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Foreword by HE the Governor

Qatar Central Bank is pleased to issue its Forty Third annual
report, which briefly discusses the most important economic
and financial developments in Qatar economy during 2019.
The report consists of two parts with eleven chapters. The
first part deals with the latest developments in the domestic
economy, while the second deals with the transactions and
operations of QCB.

In spite of what the world economy witnessed during the
year 2019, from the decrease in world oil prices due to the
decrease in the global demand for it, with the continuing
turbulent policy atmosphere in the Middle East and North
Africa region and the persistence of instability and weak
growth in advanced economies, in addition to the ongoing
unjust siege imposed on the State of Qatar since the fifth of
June 2017, however, the developments in the local economy,
which are discussed in the first section of this report, clearly
indicate that the Qatari economy is affected by these
unfavorable conditions, which were minimal. The real GDP
recorded a marginal contraction that did not exceed 0.2%.
The internal and external balances of the State of Qatar
have witnessed achieving surpluses for the second year in a
row. The budget situation has witnessed a surplus of about
QR6.3 billion. The current account of the balance of payments
also has witnessed a surplus of QR15.4 hillion. QCB has also
taken effective measures to ensure that the liquidity remains
comfortable in the system to facilitate an adequate flow of
credit to the productive sectors.

The second part of the report describes the developments
in 2019 in the management of liquidity and monetary policy
and their impact on the financial markets of the country, as
well as the management of cash and public debt, and also
the regulatory instructions issued by QCB during the year,
especially with regard to banks, insurance companies, as
well as combating money laundering and terrorism financing,
and the QCB's work to maintain the monetary and financial
stability in the State.
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QCB has the honour to raise deepest thanks and appreciation
to His Highness Sheikh Tamim Bin Hamad Al Thani, the Emir of
Qatar, and to HH Sheikh Abdullah bin Hamad Al Thani, Deputy
Emir, and HE the Prime Minister and Interior Minister. Thanks
and appreciation, are conveyed to the government agencies,
banks and financial institutions operating in the State of Qatar
that have provided data to prepare this report.
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Executive Summary

The Qatari economy during 2019 showed a mild
contraction due to fall in the global demand for energy
leading to lower hydrocarbon output. Combined with lower
global energy prices, the nominal GDP contracted by 4.1% in
contrast to a high growth of 14.6% during 2018. However, the
real GDP growth during 2019 contracted only marginally by
0.2% as against a growth of 1.5% during 2018.

Despite the contraction in the real GDP, the non-
hydrocarbon sector grew, although at a slower pace than the
previous year. While manufacturing, trade and construction
largely due to completion of many FIFA 2022 related mega
projects declined, other sub-sectors of the non-hydrocarbon
grew at a reasonable pace. This pattern in the growth of
non-hydrocarbon sector reflected the outcome of the ongoing
economic diversification strategy.

On the price front, the CPl remained mostly in deflationary
zone during 2019. The primary drivers of this deflation were
rent, recreation & culture, transport, and communication. A
combination of several factors caused this deflationary trend,
which included fall in oil prices in the beginning of 2019,
followed by the falling cost of tourist packages and airfares,
and continued fall in rent, which has the largest weight in CPI,
on account of oversupply conditions.

On the fiscal front, the budget continued to record a
surplus of AR 6.3 hillion during 2019, although lower than the
surplus of QR 15.1 billion recorded during 2018. A combination
of lower growth in the total revenue and increase in the total
expenditure, in contrast to declines in the previous two years,
led to the decline in fiscal surplus.

On the external sector front, the current account balance
recorded a lower surplus of QR 15.4 billion (2.3% of GDP)
during 2019 as compared with a surplus of QR 60.6 billion
(8.7% of GDP) during 2018. The decline in merchandize
exports due to weakened demand for energy and softening in
global energy prices was an important factor, among others,
for the lower current account surplus.
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The net capital flows remained strong, and along with the
current account surplus, the balance of payment continued
to record a surplus during 2019. Thus, during 2019, QCB
continued to accumulate significant amount of foreign
exchange reserves, although lower than during the previous
year.

The liquidity conditions in terms of primary liquidity in
the banking system varied during the course of 2019. It was
higher during the first half than in the second half, partially
reflecting the liquidity management operations of QCB.
As in the past, QCB modulated durable systemic liquidity
through the auctions of T-bills/bonds, given the redemption
schedules. During 2019, there was some shorter-term liquidity
injection through net redemptions of T-bills. On the other
hand, significant longer-term durable liquidity was absorbed
through net issuances of T-bonds (including Sukuks) during
the second and third quarter of 2019.

The monetary and liquidity conditions reflected alignment
with the developments in the domestic economy and the
external environment. The reserve money declined due
to contraction in net domestic assets of QCB more than
offsetting the continued increase in net foreign assets of
QcB.

Despite the contraction of the reserve money, the broad
money increased during 2019, almost entirely due to the
expansion in time deposits. On the other hand, the deposits
in foreign currencies continued to decline due to further
withdrawal of liquidity support provided by the public sector
to banks during 2017 following the economic blockade. The
non-resident deposits continued to increase further.

During 2019, similar to that of 2018, the bank credit to the
public sector declined while the private sector credit growth
accelerated further, led by “General Trade” and “Services”.
Credit outside Qatar continued to contract as in the previous
year. Qverall, the total credit growth during 2019 increased
significantly.

During 2019, in response to three rate cuts by the
US Federal Reserve and taking due considerations of the
domestic macroeconomic conditions, QCB reduced both the
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QCB deposit rate (QCBDR) and QCB repo rate (ACBRR) twice,
while the QCB lending rate (QCBLR) was reduced thrice.
While maintaining of the currency peg remained the main
aim of these monetary policy actions, QCB also ensured the
availability of comfortable liquidity in the system to facilitate
an adequate flow of credit to productive sectors.

With regard to regulations, financial stability and credit
system, QCB took several measures during 2019, which,
among others, included:

Issue of guidelines/instructions to banks on additional
controls while issuing cheque to reduce bouncing, to report
major exposures to enhance credit risk management and
for managing of interest rate/return risk on mutual fund
investment. Initiating several measures to improve data
system of exchange houses, to enhance financial inclusion and
to regulate and develop the insurance market. QCB developed
an in-house software ‘QCredit’ to enhance the efficiency and
security of the credit system. Further, the Global Legal Entity
Identifier Foundation (GLEIF) accredited Qatar Credit Bureau.
QCB also initiated several new activities to monitor the risk
and vulnerabilities of the financial system.

On payment and settlement systems, the focus during
2019 was towards migrating payment transactions from
cash/paper modes to electronic modes, controlling risks
and developing sound payment infrastructure. Thus, QCB
developed a new retail payment system, “Qatar Mobile
Payment System” (QMP), to provide instant clearing and 24
hours settlement of payments and money transfers. There
was rationalization of charges and operational timings of
payment systems to promote electronic payments.

QCB commissioned a new independent centralized
information  security department, with two layer
responsibilities, that looks after all the financial sector
posture. The first layer is dedicated to the overall supervision
and development of the security strategy required to support
the security program. The second layer oversees the cyber
security practice of the entire financial sector.
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Gross Domestic Product

Introduction

The economic activity recorded a mild contraction in
2019. Despite oil production cut by the OPEC+ group, the
global economic slowdown continued to weigh on energy
prices and demand for exports. As a result, annual nominal
GDP decreased by 4.1% in 2019 as compared to a growth of
14.6% in 2018. Similarly, real GDP also contracted by 0.2%
in 2019 as compared to a growth of 1.5% in 2018. Overall,
the fall in GDP was primarily due to a combination of global
and domestic factors. The contraction in oil and gas sector
was on account of a decline in the global demand for energy.
However, non-hydrocarbon sector growth decelerated,
led by a slowdown in ‘construction’, ‘manufacturing” and
‘wholesale and retail trade’ (Table 1-1).

Table (1-1)
GDP Development
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At current prices At 2013 prices

Economic Activity

2019**
0il & Gas 256,986 227,194
Relative Share 36.9 34.0
Growth Rate 311 -11.6
Non-0il Sectors 439,571 440,623
Relative Share 63.1 66.0
Growth Rate 6.8 0.2
Grand Total 696,558 667,817
Growth rate 14.6 -4.1

* Adjusted data.
** Preliminary data.

Source: Planning and Statistics Authority
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Gross Domestic Product

Nominal Gross Domestic Product

During 2019, the nominal GDP decreased by 4.1%,
primarily reflecting the impact of lower global oil prices and
weak demand conditions. The gas & oil sector contracted
by 11.6% in 2019 as compared to 31.1% a year ago. The
non-oil sector exhibited a sharp deceleration in growth
due to slowdown in the ‘construction” and ‘manufacturing’
sectors.

Nominal GDP reached QR 667.8 billion in 2019 as
compared with QR 696.6 billion in the previous year.
During 2019, the share of hydrocarbon GDP in overall GDP
decreased to 34.0% from 36.9% in 2018. Whereas, the
share of non-hydrocarbon GDP increased to 66.0% from
63.1% in 2018 (Table 1-2).

Table (1-2)
Nominal GDP Development
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Relative Share 30.10 32.25
Growth rate -27.8 17.6
Non-0il Sectors 387,190 411,640
Relative Share 69.90 67.75
Growth Rate 36 6.3
Grand Total 553,910 607,621
Growth Rate 8.4 9.7
* Adjusted data.
** Preliminary data.
Source: Planning and Statistics Authority
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Gross Domestic Product

Real Gross Domestic Product
(at 2013 prices)

The real GDP contracted by 0.2% in 2019 as compared
to a growth of 1.5% in 2018. The oil & gas sector of GDP
contracted by 1.8% in 2019, primarily due to a fall in energy
exports. On the other hand, the non-oil sectors grew by
1.3%, lower than 3.2% in 2018. The deceleration in non-
hydrocarbon sector was due to the drop in ‘manufacturing’
and ‘wholesale and retail trade activities’, while the
construction activities declined as many mega projects
related to FIFA were completed during the period.

In terms of share in the GDP, the share of hydrocarbon
GDP marginally dropped to 46.8% in 2019 from 47.6% in
2018, while the share of non-hydrocarbon GDP increased
t0 53.2% in 2019 from 52.4% in 2018 (Table 1-3).

After witnessing a positive growth during Q1-2019, the
real GDP growth remained in the negative zone in Q2-2019
and Q4-2019, while the growth of GDP was 0% in Q3.

Table (1-3)
Development of Real GDP (at 2013 prices)
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Gross Domestic Product

Chart (1-3)
Real GDP
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GDP at Current Prices, by
Expenditure Items

The expenditure side of GDP showed a sharp downturn
in net exports and investment activity. On the other hand,
there was a rise in government consumption.

The total consumption expenditure increased by 5.8% in
2019, primarily supported by government final consumption
expenditure. The share of government consumption
increased to 18.4% in 2019 from 15.9% in 2018.

The net exports decreased by 31.3% in 2019, reflecting a
sharp fall in exports due to the global economic slowdown.
As aresult, the share of net exports decreased to 13.8% in
2019 from 19.2% in 2018 (Table 1-4).
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Table (1-4) (E-1) ad)Jgan
Nominal GDP by Expenditure Items JLylaolbigao cunn gawdl glaal aal @il
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Inflation

Global Commodity Prices

Global commodity prices weakened as trade-related
tensions intensified and significantly dampened global
economic growth in 2019. Global crude oil prices exhibited
downward movement due to weak demand conditions.
Initially, crude oil prices increased to US$68.3 per barrel
in 02-2019 on account of the agreement by the OPEC+ to
extend supply cuts along with the US sanction on Iran’s oil
exports. However, crude oil prices eased during Q3-2019,
barring some volatility in September due to the attack on
Saudi Arabia’s oil facilities. During 2019, average Brent
crude oil prices decreased to US$ 64.0 per barrel from US$
71.1 per barrel in 2018.

In the non-energy group, prices of agricultural goods
gradually increased up to June 2019, primarily driven by
cereals and dairy. They, however, fell marginally on weak
demand conditions during July-December 2019. Base
metals prices decreased due to increased pessimism over
the global growth outlook and concerns over trade tension
between the US and China. Whereas gold prices remained
at an elevated level, especially after June on safe haven
demand as global uncertainties increased.

Overall, inflation remained benign in several advanced
and emerging market economies. Among commodity
importing countries, inflation pressures eased due to soft
energy costs and weakening growth.

In advanced economies, inflation moderated by 1.5%
in 2019 from 2.0% in 2018. For the emerging market and
developing economies, inflation decreased to 4.7% in 2019
from 4.8% in 2018.

In Qatar, CPI contracted by 0.7% in 2019 from an
increase of 0.3% in 2018, thereby recording deflation
after nine years. The intra-year movements of CPI showed
a marginal easing in deflation during 02-2019, before
witnessing a further increase in deflationary pressures
during the second half of 2019.
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Inflation

The nominal effective exchange rate (NEER) of the
Qatari Riyal (QR) appreciated in 2019, broadly in line with
the strong US dollar against most of the currencies in 2019.
At the same time, the decline in the prices of imported
commodities and a stronger dollar also suppressed
domestic prices.

Consumer Prices

CPI remained mostly in the deflationary zone in 2019.
The predominant drivers of deflation were rent, recreation
& culture, transport, and communication. A confluence
of factors caused this deflationary momentum, which
started with a sharp fall in oil prices at the beginning of
2019, followed by the falling cost of tourist packages and
airfares. Rent, having the largest weight in CPI, continued
to decrease further on account of oversupply conditions in
the real estate market.

Table (2-1)
CPI - Annual Averages
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(2013 = 100)
N
Index

Household Consumption (CPI) ~ 100.0 108.5 108.8
Food & Beverages 126 101.1 101.1
Tobacco 0.3 114.0 114.0
Clothing & Footwear 5.1 101.7 104.0
Eglsjsing, Water, Electricity & 219 119 1075
Egﬁq;}%rgn% Household 77 1082 1099
Health 1.8 103.2 107.4
Transport 14.6 118.2 126.3
Communication 5.9 98.7 925
Recreation and Culture 12.7 107.1 104.8
Education 5.8 124.1 128.9
Restaurants & Hotels 6.1 98.7 99.3
g/lérs\%%g:;neous Goods & 57 1028 1033

Source: Planning and Statistics Authority.
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Inflation

At the disaggregated level, “Recreation & Culture” saw
the largest decline (6.2%), followed by “Communication”
(5.3%), “Housing, Water, Electricity & Gas” (2.1%), and
Transport (0.5%). Barring transport, deflation in the other
three groups during 2019 was for the second consecutive
year.

At the same time, deflation eased marginally due to
a rise in the cost of “Education” (5.6%), followed by a
pick-up in inflation in “Miscellaneous Goods & Services”
(1.6%), “Furniture & Household Equipment” (0.8%) and
“Restaurants & Hotels” (0.7%). However, the upward price
pressures from these groups were more than offset by the
deflation in other major sub-groups.

The average food price index eased in 2019, primarily
due to favourable global supply conditions along with the
availability of domestic supplies (Table 2-1). After recording
deflation in the first half of 2019, food price inflation
temporarily reached 1.2% in 03-2019, before easing in Q4
due to the availability of food supplies from the domestic
sources.

Producer Price Index (PPI)

Producer Price Index (PPI) captures the average selling
prices of producers. It captures price pressures felt by
producers of goods and services.

On an annual average basis, the PPl decreased from
70.0 in 2018 to 63.3 in 2019, a contraction of 9.50% as
against an increase of 25.9% a year ago. During the year,
the PPl decreased from 66.1in Q1-2019 to 61.9 in Q4-2019.
The fall in global crude oil and industrial input prices have
negatively affected the PPl in 2019. The PPl mining group
weighting 72.7%, decreased from 63.1 in Q1-2019 to 58.2
in 04-2019 (Table 2-2).

