
Supervision and Control Department  Translated by: Ayman Abdel Kawy 
 

1 

Date: 29-03-2016 

Circular no.: 23/2016 

To: All national (conventional and Islamic) banks operating in Qatar 

Subject: Capital Adequacy Ratio/Countercyclical Buffer - Basel III 
 

With reference to implementation of Pillar I of Basel III relating to capital 

adequacy ratio, please be noted that Qatar Central Bank (QCB) has finished the 

preparation of the methodology for calculation of the Countercyclical Capital 

Buffer (CCyCB) that banks should take into account while computing the 

minimum requirements of capital adequacy ratio in accordance with Basel III 

and per the requirements mentioned below, in order to prevent the overheating 

in the Qatar economy compared to the economic development indicators. QCB 

will commence adopting this methodology as from the issuance date of this 

circular according to the following requirements: 

 

First: Countercyclical Capital Buffer (CCyCB) in Qatar 
1- QCB will determine, from time to time, the need to add a countercyclical 

buffer to the minimum requirement of capital adequacy ratio. The 

requirement of countercyclical buffer is not likely to be more than 2.5%. At 

the moment, QCB does not require the banks to calculate any additional 

countercyclical buffer. 

2- Countercyclical Buffer shall be treated similar to conservation buffer and shall 

be added to Common Equity Tier 1 (CET1). Appropriate restrictions shall be 

imposed on the profit distribution by banks that do not fulfill requirements of 

this buffer as applied to the conservation buffer.  

3- Whenever QCB sets a new countercyclical buffer or increases the prevailing 

countercyclical buffer, appropriate time period will be set for banks to comply 

with this buffer or any increase. Accordingly, QCB expects from banks to 

consider this buffer while submitting their future capital plans for the Pillar II 

Internal Capital Adequacy Assessment Process (IACAP) and preparing the 

stress testing and the recovery plans for the Domestic Systemically Important 
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Banks (DSIBs). Whenever QCB cancels or reduces the effective buffer, banks 

are required to appropriately maintain some portion of the buffer for 

potential risk in the capital plans, recovery plans and stress testing. 

 

Second: Overseas Countercyclical Capital Buffer (CCyCB) 

4- In accordance with Basel III and as a prudential measure for national banks 

which have private sector credit exposures overseas either originated from 

local bank based in Qatar or through branches and subsidiaries operating 

overseas, banks shall consider and apply the countercyclical buffer 

requirements (if any) based on the host country regulatory guidance for 

banks whenever the host country regulatory requirements are higher than 

QCB’s requirement. QCB will not implement the lower of the requirements of 

CCyCB. This will lead to the increase in the countercyclical capital buffer for 

banks that have a high overseas private sector credit exposure. This increase 

shall be calculated by the bank, taking into account the proportion of the 

exposure outside Qatar to the size of the exposures for the bank’s group. 

Refer to annex no. (1). 

5- With reference to paragraph no. (4) above, banks shall furnish QCB with the 

table mentioned in the annex no. (1) concerning the risk weighted private 

sector credit exposures overseas and the countercyclical buffer applied in 

each country overseas. Accordingly, banks shall calculate the countercyclical 

buffer as mentioned in annex no. (1). Banks shall prepare the attached table 

based on the consolidated financial statements audited by the External 

Auditor as at 30th September of each year as from 30/9/2016. Banks shall 

furnish QCB with the attached table annually by the deadline of the 15th of 

December as from the balance sheet as at 15/12/2016, along with the annual 

submission of ICAAP report. In case of any material change during the year, 

banks shall notify QCB at the time. 

6- In case QCB does not determine a countercyclical buffer before the deadline 

for furnishing QCB with the table mentioned in paragraph no. (5), the 

countercyclical buffer shall be “Zero”, and the table shall be filled in and the 
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total countercyclical capital buffer of the bank’s group inside and outside 

Qatar shall be calculated accordingly. 

 

These instructions are effective from the issuance date of this circular.  

 
 
Abdullah Bin Saud Al-Thani  
The Governor 
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Annex no. (1)  

Overseas Countercyclical Capital Buffer (CCyCB)  

 
Practical Example: 
Suppose the risk weighted asset private sector credit exposures at the bank as 

following: 

Inside Qatar 500 million - the countercyclical buffer (1%)  

Outside Qatar Country (1): 200 million - the countercyclical buffer (0.5%)  

 Country (2): 300 million - the countercyclical buffer (2.5%)  

 

The table shall be filled in and the countercyclical capital buffer for the bank’s 

group shall calculated as following: 

Name of 

the 

Country 

(1) 
Total risk 

weighted credit 

exposures 

(2)  
Percentage 

to total 

exposures  

(3) 
Percentage 

of the buffer 

required in 

each 

country 

(4) 
Percentage of 

the buffer 

that shall be 

calculated  

(5) 
Percentage of 

the buffer based 

on the weight of 

the exposure 

(4)×(2) 

Qatar 500 50% 1% 1% 0.5% 

Country 

(1): 
200 20% 0.5% 1% 0.2% 

Country 

(2): 
300 30% 2.5% 2.5% 0.75% 

Total 1000 100% - - 1.45% 

 

• Thus, the percentage of the required countercyclical capital buffer that should 

be applied at the bank’s group shall be 1.45%. 

• As QCB has not determined any buffer so far as on date of this circular, the 

buffer prevailing in Qatar shall be (0%). Accordingly, any overseas buffer 

requirement shall be applied as per the size of the exposure and weight. 

• The private sector credit exposure overseas means the total risk weighted 

credit facilities and debt instruments issued to the non-banking and non-

governmental sector at the host country whether on- or off-balance sheets 
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according to the implementation of the capital adequacy requirements in that 

country. Wherever the host regulator has defined the private sector credit 

exposure used in the calculation of its countercyclical buffer, the bank shall 

apply the definition of the host regulator. 

 

 

 

 

 

 

 

 

 

 


