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Preface

In view of the significance of financial and banking
data to researchers and people interested in the Qatari
economy, Qatar Central Bank has made it one of its
priorities to publish this new issue of the periodical series
of reports about the financial and banking system in the
State of Qatar.

This issue complements the issues that have been
previously published by the Central Bank of Qatar. The
first of these reports was in 1985 and dealt with the
financial and banking activities in the State of Qatar since
its independence.

This was followed by another report in 1992, which
addressed the development that took place in the 1980s.
The present report sheds light on the major developments
that the financial and banking system in the State of
Qatar witnessed during the 1990s. This period showed
significant changes and improvements in the economic
sphere. The national income doubled during this period
and the State of Qatar entered the era of exporting
liquefied gas for the first time and the production of
crude oil doubled also. As a result, the financial and
banking system greatly expanded, both horizontally and
vertically. In this period, financial and banking activities
diversified and the Doha Securities Market was
established.

Qatar Central Bank shows great interest in publishing
more reports and studies in the future in order to meet
the needs of the financial and banking institutions inside
and outside the country and hopes that this issue attends
to these needs as well.

Abdulla Bin Khalid Al-Attiya

Governor



Introduction

This report is one of the few studies that deal with the
financial and banking system in the State of Qatar and its
improvement in the 1990s. This report consists of seven
chapters. The first chapter explains the historical
development of the financial and banking system in
Qatar. The second chapter addresses the components of
this system highlighting the relative importance of each of
its branches. Chapter three is devoted to describe Qatar
Central Bank (Qatar Monetary Agency Previously) The
fourth chapter reviews the conditions of commercial
banks and chapter five addresses the conditions of local
money exchange companies. Chapter six describes
insurance companies currently Operating in the country.
The report concludes with a brief account on the Doha
Securities Market since its establishment in 1997 up to
2000.

Qatar Central Bank hopes that researchers and people
concerned find in the contents of this report what is
beneficial to them in their work or research and hopes
that this contributes to the development and prosperity of
the country.

Fahad Bin Faisal Al-Thani

Deputy Governor
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Historical Development of the Financial
and Banking System in the State of Qatar
First Stage: Before Independence, Pre-1971.

The financial and banking system was greatly influenced by
the political and economic circumstances that prevailed in the
country in the second half of the 20th century; especially, that of
being under the British dominion until 1971 and the
commencement of oil export in 1949. A number of important
consequences resulted from these two issues:

1. The currencies that were in use were those of the Sterling
area; such as, the Indian rupee and the Gulf rupee until the
Qatari and Dubai riyal were introduced in late 1966.

2. The British commercial banks were the first to carry out
banking business in the country. In 1950 the Eastern Bank
was established as a branch of the British Chartered Bank just
afew months after the first oil export. It was the only bank in
Qatar at that time and hence it was assigned the duty of acting
as the government bank. As the oil production increased in
the 1950s, new banks were introduced to the country. For
example, a branch of the British Bank of the Middle East was
established in 1954 and the Ottoman Bank (Grindlays Bank)
in 1965.

3. In 1957 a branch for the Arab Bank of Jordan was founded to
be the first Arab bank in Qatar. Followed by a branch of Intra
Bank of Lebanon in 1960 (Mashreq Bank later on until it was
liquidated in 1990). The number of banks in Qatar reached
five and the situation remained the same until 1965 when the
efforts exercised came to a success by the establishment of
the Qatar National Bank with a capital of nine million Indian



rupees. The shares were equally divided between the
government and the private sector. This bank took over the
duty as the government bank from the Eastern Bank.

. In 1970, three more branches of foreign banks joined the
banking system in Qatar. These were: United Bank of
Pakistan, Iran Exports Bank and the American City Bank.
The total number of banks operating in the country before
independence was nine banks. One of these banks was
Qatari, two were Arabs and six were foreigns.

. Money exchange activities like buying and selling of foreign
currencies developed gradually from its rather primitive
stages. This became evident when a jewelry shop was
established to function as a specialized money exchange
company in Qatar in 1955. This shop continued to serve as
the only money exchange shop until 1969 when another
money exchange company was established and a third was
also established in 1970.

. Insurance companies did not exist in Qatar before 1963 when
the need for such companies was felt and as a response this
need, Qatar Insurance Company was established as the first
company specializing in this field. The company started its
activities in 1964. In 1966 three Arab and foreign insurance
companies were established. These were: Arab Insurance
Limited, Lebanese- Swiss Insurance Company and Atlas
Company. In 1969 the Egyptian National Insurance Company
established a branch in Qatar and the number increased to
reach five companies before the independence. Among these
there was only one Qatari company.



The Second Stage From 1972 - 1992:

After Qatar attained independence from Britain in September
1971, Qatar began to witness crucial changes both internally and
externaly. Qatar joined the International Monetary Fund on
September 8th 1972 and World Bank for Construction in the
same year.

Internally, the Ministry of Finance and Petroleum approved
the Agreement of the Society of Commercial Banks operating in
Qatar which aimed to organize bank activities in Qatar
particularly issues related to interest rates. The most prominent
development at that early stage was the issuing of Law Number
(7) of the year 1973 regarding the establishment of Qatar
Monetary Agency (QMA) to take the responsibility of a Central
Bank. The most notable of these responsibilities was that of
Issuing the currency and organizing this in accordance with the
prerequisites of the economic activity and to maintain its
stability and conversion to other foreign currencies. In addition
to that, QMA was aimed to supervise the banking system and
monitor domestic credit system. QMA was managed for the
first twenty years by a general director under the supervision of
the minister of finance and petroleum. In view of these changes,
the Qatari and Dubai riyal was withdrawn and replaced by the
Qatari riyal with the same gold value of the previous currency:
0.186621 gram of gold. The Agency, since its establishment
followed various strategies related to the exchange rate pegs of
the Qatari riyal in order to maintain its stability. Decree No. 72
of the year 1974 was issued to peg the Qatari riyal with the
dollar, as was the case with the Qatari and Dubai riyal. In 1975
Decree No. 60 proposed a fixed rate for the riyal at 0.21 of the
specia drawing rights or what is equivalent to 4.7619 riyals per



unit. The exchange rate of the Qatari riyal against the dollar was
to be determined by the value of the special drawing rights as
specified by International Monetary Fund. Beginning with
1976, the dollar started to depreciate against other major
currencies and hence, QMA increased the vaue of the riyal
several times against the dollar until it reached 3.64 riyals per
dollar in 1980. However, QM A maintained the peg at 3.64 riyals
/ dollars after the appreciation of the dollar in 1981.

QMA followed a fixed interest rate policy in which the rates
remained stable during the period from 1979 to 1990, between
5-7% for long term deposits, and 7 - 9.5% for credit facilitations.
Due to the peg of the Qatari riyal with the dollar, the changes in
the interest rates on the dollar forced QMA in 1990 to follow a
flexible interest rate policy to cope with the loca and
International economic circumstances.

With regard to required reserve, QMA requested banks
operating in the country to keep a required reserve of 1.5% of
the total amount of saving and time deposits in riyals, 4.5% of
the demand deposits in riyals, 5% of demand depositsin foreign
currency and 3.5% of saving and time deposits in those
currencies. This system continued in practice until 1994.

Independence led to a remarkable increase in the number of
banks operating in Qatar. In October 1970 the Oman Bank
Limited of Emirates (now AL Mashreq Bank) was established
and in July 1973 Pariba Bank of France was also established. In
the period which followed the first oil shock in 1973 and the
outcomes of it in the form of dramatic increase in revenues and
government expenditures, there existed an urgent need to
increase the number of banks operating in Qatar. As a response



to this need, Qatar Commercial Bank was established in 1975
and Doha Bank Limited was aso established in 1979. As the
idea of Islamic banks came to existence and this coincided with
the second oil price shock in the years 1980 and 1981 and what
followed these years of faster pace of economic growth, the
national banking base expanded and two national banks were
established. These were the Qatar Islamic Bank, which was
established in 1983 and Al-Ahli Bank of Qatar, which was
founded in 1984.