Overall, CPI recorded a deflation after nine years due
to a combination of supply and demand-side factors,
which includes a fall in global crude oil prices and weak
demand conditions. At the same time, appreciation of the
domestic currency and downward movement in global non-
oil commodity prices also helped in keeping deflation in
Qatar. Excess supply conditions in the real estate market
continued to put downward pressure on rents and overall
inflation in 2019 as well.
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Table (2-2) (M=) a8y Jgan
Quarterly PPI caiialljlewy gl pingall

2013 =100

Economic Activity/Product Q1-2019| Q2-2019| @3-2019| Q4-2019 Salata¥ dolaay

Overal Index 100.0 66.1 63.8 61.5 61.9 pladl wlal! 03,31
Mining 127 63.1 59.0 57.3 58.2 O
Crude Petroleum and Natural Gas 726 63.0 58.9 57.3 58.1 el S 5 Al daa
Stone, Sand and Clay 0.1 111.8 114 11.2 110.8 slally Laydly sl ¥l
Electricity & Water 0.5 111.5 109.2 98.1 104.0 clig o lsygst
Electrical energy 0.3 112.8 103.1 84.8 98.0 AL S anltall
Water 0.2 109.6 118.1 117.2 112.7 ol
Manufacturing 26.8 735 75.8 72.1 711 Al gt de Lt
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Dairy Products 0.0 119.6 119.6 120.9 120.5 oL ciliia
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Paper and Paper Products 0.1 110.0 1104 109.3 1115 ailoxing (35!
Refined Petroleum products 17.8 69.6 73.6 69.5 69.1 Japial 53,85 ciloetia
Basic Chemicals 5.3 755 728 69.4 68.9 Tl ASLa S 15l
pner Shemical Froducts, 01 1336 1347 1329 1329 6ﬁ;“‘ztﬂ :‘C:;ﬂ
Rubber and Plastics products 0.2 105.3 114 1119 108.0 WM bl fpe caloeiia
gfonéﬁgisa”d Uiy ot el b 038 102.0 99.9 99.3 gy el e el “:;3:
Basic Metals 2.4 82.6 83.4 81.2 74.4 Al Galall
Source: Planning and Statistics Authority. Almm ¥ deglazal] Sl £ yaeall
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Money and Credit

Introduction

The State of Qatar continued the process of economic
diversification in 2019 in line with the Qatar National
Vision 2030. Important political reforms have been made
to enhance the role of the private sector in the process
of economic growth, where an agency was formed to
encourage foreign investment in Qatar. In this direction,
a new foreign direct investment (FDI) law was issued in
2019, which allowed foreign direct investment in many
sectors in Qatar. Consequently, Qatar continued to improve
its rankings in the Global Competitiveness Index, thus
reflecting higher productivity and efficiency due to informed
policy efforts.

Despite the downward trend in world oil prices, Qatar
maintained a current account surplus, albeit less than
the previous year. The financial balance also recorded a
surplus. The economic activity contracted in 2019 due to
a combination of factors including a slowdown in global
trade and net external demand due to trade tensions
between the United States and China. As a result, despite
supply cuts by the OPEC + group, the slowdown in global il
demand kept oil price movements under control. In terms
of local factors, non-oil sector growth slowed due to the
construction sector after the completion of several mega
projects related to the 2022 World Cup.

Consequently, overall real GDP during 2019 decreased
slightly by 0.3%.

The deflation continued in Qatar mainly throughout
2019 due to many external and domestic factors. The local
factors behind the downturn were the lease, transportation,
and leisure and cultural activities group, and the external
factors that contributed to the domestic price drop included
strengthening the US Dollar against other major currencies
and lowering global commodity prices, among other things.

With the full normalization of capital flows after the
success of addressing the economic blockade, the liquidity
position in the banking system improved continuously

olaiivig agaill

Loy Y904 ale o (gobai®Vl pysiill Bulec ,had Al clisly
alads] ] @ ady YV Akl jlad 45 ae hlen
sl ddae B ol Sl pLaall Hos ju5edl degs Anbiw
o2 ¥l lena¥l il Sy S8 & e L gola3Y)
eI e s 53 Slausl @ olad¥l 1 iy ylad
AL a1 Ll men g1y YA ale Byl
Ha? edoly wlld Slo flig . yhd 3 clelladll e apaall B
IS Sl ALy Adladl Al jiide (B Lgarual Oreuss
.@;1}1\ Gl Sog oo s;usnj-aﬂ:,um glisyl

cdasls Al dadill jlawd losigll slad¥l e @2 )1 le g
Gl alall (e JBT ol8 Ob:@\_ﬂ\ bl (23l Jle yld
(LmBY! Lol palay . Linils Linsl AU a1 Joms LeS
Sbls cded Ul Jalsall (oo Aeserme co T4 ale b
Aylmtl] 350 oy oyl dlall als g 3dladl 3 lentl
o2d> e @ pll Gle g (U Ay pually Sumill LY o
ALl Clatl o Salall ol o gl e gaze J (pe cilalaey!
Cas ye9 -8yl ot daddll lawl oilS sl Jal baadl Jle
L) plad Careny Sladill i pladll i Uols dod] Jalsall
aladl ulSG Abiall el dedeiall o Ladl e agaadl (e LVl da
vy

YR alad aasdl Gladl @bl les] (aasil (L

s YoV 4 ale Jlsbs el (S ylad o GaLeSOY patial

Lol Jolgall cliah By dulodly do )Ll Jalgall e dooadl
A ai¥ly (Jailly cnlylm¥l e JS LB (BLSOYI clyg calS
RPN D[ VRS EN R PUPAL “mﬁ Aalaidly w,m
edbeall Blae GSuyra¥l YV oull st Bidonl) jlac¥) slaxs|
ST ogel o o ALl bl jlaa g 59 A1 ()Y

Anllae o laill e JUI Gy sl Ll udail] seg
5S> 53 C3yuma gl @S1)35 . YR ale IS5 atoue JS

37 Forty Third Annual Report 2019

19 ygeyVl g el ggiudlpybill



Money and Credit

during 2019. Qatar Central Bank (QCB) accumulated large
foreign exchange reserves, and the bank reduced the
liquidity support to banks through repurchase transactions.
In addition, the government's liquidity support through
foreign currency deposits in 2017 to counter the impact
of the economic blockade was withdrawn during 2018-
2019. Consequently, the growth in public sector deposits
decreased more than in the previous year. Private sector
deposits grew from the previous year, despite their
moderation. On the other hand, non-resident deposits
continued to grow significantly as in the previous year.
Consequently, total deposits increased during 2019, in
contrast to the decrease observed during 2018.

The bank credit to the public sector decreased during
2019, as in the previous year, mainly due to the contraction
of the government-supplied credit. By contrast, the bank
credit growth for the private sector accelerated further
during the year 2019, led by the sectors of “General Trade”
and “Services”, a trend that was observed during 2018
as well. Credit outside Qatar continued to contract as it
was in the previous year. In general, the growth of total
credit during 2019 increased significantly compared to the
moderation observed in 2018.

During 2019, the QCB faced three interest rate cuts
by the United States Federal Reserve. In the above
background, QCB pursued its monetary policy goal of
maintaining the QR peg to the Dollar, while ensuring stable
liquidity. In response to decrease interest rates by the US
Federal Reserve, QCB also cut official interest rates three
times during 2019 after taking into account local economic
conditions. Meanwhile, measures have been taken to
ensure comfortable systemic liquidity to facilitate adequate
credit flows to the productive sectors.

Monetary and liquidity conditions were largely in line
with developments in the local economy and external
environment. Despite the contraction of reserves and initial
liquidity, the overall systemic liquidity represented by the
wide money supply increased during 2019. The increase
in the wide money supply was almost entirely due to the
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Money and Credit

expansion of time deposits. On the other hand, deposits
in foreign currencies continued to shrink after withdrawing
more liquidity support provided by the public sector to
banks during 2017 after the economic blockade. Thus,
the money multiplier increased, while the turnover speed
decreased.

The remainder of this chapter briefly analyses monetary
and credit developments during 2019.

Monetary Developments:

The total domestic liquidity, measured by the broad
concept of Money Supply (M2), grew at a low rate of 2.5%
(QR 14 billion) during 2019, in contrast to the decrease
of 6.5% (QR 39.32 billion) during 2018 (Table 3 -1). This
increase in (M2) was due to growth in all components. As a
result, the wide money supply (M2) reached QR 578 billion
at the end of 2019, compared to about QR 564 billion at the
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As a percentage of nominal GDP, (M2) increased
significantly to 86.6% in 2019 from 82.7% in 2018 due
to the increase in (M2) and growth in nominal GDP. and
therefore, the speed of money circulation (i.e. Nominal GDP
to M2) has decreased to 1.15in 2019 from 1.24 in 2018.

The narrow money supply (M1) also grew during 2019,
by 4.7% compared to a contraction of 3.3% during 2018.
Through the components of M1, demand deposits and cash
in circulation increased, and with the first rise representing
about 93.7% of the total rise In M1.

With this increase, the Narrow Money Supply (M1) at
the end of 2019 was about QR124.7 billion, compared to
about QR 119.1 hillion at the end of 2018. (M1) amounted
to about 28.3% of the Non-Qil GDP in 2019, greater than
26.7% In 2018. On the contrary, Nominal Non-Qil GDP fell
to (M1) to about 3.53 in 2019 from 3.75 in 2018.

As mentioned above, Quasi-Money grew by 1.9%
in 2019, in contrast to the decline of 7.4% during 2018.
The growth in Quasi-Money was due to the sharp rise in
Term Deposits, despite the continued decline in deposits
in Foreign Currencies. The decrease in deposits in Foreign
Currencies is mainly due to the decrease in Public Sector
Deposits, which reflects the decline of the effects of the
embargo and a return to normal life. While total deposits
in Foreign Currencies decreased, Non-Resident deposits
increased significantly during 2019. Given the decrease
in foreign currency deposits and the increase in M2,
the dollarization rate (i.e. the ratio of Foreign Currency
Deposits in the Broad Money Supply) decreased to 27.3%
by the end of December 2019 from 35.4% at the end of
December 2018. During 2019, the dollarization rate in the
first quarter decreased significantly, then stabilized during
the second and third quarters, causing the decline to return
again but at a slower pace at the beginning of the fourth
quarter (Chart 3-1).
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Chart (3-1)
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Credit Developments:

The growth in domestic credit increased significantly
in 2019 to 12.1% from the growth of 4.8% during 2018.
The increase was due to the growth of private sector credit
at an accelerating rate of 19.5%, while the growth of
the public sector shrank by 0.4%. Within the framework
of credit provided to the public sector, the rate of decline
continued during the year 2019, despite the different rate
of decline, but there is an approximate stability in the value
and sources of this decline compared to that of the previous
year 2018. The credit provided to both the government
and semi-governmental institutions, especially the latter,
decreased by 11.9% and 25.9%, respectively, compared
to the contraction of 13.5% and 6.7% during the previous
year. While the credit provided to government institutions
expanded significantly during the year 2019 to 14.6% from
1.4% during the previous year, therefore, the existing credit
for the public sector at the end of 2019 decreased to about
QR 317.5 billion from QR 318.7 billion at the end of 2018.
In contrast of this, credit to the private sector grew at an
accelerating rate of 19.5% during 2019 compared to 13%
during 2018 (Table 2-3).
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Table (3-2)
Domestic Credit by Economic Activity
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Items

2017 2018 2019 . (%019/2018)

Public Sector 341,562 318,675 317,485 -1,190 -0.4 platl pliast
Government 175,578 151,917 133,790 -18,126 1.9 3o ¢S]
Government Institutions 146,199 148,299 170,021 21,12 14.6 Aea oSl lewcul
Semi- Government Institutions 19,785 18,459 13,674 -4,785 -25.9 An Sl e lewcu 3l
Private Sector 478,995 541,225 646,708 105,483 19.5 polad! gllaal|
General Trade 64,536 83,985 132,093 48,108 57.3 Laladl 3Lt
Industry 16,781 16,655 17,509 854 5.1 e it
Contractors 38,314 35,669 34,169 1,500 -42 Osllall
Real Estate 147,763 150255 147,716 -2,540 -1.7 @l Laall
Consumption 123,373 127,233 137,226 9,993 7.9 Il
Services 78,997 117,724 166,321 48,597 413 Silausdl
Others Sectors 9,231 9,704 11,674 1,970 203 Gl elellas
Total Domestic Credit 820,556 859,900 964,192 104,293 12.1 %ﬁ;ﬁ%

Most of the increase in credit growth provided to the
private sector during 2019 was due to the sharp increase
in credit provided to the "General Trade" and "Services"
sectors compared to the previous year. There was also an
acceleration in credit to the “Consumption” sector, which is
the third largest component of private sector credit. Credit
accelerated to "various other" sectors and the industrial
sector as well. In contrast, there was a contraction in credit
for the “Contractors” and “Real Estate” Sectors, with the
latter being the largest component of credit to the private
sector (Chart 3-2).
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Chart (3-2)
Private Sector Credit Growth
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Within both deposits and credit, there were significant
differences in the growth of local and foreign currency
components. Consequently, there has been a change in
the composition of the currency in deposits and credit.
In Deposits, Deposits in the local currency grew at an
accelerated pace, while Deposits in foreign currencies
shrank. Consequently, the share of Local Currency Deposits
increased in Total Deposits. On the other hand, while Credit
in Foreign Currency grew at an accelerated pace, Credit
in the Local Currency shrank significantly. Consequently,
the share of Foreign Currency Credit in Total Credit has
increased. The Credit-to-Deposit Ratio in Local and Foreign
Currency increased compared to 2018 (Table 3-3).
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Year GnEl JL,I L Y1 S5 Laal! Slex ¥ Ghatl JL,d i W1 SO lLaall SAlea
QR FC Total QR FC Total

2018 -6.7 3.8 1.0 8.4 3.2

2019 19.9 -9.3 -5.2 43.7 10.5

Note: Including information on the Development Bank.
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Public Finance

Fiscal policy plays a key role in the State of Qatar. Public
spending remained one of the main driver of the domestic
economy being an important source of income, spending
and liquidity. Development of human, social, economic and
environmental resources has been the focus of the public
spending. Thus, the State Budget allocates a high share to
the public projects and infrastructure. The aim has been to
achieve the economic development objectives as envisaged
in the Qatar National Vision 2030. Public spending on major
projects in recent years has shown some moderation with
the completion of many projects related to FIFA World Cup
2022. However, as a part of the fiscal reforms, the focus of
the Government has been on improving efficiency in public
spending by rationalizing and prioritizing expenditure.

The remainder of this chapter highlights the important
budgetary developments during 2019 vis-a-vis the budget
estimates for the year and the actuals of 2018. It also
reviews the important features of the State Budget
estimates for 2020.

The State Budget for 2019

Preliminary data on the State's Budget for 2019 show
a slowdown in the growth of total revenue from the high
growth during 2018 enabled by the significant rise in global
energy prices. The total revenue increased by 3.3% during
2019 on top of the high growth of 27.3% during 2018. The
total expenditure, on the other hand, reversed the declining
trend during the previous two years, and increased by 8.1%
over that of 2018. As the increase in total expenditure
outpaced the increase in total revenue, the recorded
budget surplus of QR 6.3 billion was lower than the surplus
of QR 15.1 hillion during 2018.

A more detailed description of the developments in the
components of the total public revenue and expenditure
during 2019 are set out in the following sections.

Total Public Revenue

Total public revenue during 2019 amounted to QR 214.7
billion as compared with QR 207.9 billion during 2018.
As mentioned above, the increase in total public revenue
during 2019 was on top of a sharp increase observed during
2018 when energy prices recovered significantly.
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However, the ‘oil and gas’ component of revenue
declined during 2019, reflecting moderation of global energy
prices. On the other hand, the ‘miscellaneous transferable’
component rose sharply during 2019, and more than offset
the decline in revenue from ‘oil and gas’. Revenue from
‘oil and gas’ declined by 1.8% to QR 170.0 billion from QR
173.1 billion during 2018. The revenue from ‘miscellaneous
transferable’, consisting of various fees and taxes, during
2019 increased by 28.7% to QR 44.8 billion from QR 34.8
billion during 2018.

The revenue from ‘oil and gas’, despite the decling,
continued to be the major source of public revenue with a
share of 79.2% during 2019, although markedly lower than
83.3% during 2018.

Table (4-1)
Qatar State Public Budget
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Total Revenue 187,212 170,856 163,272 207,915 214,749 Slal ¥ Alea)
0il & Gas** 153,296 140,717 132,988 173,129 169,986 5l daaill
Miscellaneous Transferables 33,915 30,139 30,284 34,786 44,763 degiia dhigd culsl pol
Total Expenditure 191,445 221,685 203,265 192,835 208,418 Slaaid e
Wages and Salaries 36,986 59,241 53,121 55,688 61,439 BYESPRE{PI|
Current Expenditure 73,807 59,766 60,152 55,467 62,667 Lyt la gyt
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Source: Ministry of Finance
* Preliminary data covers 9 months (1/4- 32/12/2015) where the period has
been extended as per Law No. (2) for the year 2015 for amending the fiscal
year to a calendar year.
** 0il & Gas Revenue includes investment revenue transferred from
Qatar Petroleum.
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Chart (4-1)
Qatar State Public Budget
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Total public expenditure during 2019, as mentioned
above, reversed the declining trend during the previous
two years, and increased to QR 208.4 billion from QR 192.8
billion during 2018. Expenditure trend has largely reflected
the completion of major projects and the endeavor for
expenditure rationalization under fiscal reforms.

