac\ll $3lc)) 5517 dlll > «d@iSes olye Al (e @55 2o silgill clgyVlg aoyill JlaSiwl August 27, 2025

16 Asharq al-Awsat, (1650l pgiSun §)luizy - ol g3l oyl le o 4iST axy January 19, 2026;

Asharq al-Awsat, ;a3 GV clgy] SNy a6 o (J8y95 dlall «alll i» dejl January 13, 2026

"7 The World Bank estimated damage to the industrial, commercial, and agricultural sectors at approximately USD 825 million, with reconstruction and
recovery requiring approximately USD 2.26 billion.

Asharq al-Awsat, 855880l Olaygeill cale 204 lawo (pé duclivnll dijaell Slagiwl 1l January 12, 2026

"8 The Independent Arabia, dugizJl H\ilel) cdlll Gim» acy (abgi o Fanii 2 gl dojl August 19, 2025

120 Asharq al-Awsat, 811> 8l> glang o gasl (6 Gopitih Gl Ugi> o =3l December 21, 2025



https://thebadil.com/analysis/lebanons-water-strategy-drowning-in-promises-thirsting-for-action/
https://mercycorps.org.lb/situational-analysis-on-drought-in-lebanon/
https://mercycorps.org.lb/2025s-drought-in-lebanon-a-dry-season-for-lebanons-farmers/
https://www.sawtbeirut.com/lebanon-news/%D9%86%D8%B2%D9%88%D8%AD-%D9%88%D9%87%D9%84%D8%B9-%D8%A5%D9%86%D8%B0%D8%A7%D8%B1-%D8%A5%D8%B3%D8%B1%D8%A7%D8%A6%D9%8A%D9%84%D9%8A-%D8%B9%D8%A7%D8%AC%D9%84-%D8%A5%D9%84%D9%89-%D8%B3%D9%83%D8%A7%D9%86/
https://www.sawtbeirut.com/lebanon-news/%D9%86%D8%B2%D9%88%D8%AD-%D9%88%D9%87%D9%84%D8%B9-%D8%A5%D9%86%D8%B0%D8%A7%D8%B1-%D8%A5%D8%B3%D8%B1%D8%A7%D8%A6%D9%8A%D9%84%D9%8A-%D8%B9%D8%A7%D8%AC%D9%84-%D8%A5%D9%84%D9%89-%D8%B3%D9%83%D8%A7%D9%86/
https://www.aljazeera.net/news/2026/1/6/%D8%A5%D8%B3%D8%B1%D8%A7%D8%A6%D9%8A%D9%84-%D8%AA%D9%82%D8%B5%D9%81-%D9%85%D9%86%D8%A7%D8%B7%D9%82-%D8%A8%D8%AC%D9%86%D9%88%D8%A8-%D9%84%D8%A8%D9%86%D8%A7%D9%86-%D9%88%D8%B4%D8%B1%D9%82%D9%87
https://www.aljazeera.net/news/2026/1/6/%D8%A5%D8%B3%D8%B1%D8%A7%D8%A6%D9%8A%D9%84-%D8%AA%D9%82%D8%B5%D9%81-%D9%85%D9%86%D8%A7%D8%B7%D9%82-%D8%A8%D8%AC%D9%86%D9%88%D8%A8-%D9%84%D8%A8%D9%86%D8%A7%D9%86-%D9%88%D8%B4%D8%B1%D9%82%D9%87
https://dtm.iom.int/reports/lebanon-mobility-snapshot-round-88-october-2025?close=true
https://www.ipcinfo.org/fileadmin/user_upload/ipcinfo/docs/IPC_Lebanon_Acute_Food_Insecurity_Nov2025_July2026_Report.pdf
https://www.socialaffairs.gov.lb/news/%D8%A7%D9%84%D8%B3%D9%8A%D8%AF-%D8%AC%D8%A7%D9%84%D8%AA-%D9%81%D9%8A-%D8%A7%D9%84%D9%86%D8%A8%D8%B7%D9%8A%D8%A9-%D9%85%D8%B3%D8%A7%D8%B9%D8%AF%D8%A7%D8%AA-%D9%86%D9%82%D8%AF%D9%8A%D8%A9-%D9%84%D9%80150-%D8%A3%D9%84%D9%81-%D9%84%D8%A8%D9%86%D8%A7%D9%86%D9%8A-%D9%88%D8%AE%D8%B7%D8%A9-%D9%85%D8%B3%D8%AA%D8%AF%D8%A7%D9%85%D8%A9-%D9%84%D8%AF%D8%B9%D9%85-%D8%A7%D9%84%D9%85%D8%AA%D8%B6%D8%B1%D8%B1%D9%8A%D9%86/#:~:text=%D9%88%D9%81%D9%8A %D8%A7%D9%84%D8%AA%D9%81%D8%A7%D8%B5%D9%8A%D9%84%D8%8C %D8%A3%D9%88%D8%B6%D8%AD%D8%AA %D8%A7%D9%84%D9%88%D8%B2%D9%8A%D8%B1%D8%A9 %D8%A3%D9%86%D9%91,%D8%A7%D9%84%D9%83%D8%A7%D9%85%D9%84 %D9%81%D9%8A %D8%A8%D8%B1%D9%86%D8%A7%D9%85%D8%AC %E2%80%9C%D8%A3%D9%85%D8%A7%D9%86%E2%80%9D.