With the deterioration of oil prices in 1986 and the decrease
of oil production in Qatar, the country entered a stage of
extensive revision which reflected on the banking system. This
period did not witness any establishment of new banks except
one bank which was the International Islamic Bank in 1991.
City Bank closed its branch in Doha in 1987 and the amount of
deposits in banks at that time was far much less than it was
before. The period also witnessed some sudden problems like
the closing down of Al-Mashreq Bank of Lebanon in 1990 due
to problems of mismanagement in its headquarters in Beirut.
Certain local banks found themselves involved to some extent in
the crisis of the Commercia and Credit Bank. A committee was
formed to study the banking situation in the country. This
committee took the responsibility of legidating a new law that
ensures safety and stability in the banking system and accounts
for the many loopholes in the old law and also avoid the
shortcomings. The outcome of this committee was the
appointment of The governor and deputy governor for QMA in
1992

In the post-independence era a great expansion in the money



exchange business took place. Ten money exchange companies
were established in the period between 1972 -1982. In 1982,
QMA issued Law No (4) regulating the profession of money
exchange in the State of Qatar, delineating conditions of the
business rulings related to obtaining licenses and controlling the
procedures of the business. After this law only one money
exchange company was licensed to conduct businessin 1983.

With respect to insurance companies, two new Qatari
companies were established in 1978. The first of these two
companies was the Qatari General Company for Insurance and
Reinsurance and the second was Gulf Insurance Company. The
number of insurance companies reached seven company three of
which were Qatari companies.

The Third Stage: 1993 -2000

In 1993 the Emiri Decree of Law (15) of the year 1993 was
issued to establish Qatar Central Bank (QCB) to replace the
QMA and the law granted QCB authorities over of issuing
currency and acting as a state bank and the bank of the banks
operating in the country. This is in addition to its main duty of
conducting monetary policy. By the end of 1995 QCB's assists
was increased to reach 500 million riyals.

It can be noticed that in this period the number of banks
remained the same despite the fact that the banks expanded
vertically by opening many branches, which reached 81
branches in the year 2000. This is in addition to 14
representative offices. Grandlays Bank became a mixed bank, as
the Qataris owned 40% of the foreign company's assists. In this
period the assets and liabilities of banks doubled also to reach 48
billion riyas in comparison to 25.40 billion riyas in 1993.



Commercial banks worked hard to improve their banking
methods and business techniques to echo global development in
the art of banking business. ATMs spread in many places in the
country and a national network called NAPS connected these
machines together and later on, this national network was
connected to similar Gulf networks in Bahrain, Emirates,
Kuwait and Saudi Arabia. Banks also improved their retall
banking services and introduced tel ephone and online services.

In 1997, Qatar Bank for Industrial Development was
established with a shared capital between the Qatari government
and banks and companies of the private sector to offer feasible
loans to assist light and medium size industries.

In this period, Qatar Central Bank played a more prominent
role in supervising and monitoring banks and money exchange
companies and in conducting the monetary policy. Asto therole
of supervision, QCB issued hundreds of regulations obligating
banks to abide by specific directives in their work to ensure the
soundness of financial system; particularly, in the period
immediately followed the financial crisis of East Asia. Asfar as
the monetary policy is concerned QCB followed a gradual
approach since 1995 resulted within few years in total freedom
of interest rates on deposits and loans on Qatari riyals.

In the year 2000, Qatar Central Bank carried out a process of
issuing the first government debentures (bonds) for medium
term (3 years) in Qatari riyals within the banking system in
Qatar. This mandated the assigning of the responsibilities of
public debt to the department of banking and issuing affairs
which has come to be known now as the department of public
debt, banking and issuing affairs.



Qatar Centra Bank established The Banking Training
Institute in order to provide training programs for employees in
the banking sector in Qatar.

The number of insurance companies operating in the State of
Qatar increased to eight companies by the addition of the
Islamic Insurance Company. The number of money exchange
companies; also, increased to reach 16 companies. Some of the
old companies withdrew from the business ;while, new
companies joined the profession. This period also witness the
proliferation of private investment companies working in the
area of currency and financing speculation. In response to this
new growing business Qatar Central Bank since 1997 enforced
regulations and directives to organize, supervise and monitor
these companies. Thus this period witness the issuing of Law
(15) of the year 1997 on organizing the activities of investment
companies, and Law (16) on organizing the activities of
financing companies. In 1999 the Bank embarked on a media
campaign against the investment companies operating without
the Bank's permission. The bank also warned these companies to
closed down their current illegal practices and start afresh by
obtaining alicense from the Central Bank to start business.
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The Structure of the Financial and Banking System:

The Qatari economy has witnessed a great deal of
improvement in various economic and socia fields within the
last ten years. This was supported by the government policies,
concerned with free economy that depends on the market forces.
This is an evident in the economic map of the country which is
responsive to international economic development and attend to
the benefits of the Qatari economic. That can be noticed from the
improvement that has been achieved by the banking and
financial system which can be described as being responsive and
sensitive to the achievements obtained by the Qatari economy at
the level of the overall economic changes.

By looking at the development process ot the Qatari economy,
especiadly in the last decade, and at the positive average
improvement in al aspects in spite of some negative intervals,
that resulted from external reasons and which created obstacles
for the achievements of some planned goals, we can see that
policy makers were able to neutralize all those effects on the
economy. They also managed to mimimize their intensity on
other occasions. They were able to de that because they followed
an appropriate policy that feeds into the benefits of the Qatari
economy and the the Qatari citizen, who actually constitutes the
corner stone of the Qatari economy.

Asfar asthetota national production is conerned, it achieved a
great dea of improvenent in the last decade in spite of external
changes that were sometimes not favorable; especialy, those
related to globa oil prices. The Gross Domestic Production
increased from 25.1 hillion riyals in 1991 to 59.9 billion riyasin

13



2000 with an average increase of 139%, or 34.8 hillion riyals for
the last ten years. The average annual increase in the GDP for the
last decade was between 9.2% the lowest level in 1998 and 34.9%,
which was the highest average increase in the year 2000. The
average inflation for the last ten years was between -0.9% in 1993
and 7.2% in 1996.then it dropped to 1.7% in 2000, compared to an
increase rate of GDP in the same year, which reached 34.9%.

With regard to genera finance, the government expenditure
increased during the last decade. The expenditure increase was
of 7.1 billion riyals from 1991 to 2000, with an average increase
of 60%, whereas the deficit of the general budget compared to
the GDP was 5.6% in 1991, and it reached 7.3% in 2000.

These developments echoed the development of the external
sector. The level of openness to the world rose from71.6% in
1991 to 88.3% at the end of the last decade due to substantial
improvement in economic activities. Thisincrease in the external
economic activities deemed it mandatory for the banking and
financial system to improve and accustom to such
improvements. The number of banks reached 15 in 2000. Two of
these operate according to the Islamic laws and one of them is a
specialized industrial bank. The branches networks rose to 81
branches and offices. The banking density according to the latest
estimations was approximately one bank for every 6033 people.