Expenditure on wages and salaries during 2019
increased by 10.3% to QR 61.4 billion from QR 55.7 billion
during 2018. Thus, its share in total expenditure increased
t0 29.5% during 2019 from 28.9% during 2018.

Similarly, current expenditure during 2019 increased by
13.0% to QR 62.7 billion from QR 55.5 billion during 2018.
Consequently, its share in the total expenditure increased
t0 30.1% during 2019 from 28.8% during 2018.

Expenditure on major projects continued to be the
largest component of total expenditure. Despite the
completion of many projects related to FIFA World Cup
2022, expenditure on major projects during 2019 increased
by 3.1% to QR 80.2 hillion, reversing the declining trend
observed in the previous two years. This pattern reflected
the continued emphasis of the Government on infrastructure
development to meet the targets set out in Qatar National
Vision 2030. However, the share of capital expenditure
on major projects in total public expenditure during 2019
declined further to 38.5% from 40.4% during 2018.

2016

2017 2018 2019

Total Expenditure
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Expenditure on secondary capital also reversed its
declining trend and rose by 6.6% to QR 4.1 billion. However,
it constituted a small fraction of total public expenditure of
around 2.0% during 2019, almost the same as during 2018.

The State Budget Estimates for 2020

The total public revenue during 2020 has been budgeted
at QR 211.0 billion, same as the corresponding budget
estimates of 2019. However, this would show a decline of
1.75% over the actuals of 2019.

Within the total public revenue, both the components
viz., ‘oil and gas’ and ‘miscellaneous transferable’ during
2020 are budgeted to remain the same at QR 168 billion and
QR 43 billion, respectively, as in the corresponding budget
of 2019. However, as compared with the actuals of 2019,
while revenue from ‘oil and gas’ would show a decline of
1.2% that of ‘'miscellaneous transferable” would decline by
3.9%. The total public expenditure during 2020 has been
budgeted at QR 210.5 hillion, showing an increase of 1.9%
and 1.0% over the budget estimates and the actuals of
2019, respectively.

Expenditure on wages and salaries is budgeted to
increase by 3.3% to QR 59.0 billion over the budget
estimates of 2019. However, it would be lower than the
actuals of 2019 by 4.0%.

The current expenditure, consisting of expenditure on
‘goods and services’, ‘interest payments’, ‘foreign grants’
and ‘other expense’, has been budgeted at QR 58.0 billion,
showing an increase of 3.3% over the budget estimates of
2019. However, it would be lower than the actuals of 2019
by 7.5%.

Capital expenditures on major projects has been
budgeted at QR 90.0 billion, marginally higher by 0.5%
than the budget estimates of 2019, but substantially higher
by 12.2% over the actuals of 2019.

Secondary capital expenditure, budgeted at QR 3.5
billion, however, would decline by 9.4% and 14.4% from
the budget estimates and actuals of 2019, respectively.
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The estimated budget balance for 2020 is a surplus of 0 5,43 Lsils Y- Y- alad & yuosll 3lell apwy yelayy
QR 0.5 billion, lower than  the surplus of QR 4.35 billion  ,Lbe 1, ¥¥5 b, Hlube £, 70 AL (25La01 (e JBT 525 JLs slule
and QR 6.33 billion in the budget estimates and the actuals . iisf le Y+14 alal aall al3;315 L3150 @l pads b by
of 2019, respectively. The decline in budget surplus would soliil e mad LSl B3lsll aile b (mlasmi¥l Sl
be a reflection of a combination of decline in revenue and ~ _v.yq alal Zaall Aol Bylie GLEYI b 5alyy cnlsl oYl
increase in expenditure from the actuals of 2019. However, 5 <51 530501 _J) dazis gjm BLa¥! B sal3ll Lo el aay
increase in expenditure would be solely because of . ... e Canly g 3 ‘éﬁg,'@)m‘ ole Byl 3
significant increase in expenditure on major projects, while Ll aLz:szj aliylly yend dals as)—;y‘
all other expenditures particularly on wages and salaries
and current expenditures would decline.

Table (4-2) (M-€) @y Jgan
Preliminary Estimates for dolell dijlgal] dgVl calpraill
Qatar Budget of 2020 r.r.olelnédlgal

QR Million  (cpnd Juj ¢yguo

2019 2020
Details L
4.:__&..\.4.'

Actual Estlmates Estimates

Total Revenue 21475 211.01 211.00 Sl e
Oil & Gas 169.99 168.00 168.00 Sty Jgmadl clal sl
Miscellaneous Transferable 44.76 43.01 43.00 Ao giie Ay eulal ol
Total Expenditure 208.42 206.66 210.50 Olaaid e
Wages and Salaries 61.44 57.12 59.00 sVl calg
Current Expenditure 62.67 56.13 58.00 Gslntl el g yenll
Secondary Capital 4.09 3.86 3.50 RPN [ W (PPN |
Major Projects 80.22 89.54 90.00 At I el g Al
Surplus Or Deficit 6.33 4.35 0.50 Joall gi p2ilat
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Balance of Payments

Balance of Payments

Revised estimates of Balance of Payments (BoP) for the
State of Qatar during 2019 showed an overall surplus, for
the second year in succession following three consecutive
years of deficit. However, the surplus of QR 34.1 hillion
during 2019 was lower than the surplus of QR 57.7 hillion
recorded during 2018. Both the current account and the
capital & financial account recorded surpluses during 2019.
However, while the current account surplus declined, the
surplus in capital and financial account increased sharply
from that of 2018 (Table 5-1 and Chart 5-1).

Table (5-1)
Qatar Balance of Payments

legorallyliuo
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QR Million  (gplnd Juj ¢ygulo

ITEM 2015 yA ) 2017 2018 2019

Current Account 50,053 -30,101 23,389 60,614 15,394 Golamdl lewsmtl
Capital & Financial Account 71,610 13,840 -92,648 1,035 21,726 AUy el 31 bt
Overall Balance -20,031 -20,510 -65,071 57,734 34,143 ST O

Chart (5-1)
Qatar's Balance of Payments
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Balance of Payments

Current Account

Current account balance (CAB) measures the net
outcome of the transactions between the residents and the
rest of the world in goods, services, investment income and
current transfers.

The surplus in the current account during 2019 was
OR 15.4 billion as compared with QR 60.6 billion recorded
during 2018 (Table 5.1). Weakened demand for energy
with slowdown in global growth and softening in global
energy prices, which pulldown merchandize exports
was an important factor, among others, for the lower
current account surplus. As a percentage of GDP. the
current account surplus stood at about 2.3% during 2019,
significantly lower than about 8.7% recorded during 2018.

Within the current account, the merchandize (goods)
trade account surplus during 2019 declined to QR 151.4
billion from QR 185.6 billion during 2018, a decline of
18.4% as against an increase of 38.8% during the previous
year (Table 5.2).

The deficits in services, income and current transfers’
accounts increased during 2019. In the services account,
the deficit increased by 14.8% to QR 59.5 billion from QR
51.8 billion during 2018. The deficit in the income account
increased by 18.3% to QR 16.1 billion from QR 13.6 billion
during the previous year. Increase in the deficit in current
transfers account during 2019 was by about 1.6% to QR
60.4 billion from QR 59.5 billion during 2018 (Table 5-3).

Table (5-2)
Trade Balance (Goods Account)
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Balance of Payments

Decline in trade surplus during 2019 was due to greater
contraction in exports than the contraction in imports.
While exports declined by 13.5% to QR 265.5 billion,
reflected in all the major components, imports declined at
a much lower rate of 5.9% to QR 114.1 billion from the
previous year (Chart 5-2).

The endeavour for economic diversification by reducing
the reliance on the hydrocarbon sector even while Qatar
playing a leading role in the global natural gas market
remained during 2019 as well. However, the share of
energy related exports in total exports continued to remain
high at 85.8% during 2019, a marginal decline from 86.0%
during 2018 (Table 5.2). Total exports as a percentage of
GDP during 2019 declined markedly to 39.8% from 43.9%
during 2018. The share of merchandize exports in total
current account receipts declined to 71.3% during 2019
from 75.6% during 2018.

Chart (5-2)
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Balance of Payments

The overall deficits under non-merchandise heads
during 2019 increased to QR 136 billion from QR 125.0
billion during 2018, with an increase of 8.8%. As
mentioned above, the deficit increased in all the three
components viz., services, income and current transfers.
The export of services grew significantly slower than that
of import of services during 2019, which led to increase
in the deficit. While export of services grew by 4.4% to
OR 69.5 billion, import of services rose by 12.4% to QR
128.9 billion. Exports of travel services contracted further,
while that of transportation and other services grew
during 2019. On the other hand, imports of all the major
components of services increased during 2019 (Table 5-3).

In the income account, while the investment income
of residents increased by 11.6% to QR 32.6 billion, the
outflows from investment income of foreigners increased
by 13.7% to QR 48.1 hillion, thereby leading to the
increased deficit in this account during 2019 (Table 5-3).

With regard to deficit in the current transfers account,
non-remittance outflows increased by 4.5% to QR 22.4
billion while remittance outflows increased by 3.5% to
QR 43.0 billion during 2019. However, transfer inflows
from abroad remained small at QR 4.9 hillion, despite
recording a growth of 44.1%, and thus deficit in the current
transfers account increased during 2019 (Table 5-3).

Capital and Financial Account

Capital and financial account balance recorded a surplus
of QR 21.7 billion during 2019, far larger than the surplus
of QR 1.0 billion during 2018. The finance account recorded
a surplus of QR 22.2 billion during 2019 as compared with
QR 1.9 billion during the previous year. This larger surplus
primarily followed from net portfolio inflows in contrast
to outflows during the previous year (Chart 5-3). Capital
account remained in a small deficit of QR 0.5 billion during
2019 as compared with a deficit of QR 0.9 billion during
2018 (Table 5.3).
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Balance of Payments

Chart (5-3) : Major Components of
Financial Account
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‘Direct investment’ account remained in a deficit
as residents’ investment abroad traditionally exceeded
foreigners’ investment in Qatar. During 2019, the deficit
increased to QR 26.4 billion from QR 20.9 billion during
2018. The outflows due to residents’ direct investment
abroad rose to QR 16.2 billion during 2019 from QR 12.8
billion during 2018. The outflows due to withdrawal of
foreigners” direct investment in Qatar increased to QR 10.2
billion during 2019 from around QR 8.0 billion during 2018.

Under ‘portfolio investment’, there was a net inflow of
around QR 7.9 hillion during 2019 as against a net outflow
of QR 19.4 hillion recorded during 2018. The outflows from
residents” portfolio investment declined significantly to
QR 38.2 billion during 2019 from QR 67.3 hillion recorded
during 2018. Foreigners’ portfolio investment inflows in
Qatar during 2019 remained largely stable at around QR
46.1 billion as compared with QR 47.9 billion during 2018.

A major component of finance account is the ‘other
investment’, which is mostly made up of overseas loans,
currencies and deposits and other foreign assets/liabilities
(including derivatives). The net inflows under this account
during 2019 stood at QR 40.8 billion, marginally lower than
net inflows of QR 41.2 hillion during 2018. However, the
outflows due to residents’ net investment abroad under this
account increased significantly to QR 35.5 hillion during 2019
from QR 17.2 billion during 2018. At the same time, inflows
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Balance of Payments

wilegdrallyljpo

due to foreigners’ investment increased to QR 76.3 billion
during 2019, markedly larger than QR 58.4 billion during 2018.

Thus, the BOP recorded an overall surplus of around QR
34.1 billion during 2019, leading to an equivalent amount
of reserve accumulation. While the current account
balance remained in surplus, although at a lower level, a
noteworthy feature in the financial account during 2019
was the significant fall in residents’ portfolio investment
abroad, which resulted in net portfolio inflows (Table 5-3).

Table (5-3)
Qatar’s Balance of Payments
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Particular

18,329 19,696

26,984 27,690

9,276 7,853

21,734
37,254

5,462

2015 2016 2017 2018 2019*

20,258 19,808

10,834

36,619

9,635

-29,741 -33,084

-41,713 -39,873

-40,568 -41,853

-35,084
-39,766

-39,544

-33,750 -34,528

-43,574

-41,676

-42,888

28,368 25,902

31,241

29,171
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-535 -581 -545

-40,791 -29,405 -32,187 -42,276 -48,060

-43,824 -43,079

3,898 2,817 3,589 -7,958 -10,238

-36,815 41,603 67,292 -38,215

-8,103

69,125 -83,055 -40,282 17,217 -35,497

71,507 103,517 -80,576 58,401 76,296

* Primarily estimate At gf el youas *
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Monetary Policy Development, Liquidity and Financial Markets

Introduction

As defined in the ‘Law of Qatar Central Bank and the
Regulation of financial Institutions” issued by virtue of Law
no (13)of 2012, Qatar Central Bank (QCB) for the purposes
of developing and supporting the national economy is
entrusted with the following major functions, among
others:

1. Preserve money value and ensure monetary stability.
2. lIssuance of currency and regulation of its circulation.

3. Establish regulations and rules and supervise the
financial sector to ensure the stability of the financial
system.

4. Act as a bank of the Government

5. Actasabankforall the banks and financial institutions
operating in Qatar.

To fulfil these objectives, QCB executes its functions
through various departments. Further, QCB along with other
two financial sector regulators, namely, Qatar Financial
Centre Regulatory Authority (QFCRA) and Qatar Financial
Markets Authority (QFMA), develop a Strategic Plan for a
period of five year to enhance regulation and coordination
among regulators and to coordinate and streamline the
financial sector developmental activities. A set of targets
are identified in line with the Qatar National Development
Strategies (QNDS) to be achieved in a five-year period.

The second strategic plan for 2018-22, currently under
implementation, endeavours to diversify the development
process to achieve the overall objective of Qatar National
Vision 2030 (QNV 2030). Thus, as envisaged in QNV 2030,
QCB plays a major role in enabling a sustainable economic
development to transform the State of Qatar into an
advanced economy by the year 2030.

This part of the report discusses the functions and
activities of various departments of QCB along with the
operating environments under which these activities were
carried out during 2019.
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Monetary Policy

The primary objective of QCB's monetary policy continued
to be maintaining the fixed exchange rate between the Qatari
Riyal (QR) and the US Dollar (USD). The formal framework for
the exchange rate policy is currently a fixed parity of QR 3.64
per USD. Accordingly, QCB's monetary policy is drawn and
implemented to manage the short-term interbank interest
rates with a view to sustain the fixed parity between the QR
and the USD.

QCB resorts to a number of instruments to implement its
monetary policy. They in turn play a key role in managing
the liquidity within the domestic financial system. These
instruments are:

1.The “Required Reserve Ratio” (the ratio of average total
deposits that banks have to keep as interest-free balance
with QCB on a daily basis).

2.The “QMR Deposit Rate” (QCBDR) (the rate at which banks
can keep deposit with QCB with a pre-specified bank-by-
bank ceiling).

3.The "QMR Lending rate” (QCBLR) (the rate at which banks
can borrow from QCB without a collateral).

4.The "Repo Rate” (QCBRR) (the rate at which the banks can
borrow from QCB by providing a collateral).

Monetary Policy Actions

The major monetary policy measures taken during the
year were as follows:

—_

.Following the decision by the US Federal Reserve to reduce
the targeted federal funds rate three times and taking due
considerations of domestic macroeconomic conditions,
(ACB reduced both the QCBDR and QCBRR twice, while
QCBLR was reduced thrice during 2019.

2.The QCBDR was reduced by 25 basis points each in
September and October to 2.0%.
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3.The QCBLR was reduced by 25 basis points each in August,
September and October to 4.25%.

4.The QCBRR was reduced by 25 basis points each in
September and October to 2.0%.

5.Required reserve ratio was kept unchanged at 4.5% since
April 2017.

Liquidity Management

There are three factors, which primarily influence the
domestic liquidity conditions in Qatar. They are: (i) foreign
exchange flows; (ii) net government spending; and (iii)
deposit and credit developments. The movements in global
energy prices, besides the macroeconomic fundamentals
driven capital flows, in turn influence all these factors.