https://www.socialaffairs.gov.lb/news/%D8%A7%D9%84%D8%B3%D9%8A%D8%AF-%D8%AC%D8%A7%D9%84%D8%AA-%D9%81%D9%8A-%D8%A7%D9%84%D9%86%D8%A8%D8%B7%D9%8A%D8%A9-%D9%85%D8%B3%D8%A7%D8%B9%D8%AF%D8%A7%D8%AA-%D9%86%D9%82%D8%AF%D9%8A%D8%A9-%D9%84%D9%80150-%D8%A3%D9%84%D9%81-%D9%84%D8%A8%D9%86%D8%A7%D9%86%D9%8A-%D9%88%D8%AE%D8%B7%D8%A9-%D9%85%D8%B3%D8%AA%D8%AF%D8%A7%D9%85%D8%A9-%D9%84%D8%AF%D8%B9%D9%85-%D8%A7%D9%84%D9%85%D8%AA%D8%B6%D8%B1%D8%B1%D9%8A%D9%86/#:~:text=%D9%88%D9%81%D9%8A %D8%A7%D9%84%D8%AA%D9%81%D8%A7%D8%B5%D9%8A%D9%84%D8%8C %D8%A3%D9%88%D8%B6%D8%AD%D8%AA %D8%A7%D9%84%D9%88%D8%B2%D9%8A%D8%B1%D8%A9 %D8%A3%D9%86%D9%91,%D8%A7%D9%84%D9%83%D8%A7%D9%85%D9%84 %D9%81%D9%8A %D8%A8%D8%B1%D9%86%D8%A7%D9%85%D8%AC %E2%80%9C%D8%A3%D9%85%D8%A7%D9%86%E2%80%9D.
https://www.independentarabia.com/node/638526/%D8%B3%D9%8A%D8%A7%D8%B3%D8%A9/%D9%85%D8%AA%D8%A7%D8%A8%D8%B9%D8%A7%D8%AA/%D8%A5%D9%8A%D9%88%D8%A7%D8%A1-%D9%85%D8%A4%D8%AC%D9%84-%D9%86%D8%A7%D8%B2%D8%AD%D9%88-%D8%AC%D9%86%D9%88%D8%A8-%D9%84%D8%A8%D9%86%D8%A7%D9%86-%D8%B9%D8%A7%D9%84%D9%82%D9%88%D9%86-%D8%A8%D9%8A%D9%86-%D8%AD%D8%B2%D8%A8-%D8%A7%D9%84%D9%84%D9%87-%D9%88%D8%A7%D9%84%D8%AF%D9%88%D9%84%D8%A9
https://www.independentarabia.com/node/638526/%D8%B3%D9%8A%D8%A7%D8%B3%D8%A9/%D9%85%D8%AA%D8%A7%D8%A8%D8%B9%D8%A7%D8%AA/%D8%A5%D9%8A%D9%88%D8%A7%D8%A1-%D9%85%D8%A4%D8%AC%D9%84-%D9%86%D8%A7%D8%B2%D8%AD%D9%88-%D8%AC%D9%86%D9%88%D8%A8-%D9%84%D8%A8%D9%86%D8%A7%D9%86-%D8%B9%D8%A7%D9%84%D9%82%D9%88%D9%86-%D8%A8%D9%8A%D9%86-%D8%AD%D8%B2%D8%A8-%D8%A7%D9%84%D9%84%D9%87-%D9%88%D8%A7%D9%84%D8%AF%D9%88%D9%84%D8%A9
https://legal-agenda.com/%D9%84%D8%A7-%D8%B9%D9%88%D8%AF%D8%A9-%D9%88%D9%84%D8%A7-%D8%AF%D8%B9%D9%85-%D8%B9%D8%A7%D8%A6%D9%84%D8%A7%D8%AA-%D9%85%D9%86-%D8%A7%D9%84%D9%82%D8%B1%D9%89-%D8%A7%D9%84%D8%AD%D8%AF%D9%88%D8%AF%D9%8A/
https://legal-agenda.com/%D9%84%D8%A7-%D8%B9%D9%88%D8%AF%D8%A9-%D9%88%D9%84%D8%A7-%D8%AF%D8%B9%D9%85-%D8%B9%D8%A7%D8%A6%D9%84%D8%A7%D8%AA-%D9%85%D9%86-%D8%A7%D9%84%D9%82%D8%B1%D9%89-%D8%A7%D9%84%D8%AD%D8%AF%D9%88%D8%AF%D9%8A/
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https://www.al-akhbar.com/lebanon/856572/%D8%A7%D8%B3%D8%AA%D9%83%D9%85%D8%A7%D9%84-%D8%A7%D9%84%D8%AA%D8%B1%D9%85%D9%8A%D9%85-%D9%88%D8%A7%D9%84%D8%A5%D9%8A%D9%88%D8%A7%D8%A1-%D8%A8%D8%A7%D9%84%D8%AA%D9%88%D8%A7%D8%B2%D9%8A-%D9%85%D8%B9-%D8%AE%D8%B7%D8%A9-%D8%B9%D9%84%D9%89-%D8%AB%D9%84%D8%A7%D8%AB-%D9%85%D8%B1%D8%A7%D8%AD%D9%84---%D9%85%D9%83
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ABOUT MERCY CORPS
Mercy Corps is a leading global organization powered by the
belief that a better world is possible. In disaster, in hardship, in
more than 40 countries around the world, we partner to put bold
solutions into action — helping people triumph over adversity and
build stronger communities from within. Now, and for the future.