As far as money exchange activities are concerned, the
number of exchange companies reached 16 in 2000, in addition
to six branches. The services provided by these companies were
outstanding; especially in the transfer service, due to the increase
in population and the diversity of nationalities of foreign
expatriates in the country.
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TableNo 1;

Opening Dates of Banks Operating in the State of Qatar

Y ear Bank Name No of Banks
1950 Standard Bank 1
1954 British Bank 2
1956 Grindlays Bank 3
1957 Arab Bank 4
1960 Al-Mashreq Bank 5
1965 Qatar National Bank 6
1970 1. United Bank 2. Iran Exports Bank 3. City Bank 9
1971 Oman Bank 10
1973 Pariba Bank 11
1975 Commercial Bank 12
1979 Doha Bank 13
1983 Qatar Islamic Bank 14
1984 Al-Ahli Bank of Qatar 15
1987 City Bank (Closed) 14
1990 Mashreq Bank (Closed) 13
1991 Qatar International Islamic Bank 14
1997 Qatar Bank for Industrial Devel opment 15

The Banking and Financial System For the year 2000:
1st. The Banking System
2nd. The Financial Corporations
3rd. Doha Securities Market

|. The Banking System:
a. Commercial Banks
b. Qatar Central Bank
c. Money Exchange Companies

a. The Commercia Banks:

15



National Banks

Date of Establishment

1965 Qatar National Bank
1975 Commercial Bank
1979 DohaBank

1983 Qatar Islamic Bank
1984 Al-Ahli Bank of Qatar

1991 Qatar Islamic International Bank

Branches| Offices
18 8
11 -
9 3
7 2
6 -
3 1

Specialized Banks

1997- Qatar Bank For Industrial Development

Qatar Industrial Development Bank

Arab Banks

1957- The Arab Bank

1971- Al Mashreq Bank Limited

Foreign Banks:

1950 - Standard Chartered Bank

1954- The British Bank For The Middle East
1970 -Grindlays Bank

1970-United Bank Limited

1970- Iran Export Bank

1983- Pariba Bank

16



Money Exchange Companies:

Foundation

Date Name of Company Branches

1970 Al-Fardan Money Exchange Company 2
1975 Al-Lari Money Exchange Company -
1976 Trust Money Exchange Company
1977 Gulf Money Exchange Company 2
1978 Al-Zaman Money Exchange Company -
1979 Doha Money Exchange Company -
1979 Globa Money Exchange Company -
1979 National Money Exchange Company -
1979 Al-Mana Money Exchange Company -
1979 Al-Shargi Exchange Corporation -
1979 Al-Madinah Money Exchange Company -
1979 Habib Qatar International Money Exchange Company 2
1979 Arab Money Exchange Company -
1979 Islamic Money Exchange Company -
1997 Al-Sadd Money Exchange Company -
1998 Al-Ittihad Money Exchange Company -

2nd. The Financia Institutions
a. Investment Companies
1999 - Qatar Investment Company for Ladies.
2000 - International Investor Company.
b. National Insurance Companies
1964 - Qatar Insurance Company.
1978- Qatar General Company for Insurance and Reinsurance
1978 - Gulf Insurance Company .
1994- Qatar Islamic Insurance Company Foreign Insurance
Companies.
1966 - Arabian Insurance Company Limited.
1966 - L ebanese Swiss Insurance Company.
1969 - Egyptian Ahliyalnsurance Company.

17



The workforce in the banking system increased radically in
the last decade. In fact, it approximately doubled in the period
from 1991 to 2000. The number of employees in banks and
exchange companies was 2999 in the year 2000, compared to
1547 employees in 1991. The increase in the total number of
employees was 1452, with a percentage of 93.9%. Among these
19.5% are Qatari nationals, compared with 9.9% in 1991.

Table (2)

Banks, Exchange Companies, and | nsurance Companies

Y ear 1996 1997 1998 1999 2000
Number of Banks 15 15 15 15 15
No. of Branches 49 58 64 71 8l
Category (B) 39 46 51 57 67
Category (C) 10 12 13 14 14
No. of ATMs 77 104 122 141 169
No. of Exchange Companies 15 15 16 16 16
No. of Exchange Branches 6 6 6 6 6
No. of Insurance 8 8 8 8 8
Companies
(B) = Branch
(C) = Office

With regard to the financial system; which consists of eight
insurance companies and two investment companies, no change
took place to the number of the insurance companies. They
remained eight; four of them were national companies and four
were branches for foreign companies. The improvement in
Insurance sector was in the services provided; especialy, after
the increase of foreign trade and the demand for health insurance
and life insurance services. The number of employees in the
field increased up to 338 in 2000, compared with 263 in 1991
that is 28.5% (75 employees). 10.4% of these were Qatari
nationals in 2000; whereas in 1991 they were only 8.4%.
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In the investment sector, Qatar Central Bank issued motions
(15 and 16) to regulate the activities of investment and funding.
Two investment companies began their activities in accordance
with the Qatar Central Bank motion and with a capital of 20
million riyals for each of them.

The Development of Assets of the Banking and Financial
System.

Asset development was consistent with the rates of
development achieved by the Qatari economy in other economic
fields. The data given in table (3) demonstrate the development
of the assets of the financial and banking system in the period
from 1991 to 2000. The average growth was 93.7% and the
annual growth for the last decade was between 13.2% to -1.1%
with an annual rate of 7.8% The total value of the financia and
banking system assets was 56.3 billion Qatari riyals in 2000,
compared with 29 billion riyalsin 1991.

If we take in more detail the contribution of assets of Qatar
Central Bank, commercial banks, money exchange companies
and insurance companies in the total assets of the banking and
financial system, we find that the percentage of contribution of
Qatar Central Bank assets are about 8.4% out of the total assets
of the banking and financial system in the year 2000 at the value
of 4.7 billion riyals, compared with 2.7 billion riyas at the
beginning of the last decade with an average growth of 75.6%.

The contributions of the commercial banks in the total assets
of the banking and financial system was 89.3%, which was
approximately equal to 50.2 billion riyals in the year 2000,
compared with 25.5 billion riyals in 1991 with a growth rate of
96.9% while the average growth of money exchange companies
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fluctuated during the last decade. The value of their assets was
approximately between 201.7 million riyals, and 154.4 million
riyals and their contribution in the total assets of the banking and
financial was 0.3%.

The assets of insurance companies increased in the last
decade i.e. from 1991 to 2000, with a rate of 71% to reach 1.2
billion riyals in 2000, compared with 0.7% billion riyals in
1991. The average contribution of their assets to the total assets
of the banking and financial system was 2%.

The contribution of the financial and banking system in
thetotal GDP:

The contribution of the financial and banking system in the
total GDP was about 3.0% in 2000 to reach 1.8 billion riyalsin
the same year, compared with 997 million riyalsin 1991 with an
average growth rate of 81.3%. The average contribution of the
banking and financial system in the GDP was 3.0% in 2000 and
4.5% in 1998. The contribution of the finance sector, insurance
and business services was 37.9% in 2000 and the rate was
between 32.4% in 1993 and 38.1% in 1996.

Looking in more detail at the sector of the banking system
reveals the fact that banks contributed to the GDP with the sum
of 1.7 billion riyals and an average of 2.8% in 2000. Banks
achieved an average growth of 86.1%, compared with 1991. As
to the banks contribution to the financia, insurance and
business services, was 35.1% in 2000, compared to 31.8% in
1991.
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The total contribution of money exchange companies was
0.1% out of GDP with the sum of 34 million riyalsin 2000. The
achieved average growth was 47.8% in the last decade, but its
contribution to the finance, insurance and business services was
0.7%.

The Development of the Banking Services:

Technology had a great effect on the improvements of the
banking services during the last ten years,; especialy, after the
increase in the workload, doubling of growth rate and increase
of competition. It was a must to employ new and modern
banking systems to ensure ease of banking processes and offer
high quality services. Therefore, Qatar Central Bank established
in collaboration with the banks operating in the country, a
network system for al ATMs for al banks (NAPS network).
This, of course, helped to unify the technical systems and reduce
the cost of banking services. It; also, improved the banking
business and benefited the clients because in the form of making
use of any of the 210 ATMs available throughout the country.