Slowdown in global energy demand and moderation in
energy prices, coupled with increased deficit in the non-
merchandised accounts, led to a lower current account
surplus during 2019 than during 2018. Government, however,
sustained fiscal expenditure. Thus, there was a lower fiscal
surplus during 2019 than during 2018. As discussed in
chapter 5, despite a higher surplus in the capital and financial
account of the balance of payment, the decline in current
account surplus led a lower balance of payment surplus and
thus lower accumulation of foreign exchange reserves by
(QCB during 2019. Nonetheless, there was significant reserve
accumulation and the net foreign assets of QCB continued
to increase during 2019. However, the contraction in net
domestic assets was more than offset the increase in net
foreign assets of ACB. As aresult, reserve money and primary
liquidity in the banking system were contracted, particularly
during the second half of 2019.

Even though reserve money and primary liquidity
contracted, the overall systemic liquidity represented by
broad money increased during 2019. The increase in broad
money was almost entirely due to the expansion in time
deposits. On the other hand, foreign currency deposits
continued to contract following declined of public sector
deposit with banks. Private sector deposits also increased
during 2019, in contrast to decline during 2018, due to higher
personal deposits. With regard to credit, public sector credit
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Monetary Policy Development, Liquidity and Financial Markets

contracted, largely driven by the credit to government as in
the previous year. By contrast, similar to the previous year,
growth in private sector credit grew significantly, driven by
‘general trade’ and ‘services’ sector.

It was in the above backdrop that QCB has conducted
its liquidity management operation during 2019. With its
objective of aligning the policy rates with the average
overnight interbank rate (AQOIR) through effective liquidity
management to promote economic growth and maintaining
financial stahility, QCB resorted to most of its policy
instruments under the QMR system and auctioning of
Treasury bills and bonds.

Table (6-1)
Liquidity Indicators
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On other hand, the daily average QMR lending increased
during the second and third quarter. Excess reserves
maintained by banks fluctuated during 2019. The decline
in QMR deposits, particularly in the second half, reflected
tightening of primary liquidity, in part due to liquidity
absorption through net issuance of treasury bonds. The
outstanding primary liquidity (QMR deposits plus excess
reserves) at the end of 2019 declined to QR 18.2 hillion from
QR 30.6 billion at the end of 2018.
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QMR Deposit QMR Loan Net QMR Outstanding Surplus
Jan-19 19,202 0 19,202 3,593 22,795
Feb-19 15,471 0 15,471 3,686 19,157
Mar-19 24,922 0 24,922 4,429 29,351
Apr-19 21977 0 27977 5,789 33,766
May-19 24,013 50 23,963 6,795 30,758
Jun-19 25,080 220 24,860 4,732 29,592
Jul-19 21,902 0 21,902 4,456 26,358
Aug-19 14,981 0 14,981 6,279 21,260
Sep-19 12,677 0 12,677 5,271 17,948
Oct-19 9,681 0 9,681 7,755 17,436
Nov-19 12,450 0 12,450 4,130 16,580
Dec-19 13,218 0 13,218 4,987 18,205
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T-bills

QCB modulated the short-term liquidity through
the monthly auctions of T-Bills of 91, 182 and 273 days
maturities, given the redemption schedules. During 2019,
there were net liquidity injections through net redemption
of T-bills in the first half of 2019, and absorption in the third
quarter through net issuance of T-bills. QOverall, T-bills worth
(R 8.05 billion matured while there were fresh issuances of
QR 7.1 billion, leading to a net injection of QR 0.95 hillion
during 2019.

T-Bonds

As in the past, QCB modulated durable structural
liquidity during 2019 through the auctions of government
bonds (including Sukuks), given the redemption schedule.
Auctions took place in all the four quarters. In the second
and third quarter, the auction amount far surpassed the
maturing amount, while they matched in the first and the
fourth quarter. Thus, substantial structural liquidity was
absorbed in the second and the third quarter of 2019 (Table
6-3). Overall, QCB auctioned T-bonds worth around QR 41.3
billion, consisting conventional bonds of QR 30.3 billion and
Sukuks of QR billion 10.95 during 2019. Matured T-bonds
during 2019 amounted to QR 23.3 billion, consisting of
QR 16.9 billion of conventional bonds and QR 6.4 billion
of Sukuks. Thus, while the stock of conventional bonds
increased to AR 83.7 billion that of Sukuks increased to QR
46.5 billion at the end of 2019. Facilitating the development
of domestic debt market continued to be another objective
of QCB's liquidity management framework.
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Table (6-3)
Treasury Bonds
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Interest Rates

Response of QCB to reduction in federal funds rate by the
US Federal Reserve and the evolution of liquidity conditions
were the main factors that influenced interest rates during
2019. There were three reductions of 25 basis points each
in the federal funds rate in August, September and October
2019. Liquidity situation in the banking system was much
more comfortable in the first half of 2019 than in the second
half when liquidity tightened as decline in net domestic
assets was more than offset the accumulation of net foreign
assets of QCB.

In response to these rate cuts by the US Federal
Reserve, QCB, while giving due considerations to domestic
developments, reduced its policy rates during 2019. The
reductions in the QCBDR and QCBRR were twice by 25
basis points each in September and October 2019 to 2.0%.
However, there were three reductions of 25 basis points
each in the QCBLR in August, September and October 2019
t0 4.25% (Chart 6-2).
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In the money market, the average overnight interbank
rate (AOIR) declined in the later part of 2019, tracking the
cuts in the QCBDR. However, around May-August, when
the surplus primary liquidity was ample, AOIR remained
significantly below the QCBDR. Thereafter, the AQIR aligned
closer to the QCBDR as some of the surplus primary liquidity
was drained out (Chart 6-2).
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The AOIR for 2019, however, was higher at 2.25% with a
range of 1.94-2.47% than the AOIR for 2018 of 2.15% with a
range of 1.89-2.35%. The volatility in AOIR, which dropped
sharply during 2018, declined further during 2019. On an
average, the interbank rate across all maturities during
2019 increased from 2018. However, the range of 1.94-3.7%
during 2019 was much narrower than the range of 1.68-
4.27% during 2018.
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Table (6-4)
Inter-Bank Market (Average of the Months)
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Overnight Rate Range (%) 1.89-2.35
Volatility in Overnight Rate * 8.2
Inter-bank Rate Range (%) 1.68-4.27

* Coefficient of Variation.

There was transmission of the cuts in policy rates
and the consequent decline in AOIR in the second half of
2019 to various spectrums of deposit and lending rates of
banks. Consequently, the weighted average interest rates
on customer deposits across maturities at end-2019 were
lower than that of end-2018 by a range of 5 to 95 basis
points. (Table 6-5).

Table (6-5)
Weighted Average Interest Rates on Customer
Deposits and Credit Facilities

Dec-17 2.26 2.93 3.08 3.21 2.9
Dec-18 3.04 2.87 3.67 3.57 368
Dec-19 2.52 2.44 272 3.44 3.48

Change during 2018 078 -0.06 059 036 063

Change during 2019  -052 -043 -095 -013 -0.05

Along with the decline in deposit rates of banks,
interest rates across various credit facilities/maturities also
declined. The decline in weighted average interest rates
across credit facilities/maturities at the end of 2019 from
that of end-2018 ranged from 14-92 basis points (Table 6-5).
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Supervisory Regulation

Regulations and Supervision of Banks,
Other Financial Institutions and Insurance
Companies

Banks

To reduce the phenomenon of bounced checks for
reasons of insufficient balance and to enhance confidence
in checks as a method of payment in financial transactions,
QCB issued on 16/1/2019 instructions to banks that
include a number of additional controls to strengthen the
mechanism of issuing checks books, including the need for
banks to inquire from Qatar Credit Bureau before issuing
Check books for customers and that the cheque books
issued for the first time are limited to (25). The instructions
also included confirmation of adherence to the controls
mentioned in the previous instructions.

Within the framewaork of encouraging foreign banks to
advance development, the bank decided on 28/1/2019 to
amend the components of the credit-to-deposit ratio for
branches of foreign banks while maintaining the maximum
limit of 100%

On 21/4/2019, the bank issued a circular to banks that
includes the completion of a number of amendments to
the credit risk management system to include a number
of reports of major exposures, as well as a number of
reports that banks must send to the bank periodically on
the subject.

In light of the new amendments made by the Basel
Committee to the Basel Framework (3) regarding the risks
of investing in mutual funds, the bank issued on 30/5/2019
the executive instructions on managing interest rate/
return risk in the banking record as well as the executive
instructions for capital requirements to invest in funds,
The joint investment and the banks were given until
30/6/2020 to finish creating their systems and abide by the
instructions.
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Supervisory Regulation

Other Financial Institutions

Within the framework of the QCB's endeavour to
support the data systems of the money exchange store
and for the purpose of raising the level of performance
and improving the accuracy of data, the Exchange House
was provided with a service to obtain all personal card
data for clients by linking exchange shop systems with the
personal cards system at the QCB linked to the Ministry
of Interior data program, and this would increase the
accuracy of the data and contribute to the development of
customer identification procedures and the application of
due diligence measures.

In light of the desire of the QCB to enhance the
financial inclusion and benefit all sectors and segments of
the society from banking and financial services provided
by the financial institutions subjected to its control, and
in line with global developments in overcoming obstacles
that prevent the provision of these services to persons with
disabilities, the financial institutions are obligated to take
appropriate and effective measures to ensure the equal
right of a client with a disability in managing his financial
transactions and pricing the financial products and services
provided to him on the basis of equality with other clients.
Financial institutions must equip their branches and their
various apparatus with appropriate measures that facilitate
the access of these clients to them.

In light of the State of Qatar joining the list of countries
applying the Common Reporting Standard - CRS issued
by the Organization for Economic Cooperation and
Development (OECD), QCB issued several instructions
to all investment and financing companies operating in
the country to adhere to the Ministry of Finance circular
No. (1) for the year 2018 applying the common standard
for reporting which contains the standards of reporting
and due diligence related to the automatic exchange of
information on financial accounts.

Referring to the US Department of the Treasury's
Internal Revenue Authority (IRS) updates of reporting
requirements, QCB has issued guidelines on how to prepare
a tax identification form for reporting Vatica.
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Supervisory Regulation

In light of the AAOIFI issued by the Accounting and
Auditing Organization for Islamic Financial Institutions
(AAOQIFI) the final version of Standard No. (30) for credit
losses to replace the Authority's Standard No. (11) in line
with the latest developments on international standards,
on top of which is the International Financial Reporting
Standard No. (9), QCB issued instructions to financing
institutions for the application of the new standard, which
includes requiring financing institutions to normalize
the standard as of 01/01/2020 and prepare the required
disclosure of the impact of the application on the financial
statements for the year ended 31/12/2019 except for
companies affiliated with Islamic banks that meet the
deadline specified in the instructions for applying the
standard issued to Islamic banks.

Insurance Companies

QCB issued instructions for licensing support services
providers and organizing their work and monitoring them.
These instructions are implementation of the steps that the
QCB has put in place to regulate and develop the insurance
market in the State of Qatar by setting the necessary
legal frameworks to advance these professions within
professional rules whose importance is mainly reflected
in protecting the rights of insurance policy holders.
These occupations include the business of each of the
representative of the insurance company, the insurance
broker, the reinsurance broker, the insurance consultant,
the actuary, the expert for inspection and damage
assessment, the insurance business management company
and the bank authorized to conduct banking insurance
business. QCB issued special forms for licensing support
services providers and a number of circulars regarding the
reconciliation of their status according to the instructions
referred to.

QCB also issued a circular with additional controls for
motor vehicle insurance, for the purpose of organizing some
issues related to the practical applications of motor vehicle
insurance, whether it is compulsory or optional insurance,
and in order to improve the level of services provided to
the holders of insurance documents and those affected by
traffic accidents, addressing some practical problems with
this type of insurance.

In order to organize the process of evaluating
investments in the real estate and contributions according
to the method of property rights in insurance companies,
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Supervisory Regulation

the QCB issued a circular outlining the foundations and
controls of these evaluations and the mechanism for
recognizing unrealized profits, which ensures better
hedging of insurance companies and maintaining sufficient
reserves to face the risk of lower prices for those assets.

For the purposes of updating and developing the
executive instructions of insurance companies, modified
instructions have been issued for the executive instructions
for insurance for Chapter 9 (precautionary requirements),
and a number of circulars have been issued regarding the
implementation of the Common Standard for Reporting for
the year 2019 in cooperation with the General Tax Authority
and the Ministry of Finance, and a circular has been
issued to regulate the treatment of companies insurance,
reinsurance, takaful, re-takaful, insurance brokers and
insurance service providers with companies authorized by
the Qatar Financial Centre, and the QCB issued a circular
related to the regulations for appointing senior employees
of insurance companies in a manner that guarantees the
activation of the provisions of Article (128 ) of QCB Law
and Regulation of Financial Institutions No. (13) of 2012
and the executive instructions for insurance companies
issued pursuant to it.

Protecting Customers of
Financial Institutions

Within the framework of Qatar Central Bank's interest
in protecting clients of financial institutions, QCB worked
to resolve customer complaints and respond to their
inquiries about credit facilities, cards, transfers, checks,
commissions, fees, and corporate complaints related to the
letters of guarantee and documentary credits, and work to
resolve them and other inquiries and observations of all its
types. The QCB in turn studied them in banking terms and
responded to them in a manner that preserves the rights of
clients of financial institutions and is in accordance with
the laws, instructions and guidelines in force.

The QCB has also played a role in monitoring the rights
of clients of the financial institutions in terms of financial
products, commissions and fees by reviewing promotional
offers for financial services, reviewing the maximum
limits for commissions and fees on accounts and personal
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Supervisory Regulation

banking services periodically, and ensuring fair values for
them and ensuring disclosure to clients transparently and in
all ways of disclosure that guarantees that the information
reaches the customer about the commission rates and fees
and expenses that are debited or collected by the bank on
the accounts and banking services, within the limits of the
ceilings set by the Central Bank. In addition to reviewing
contracts for financial services and products provided to
the public.

QCB was keen to take appropriate measures to address
practices that are not competitive or harmful to the
interests of customers in the face of financial institutions
subject to the supervision and control of the bank, to ensure
their compliance with the provisions of law, regulations,
decisions and instructions issued in implementation
thereof.

The QCB was also keen to educate clients of the financial
institutions about their rights and obligations when dealing
with the financial service providers. The Central Bank
participated in the financial inclusion program that the
State of Qatar attaches great importance to formulating a
national strategy for financial inclusion and education.

Anti-Money Laundering and Combating
Financing of Terrorism

Qatar Central Bank has made great strides in achieving
its strategic goals for combating money laundering and
terrorism financing. The QCB's strategy to combat money
laundering and terrorism financing terrorism has continued
on five pillars as follows:

1. Continue with field monitoring operations and intensify
direct control operations through the central bank’s
technical teams in accordance with the risk map.

2. Developing models used in office control to determine
patterns and trends of financial transactions in the
banking system and direct efforts to combat money
laundering and terrorism financing terrorism according
to the evaluation results.

3. The specialized technical program has been activated
in the follow-up and analysis of transactions carried
out through the banking system and the issuance of a
number of other periodic reports.
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Supervisory Regulation

4. Supporting training and education programs for
financial institutions to verify the financial institutions'
understanding of the methodology for assessing the risks
of money laundering and terrorism financing applied
in each institution on the risk-based approach, as the
number of regular meetings and technical assessments
during the year 2019 reached more than 30 meetings
with the financial institutions to ensure the institutions’
understanding the financial mechanisms for the risk-
based approach and adherence to the best international
requirements.

5. QCB continued to cooperate and coordinate at
the national and international levels by signing
agreements or by opening communication channels
with international counterparts. During the year, the
QCB signed cooperation agreements with a number
of national authorities, and work is ongoing to sign
cooperation agreements with other authorities in the
country.

The Anti-Money Laundering and  Terrorism Financing
Department at QCB has worked on several axes within the
framewaork of its strategy to combat money laundering and
terrorism financing in the QCB, as follows:

The First Axis: Developments at the
Legislative and Legal Level

- The QCB's Anti-Money Laundering/ Financing Terrorism
Department participated in the preparation of the
draft of the new law to combat money laundering and
terrorism financing terrorism, which was adopted and
issued at the end of 2019 and its executive regulations.

- Issuing and circulating the updated version of the anti-
money laundering and terrorism financing terrorism
instructions to all financial institutions subject to the
QCB's control that include adherence to the latest
international standards and requirements.
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The Second Axis: Developments at the Level
of National and International Cooperation
and Coordination

1. Continuing to enhance cooperation with the National
Committee for Combating Money Laundering and
Terrorism Financing Terrorism in preparation for the
evaluation of the State of Qatar during the year 2020
and the continuous communication with the Committee
to complete the joint work plan in a full and effective
manner.