A similar system was aso employed between the Gulf
countries in which all ATMs were connected by GCC NET. The
first connection was made with the system in Kuwait on Oct.1,
1997 and then followed by the connection with the UAE and
Bahrain on May 15, 1999. The connection was completed with
the other gulf countries on August 24, 1999. This connection
helped in reducing the cost of banking services and it made it
easy for customers to withdraw cash form anywhere in the
region. The connection also created a kind of harmony between
the systems used in the Gulf Countries, which reinforced the
negotiating power and increased the utilization of technology to
improve the banking business.
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TableNo: 5

The Employees of the Financial and Banking System

L 1999 2000
Thedescription
Banks Insurance Banks Insurance

Qatari 153 22 585 53
% 9.9 8.4 195 104
Non Qatari 1394 241 2414 303
% 90.1 91.6 80.5 89.6
Total Totdl 263 2999 338
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I ntroduction

The Emiri Decree of Law (15) of the year 1993 regarding the
establishment of Qatar Central Bank realized the expectations
for a much more effective role of Qatar Centra Bank in
enhancing the bases of stability of the banking institutions and
reinforcing the outstanding achievements that were
accomplished by the banking sector. The bank has taken the
responsibility, in accordance with the provision of this law, of
organizing the monetary policies, insurance and finance; and
then implementing these policies according to the general plan of
the government. The aim was to support the national economy
and the stability of the currency. The law specified the goals of
the bank as follows:

1. Administering the monetary policies and banking insurance to
accomplish the economic policies of the government.

2. Carrying out the right to issue the currency and administer its
exchange.

3. Making sure the currency vaue is stable and is feasibly
transferable to other currencies.

4. Organizing and supervising banks and financial institutions in
accordance with the provisions of the law.

5. Carrying out the duties of the government bank within the
legal limits enshrined in this law.

6. Acting as the bank of banks operating in the country.

7. Keeping and managing the reserve money allocated to
covering the currency.

For the bank to function and accomplish its responsibilities, it
employed a qualified staff of both Qatari and non-Qatari cadre.
By the end of the year 2000, the bank formed the following
departments:
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- Banking monitoring department.

- The department of systems and devel opment.

- Banking, issuing and public debt department.

- Department of economic policies.

- Department of administrative and financial affairs.

- Department of Investment.

- Legal affairs Unit.

- Auditing Unit.

The Capital of the Bank:

For the bank to perform its duties successfully and
independently and to achieve the goas planned, the law
provided for a substantial increase in the bank's capital. The
capital was raised to 50 million Qatari riyals. This means the
capital was doubled five times as the capital of the Qatar
Monetary Agency was only 10 million Qatari riyals. Though this
increase was relatively high, it still did not satisfy the aspirations
of its management team. So the bank doubled its capital for ten
times again in 1995, in which case the capital became 500
millionQatari riyals. Two years later and to cope with the
expansion of the bank's activities and the massive development
in the Qatari economy, the capital was doubled for the third time
to 1000 million riyals.

Budget of Qatar Central Bank:

The statistical figures of the Qatar Central Bank indicate that
there was a radical development in its budget during the last ten
years (between 1990 and 2000). The total of the overall assets
rose; continuously, in the last ten years except for the years1994,
1996 and 2000. The total assets of the bank rose from 2680.6
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million riyals in 1991 to 4706.5 million riyals in 2000. The
average increase in assets was 75.6% and with an annual
percentage of 8.4%.

It can be seen through the detailled anaysis of the bank's
budget that the increase in liabilities during the years 1991-2000
was concentrated; mainly, in issued currency; which rose from
1412 million riyalsin 1991 to 1979.4 million riyalsin 2000. The
average growth was 40% and the highest annual growth for the
issued currency was 27% in 1999 with the exception of the year
1994; when it recorded a slight drop of 0.1%.

The section on capital and reserves witnessed a great
improvement during the period under discussion (1991-2000). It
increased from 30 million riyalsin 1991 to 1318 million riyalsin
the year 2000. This means it was doubled more than 43 timesin
the specified period.

With reference to the deposits of the local banks in the central
bank, the improvement in the balances of these deposits was
subject to two main factors. These were the level of clients
deposits in local banks and the changes that the central bank
made with reference to the obligatory reserve balances. The
figures shown in table (6) indicate that the deposits of local
banks in the central bank increased variably during the last ten
years, especialy, in year the 2000; which was 1082 million
riyals in comparison to 522 million riyals in 1991. The average
growth was 107%, which reflects the increased amount in the
deposits of the local banks. On the basis of these deposits the
average of obligatory cash reserve was calculated to reach 2.75%
of the total deposits.
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It can be noticed from the analysis of the assets available in
the bank's budget in the same period that there was a remarkable
progress in the area of foreign assets, which include the balances
in foreign banks and foreign debentures and treasury bonds as
well as the State of Qatar's share in the International Monetary
Funds. Foreign assets increased in 2000 to reach 3882.3 million
riyals compared to 2493.3 million riyals in 1991. The increase
was estimated at 1380.6 during the nine years referred to and the
average increase was 55.4%. This increase was mainly
concentrated in the foreign debentures and treasury bonds which
rose from 1221.7 million riyals in 1991 to 3101 million riyalsin
2000. That is, it doubled two times and a half during this period.
This increase was due to many reasons the most important of
which are the increase in the capital of the bank, its reserves and
the deposits of local banks in the manner previously mentioned.

Local assets have witnessed fluctuation during the period
(1991-2000). They were estimated at 227.6 million riyals and
this was the lowest in the whole period but scored 1969.7 million
riyals, when they reached the peak in 1998. Then they went
down again to 445.2 million riyals in 2000. These changesin the
local assets were; mainly, in the unclassified assets.

It is worth mentioning that Qatar Central Bank pursued its
efforts to maintain stability in the exchange rate of the Qatari
riyal against the US dollar. This was possible due to the increase
in the proportion of covering of foreign assets to the issued
currency in a way that exceeded the legally acceptable rate by
100%. This rate continued rising during the period (1991-2000)
until it reached 215.2% in the year 2000, compared with 176.5%
in 1991.
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TheMonetary Policy of the Central Bank:

The bank specified the goals of its policy as to guarantee The
stability of the exchange rate of Qatari riyal against the US dollar
and to achieve stability at the level of local prices to be below
international inflation, financial stability to the banking system
and to contribute to the development of domestic economy.

The bank is trying to accomplish these goals by all possible
means, such as, proposing a fixed rate for the riyal against the
US dollar, controlling the interest rate on the riyal, specifying the
reserve requirements, deducting stocks of banks and re-buying of
government debentures for short terms. The bank was also
controlling the interest rate on the riya directly through
changing those rates, but now it has given the banks the freedom
to gradually fix those rates.

The freeing of the interest rate in the Qatari market started
with a preliminary step through which the interest rate on credit
was freed at the beginning of August, 1995. This decision had an
effect in raising the interest rate for loans; especially, with the
increasing demand on credit by the government and public
sectors.

The previous step was followed by another step which was the
partial freeing of interests rates on deposits for more than 15
months. This step took place in the middle of April 1998 and this
had a great effect on providing medium term finance sources for
commercial banks, the sum of which reached approximately 1.5
billion riyals. The deposit balances which terms were more than
ayear rose from 0.1 million riyals at the end of December 1997
to reach 1353 million riyals by he end of December 1998.
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The third step followed immediately, and at the beginning of
1999 the bank took a decision to abolish the restrictions that
were on the interest rates on the deposits which terms were more
than 12 months. The deposits which terms were less than a year
were subject to maximum limits determined by the Central
Bank. The importance of this step was clearly evident by the
increase of the long-term deposits from 1.4 hillion riyals at the
end of Dec. 1998 to 2.7 hillion riyals with an average growth of
93%.