2. Participating with the National Committee for Combating
Money Laundering and the Financing of Terrorism in
formulating and adopting statistical data models that
are requested from the financial institutions to develop
a national risk strategy and update the national risk
assessment.

3. Enhancing cooperation and coordination with the
National Committee for Combating Money Laundering
and the Financing of Terrorism in the efforts to combat
terrorism and its financing, and participating in meetings
held by the Committee through the QCB’s representative
in the Committee.

4. Providing the National Counter-Terrorism Committee
with the periodic reports of persons on the national and
international sanctions lists.

5. Participation in preparing for the field visit by the
Executive Directorate of the United Nations Security
Council Counter-Terrorism Committee scheduled for
2020.

6. Adopting a joint strategy between the three main
financial regulatory authorities in Qatar through the
Financial Stability and Risk Committee, in addition
to holding regular meetings of the Joint Supervisory
Committee and the working groups and sub-committees
formed in this regard.

7. Holding a number of training courses and workshops for
all the financial institutions subject to the supervision
of the QCB, with the aim of promoting and raising
awareness and developing expertise of financial
institutions in the field of combating money laundering
and financing terrorism.
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Supervisory Regulation

8. Participating in coordination with the Qatari Financial
Information Unit in the periodic dialogue forum with the
aim of raising awareness of the financial institutions
subject to the supervision of the QCB.

9. Activating the memorandum of understanding signed
between the QCB and the unit by holding a number of
periodic meetings and exchanging information.

10. Signing a memorandum of understanding between QCB
and the Customs Authority, as well as with the Ministry
of Trade and Industry and the Tax Authority to enhance
cooperation and joint coordination frameworks.

11. Continuing in cooperation and coordination between
QCB and the Ministry of Finance for the purpose of
combating tax evasion as a money laundering crime
stipulated by Law No. (20) of 2019 to combat money
laundering and terrorism financing terrorism.

12. Communicating with a number of counterparts in a
number of foreign countries to exchange information
and conduct inspection tasks at branches of the national
banks abrod and its subsidiaries.

The Third Axis: Developments at the Level
of the Banking Sector

e \Work is under way through a joint project with Deloitte
Touche company to develop the audit evidence for
field and office inspection as well as the development
of the QCB's strategy in the area of combating money
laundering and terrorism financing terrorism.

e (Continue to hold monthly meetings with all the financial
institutions, where during the periodic meetings this
year, many topics were discussed, the most important
of which are:

e Technical obligations associated with the application of
a risk-based approach.

e Defining risks in financial institutions within the
framework of sectoral and national risks and ways to
reduce them.

e Managing the risks associated with high-risk customers,
especially non-profit organizations.
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Defining patterns of terrorism financing during the last
three years at the global level.

Implementing the project of the Anti-Money Laundering
and Combating the terrorism financing Program (SAS)
program and starting the actual operation of the system
through which monitoring and analyzing financial
transactions conducted by all the financial institutions
licensed by the QCB, and discovering some patterns
and methods that may indicate cases or attempts of
crimes of Money laundering and terrorist financing by
collecting data on financial transactions that take place
in the financial institutions.

A new mechanism has been developed for the exchange
companies based on reading the identity card data
through a barcode reader and a direct link with the
internal data.

Prepare and approve the sectoral assessment of the risks
of money laundering and terrorism financing terrorism at
the level of the financial institutions subject to the QCB's
supervision and determine work priorities based on the
degree of risks specific to each sector and future plans
in this regard.

Continue to update additional forms of data and
statistics that are requested from the financial
institutions with a view to discovering the risk areas of
the financial institutions while exercising their activities
and providing their services.

Continue to implement regular field visits to the
financial institutions with a focus on the financial
institutions classified as having high risk according to
specific criteria that take into account the degree of risk
represented by each financial institution based on the
risk map.

Conducting a special tour of the offsite inspection
with the aim of measuring the extent of the financial
institutions” commitment to applying the risk-based
approach and the degree of effectiveness of the
applied systems, and identifying the risks faced by each
institution and plans to reduce those risks.

Preparing a guide to work procedures for controlling
foreign branches of the financial institutions and its
subsidiaries.

Preparing business procedures for imposing sanctions
and a guide for financial sanctions standards.
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¢ Imposing financial and administrative penalties on a
number of financial institutions in violation of QCB's
instructions for future projects.

e Signing of a memorandum of understanding during the
year 2020 with some national authorities.

e (Continue to raise the degree of readiness of all the
financial institutions to evaluate the State of Qatar in
the year 2020 regarding anti-money laundering and
trrorism financing systems .

e Developing onsite and offsite inspection plans for the
financial institutions subject to the QCB's supervision
using the risk-based approach and evaluating the
applications used by these financial institutions.

e Developing periodic data models to measure the risks
of combating money laundering and terrorism financing
and placing them on the QCB's website so that the
financial institutions can fill them automatically and
immediately to ensure effectiveness and speed.

e Follow up on cooperation and coordination with all
the institutions concerned with combating money
laundering and terrorism financing in the country to
ensure compliance with the international requirements
and standards.

Exchange Evaluation

The QCB continues to prepare for the joint assessment
of the country during 2020, which requires effective
treatment of all risks faced by the financial institutions
when dealing with clients.
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Qatar Credit Bureau

Qatar Credit Bureau committed to create an efficient
and secured credit system in the State of Qatar that is
operating in accordance with excellent technology and
international level of standards. The Bureau collects &
maintains credit information, prepares & issues accurate
and comprehensive credit reports. This report will assist
the credit providers to take the right credit decisions,
manage credit risk degrees and enhance transparency in
the banking and financial sector.

The Bureau developed a long-term relationship with its
member institutions and continued to expand the horizon
by adding new members from different economic sectors.
Presently, 25 members from both banking and non-banking
sectors are using credit bureau services for their credit
decisions. In 2019, Abdulla Abdullghani & Bros from motor
sector and Vodafone from telecom sector has joined Qatar
Credit Bureau.

Qatar Credit Bureau's most impactful and far reaching
achievement during the year 2019 was an in-house
developed software application QCredit, which helped to
enhance bureau operations and provide better services to
the member institutions.

Another important achievement during the year was
accreditation from Global Legal Entity Identifier Foundation
(GLEIF). Qatar Credit Bureau accredited by the GLEIF as
an authorized Local Operating Unit (LOU) that issues Legal
Entity Identifiers (LEI) for companies and institutions that
conduct financial transactions globally.

Qatar get 8/8 on the Getting Credit index in World
Bank Group’s Doing Business 2020 Report, an improvement
from last year's report. Credit Bureau's effort to expand the
credit coverage from different sectors helped to improve
ranking in the Getting Credit index. This year, credit
coverage percentage was 34%, consisting of consumer &
commercial who have credit records in Credit Bureau data
base of the total adult population of the state of Qatar.

Major Credit Bureau performance highlights for the
year 2019 is given below:

e (Qatar Credit Bureau issued a total of 461,313 credit
reports during 2019 (year-on-year growth of 11.72%).
There were 428,316 consumer credit reports (year-on-
year growth of 11.24%) and 32,997 commercial credit
reports (year-on-year growth of 18.42%).
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e |ssued 422,852 credit reports to member institutions
during 2019 against 383,673 during 2018 (year-on-year
growth of 10.21%)

e |ssued 320,318 consumer credit reports with credit
score during 2019 against 296,857 during 2018.

e |ssued 38,461 self-enquiry credit reports to customers
through our Customer Service Centre during 2019
against 29,231 during 2018 (year-on-year growth of
31.58%)

e The number of customers disputed the credit report
during 2019 is 420 against 350 during 2018.

e Consumer Credit QR. 243,785 million at end-December
2019 from QR. 237,763 million at end-December 2018
(year-on-year growth of 2.53%).

e Consumer delinquency decreased to 13.50% at end-
December 2019 from 15.99% a year ago.

Data Source:
database.

Figures are based on Credit Bureau

Qatar Credit Bureau continuously working to extend
coverage of credit information by adding new members
from a wide variety of sources and sectors. The Bureau will
design new products & services to strengthen the credit risk
management processes within the member institutions.

The Bureau contributions will continue to build up an
efficient and stable economic system in the country by
strengthen the credit risk management processes providing
comprehensive and accurate credit information, based on
excellent technology and global knowledge.
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Financial Stability Department

The Financial Stability Department (FSD), a department
under the Financial System Stability and Statistics
Sector of QCB, ensures stability in the financial system
through in-depth analysis of potential vulnerabilities. The
department, being one of the mainstream departments of
the Central Bank, actively participates in recommending
macroprudential policies. The department also closely
monitors the systemic impact of such policies on the
financial and non-financial sector and calibrates the
measures time to time to address systemic risk.

The four sections of the Financial Stability Department
viz., "Macro-prudential policy”, “Macro-prudential analysis”,
“Stress testing” and “Non-Banking” are working with
independent capacity and targets, but in close coordination to
ensure smooth operation of the department. All four sections
contributed to policy recommendations and mitigating
potential systemic challenges in 2019.

Financial stability department also functions as the
Secretariat of the Financial Stability and Risk Control
Committee (FSC). During 2019, apart from arranging
meetings of the FSC, the Secretariat arranged joint
meetings of the Financial Stability and Supervision
Subcommittees, the two subcommittees to FSC. During
the year, five meetings of the FSC and three joint meetings
of the Subcommittees were arranged by the Secretariat.
Comprehensive assessment of financial stability in Qatar
and regulatory policies of QCB, QFMA and QFCRA were
taken up during the year.

In addition to the usual monthly, quarterly and annual
reviews of the financial sector risks and vulnerabilities,
several activities were taken up by the department. These
included among others:

e Daily monitoring of the funded liabilities, both external
and domestic of the banking sector.

e \Weekly analysis of asset-liability mismatches in the
domestic banking sector.

e (Quarterly Stress Testing on Credit Risk, Market Risk,
Liquidity Risks, Mortgage Risk in the banking sector.

e Report on Quarterly Countercyclical Buffer.

e Quarterly report on Real Estate Price Index.
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e Quarterly report on Early Warning system.

e Quarterly report on Bank Lending Survey.

e Analysis of Non-resident Deposits in the domestic
banking system.

e Analysis of Half-Yearly Reports on Stress Tests conducted
by the Banks as per guidelines given by QCB Analysis
of Half-yearly Reports on Stress Tests conducted by the
Banks as per guidelines given by QCB.

e (Co-ordination of the work of Financial Stability
Subcommittee (FSS)

e Work relating to semi-annual Financial Stability
Indicators Report

During the vyear, the department had coordinated
with the World Bank technical mission to develop the
macroprudential Stress Testing Tool. The tool developed
by World Bank team is being subjected to test run by the
department before its final implementation. Further, the
department initiated the processes of development of an
alternative model for Early Warning System during the year.

The department is also playing a supportive role in
enhancing the Risk Management through decisions taken
by the FSC. Implementation mechanism for various FSC
decisions is being developed. The macro-prudential policy
framewaork put in place by the department ensures financial
stability through effectively control excess leverage,
manage system liquidity and ensure financial discipline.

The department maintains close contact with the
banks and other organizations, including other regulatory
badies like QFMA, QFCRA etc. and exchange information
to make consolidated policy measures for the entire
financial sector. As a part of its external contacts, the
department co-ordinates with multinational organizations
like World Bank, IMF, BIS etc. and other central banks
to have a holistic picture of the global economy which
enables the department in framing macroprudential
policies in line with the best international practice. As part
of the macroprudential analysis of the financial sector, the
department provides data and analytical inputs to the Top
Management of QCB and outside agencies like IMF, rating
agencies and others.

dutspl loaloil

AL Gyl alladll o desl) 2 fSlasll Julod @

Lo o Lill daicall Lt Jom Bogheall Camd oplidll Julos @

U HLE 2o ol Al Joe Gpwil @
sl ot U HLEY @l y b jo,En Glall Jeall @

L) Al Bl e Gaatlly 3,05Y1 cald dalddl IS
3139 g IS (31 Jamll L 31T yaslatd Sl
03 531 U3 cra LIS Glaall il B3 Laysle 3l
soshal ilidee 3,a¥1 @in wlly Cle 39ke . iledl! Laian
ALl U5 S 10y allad) s g3

REISSSES UK RS VSV g Lacts Tygn Lt 3,101 aliy
sl @iy U SE Y Al Lalam Sl alylyall g3
S| Gen g obEeYl Risd iyl Caliel hanil aJi
S 5Ea 5,0s) Lginy Ll AlSH 2050 el
g 350305 3051301 AL Fadl Il 3 JLadll @Samtll S35y
AU dalmi¥l ey allall

Oledailly ool o G Jlas] e 3yIa¥1 daslsd
S5 Bea e (53 91 ezl cligll W3 b Ley (6,58
Lone oy el e JLall 513 38 5ol Eism AL 315U
kST L_,.‘LU &L!AE-U Buge Aol yolad BSY claglall
lataitl s ij?ﬂ O9la (s 50 JLai¥) culgs e £ 589
‘&,Jj.ﬂl Jadl Gguiwsy ‘gjqul Ll fo bt 3auata
e Jpimeld 311 il o Loy 5 5l gl i
el (e 3)la¥) 086 Gl ALl sl Aels 3)50
cAdgdl by ledld MTCAL’.&L&Q ng.\s_ﬂ gt slalw
5)‘3}" BTy ‘g_ﬂl\ tUaE_U ‘:,1511 éj\ﬂ)‘ﬁ‘ Jul=ddl e 23Sy
s I YIS Ily Ldall 3,0 Al s iy cbld!
eyl s ol YISy, L_?"ﬁ“\'” 2adl Gguiw Jia

Forty Third Annual Report 2019

19 gVl g CUll ggiulpaill - 92



Supervisory Regulation

The Financial Stability Review 2019, an annual
publication of the department, provides an analytical
snapshot of the events that summarizes the risks and
vulnerabilities of the financial sector of Qatar during
the entire span of 2019. It is a holistic review of the
financial sector as it consolidates the developments of
Qatar Financial Centre (QFC) and Qatar Financial Markets
Authority (QFMA), as well. The review also provides
the strategies adopted by the regulatory authorities in
addressing the systemic risks and strengthening the
internal capacity of the financial system.
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Currency Management and Public Debt Management

Currency Management

According to Article 7 of QCB Law No (13) of 2012,
Qatar Central Bank (QCB) is entrusted with the function of
issuance of currency and regulation of its circulation. The
issuance department of QCB, carryout the management of
currency issuance and its circulation in the State of Qatar.

During 2019, value of notes in circulation and value
of coins in circulation grew. As of end-December 2019,
the value of notes in circulation stood at QR 16.35
billion; denoting annual increase of 1.16% compared to a
decreased of 1.98% in end of 2018 (Table 8-1). The value
of coins in circulation stood at QR 52.33 million, denoting
growth of 1.96% in 2019 as opposed to 5.76% in 2018.
The volume of notes increased by 8.43% in 2019 as against
3.32% 2018. In value terms, QR 500 accounted for 79.02%
of the total value of notes in circulation while in terms of
volume, QR 1 constituted around 52% of the total notes in
circulation.

Table (8-1)
Notes and Coins in Circulation (end of Year)
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Public Debt Management

Domestic liquidity conditions during 2019 continued
to remain at comfortable level, supported by capital
inflows, non-resident deposits inflows and current account
surplus. As a result, there has been accumulation of
foreign exchange reserves by QCB. The government,
besides the ongoing fiscal reforms, continued expenditure
on infrastructure spending and projects related to FIFA
world cup 2022. The surplus fiscal balance was attained
for the second consecutive year, helped by higher revenue
mobilization from hydrocarbon sector. Public sector
deposits contracted from the previous year, largely due to
time and saving deposits in foreign currency, while that of
private sector deposits increased from the previous year.
On the other hand, non-resident deposits increased sharply
in contrast to contraction in domestic deposits in 2019.

With regard to credit, bank credit to public sector also
declined during 2019, mostly due to the Government. By
contrast, growth in bank credit to private sector increased
significantly during 2019, led by ‘general trade’ and
‘services’ sectors. Thus, despite the decline in public sector
credit, the total credit increased significantly during 2019.

The liquidity management operations of QCB were
carried out in the above backdrop. Particularly, durable
systemic liquidity was modulated through the auctions
of T-bills/bonds, given the redemption schedules. The
aim remained ensuring of a comfortable liquidity in the
financial system.

QCB managed short-term liquidity through T-bill
auctions of various maturities (91, 182 and 273 days)
during 2019.

Table (8-2) shows the issued and outstanding T-bills
according to the varying maturities.
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Currency Management and Public Debt Management

Table (8-2)
Treasury Bills
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T- Bills Issued 13,550
91- day 7,350
182- day 4,210
273- day 1,990

T- Bills Matured 14,130
91- day 7,130
182- day 3,650
273- day 3,350

T- Bills Outstanding (Year- End) 5,040

Also, QCB engaged in auctions of 3-year, 5-year and
10-year government bonds intermittently during 2019 to
manage structural liquidity. T-bonds worth QR 41.3 billion
were issued, which includes QR 30.3 billion in conventional
bonds and the rest were Islamic Sukuks (Table 8-3).

Table (8-3)
Treasury Bonds Issued in 2019
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Category

Conventional 6,500 17,000
Sukuks 2,100 7,850
Total 8,600 24,850
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99  Forty Third Annual Report 2019

19 ygeyVl g el ggiudlpybill



Currency Management and Public Debt Management

During 2019, T-bills of varying maturities worth QR7.1
billion were issued, while T-bills worth QR8.1 billion
matured. Thus, liquidity worth QR 950 million was injected
as compared to QR 1.1 billion injection in the previous year
(Table 8-4). Fresh issuances of T-bonds (including Sukuks)
of QR 41.3 billion was higher than the matured amounts,
which resulted in absorption of durable liquidity by QR 14.9
billion.

Table (8-4)
Public Debt Management by QCB
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Payment and Settlement System

Payment and Settlement System

Payment and settlement systems play an important
role in achieving the goals of monetary policy and financial
stability. Secure and efficient payment systems ensure
the smooth transmission of monetary policy. Disruptions
in payment systems can adversely impact the financial
system and can be an impediment to the development of
the real economy. QCB, therefore, has been taking several
policy initiatives to strengthen the payment and settlement
systems in Qatar. The focus, during the year, was towards
migrating payment transactions from cash/paper modes to
electronic modes, controlling risks and developing sound
payment infrastructure, in line with the objectives of Qatar
National Vision 2030, which aims for a cashless society
with greater financial inclusion.

In fulfilment its commitment to strengthen the payment
infrastructure, QCB has developed a new retail payment
system, “Qatar Mobile Payment System” (QMP), to provide
instant clearing and settlement of payments and money
transfers 24 hours a day, seven days a week. This system
will facilitate banks and FinTech firms offer interoperable
mobile based e-wallets and Quick Response(QR) code
based low cost payment options to the public for carrying
out electronic payments at the point of sales and for person
to person money transfers, which will further enhance
financial inclusion and help Qatar to move towards a secure
cashless society. Recognizing the importance of innovation
and growth of FinTech in general and of payment services
in particular for the development of Qatar economy, an
exclusive Fintech section was set up in QCB and a financial
technology strategy was drawn up aiming to develop a
collaborative and connected financial ecosystem to meet
with the long-term objectives of Qatar National Vision
2030. As part of the strategy, QCB is working towards
creating a modern regulatory environment, including a
regulatory sandbox, that supports Innovation and market
stability.

QCB has also implemented several policy measures
to promote electronic payments in Qatar. One of the key
initiatives in this regard was the rationalization of charges
and operational timings of payment systems. In order to
increase the availability of the Real Time Gross Settlement
System (RTGS), timing of the RTGS system was extended.
Further, banks are provided with the right regulatory
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Payment and Settlement System

support to offer innovative digital banking channels for safe
and convenient banking to their retail customers. Several
banks in Qatar started offering e-wallets, m-commerce,
e-commerce, and e-remittance facilities which leverage
advanced technologies such as the face, voice and
fingerprint recognition, QR code, contact-less technology,
etc. on par with international banks.

From the risk management perspective, to condense
the liquidity risk in the clearing and settlement system,
settlement timings of all retail payment systems were
realigned with RTGS timing. Moreover, the overnight
automatic loan facility extended to banks for meeting their
liquidity shortage was withdrawn and instead, banks were
given an extended window in RTGS to facilitate interbank
borrowing to meet their liquidity requirements. These
measures helped in better market discipline, efficient
clearing liquidity management and contain settlement risk.

As the reliability and security of payment and
settlement systems are crucial for financial stability, the
information security measures and business continuity
arrangements for payment and settlement systems
were reviewed and measures have been taken to further
strengthen the arrangements. With these proactive
measures, the payment and settlement systems in Qatar
remained resilient throughout the year and handled more
than 135 million transactions, with a total value amounting
to QR. 4.3 trillion.

Retail Payment System

The retail payment system encompasses several
systems that handle the retail transactions, among the
banks within the State of Qatar. In terms of volume, as
in the previous years, the retail payments accounted for
more than 99% of the total payments. The transactions
processed by the electronic cheque clearing system
continued to decline in both value and volume indicating a
shift from paper based payment modes to electronic modes
as expected.

The retail payment system QATCH that facilitates
settlement of bulk direct credit and direct debit transactions
handled 7.2 Million transactions during the year, 10.64%
increase over the previous year. NAPS (National ATM
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Payment and Settlement System

and Point of Sale (POS) System), the Electronic Payment
Gateway used for switching and settling of all local
and GCC interbank debit card transactions handled the
maximum number of retail transactions (123 million) during
the year, an increase of 16.42 % compared to 2018. The
e-commerce transactions made through QPay channel
registered many fold increase in volume from 0. 68 million
in 2018 to 2.8 million in 2019 indicating a robust growth in
the country’s e-commerce market.

Wholesale Payment System

Real Time Gross Settlement System (RTGS), handled
84.8% (QR. 2.5 Trillion) of the customer and interbank
payments in value terms. The transactions processed by
RTGS system declined in both value and volume by 3.26%
and 11.72%, respectively, in 2019. The decline in volume
attributes mainly to the migration of a large number of small
value recurring transactions from RTGS to the other retail
payment systems. Whereas, the marginal decline seen in
value is due to a reduction in the size of the transactions.
As regards the settlement of transactions related to central
bank market operations, the value and volume of QMR
deposits were much higher than those of QMR loans during
the year. Overall, the QMR deposits and loan transactions
settled in the payment system indicates that the banking
system had adequate liquidity during the year.

Clearing and Settlement System

The clearing and settlement involves gross settlement
of RTGS transactions and large value cheque transactions
as well as the net settlement of retail transactions such
as low-value cheque transactions, transactions through
ATMs, Point of Sale (PoS), QPay and QATCH. In order to
reduce the settlement risk and disincentives use of cheques
for large value payments, the limit for gross settlement
facility for large value cheques has been revised from QR
0.250 Million to QR 1 Million with effect from 1st Jul 2019.
One of the key requirements for smooth functioning of
the payments and settlement system is the availahility of
adequate liquidity with the participants.
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Payment and Settlement System

During the clearing and settlement process, it is
possible that liquidity position turns negative, in which
case QCB makes available the necessary credit on an intra-
day basis. The daily aggregate intraday credit provided to
banks remained very low compared to the total amount
settled in the system for most of the days indicating
that the clearing and settlement system did not face any
liquidity stress during the year. The intra-day credit (IDC)
extended to the banks gets reversed automatically during
the clearing window when the banks receive incoming
payments. However, at the end of the clearing window,
some banks still may have a shortfall in their settlement
account. QCB used to provide liquidity facility by way of
an overnight credit facility ‘Auto loans’ at a fixed interest
rate to the concerned banks to square of their end-of-day
position. Aligning with the international best practices, the
(QCB has discontinued the ‘Auto loans’ facility with effect
from 1st July 2019. An extended window of 30 minutes
from the close of business hours of payment system is
given to the banks to meet the shortfall in their settlement
accounts. These measures have resulted in better clearing
liquidity management and enhanced market discipline.

dyguuilg culegorall oA

$xe o= OF oSall (o cdsatlly Aolall Tuee SO

A I3 Cbyina jag ULl ks by il ] gl
Glex ¥l asell GLEY! g - agy pubesl e a1 Less!
AL B 5Bl L Il )l s Liadie i o y2ll a1l
Ay @ Bgeally Lolall allad of ) sudy Les a1 @laal
Gl LY e g - alall O Wseadl e bogiis &
Woidl LA Lenie Guslall 3y% LT LaLE @gill il
an JIa 1B Aolall 3% Tylgh B lld ey 253,501 il sl
OIS w2y Ly ol Bygeill Glas B (ki (e a3 gl
I (o s 3 Eiall gl w6311 a8 b pune
2 L3S ye Adatil cols 3518 jawy susly AL A5LEE (1093
e iy sl laplall Jesdl ge Lk sl Blgd
YN gl ) n il RALEEN (gl cdiguss 3,11 13
clebu oL@l cdg ge 3333 T+ 3ul suies 5200 il mies
g2 ol Byget] il b jomall Aot all allady Jaall
Loleil 3309 Algaad] 3,13] crawmd Il @l ya Y oiis sl w3y .

YO

Forty Third Annual Report 2019

19 gVl g Cull ggindl praill 108









piblell Junoll
Chapter Ten

Grall o wopmo eulogleo ol

QCB Information Security







QCB Information Security

QCB Information Security

In the middle of the year 2019, QCB has witnessed a
restructuring of the information security function and has
commissioned a new independent centralized information
security department that looks after all the financial sector
security posture including QCB. The independent nature
of the function makes it more effective in designing the
information security strategy of the QCB. The oversight
of the risks related to the use of technologies shifted to
the new department providing the function with two layer
responsibilities: one looking at protecting QCB environment
and assets and the other overseeing the cyber security
practice of the entire financial sector.

The department operates two key sections in order to
support a new security program. One section is dedicated
to the overall supervision and development of the security
strategy required to support the security program. This
includes the development of the set of policies and
risk management framework, as well as managing the
governance of information security. The other section
would work at monitoring and responding to cyber-attacks,
cyber threats and incident, but also anticipate on future
threats and threat actors, developing in the form of a
security assurance section.

Development of the Governance
Framework

The creation of the new Information Security
department has allowed for reviewing the current state
of information security practice at Qatar Central Bank
and identify the areas of development. Therefore the key
strategic objectives of the department have been to quickly
identify the weaknesses and roll-out a plan, implement
measures to identify and monitor cyber security threat and
engage the QCB stakeholders internally and at the sector
level to support the overall strategic objectives of QCB

The strategic objectives have been translated into
the design of the Information Security Governance
Framework which encompasses the definition of the
security program with the related security objectives, the
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QCB Information Security

required governance practice and the identification of the
key risks that QCB has to deal with. The approach in the
IS risk management is of two-fold: understanding QCB IS
posture, strength and weaknesses and defining the IS Risk
Management framework with the dedicated risk register.

The main threat actors targeting QCB are multiple and
can pose serious risks if not identified early and mitigated
with the proper set of measures. Therefore the Information
Security Governance Framework has identified the threat
actors and risks by some of the risks such as theft or leakage
of data, disruption of the infrastructure and operations,
sabotage, hacking are amongst the common risks driven by
hacktivists, hackers, rogue states or cybercrime syndicates.
The program includes the development of a new set of
policies that incorporate the new state of security and the
threat landscape. On the technology side, a new set of
security standards are developed in order to cater for the
technology risks directly.

As QCB is operating a critical infrastructure, the
information security program ensures that the critical
assets are identified and classified properly. These critical
assets are supported by a set of specific security controls
defined in the various QCB Information Security standards.
The central bank is operating independently in its capacity
as a regulator and advisor, hence it defines the rules and
requirements that it requires to ensure the stability of the
entire financial sector.

Information Security for the Financial
Sector

The oversight of the financial sector is one of the
key functions of a central bank, this includes also the
information and cyber security domain. From the previous
year, the oversight towards cyber risks has increased
substantially. Indeed the information security department
has developed new tools to support the practice as well
as enhanced the existing ones. It is a well-known fact
now that the financial sector, mainly the banks, is a prime
target from hackers and digital fraudsters as it has always
been and will be. Indeed a potential access to the financial
information and money is ultimately, what these threat
actors are seeking to get.
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QCB Information Security

The QCB Information Security department is constantly
supporting the actors of the financial sector and meeting
with the financial sector stakeholders regularly as part of
the regulatory oversight activities. Therefore the Banking
Security Group meeting is taking place on quarterly basis
and considered as a platform to devise new regulatory
developments, to enable a reporting on cyber security
activities, to monitoring cyber security threats and events
but also helps in defining new initiatives together with the
financial sector.

The QCB Information Security team collects some key
risk indicators in order to provide the exact state of the
on-going cyber threat activities. Indeed the data collected
shows that the banks are heavily targeted across the 3
layers of their IT environment (Application, System and
Network). While the results showed that the majority of
the attacks were targeting the end-users via the application
layer (51%), the infrastructure-layer showed a great
interest from attackers (44%). Attempts to breach systems
directly are representing only with a 5% ratio of activities
out of an overall approximate 150 Million security events
recorded by the banking sector. The statistics showed
a clear correlation with the active phishing campaigns
seen across the year that were increasing from quarter to
quarter as well, but also threat actors as rogue states were
attempting to destabilize the banking infrastructure. The
analysis per layer showed that the same trend of attacks
was ramping up between Q1 to Q2 of 2019 and then finally
was doubling the attacking efforts between Q3 and Q4. The
last quarter always seemed to be the most concentrated
period for cyber-attacks.

Chart (10-1)
Risk Events Distribution Ratio
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QCB Information Security

On the regulatory side, the QCB Information Security
Department is introducing a new set of supporting
documentations for the existing Technology Risk
regulation. This includes a Secure Qutsourcing Instructions
for managing 3rd party risks as well as a soon to be
issued Cloud Security Instructions. On the current state
of compliance, the self-assessment tool created by the
team has given QCB with a rapid update on the progress to
compliance towards the QCB Technology Risk regulation.
The latter contains all the fundamental requirements
and is reviewed gradually with the emergence of new
technologies and practices. Indeed banks are large
consumers of advanced information technologies as they
are always keen to advance their technology roadmap in
order to increase the efficiency and speed of operations
for the benefits of the customers. It is important for QCB to
keep up with the technological advancement and the risks
related to these new technologies.

The QCB Information Security Department is also
developing a new set of requirements that will cater for
the new Fintech domain and related new entrants to the
market. Indeed as QCB is launching a Fintech sandbox,
the QCB IS Department has heavily contributed to the
approach, design and strategy while preparing also specific
regulatory contextual requirements. Whether it is with the
use of Artificial Intelligence, Blockchain, APls or other
sensing networks, QCB is integrating the core technologies
into the security regulatory landscape.

In 2019, QCB ISD has also defined the Information
Security Inspection process that has already been applied
fully to an entity of the sector and which provides a
comprehensive overview of the security posture of the
entity. Also the QCB ISD released the Insurance Sector
Technology risk regulation which will follow the same
process as for the banking sector.
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QCB Information Security

Evolving Threats and Trends

As cyberattacks become more sophisticated and
targeted nowadays, it has become crucial to adapt and
detect such threats in a proactive manner. The information
Security department has developed proactive measures
and plans in alignment with QCB's strategic objectives
in order to detect trends and potential threats. Detection
of such trends is very important to prevent actual attacks
and consequently avoiding costly reactive actions and
subsequent cleanup measures.

One main strategy that the Information Security
department utilizing is that, consequently monitoring
and analyzing security feeds, which provide up-to-date
information on current or potential security attacks that
could pose business risk on our environment.

In addition to the security feeds, strategic collaborations
have been established with key entities in the country such
as the Ministry of Interior and QCERT to have a broader
view of all surrounding threats from different perspectives
and sources of information. Furthermore, raising the
capabilities of security resources is one of our core
objectives which is utilized to advance the ability to detect
trends and spot threats.

Security Monitoring and Incident Response

In conjunction with the proactive measures and
the implemented strategies, the Information Security
department has been working to improve and build upon
the monitoring systems and capabilities in QCB and
develop more robust strategies and plans for responding
to threats. Therefore, several projects have been approved
and initiated to accomplish those objectives.

One critical project that will significantly improve the
monitoring capabilities is the Security Operations Centre,
known as SOC, that will enable a vastly wider monitoring
parameter by extending our visibility to the banking sector,
and eventually all of the financial landscape in Qatar. This
dedicated security monitoring unit will have an advantage
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QCB Information Security

over the current isolated setup of individual monitoring
units across all entities in the sector where the integrated
visibility will consequently empower our security posture
by significantly decreasing the response time to attacks
and giving up-to-date access to vital information for all
entities.