The interest rates on the riyal were completely freed by the
bank's decision in Feb. 2000, which stated that the banks had the
full freedom to determine the interest rates on deposits of various
terms and with this the interest rate is entirely under no
constraints from the Central Bank. Rather it determined in
accordance with market forces.

With this the final step was taken by the central bank to
freeinterest rates on the Qatari riyal. The Bank at the same time
became in great need for new tools that will allow the Bank to
make up for the absence of the tool of interest price as the Bank
gave away almost all its tools except the tool of compulsory cash
reserve. In July, 1999, the bank introduced a new tool to
influence the interest rates on both the debit and credit in
commercial banks and then to influence the overall variables of
the domestic economy. This new tool was in the form of
re-buying in which the banks are allowed according to this tool
to sell part of the government debentures; which they have to the
Central Bank with an undertaking that they would buy them
again within two weeks according to the prices given by the
central bank. Through this mechanism the central bank could
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control the cash levels available in the banking system and also
influence the interest rates.

Concerning the compulsory reserve, the bank changed its
policies, which were in use since 1995. The banks were
supposed to keep at least 19% of the reserves of al current
accounts, whether, those in the Qatari riyal or in any foreign
currency with interest orwithout interest. This percentage
changed since February 2000 to 2.75% out of all deposits and
current accounts.

Qatari Riyal Exchange Rate:

Business activities in the last decade show that the Qatari riyal
exchange rate was fluctuating against the magor currencies
except the US dollar with which it was firmly connected since
1980 at the rate of 3.6415 Qatari riyals for buying each dollar
and 3.6385 for selling each dollar. Therefore, the Qatari riyal
was affected against the other currencies in the same way the
dollar was affected by those currencies.

When the exchange rate of the Qatari riyal was monitored at
the end of 2000 and compared with 1991, it was found that the
exchange rate noticeably improved against other currencies,
except the Japanese yen, during this period.

When the improvement of the exchange rate of the Qatari
riyal against other currencies was observed at the end of the
period, it was found that it gained an increase against the sterling
pound estimated by 15.4% at the end of the year 2000 compared
with 1991. The sterling pound's rate decreased from 6.4208
riyals for a pound in 1991 to 5.4316 riyals in 2000. The German
(Deutsche) mark also decreased by 20.9% from 2.1894 riyals for
amark in 1991 to 1.7314 riyals for a mark in 2000. The French



franc decreased by 20.2%, from 0.6466 riyals for afranc in 1991
to 0.5163 riyals for afranc in 2000. The Dutch gilder dropped by
21.8%, from 1.9657 riyals for a gilder in 1991 to 1.5369 riyas
for a gilder in 2000. On the other hand, the Japanese yen
increased by 16.8 during the same period. It increased from
2.7133 for a hundred yens in 1991 to 3.1680 for a hundred yens
in 2000.

With regard to the to the directions of the exchange rate
according to the average rate of the period, the increase was an
advantage for the riyal exchange rate against most of the
currencies except the Japanese yen. The riyal increased against
the sterling pound by 14.4% as an average for the period. The
pound decreased from 6.4464 riyals for a pound in 1991 to
5.5186 riyals for a pound. The Deutsche mark decreased against
the riyal from 2.2062 riyals for a mark in 1991 to 1.7147 riyals
for amark at the end of the last decade and the percentage of this
decrease was 22.3%.

The riyal has also increased against the French franc by
21.5%. The franc decreased from 0.651 riyals for each franc in
1991 to 0.5113 riyal for a franc in 2000. The Dutch gilder also
recorded a decrease against the riyal, when it fell by 22.8% and
reached 1.5218 riyals for a gilder in 2000 compared with 1.9703
riyals for a gilder in 1991. However, the Japanese yen increased
against the riyal by 24.8% as it increased from 2.7057 riyals for
a hundred yens to 3.3776 riyals for a hundred yens in 2000.
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Government Debentures:

Commercial banks in the State of Qatar were facing great
pressure due to the increase in government credit; which was
52% of the total domestic credit facilities and the implications of
this, like exercising 'crowding out' pressure to private credit.
This means depriving the banking sector from necessary cash to
function properly in development and other consequences that
do not affect the banking sector only but extend to affect the
national economy as a whole. The Central Bank in collaboration
with finance authorities in the government proposed a suitable
solution to this problem, which allowed the government to get
the financia resources it needed. The solution that the Central
Bank proposed in collaboration with financial authorities was to
substitute government credit in the banking system or part of it
with debenture loans so that the percentage of government credit
facilities could be reduced in the banking system.

The first step of this solution began when the Central Bank
issued on behalf of the government the first local debenture loan
on 30/6/1999 at a value of 2000 million Qatari riyals with an
interest rate of 7.75% for three years. The interest on these
debentures was to be paid every six months. The banks operating
in Qatar participated in the underwriting of the entire loan. After
that, the Central Bank issued other two loans on 20th and 26th of
December 1999 at the total value of 3000 million Qatari riyals.
The first loan was of 1000 million Qatari riyals and the second
was of 2000 million Qatari riyals and with an interest rate of 8%
for five years for both of them. The interest on these two loans
was to be paid annually. The local banks underwrote the entire
amount of these two loans.
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Banking Monitory:

The department of banking monitory plays an important role
in the accomplishment of the objectives of the Qatar Central
Bank, particularly in the areas of organizing and monitoring the
activities of banks and monetary institutions. The department
issues a number of directives every year including instructions
that the Bank sees necessary to maintain the safety and stability
of the banking system. The department of banking monitoring
compiled all these directives since 1999 in a book bearing this as
its title in order to facilitate reference to these directives to those
concerned with these issues, particularly, employees in the
management of local banks.

The book consisted of six chapters. The first chapter dealt
with exchange rate policy and the second chapter addressed the
monetary policy of the Bank. Chapter three explained banking
issues and issuing. The relationship with government bodies was
dealt with in chapter four and the instructions related to banking
monitoring were included in chapter five and this took most of
the book from page 70 to 389. This means that the majority of
the book focused on this issue. In chapter six, a number of pages
were devoted to discussing the public debt. As to chapter five;
which was occupied with discussing banking monitoring, this
chapter included comprehensive instructions covering all aspects
related to the activities of banks; particularly, in the following
areas.

1. Monetary

2. Foreign exchange in terms of maximum limits of dealings
and dealing with commercial margins for the benefit of
clients and derivatives and the tools of monetary market.
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3. Banking policies dealing with deposits in banking
institutions.

4. Investments including those of Islamic banks.

5. Organizing credit.

6. Banking policies in the area of credit policies and credit
concentrations and overdrawn accounts ... etc.

7. Finance policies in Islamic banks including local,
international and real estate financing and giving credit for
purposes of trading in stock exchange markets.

8. Centrality of banking risks.
9. Automatic connection system.
10. Banking ratios and indicators such as:
* ratio of cash sufficiency
* ratio of credit to deposits
* ratio of current debit to credit
* ratios pertaining to Islamic banks
* ratio of capital and reserveto total assets
* ratio of capital sufficiency
11. Monthly statement of assets, viabilities and final accounts
for every bank.
12. Client deposits.
13. Boards of directors.
14. External account auditors.
15. Internal auditing.
16. Appointment of high ranking officials in banks.
17. People authorized to sign in banks.
18. Correspondence between banks and Qatar Central Bank.