In addition, the earlier established collaboration with
MOI and QCERT has been utilized to share and get the
latest advisories and patching recommendations generated
by Information security department. This has facilitated
the efforts of the incident response team by effectively
utilizing the collaboration mechanism for sharing such
critical information to act upon and minimize the potential
impact of any threat.

Additionally, an incident response plan has been
developed to improve our response and actions taken
towards attacks, increasing the effectiveness of such
measures and utilizing the previously mentioned
collaboration for sharing attacks and threats information.
Responding to security incidents has enabled the
Information Security Department to discover new threats
and share them with the authorities and the financial
sector allowing a more robust response to cybersecurity
threats on a broader scale.
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Financial Statement of QCB Giarall pab Copn ol ladl gl

Introduction doa0
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which at the end of 2019 stood as at QR 233.1 billion, TOA ale Bl b Loy Beadll (i Sag Jly
almost the same as at the end of 2018.
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Financial Statement of QCB

Assets

As mentioned above, the total assets of QCB at the end
of 2019 remained almost unchanged at QR 233.1 billion
from that of QR 233.0 billion at the end of 2018 (Table 11-1).
There was substantial accumulation of net foreign assets
during 2019, although at a much slower pace than during
2018. A major portion of these net foreign assets was
deployed in the form of investment in foreign securities,
which increased by 46.4% to QR 80.3 billion at the end
of 2019 as compared with an increase of 286.9% during
2018. As a result, they constituted the largest component
of QCB's assets at the end of 2019 at 34.4%, rising from
23.5% as the second largest component at the end of 2018.

QCB's balances with foreign banks also increased, but
at much lower rate of 11.4% to QR 54.7 billion at the end
of 2019 from QR 49.1 billion at the end of 2018.

However, during the same period, the value of
investment in gold rose sharply by 60.1% to QR 7.5 billion
from QR 4.7 billion. On the other hand, SDR deposits stayed
unchanged at QR 1.39 billion.

By contrast, the domestic assets in the form of balances
with local banks during 2019 further contracted from the
sharp contraction witnessed during 2018. These balances
declined by 18.6% to QR 65.3 billion at the end of 2019 from
OR 80.2 hillion at the end of 2018. As a result, they formed
the second largest component of QCB's assets at the end of
2019 (28.0%) in contrast to the largest component (34.4%)
at the end of 2018.

Other domestic assets decreased markedly by 44.0% to
QR 24.0 billion at the end of 2019, in contrast to a growth
of 78.4% during 2018.

With accumulation of significant foreign exchange
reserves by QCB during 2019, the international reserve
adequacy indictors at the end of 2019 improved further
from the already comfortable level at the end of 2018. The
international reserve to currency issued ratio of 879.7% at
the end of 2019 was almost about nine times the stipulated
minimum of 100% in the QCB Law (Table 11-2)".

" These reserves do not represent the international reserves of the State of Qatar, but they represent only a
small part of them to meet the currency issued on one hand (the law stipulates that these reserves should
not be less than 100% of the currency issued), and to manage the banks purchasing of the dollar within the
exchange rate policy followed by QCB, as well as for monetary policy purposes.
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Table (11-2)
Indicators of Reserve Adequacy of QCB
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Liabilities Side

The liabilities of QCB mainly consist of capital and
reserves, domestic banks’ balances with QCB in the form
of total reserves (required reserve plus excess reserves),
QMR deposits and currency issued. Of these liabilities,
monetary liabilities consist of currency issued, domestic
banks’ total reserve balances with QCB and QMR deposits,
which together are called high-powered money, reserve
money or monetary base (MO0) (Table 11-3).

Table (11-3)
Components of Reserve Money
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Financial Statement of QCB

During 2019, reserve money declined by 13.0% to
QR 72.0 billion at the end of 2019 from QR 82.9 hillion at
the end of 2018. On a month-on-month basis, growth in
reserve money contracted in eight months of 2019 viz,,
January, February, May, June, July, August, September
and November. In the remaining four months it increased,
but mainly during March-April only which thereby led to
the significant contraction in reserve money during 2019
(Chart 11-1).

Chart (11-1)
Money Reserve Growth Rates
(on an Annualized Basis)
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The contraction in reserve money during 2019 was
entirely accounted by decline in primary liquidity i.e., net
QMR deposits plus excess reserve balances of banks with
QCB, which mostly took place in the second half of 2019.
Net QMR deposits declined by 42.4% to QR 13.2 billion at
the end of 2019 from QR 22.9 billion at the end of 2018.
On the other hand, excess reserves of banks declined by
34.9% to QR 5.0 hillion at the end of 2019 from QR 7.7
billion at the end of 2018. By contrast, required reserves
grew by 3.9% to QR 37.4 hillion, as total deposits of banks
grew. Currency issued grew by 1.2% to QR 16.4 billion
from QR 16.2 billion during the same period (Table 11-3).

The contraction in reserve money was driven by decline
in net domestic assets (NDA) which more than offset the
increase in net foreign assets (NFA) of QCB. NDA contracted
by QR 44.6 billion during 2019. By contrast, NFA increased
by QR 33.8 billion, as there was net capital inflows and the
balance of payments recorded surpluses in both the current
and capital & financial accounts (Chart 11-2).
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Annex

The Second Financial Sector Regulatory
Strategy (2017-2022)

In 2017, Qatar Central Bank (QCB), in cooperation with
financial sector supervisors - the Qatar Financial Markets
Authority and the Qatar Financial Centre Regulatory
Authority - launched the second strategic plan for regulating
the financial sector for the period (2017-2022).

The second strategic plan for organizing the sector
aims to create a regulatory framework that promotes
inclusive and sustainable growth, promotes innovation
and financial technology, and in parallel maintaining cyber
security, while continuing to nurture and develop human
capital that contributes to building a knowledge-based
economy. The strategy supports the promotion of a more
flexible approach to work and coordination between the
three regulators, with a focus on setting medium-term
priorities for the financial sector in Qatar.

In this issue of the annual report, this section
summarizes the most important achievements made by
the QCB in the strategy for regulating the second financial
sector, important development projects in line with the
Qatar National Vision 2030, and the general economic
policy framewaork of the country to support the development
of the national economy and achieve the goals of economic
diversification and that promotes the economic and
financial stability of the State of Qatar. QCB contributes
to achieving the goals of the first and second national
development strategy (2018-2022) through its projects in:

(1) the economic diversification sector.

(2) the institutional and financial services development
sector.

QCBisworking with financial sector regulators and Qatar
Development Bank to implement the second financial sector
regulation strategy 2017-2022. The strategic objectives of
the financial sector for the five years (2017-2022) have been
identified, as well as their priorities and projects, in order to
achieve the desired results and support the future vision of
the financial sector. The framework of the financial sector
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strategy ensures cooperation and coordination between
the various components of the regulatory authorities in the
financial sector. The implementation of the strategic plan is
monitored periodically in coordination with the supervisory
authorities, and the achievements and developments in the
periodic reports issued hy the three supervisory authorities
are also updated.

The financial sector strategy consists of five main
objectives that are concerned with supporting and
strengthening the supervisory and control issues,
developing financial markets, and encouraging financial
innovation, which enhances confidence in the financial
sector, along with an interest in developing human capital.
Taking into account the global developments, the strategy
presented a new strategic goal that addresses issues of
inclusion and financial education.

In the following below is a review of the most important
achievements in 2019:

The First Strategic Goal: To Strengthen
Supervision of the Financial Sector and
Regulatory Cooperation

Within the framework of supporting the financial and
banking policies that balance between developing the
financial system on one side and achieving stability on the
other hand in meeting our goals, this goal is designed to
achieve the compatibility of the supervisory and control
environment in the financial sector in the State of Qatar
with the global practices in a manner that enhances the
protection of the financial stability and sustainable growth,
which in turn, contributes to achieving the goals of the
economic pillar of the vision of Qatar 2030.

In keeping with the international legislation and
practices, QCB submitted in 2019 a package of bills that
encourage the private sector and provide a stimulating
environment for growth. Among the most prominent
achievements in this regard were the enactment of the
Anti-Money Laundering and Terrorist Financing Law No.
20 of 2019, and the issuance of executive regulations
by the QCB, which facilitates the process of exchanging
relevant financial information between the State of Qatar
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and its counterparts and ensures protection of the financial
system in the state from any illegal operations related to
money laundering. An agreement was also signed between
the Qatar Financial Information Unit and the financial
sector regulators to develop a mechanism to enhance
cooperation, as part of efforts to combat money laundering
and terrorist financing. It is worth noting that the State of
Qatar occupied an advanced rank in the Basel index for
combating money laundering. In light of the development
of regulatory systems for the financial sector based on
international standards, the precautionary requirements,
both total and partial, were prepared and applied.

According to Article No. (6) Of Law No. 13 of 2012, QCB
cooperates and coordinates with the Ministry of Finance,
the Ministries, and the concerned government agencies
to achieve the general economic and development policy
goals of the state in a manner that does not conflict with its
main objectives. The strategy strengthens the framework
for cooperation with the Ministry of Finance on policies
that require close coordination between them. Where
bonds, Sukuk and Treasury bills are issued, and besides
that, the secondary markets are developed in cooperation
with the Qatar Financial Markets Authority by listing these
issues on the Qatar Stock Exchange.

The Second Strategic Objective: Developing
Financial Markets and Promoting Financial
Innovation

The strategy aims to maintain the resilience of the
financial institutions and markets and to maintain an
element of innovation and keep pace with global trends
in support of environmental conservation initiatives and
policies. Within the framework of the second strategic
objective that focuses on developing financial markets
and promoting financial innovation, efforts are made to
strengthen the technological base on which the financial
sector is based. In turn, the bank supports the creation
of a sector for services, business, markets, and financial
activities that is based on the rules of governance and is
stable and competitive. This goal contributes to achieving
the economic pillar as it corresponds to the objectives of
the environmental pillar in Qatar Vision 2030.
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One of the most important achievements in 2019 is
the implementation of a stock splitting process that was
applied on the Qatar Stock Exchange as this decision
was implemented during the period from June to July
2019, and among other things, increased the number
of tradable shares and reduced share prices, along with
improving equity liquidity and expand the ownership base.
In addition to listing several companies during the year, the
total number of companies listed on the stock exchange
reached 47 companies with a total market capitalization of
QR 583 billion, equivalent to 87.3% of the nominal GDP for
2019. As for government bonds, the issue of outstanding
bonds (including sukuk) amounted to about QR 130 hillion,
equivalent to 19.4% of the nominal GDP for 2019.

The payment and settlement systems are essential to
economy as they are used to facilitate payments processing,
salary transfers and other commercial purposes. The high
demand for digital services and products and competition
in the ICT sector has led to widespread growth in payments
and financial technology in the world in general and the
MENA region in particular. In response to the requirements
of new technology and the increase in the volume of trade
and electronic services that require greater flexibility than
ever before, QCB is constantly updating the payment and
settlement systems - which are considered the centre
of payments infrastructure - and comparing it with the
international best practices. According to the International
Monetary Fund, Qatar has made great progress in this area,
which reflects the major investments in the field supporting
the financial Internet services.

On the part of supporting the goals of diversification
and financial innovation in the State of Qatar, making
efforts to promote financial innovation, as the bank works
to facilitate and encourage innovation in the field of service,
business and financial activities industries. The design of
the Fintech Financial Technology Strategy has also been
accomplished, which aims to create an environment that
supports the development of the financial and business
innovation, including small and medium-sized companies,
in addition to facilitating comfortable and efficient financial
transactions, and it is planned to start implementing the
strategy during the year 2020.
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To support the readiness of the infrastructure for
financial technology activities, Sandbox technology has
been completed and is considered one of the protection
mechanisms that isolate programs to stop their disruptive
effects. In this regard, the IMF indicated in the report of
the Article IV Consultations for the State of Qatar for the
year 2019 that financial technology can help the country
to increase financial inclusion and increase lending to
small and medium enterprises. The fund supported QCB's
approach to the initial testing of financial technology
through the sandbox environment and cooperation with the
international regulators.

In general, the risks of other (non-financial) crises facing
central banks may affect the achievement of the monetary
and financial stability goals, such as the physical risks of
environmental disasters or health pandemics that may
lead to economic and financial losses - for example, they
can affect insurance companies through Higher claims.
Financial risks also arise in the stages of transition to low
carbon economies, such as changing some policy, such as
increasing energy efficiency standards or growing demand
for renewable energy and relying on environmentally
friendly technology. In view of this mix of direct physical
risks and the expected global transformation risks, the
three supervisory authorities have allocated a number
of projects in the field of encouraging sustainable
investment and green financing and setting incentives for
financial companies and industry companies to support
green financing by intensifying cooperation with Qatar
Development Bank in this field. In support of this directive,
a number of Qatari banks and banks operating in Qatar
have launched a number of initiatives that support green
banking and support the integration of environmentally
friendly technology into its operations and services
provided to clients.

All the aforementioned will support the realization of
the QCB's vision to prepare for and move into a new era of
financial services in the country.
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The Third Strategic Goal: Maintaining the
Integrity and Trust in the Financial System

QCB works to enhance public confidence in the state
as a leading centre for services, business, markets and
financial activities, by enhancing the financial stahility
and supporting its competitor and market governance
alongside consumer and investor protection, and achieving
this stability is only complete by ensuring the strengthening
and proactive protection of the financial information
infrastructure. The Third Strategic Objective focuses on
maintaining the integrity and confidence of the financial
system, and achieving this goal will support the economic
pillar of Qatar's National Vision 2030. In line with its focus
on expanding the provision of credit information, the Qatar
Credit Bureau has improved its credit coverage, which has
increased the depth of credit information to 8 (the highest
degree possible), according to the Doing Business 2020
report.

In November 2019, the Qatar Credit Bureau was
accredited by the Global Legal Entity Identification
Corporation (GLEIF) as a local operating unit that issues
identifiers of legal entities to companies and institutions
conducting financial transactions worldwide. This is
expected to increase the transparency of the financial
sector by allowing each entity to be identified in the
financial markets, with a view to improving corporate
risk management and better assessing partial and macro
hedging risks. The QCB is also keen to put in place systems
and procedures to protect consumers of financial services
and products, and the tools for preparing the international
financial reports have been approved among the regulatory
authorities.

In general, the electronic risks represent a challenge
to the financial sector at the global level due to potential
systemic risks and interaction with other risks, and
operational flexibility refers to the ability of institutions
and the financial system as a whole to prevent or reduce
the occurrence of the operational disturbances, adaptation,
response, and recovery and benefit from them. In the
framewaork of cyber security for the financial and banking
sector in the state of Qatar, the QCB is taking appropriate
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measures to reduce the commission of crimes related to
services, businesses and financial activities, where an
information security strategy has been developed, which
will reduce the systemic effects of operational risks, and a
strategy that enhances confidence in the financial system
and the defence ability to stabilize the country's financial
environment. QCB works closely with all components
of the financial and banking sector to ensure enhanced
precautionary awareness and measures to ensure cyber
security and proactive response to cyber-attacks in the
financial sector.

As part of the international efforts to promote and
develop the financial services sector in cooperation with the
leading countries in the field, the bank organized the "Qatar
Day" event in the United Kingdom in cooperation with the
British Ministry of International Trade and the Municipality
of London in partnership with the City of London Foundation
in 2019, to show and discuss developments in the field of
financial technology, investment opportunities, cooperation
and transfer of expertise between the two countries, a
number of international financial technology companies and
supervisory bodies participated in the event. This reflects
the bilateral cooperation between the two countries in the
field of enhancing cybersecurity, and achieving the goals
mentioned in the memorandum of understanding that was
signed between the two countries in 2018.