40



19. Activities of bank and branches.

20. Computer and automatic tellers.

21. Bank registration and fees.

22. Guide of standards and accounting policies.

23. Bank work schedules and holidays.

24. Instructions and precautionary recommendations .

25. Other instructions.

Qatar Central Bank updates this book every year to include
new directives. While the first edition of the book in 1999
included all previous and following directives, later editions
includedonly those directives that are implemented and excluded
those which were canceled. Those who are interested in these
directives can get a copy of the book from the banking
monitoring department in Qatar Central Bank. As to the period
that this exposition of the situation of the banking and finance
system covered, the copy issued in June 2001 of this book
covered all the directives issued in that period. With regard to
banking rates and indicators; which were applicable in the period
under study, they are summarized in the following:

1. Therate of sufficient liquidity for commercial banksis at least
100% and liquidity is the ability of the bank to deliver its
commitments inside and outside the budget, and the ability to
make available loans to privileged clients if need be. So the
rate is measured by all the funds and financial credits of the
bank whether those in the Central Bank or in other banks or
those financially usable bonds, and assessed by client deposits
and bank short-term deposits. The way of calculating the rate
in Islamic banks is different from the way used in commercial
banks.
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. The proportion of credit to deposits: Qatar Central Bank fixed
the maximum limit of this at 95%, which means that credit
facilities given to clients after deducting pending debts and
interests for clients shall not exceed 95% of client deposits in
any bank.

. The proportion of current debit to credit: the current
debitbalance shall not exceed 50% of the total funds of credit
facilitiesin al banks.

. The proportion of international finance to client deposits in
Islamic banks shall not exceed 70% as the maximum limit.

. The proportion of investment in rea estate (investment -
circulation) and in purses, funds and other assets to capital and
reserves in Islamic banks shall not exceed 70% as the
maximum limit.

. The proportion of capital and reserves to total assets was 6%
as the minimum limit but this changed to 10% in May 2000.

The proportion of capital sufficiency: Qatar Central
Bankdecided to implement the rate of capital sufficiency at a
minimum limit of 8% in accordance with decisions of Bazal
Committee. The proportion is calculated by dividing basic
capital; which is the capital paid, reserves and periodical
profits; and the complementary capital, which is comprised of
the complementary loans, general alocation, the
unproclaimed reserves, reassessment reserves and other
capital tools by the total assets after considering them in
weights ranging between 0% to 100%.
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Commercial Banks:

In 1990s the banking sector advanced a great dea and
somepositive phenomena were evident, the most noticeable of
which was the attainment of high development rates in the main
activities in general and in the financially mediated activities in
particular. Commercial banks operating in the State of Qatar
accomplished an increase in the total of their assets and
liabilities during the last nine years. During the period from
1992- 2000 the country witnessed the birth of two new national
banks. One of these was the Qatar Grindlays Bank; which
entered the banking business in Qatar in the first half the 1950s
and then changed into a national bank in the second half of the
year 2000. The second started its activities as an industrial
development bank in the second half of 1997. The number of
branches also increased by 46 branches. 11 of these are branches
of Qatar National Bank, 9 are branches of Commercial Bank, 6
branches for Doha Bank and the same number of branches for
Al-Ahli Bank of Qatar, 5 braches for Qatar International 1slamic
Bank and one branch for Arab Bank Limited and one branch for
(HSBC) and 7 branches for Qatar Islamic Bank. Banks
continued their effortsin the area of developing working systems
to match with the latest development in technology. Bank of
Oman Limited changed its name to Mashreq Bank.

Table (9) shows that the total number of commercial banks of
different nationalities operating in the country has reached 15
banks at the end of 2000. This number is distributed into eight
national banks, two of them operate according to the Islamic
laws, two Arab Banks and five foreign banks. The network of
branches expanded at the end of 2000 to reach 96, compared
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with 50 in 1991. The national banks have the greater share of
this local network of branches as they have 85 branches leaving
only 11 branches for Arab and foreign banks.

Table(9)

Banks Operating in the State of Qatar Distributed Accordingto
Nationality, Opening Date, Capital as Shown at the End of 2000

Name of Bank Nationality T(:haéﬂgn'é‘s Opening| Hgs. and
Of OR. Date |Branches

National Banks
(1) Qatar National Bank Qatari 1,038,208 | 3/1/1965 30
(2) Qatar Commercia Bank Qatari 197, 754 | 10/41975 13
(3) Doha Bank Qatari 18,457 | 15/3/1979 14
(4) Qatar Islamic Bank Qatari 250,000 | 1/7/1983 11
(5) Al-Ahli Bank of Qatar Qatari 182,813 | 4/8/1984 9
(6) Qatar Int. Islamic Bank Qatari 90,000 1/1/1991 6
(7) Qatar Bank for Indust. Dev. |  Qatari 200,000 | 6/7/1997 1
(8) Grindlays Bank of Qatar Qatari 75,000 1/8/2000 1
Total 2,218,345
Arab Banks
(9) Arab Bank Jordanian 10,000 |18/6/1957 3
(10) Mashreq Bank Emirates 10,000 [16/10/1971] 1
Total 20,000 |31/2/1950 4
Foreign Banks
(11) Standard Chartered Bank British 10,000 [28/2/1954 1
(12) HSBC British 10,000 |10/9/1970 3
(13) United Bank Limited Pakistani 10,000 |27/9/1970 1
(14) Bank of Iran Exports Iranian 10,000 |23/6/1973 1
(15) B. N. P. Pariba French 10,000 1
Tota 50,000 7
Overall Total 2,288,345 96
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The total capital of all these banks reached by the end of 2000
about 2288.3 million Qatari riyals compared with 572.7 million
Qatari riyals in 1991. About 2218.3 million Qatari riyals is the
capital of Qatari banks and about 70 million riyals is the capital
of Arab and foreign banks.

Aggregate Balance Sheet of the Commercial Banks:

The total amount of bank assets and liabilities was in a steady
increase during the years from 1992-2000. By looking closely
into the aggregate balance sheet, it can be noticed that pattern
ofdevelopment during these years was rapidly increasing. The
total assets (liabilities) rose from 24817.2 million Qatari riyalsin
1992 to 48019.2 million Qatari riyals in 2000. It is evident that
the Qatari economic system was characterized during this period
by a remarkable rhythmic increase in development due to the
increase in oil prices in the international market. Development
covered various economic sectors without exception. This
improvement was associated with a horizontal expansion that the
banking system witnessed; whether, in the form of new banking
ingtitutions entering the banking sector or in the form of
expansion of existing banks by establishing new branches.

Sour ces of Funds of Commercial Banks:

Commercia banks funds can be divided into two main types:

a. internal (self) sources which are normally long term.

b. external sources which are medium or short term sources.

The proprietorship rights; which are the capital and reserves,
are considered the most important self sources; while, deposits
are one of the most important external sources.

Table (10) shows that there is steady increase in the sources of
funds of commercial banks from 48019.2 million riyals during
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the nine years, i.e. from 1992-2000 due to increase in internal
and external sources. On the one hand, capita and reserves
continued their growth during the nine years and the
development increased considerably when capital rose from
2762.1 million riyals in 1992 to reach 6329.9 million riyals in
the year 2000 forming 13.2% of the total assets.

By observing developments recorded in entries of external
sources of commercia banks during 1992-2000, it can be
noticed that the total deposits, which constitute the greater part
of liabilities continued their growth steadily during most of the
years of the period mentioned. They rose sharply from 18768.4
million riyals in 1992 to 36485.0 million riyalsin the 2000. The
analysis shows also that private deposits doubled from 13704.9
million riyalsin 1992 to 27082.9 million riyas in the year 2000;
while, the government deposits increased to reach 9402.1 million
riyalsin the year 2000 from 5063.5 million riyalsin 1992.