Box (1): Key strategic projects in the Financial
Sector Regulation Strategy (2017-2022)

In light of the strategic goals and keeping pace with
the latest global strategic directions, the bank works
in cooperation with the supervisory authorities on the
financial sector and Qatar Development Bank to develop the
financial and banking sector in the State of Qatar, through
achieving three main axes represented in the supervision
and control of the financial technology, the contribution
of the small and medium financial technology companies
in economics, in addition to achieving cyber security.
Therefore, the second financial sector strategy framework
(2017-2022) adopted three pivotal and important strategies
not only at the national level but also at the global level,
namely:
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e Financial Technology Strategy
e Cyber security strategy
e Financial inclusion strategy

The financial technology is an innovative way to
achieve financial inclusion, the broader goal of inclusive
growth as well as improving the speed and efficiency
of financial services. The financial technology has the
potential to promote financial inclusion and inclusion,
as the financial technology strategy aims to create a
sophisticated environment for the financial environment in
the State of Qatar to support the development of financial
innovation and business, including small and medium-
sized companies, and the speed and ease of financial
transactions. In parallel, the strategy of financial inclusion
and education aims to increase financial awareness of
the possibility of promoting integration and financial
inclusion, as the financial technology strategy aims to
create an advanced environment for the financial structure
in the State of Qatar in order to support the development
of the financial innovation and business, including small
companies, and thus a balance is achieved between
innovation and development and contain risks and address
them to enhance investor and consumer confidence in the
financial and banking sector.

Fourth Strategic Objective: Promote Financial
Inclusion and Financial Education

Promoting financial inclusion and the spread of culture
and financial education lie at the heart of the fourth
strategic goal. Financial Inclusion has gained a lot of
momentum at the global level in recent years due to its
role in promoting sustainable growth. This is achieved
through measures that allow access to finance and the
promotion of financial education, which strikes a balance
between the supply and demand factors. Besides linking
the development of banking services to the awareness
of customers and protecting them by expanding and
deepening access to finance and its use, this will seek to
create job opportunities and protect the financial stability.
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As achieving this goal combines economic and social
impact, and therefore supports the goals of the economic
and social pillars of Qatar's National Vision 2030. One of
the most important projects within the framework of this
goal is to develop a Strategy for Inclusion and Financial
Education in the State of Qatar in cooperation with the
relevant authorities, agencies, and ministries in the
country. One of the most important achievements aimed
at supporting the financial inclusion in 2019 is to establish
a reference pricing mechanism within the financial sector,
and to encourage the financial institutions to provide
financial products and services. The QCB also facilitates
electronic transactions to ensure fast and safe services.

Fifth Strategic Objective: To Develop Human
Capital

The Development of Human Capital represents the fifth
goal of the strategy, which reflects the commitment of the
QCB and the Supervisory Authorities of the Financial Sector
in the country to build, develop and prepare human capital
systematically, which directly contributes to achieving
the human development goals in the Qatar National
Vision 2030. The major initiatives under this goal include
supporting Qatarization initiatives in the financial sector,
encouraging financial education programs, acquiring
professional certificates, and providing e-learning within
the training and program plans. The three supervisory bodies
work closely to achieve the goals of developing human
capital in the financial sector and upgrading the ambition
of high levels of human potential and what contributes to
preparing national financial and banking leaderships that
seek to develop the country as an important regional player
in the financial field.

As part of the QCB's inherent vision of the senior
leadership to improve human capital, QCB signed a
donation agreement for the UK's King's College to create
the Qatar Centre for Global Banking and Financial Services
within the College’s Business Academy (QCGBF) in 2019,
where the centre will seek to conduct advanced research in
addition to developing education and training in the field of
banking and finance, and to help in building the capabilities
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of national cadres working in the QCB and the financial
sector in the State of Qatar. In light of its proactive vision,
the QCB, in cooperation with the Ministry of Education and
Higher Education, established specialized banking schools
for the secondary stage for boys and girls in 2011, working
to prepare young cadres of Qataris to engage in the
financial sector for future work, and the state witnessed
the graduation of a number of patches so far.

Within the framewaork of the implementation plan of the
Second Strategic Plan for the Financial Sector Regulation
(2017-2022), governance mechanisms have been designed
and made clear across all the three regulators, also several
projects were defined under each strategic goal. Through
setting clear responsibilities and clear-cut action plans,
these projects are currently being implemented by the
three regulators and QDB. Additionally, the defined projects
were assigned to the designated sectors/departments
along with identifying clear responsibilities for the working
teams. As such, SSP's (Second Strategic Plan) projects are
being implemented through close coordination between
all regulators through clear mechanisms, committees and
joint working groups. A strategy has also been developed to
follow up on regular basis and monitor the implementation
process and the progress made across all regulators
and QDB, which is being managed by a designated task
force. A comprehensive report supported by quantitative
and qualitative indicators is being prepared on quarterly
basis and presented to the Financial Stability and Risk
Control Committee. Additionally, in order to ensure quality
implementation, several workshops have been arranged
and delivered internally with an aim to enhance the
working groups’ capabilities, in addition to brainstorming
sessions to address the operational challenges.

QCB continues to work closely with the local regulators
towards achieving the strategic goals of the SSP, and will
continue to pursue its approach to focus on and address
emerging developments and challenges. Overall, QCB is
on the right track to meet its targeted strategic priorities
provided for in QCB Law No. (13) of 2012, and the Second
Strategic Plan for the Financial Sector Regulation (2017-
2022), and in its designated projects under the National
Development Strategy.
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Policy Developments

The State of Qatar continued the process of economic
diversification in 2019 in line with the Qatar National
Vision 2030. Decisive political reforms have been made
to enhance the role of the private sector in the process of
economic growth. An investment promotion agency has
been established to encourage foreign investment in Qatar.
In this direction, a new foreign direct investment law was
issued in 2019, which allowed foreign direct investment
in many sectors in the Qatari economy. Consequently, the
State of Qatar continued to improve its rankings in the
global competitiveness index, and thus this was reflected
in higher productivity and efficiency gains due to informed
policy efforts.

Despite the downward trend in global oil prices,
the strategy of diversification of the economy and the
implementation of the macroeconomic framework
continued, with the aim of achieving the goals of the Qatar
National Vision 2030, and the continuation of financial
reforms by setting spending priorities and focusing on
improving efficiency that enabled the State of Qatar to
maintain a current account surplus. Though it was less
than the previous year. The State budget also recorded a
surplus, despite continued spending on infrastructure and
spending linked to the World Cup 2022.

The economic activity contracted in 2019 due to a
combination of factors including a slowdown in the global
trade and net external demand due to trade tensions
between the United States and China. As a result, despite
the supply cuts by the OPEC + group, the slowdown in the
global oil demand kept oil price movements under control.
In terms of local factors, the non-hydrocarbon sector
growth slowed due to the declining construction sector
after the completion of several mega projects related to
the World Cup 2022.

Consequently, the overall real GDP during 2019
decreased slightly by 0.3%. The nominal GDP decreased by
4.2% in 2019 as oil prices fell. The contraction in the GDP
was mainly driven by the hydrocarbon sector, although the
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non-hydrocarbon sector also slowed. The slowdown in the
growth of the non-hydrocarbon sector was driven primarily
by construction, manufacturing, and wholesale and retail
trade. On the other hand, many services sectors recorded
growth such as finance, insurance, public administration,
and transport and warehousing activities.

The deflation continued mainly throughout 2019 due
to many external and domestic factors. The local factors
behind the downturn were the lease, transportation, and
leisure and cultural activities group, and the external
factors that contributed to the domestic price drop included
strengthening the US Dollar against other major currencies
and lowering global commodity prices, among other things.
As the consumer price index decreased in 2019 by 0.6%, in
contrast to the increase of 0.3% during 2018.

The objectives of Qatar Central Bank (QCB) during 2019
continued to maintain the exchange rate pegged to the U.S.
Dollar to ensure the monetary and financial stability. QCB
provided liquidity support to the banking sector, through its
various tools, to support credit growth. As the QCB started
its monetary easing cycle since August 2019, after the
US Federal Reserve session. As a result, the bank deposit
and lending rates across all maturities were declining to
stimulate aggregate demand in the economy.

The local liquidity conditions during 2019 were affected
by three factors. They are: (1) Foreign Exchange flows.
(2) Government spending; and (3) Growth in Deposits
and Credit. Capital flows played an important role in the
development of liquidity conditions during 2019. The high
level of average global energy prices for the greater part of
2019 also helped to maintain the Current Account surplus.
These factors have helped in accumulating large foreign
exchange reserves from QCB. The private Sector deposits
also grew from the previous year, despite their moderation.
On the other hand, the Non-Resident Deposits continued
to grow significantly as in the previous year. Consequently,
total deposits increased during 2019, in contrast to the
decrease observed during 2018.

Accordingly, QCB undertook the liquidity management
operations proactively to ensure comfortable liquidity
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of the banking system while directing interest rates to
the required level to facilitate adequate flow of credit to
the productive sectors. Moreover, with the enhancement
of financial stability as one of its most important
objectives, QCB has taken additional steps to enhance the
implementation of Basel Ill framework and various macro
prudential policies.

atar Central Bank also continued to monitor the
global developments, including low interest rates in the
United States (which QR is linked to its currency), and
its need to strengthen its capabilities to cope with the
negative impacts being transmitted to the local economy.
Accordingly, QCB changed its position on the Monetary
Policy, and the followings are the most important measures
main monetary policy taken during the year:

1. After the US Federal Reserve decided to cut the target
federal interest rate three times, taking into account
local macroeconomic conditions, QCB reduced the
deposit interest rates on the Qatari Money Market and
Repo repurchase rates twice during 2019, while the
Lending Interest Rate on operations was reduced Qatar
Money Market three times during 2019.

2. Accordingly, the deposit interest rate (QMRDR) was
reduced by 25 basis points in both September and
October to the level of 2.0%.

3. The lending interest rate QMRLR was reduced by 25
basis points in both August, September and October to
the level of 4.25%.

4. Repurchase Interest Rate "Repo” was reduced by 25
basis points in both September and October to the level
of 2.0%.

5. The Required Reserve Rate (RR) was remained at the
same level of 4.5% since April 2017.
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Main Economic Indicators

QR Million  gpas JUjyglo
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Population (Estimated Mid -Year)
Production & Prices

GDP

Growth Rate (%)

Real GDP Growth Rate (%)

Mining and Quarrying Activities Share
(%)

Growth Rate (%)

Real Growth Rate (%)

Non Mining and Quarrying Activities
Share (%)

Growth Rate (%)

Real Growth Rate (%)
GDP Per Capita (QR Thousand)

CPI- Inflation (%)

Public Finance

Total Revenues

Total Expenditures

Deficit or Surplus

Deficit or Surplus / GDP(%)
Balance of Payments
Trade Balance

Exports (FOB)

Imports (FOB)

Current Account (CA)
CA/GDP (%)

Capital & Financial Account

Overall Balance

* Revised Estimates
** Preliminary Estimates.

2,617,634

554,925
-74
2.2

30.3

203

69.7

5.1
56

211.0

2.7

170,856
221,685
-50,829

8.2

92,364
208,604
-116,240

-30,101

-5.4

13,840

-20,510

2,579,840 2,760,170
607,623 696,558
913 14.6
1.6 1.5
32.3 36.9
16.5 311
-0.7 -0.3
67.7 63.1
6.5 6.8
3.8 3.2
223.0 2532
0.42 0.3
163,272 207,915
203,265 192,835
-39,993 15,080
-6.6 22
133,707 185,572
245,694 306,810
-111,987 -121,238
23,389 60,614
3.8 8.7
-92,648 1,035
-65,071 57,734

2,799,202

667,817
-4.2
-0.2

341

-11.6

66.0

0.2

238.6

-0.7

214,749
208,418
6,331

0.95

151,355
265,483
114,128

15,394

2.3

21,726
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Main Financial Indicators

QR Million  ¢pind Juyj (Jgalo
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The Banking System
Money Supply (M1)
Growth Rate (%)
Money Supply (M2)
Growth Rate (%)
Foreign Assets (Net)
Domestic Assets (Net)
Money Supply (M3)
Growth Rate (%)
Qatar Central Bank
Reserve Money (MO)
Foreign Assets (Net)
Foreign Assets
Foreign Liabilities
QCB Rate (%)

Deposits

Loan
Repo Rate (%)
Required Reserve Ratio
Commercial Banks
Total Deposits
Private Deposits
Total Domestic Credit
Private Sector Credit
Foreign Assets (Net)
Foreign Assets
Foreign Liabilities

Capital Accounts

128,349 123,088 119,076
1.1 -4.1 =33
497548 603,332 564,008
-4.6 21.3 -6.5
-59,356 -74,438 -89,310
556,904 677,770 653,318
556,915 697,812 653,181
-4.6 253 -6.4
54,988 62,771 82,866
114,261 52,998 109,602
115,523 54,315 110,898
1,262 1,317 1,297
1.00 1.50 2.50
475 5.00 5.00
2.25 2.50 2.50
475 4.50 4.50
543,656 685909 641,266
357,736 370,512 359,261
743,941 820,556 859,900
450,065 478,995 541,225
-173,617  -127436  -198,912
273,202 234,442 239,086
446,819 361,878 437,998
135141 146,716 145,500

124,703
47
578,004

25

-154,952

732,956
652,876

0.0

72,057
143,410
144,704

1,295

2.00
4.25
2.00

4.50

640,927
367,847
964,192

646,708

-298,362

240,144
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Qatar Economic Outlook

During 2019, Qatar continued to pursue the policy of
economic diversification process for achieving goals of
Qatar National Vision- 2030. The government undertook
various critical policy reforms to enhance the role of
private sector in the overall economic growth process.
However, the global economic downturn had an adverse
impact on the global energy prices and its exports from
Qatar. As per the preliminary estimates, the economy
had suffered a marginal contraction in 2019 in real terms.
The hydrocarbon sector, in particular, recorded a marked
contraction because of the softening demand for oil & gas
exports and the decline in prices. Consequently, the GDP at
current prices decreased by a bigger margin of 4.1%. At the
same time, non-hydrocarbon sector decelerated, driven by
slowdown in the construction and manufacturing sectors
due to the sector specific issues.

The economic outlook for 2020 appears to be quite
challenging due to the outbreak of Covid-19. As per the
IMF estimates, the global economy is expected to contract
in 2020, driven by broad-based contraction in advanced
and emerging market economies. At the same time, the
IMF noted that the output loss associated with this health
emergency and related containment measures are likely to
be larger than the losses that triggered during the global
financial crisis in 2008.

As for the GCC region, the IMF estimates show a
downturn in the region during 2020, driven by a combined
impact of Covid-19 and lower level of oil prices.

In order to deal with Covid-19, Qatar has put an
unprecedented policy response in place to deal with the
partial economic lockdown, which would reduce the amount
of stress that emanates from the Covid-19 outbreak. The
government of Qatar rolled out a stimulus plan worth QR
75 billion to help the private sector to cover the losses
generated by the lockdown of the economic activity. QCB
reduced lending rates by 1.75% in March-2020 to support
aggregate demand in the economy. Banks were instructed
to postpone loan instalments for a period of six months
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to help private sector and small and medium industries.
Furthermore, liquidity support was given to banks through
repurchase window (Repo) at zero cost to deal with the
stress on account of postponement of loan repayments
and other waivers given during the Covid-19 outbreak. The
economic package will facilitate private sector entities to
manage their cash flows, maintain their payrolls during the
lockdown period and prevent layoffs to the extent possible.

Notwithstandingthe containmentmeasuresundertaken,
as per the available estimates, Qatar's economy is likely to
suffer some amount of contraction during 2020. With large
downside risks, the economic outlook remains challenging
as the economy have witnessed the dual shock of collapse
in oil prices and the outbreak of Covid-19. However, given
the low fiscal break-even of oil prices for the state of Qatar,
the economy would be able to withstand much of the
adverse impact. At the same time, the lowest mortality rate
in the GCC region augurs well for the economic recovery in
the second half of 2020.

During 2019, the construction sector recorded a decline
in growth as many projects related to FIFA-2022 were
completed and many others reached the advanced level.
However, after this structural shift witnessed in 2019, the
construction sector would likely maintain a stable growth,
albeit, at a slower pace from 2020 onwards.

The CPI recorded deflation during the larger part of
2019, as many sub-components exhibited downward
price. momentum due to the weak demand conditions.
The predominant drivers of deflation were rent, recreation
& culture, transport, and communication. Given this
backdrop, inflation outlook during 2020 remains negative,
as persistently the weak demand conditions may lead
to further downward movements in prices. The global
commodity prices are likely to ease substantially as the
global economy would remaininrecession, led by the global
health crisis and lockdown measures. On the upside, there
are some risks to inflation, which could arise due to supply-
chain issues and restrictions on airports and seaports.
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In the medium-term, the growth outlook for Qatar
remains positive. Various policy reforms undertaken
towards the economic diversification are likely to support
a reasonably quick economic recovery. Going forward,
the growth in other sectors such as the financial sector
and other services activities would partially offset
the slowdown in the construction sector. Overall, the
infrastructure development and expenditure on education
and health sector will help in realising the goals of Qatar
National Vision, 2030.
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