When we analyze figures of private deposits according to their
terms in the period from 1992-2000, we find that demand
deposits rose marginally from 2669 million riyals in 1992 to
2776 million riyalsin 2000. In contrast, saving and term deposits
doubled in 2000 to 18 hillion riyals, compared with 6.7 billion
riyalsinl992. It is clear that the increase in 2000 was the highest
compared with the increases of the other yearsin the period.This
may indicate to the lack of opportunities of domestic investment.
Deposits in foreign currencies; also, rose in 2000 to 6.4 billion
riyals, compared with 4.4 billion riyals in 1992. Government
deposits recorded a substantial increase in the period under study
and in the year 2000 particularly.
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Uses of Fundsin Commercial Banks:

A close look to the development of the movement of fund
investment in commercial banks operating in the State of Qatar
during the period from 1992 - 2000 will indicate to the
occurrence of outstanding developments in the issue of
fundinvestment both in the local market and in external markets.
In terms of the local market the data in table (11) show that
thedomestic net credit continued to rise throughout the period
except in the year 1992 and 1994. The amount of domestic credit
rose from 18113 million riyals in 1992 to reach 28541 million
riyals in 1999, but it fell dightly in the year 2000 to 27913
million riyals. This fall is the fourth fall in banking credit since
1981 and is accompanied by a rise of net foreign assets. This
reflects the relative attraction of foreign investment opportunities
compared with local investment opportunities.

By looking closely into the banking credit funds across the
years under study, it can be noticed that the movement of
development was rapidly progressing; especially; during the last
thee years; which followed the oil price increase in the global
market in1996. Commercia banks expanded remarkably in
granting banking credit to various economic sectors and
particularly to public sector.

With regard to net foreign assets that represent net financial
investment of banks outside the scope of national economy
during the same period, (1992-2000), the data in table (11) show
that the nine years generally witnessed continuous improvement
except in the years 1993, 1998 and,1999. In fact, these assets
jumped from 4814 million riyals in 1992 to 9398 million riyals
in 2000 and that the pattern of development was remarkably
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rapid in the year 2000, as it reached three times the amount in
1999; which was 3094 million riyals and in the year 2000 it was
9398 million riyals.

As to the pecuniary assets of commercial banks, which also
include notes and pecuniary coins in their safes in addition to
deposits in Qatar Centra Bank, we find that the size of
pecuniary assets in banks during the period from 1992 -2000
have risen from 768 million riyalsin 1992 to 1368 million riyals
in 2000.

The general hierarchical structure of fund investment in
commercial banks during the period from 1992-2000, show that
local credit received the lion's share of the total bank investment
of their funds.
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Distribution of Banking Credit According to Economic
Purposes:

The data in table (12) reveals that the banking credit during
the period from 1992 -2000 continued rising during most of the
yearsin the period under study except the sudden decrease of the
year 2000. A close look at table (12) will also show substantial
progress in sectorial distribution of credit activity. The sectorial
map of the banking credit shows that the government and
government institutions sector continued to receive the greater
proportion of banking finance. The individual sector clearly
became the first competitor with government and government
ingtitutions sector. A careful reading of the data in table (12);
especially, the data related to distribution of credit facilities to
commercial banks according to economic sectors, will indicate
that the public trade sector occupies the third rank after the
government and government institutions and individuals sector.
However, the share of the public trade sector exercised a
continuous decline since 1996.

As to shares of other economic sectors like the industry,
agriculture and transport from the total banking credit, they were
remarkably low throughout the past nine years. It is evident from
the data in table (12), the extent of reduction in their relative
shares; particularly, during the last years of the period. In 1992,
for example, the share of industry sector from the total banking
credit did not exceed 1.1% and in the transport sector, 1.8%, and
the agriculture sector maintained a relatively similar percentage
in the total facilities during the nine years.

Perhaps it is useful in this connection to indicate that the fall
in the shares of industry, agriculture and transport sectors from
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-~ Personal —— Industry & Agriculture —— Merchandise

——Housing, Construction and Lands ——Governor and Government Institutions
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the total banking credit was not due to reservation exercised by
commercial banks in respect to this type of credit that is subject
to risks exceeding those risks found in other types of credit, as it
requires terms that may extend for long. Rather it is because of
the very few requests submitted by these sectors to the banks.
Table (12) aso illustrates the variation in relative focus to
domestic credit directed to industry sectors. The share of housing
and construction; for instance, dropped from 5.1% in 1992 to
2.6% in the year 2000 and that is for the benefit of relative
shares of other economic sectors like trade, individuals and
estate; while, the agriculture sector maintained the same relative
importance in the total facilities during the years at a level of
0.1%.
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Money Exchange Companies:

The activity of local money exchange companies is one of the
Qatar money market activities. In addition to the role of
commercial banks, money exchange companies play an
important role to meet the local needs for foreign currencies and
precious metals for various purposes, particularly, those needs
related to attending to unseen economic dealings. Through these
companies a variety of needs for foreign currencies are fulfilled.
For example, foreign currencies needed for purposes of
tourism,education, medication abroad and personal transfers by
expatriate workers to their families are among the services
provided by these companies. This service takes different forms.
It could be in the form of cash transfers or in the form of
travelers checks or drafts drawn on correspondents abroad
whether these are commercial banks, foreign exchange
companies or externa branches to these companies or by using
modern technology of money transfer like 'swift' and other forms
of instant transfers modes like fax or cable.

In view of the nature of the activities of this sector as one of
the main basic channels of currency flow to and from the
country, Qatar Central Bank gave it great importance. The
amount of money flow that is accomplished through these
companies are monitored in order to record this flow from
different sources both, the incoming to the country as well as the
outgoing from the country during the year. The number of
money exchange companies in the State of Qatar reached 16 as
shown in table (13); which aso shows the capital of each of
these companies and the year of establishment.
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Sour ces And Uses Of Money In M oney Exchange Companies
During The Period Form 1992 - 2000:

The entries of the aggregate budget of money exchange
companies operating in the State of Qatar during the period
1992-2000 show that the general track of the total assets
(liabilities) was not stable. On some occasions it was falling and
on other occasions it was rising and in this it was influenced by
prevailing economic climate. If we observe the direction of the
total assets (liabilities) in table (14) below, we find that the total
assets and liabilities fell to 158.2 million riyals in the year 2000
compared with 201.7 million riyalsin 1992.

When we analyze the liabilities or what is known as the
sources of money in the aggregate budget of money exchange
companies as shown in table (1), we will realize that these
companies depend on their own self sources, like capital and
reserves. They aso depend on external sources; such as, their
commitments to local and external banks and other money
exchange companies as well as other branches. When we know
the extent of dependence of these companies on available
resources to finance their assets, weredlize that externd
resources of these companies for the period from 1992-2000
constituted about 69.1% in annual average of their total assets,
while the annual average of the coverage of selfsources
comprising capital and reserves was about 30.9%.

On the other hand, the assets reveal that the uses of money in
exchange companies during the period were, basicaly, in the
form of credits in banks and money exchange companies;
especially, abroad. The aim was to finance the payment orders
written by money exchange companies to beneficiaries. These
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—— Total Assets




credits occupied about 54.0% of the total average of exchange
companies assets in the period from 1992-2000 and the
remaining was distributed on other uses. The share of cash
balances, used to finance the daily transactions of these
companies during the same period, was about 21.0% on annual
average. As to other assets including fixed assets, they were
about 25.0% in average of the total assetsin the same period.

65



L'8¢ oov 6'17C R 74 ooe 0'6¢ eve 9'0¢ €6c Ssiigel] Bylo
Q1T 8L L8 80T V1T A4 184" TTT €8 siebueyoxe
pue sayoue.q
10} SJUN0JDY
LCS 6'T9 0T6 99/ A2 L'EL v'18 0L | 68IT SjunodJe Mueg
€99 985 T'.S 809 g6l 691 o9 LSy Z'Sh | SOnesal pue ferided
¢'8GT | €89T | LT8T | 8¢9T | TT9T | 8€9T | 8'99T | v'¥ST | L'TOC Sanl|igel] =SpssY
L'S¢ 2'6¢ 0'9¢ q0e v'1e 9'¢y TAVAS Al zor ssse BUIO
69 T.L L6 L) EVL 8TI L0T 68 7’6 S)esse paxiH
g€ L'S €8 A v 1A% L'E TL 'L Ssyaoue.q pue
sJebueyoxs ulSsypal)
9'06 7’88 9'¢6 ¥'18 6¢L VL 0'¢8 89L | VEIT S)uUeq ulslpaID
qTe 6',E 1214 0104 €8¢e 60 A4S V'1€ qTe afes sy ul yse)
0002 6661 8661 1661 9661 G66T 66T €661 2661 uondioseq

(SreA11 1re1ed uol||iw ui)

0002-266T PO1Jad au1 Bulinp sered jo areis sy}

ul Buire jedo seiuedwo) abueyox3 Asuo |\ Joj BBpng pauiquo)

(wT)8l0e L



Insurance Companies

The Banking
& Financial
System in
the State
of Qatar,




I nsurance Companies:

The insurance sector is considered one of the essentia
constituents of the financial and banking system. It has become
more responsive to economic and social developments in the
State of Qatar, asit was greatly influenced by the intersections of
various sectors and by the relations of these sectors with
theexternal economy. The need for insurance grew considerably
as the complex needs of modern life increased; particularly, the
economic activities due to the phenomenal increase in averages
of risk and loss.

Insurance services diversified to include various types of
risks, such as, insurance against accidents, fires, marine
insurance, health insurance and others. The insurance activity
expanded to cover non-commercial risks like insurance against
political risks like confiscation, appropriation and wars and so
on.

Insurance companies play a decisive role in insuring
constructions despite the fact, that a great number of such
contracts are also reinsured abroad due to great susceptibility of
risk because of small local markets and little size of resources.
Local insurance companies gain a reasonable margin of
commission on these contracts, in addition, to other benefits
gained from these insurance activities. In this connection,
insurance companies do in fact contribute to the increase of
development rates of GDP through its positive influencing on
levels of investment and employment. The 1990s witnessed the
establishment of one new insurance company; which is the
Islamic Insurance Company in 1994, and with this the number of
insurance companies increased to eight, four of these were
nationals and the other four were branches to Arab and foreign
companies as shown in table (15) below:
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The Consolidated Balance Sheet of National Insurance
Companies:

Due to absence of information related to budgets of all
insurance companies operating in the State of Qatar, we will
have to limit ourselves to only an analytic consideration of the
most prominent developments that the figures of the
consolidated balance sheet of national insurance companies
show. The details have been taken from the individual budgets
published by each of these companies during the period from
1992-2000.

The data shown in table (16) show that the total assets
(liabilities) of these companies recorded a steady increase
throughout the period. Assets rose from 793.3 million Qatari
riyals in 1992 to 1150.2 million Qatari riyas in the year 2000,
with an annua increase rate of about 5%. The economic
development, the country went through as aresult of executing a
number of social and economic projects and the flourishing of
external trade. This had its own effect on the increase of demand
for insurance services from all economic sectors. With respect to
liabilities, the insurance companies achieved remarkable
progress in their self-resources like paid capital and reserves.
These resources grew from 483.7 million riyalsin 1992 to 753.4
million riyals in the year 2000. Capital and reserves constituted
the main resource of funds of insurance companies and it forms
on average about 64.7% of the total liabilities. Credits of
technical reserves dightly increased during the years of the
period from 104.5 million riyals in the year 1992 to 157.1
million riyals in the year 1998, but then these fell again slightly
to 145.6 million riyalsin the year 2000.
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Table (17)

Total Reinsurance
(in thousand Qatari riyals)

National Foreign Total Total Overall

Companies | Companies Installments| percentage

1996 | 313246 7450 320696 | 510235 | 62.85%
1997 | 342208 5556 347764 | 564218 | 61.64%
1998 | 320498 3693 324191 | 544972 | 59.49%
1999 | 276335 6691 283026 | 479913 | 85.97%
2000 | 216507 5050 221557 | 423496 | 52.32%

In addition, the profits proposed to be distributed over the
years of the period increased aso from 11.8 million riyals in
1992 to 55 million riyals in the year 2000 as table (16) shows.

However, the debtor entities and due expenditures which
include commitments to debtors and reinsurance companies and
dueexpenditures declined from 187.6 million riyals in 1992 to
147.4 million riyalsin the year 2000.

Asfar as assets are concerned, figures show that most items of
the consolidated balance sheet of national insurance companies
recorded an increase during the period with the exception of cash
balances, saving deposits and deposits for terms; which dropped
from 267.6 million riyalsin 1992 to 256.7 million riyals in 2000.
Investments of these companies recorded an increase from 294.1
million riyalsin 1992 to 521.7 riyals in 2000; in spite of, the fall
of these investments in 1998. The relative importance of
investment to total assets was about 45% in 2000, compared with
27% in 1996.

Moreover, the debtor entities and the paid expenditures in
advance increased from 183.2 million riyalsto 238.3 riyalsin the
year 1998, but dropped to 215 million riyals in the year 2000. In
contrast, the fixed assets doubled from 26.9 million riyals in
11992 to 131.2 in 2000.
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Doha Securities Market

The Banking
& Financial
System in
the State
of Qatar,




Doha Securities M ar ket:

The law of establishing Doha Securities Market was issued on
1st of July 1995 and the number of shareholder companies at that
time was 17 companies. After two years of preparation, the
Market started its experimental activities. These activities
included exchange of shares of the eighteen participant
companies. The size of transactions in the Market in 1997 was
limited to only 1317 for the period from August 1997 until the
end of the year. The transactions included the exchange of about
976 thousand shares at avalue of 196.1 million riyals.

The following years saw a steady increase in the activities of
the Market despite, the fact that the activities were limited to
exchange of shares in the secondary market. The development of
the Market in the following years until 2000 can be traced as
follows:

1. The number of participant companies was 20 in 1998 and
then it increased to 22 in 2000 at the rate of one new company a
year.

2. The number of transactions recorded great leaps during the
following years as it doubled severa times in one year to reach
7748 transactions in 1998 and then it doubled once again in 1999
to 13964 but it slightly decreased in 2000 to 12225.

3. The number of exchange shares rose up to 3.12 million
shares in 1998 and then hit a record to reach 28.17 million in
1999. A great deal of this increase was due to the diminishing
the face value of the share from 100 riyalsto 10 riyals only. The
number of exchange shares increased in 2000 at 12.2% to reach
alevel of 31.6 million shares.
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4. A share price index was approved in the market from the
beginning of 1998 at 100 points. The index increased by the end
of 1998 to reach a level of 135.13 point with an increased of
35.13%. Due to the economic recession and the increase in
interest rates, the index recorded a slight drop in 1999 to reach a
level of 134.1 points and then it fell once again in 2000 to reach
alevel of 123.33 points.

5. The Market administration decided in 2001 to amend the
index by multiplying it by (10) to make the issue easy. Then the
previous figures were also changed accordingly in a backdated
fashion. So, 1000 substituted 100 in the year 1997 and 1351.3
substituted 135.13 in 1998 and the same for the other years.

Up to the end of the year 2000, the companies included in the
activities of the Market were 22 companies distributed over four
sectors. banks (6 companies), insurance (4 companies), services
(9 companies) and industry (3 companies).

It is worth mentioning here that share traded in the Qatari
market is permissible only for Qatar nationals except Qtel and
Al-Sdlam International Investment Company in which
non-Qatari nationals are alowed to participate in the
subscription of shares. It is noticeable that until the end of 2000
the shares of al companies were valued in the Qatari riyal except
Al-Salam Internationa Investment Company, which was valued
in the US dollar. The transactions that took place in the Market
were manually carried out on the exchange board in the Market.
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