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Foreword by HE the Governor

Qatar Central Bank is pleased to issue its Forty-Four annual
report, which briefly discusses the most important economic
and financial developments in Qatar economy during 2020.
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.

The Qatari economy contracted during 2020 due to global
emergence and spread of Covid-19. Global demand for energy
slumped and average energy prices fell, while economic
lockdown adversely affected the non-oil sector. Thus, Real
GDP in 2020 declined by 3.7%.

On the fiscal front, there was a significant deterioration
in the budget balance due to fall revenue following decline
in demand and prices of energy. Thus, despite expenditure
curtailment, a budget deficit of QR 11.3 billion was recorded
during 2020. Also, the current account balance deteriorated
as merchandised trade surplus shrank significantly. Thus,
there was a current account deficit of QR 13.2 hillion (2.5%
of GDP) during 2020.

As for the monetary aspect, the QCB monetary framework
continued to peg the exchange rate of the Qatari riyal to the
US dollar to ensure monetary and financial stability. During
2020, the QCB cut interest rates twice during the month
of March after the US Federal Reserve provided monetary
stimulus to contain the negative economic effects of the
epidemic. In addition, the QCB has worked to ensure that
there is sufficient primary liquidity in the banking system
so that credit flows at a healthy pace. The QCB set aside
a special zero interest repurchase window in March and
extended these facilities twice during the year. As a result,
the primary liquidity and monetary base remained amazingly
comfortable.
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The second part of the report describes the developments
in 2020 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 stahility
in the State.

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 to HE the Prime Minister and the Minister of Interior,
Sheikh Khalid bin Khalifa bin Abdulaziz Al Thani. 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 contracted during 2020 due to global
emergence and spread of Covid-19. Global demand for energy
slumped and average energy prices fell, while economic
lockdown adversely affected the non-oil sector. Thus,
nominal GDP in 2020 declined by 16.7% over the decline of
4.5% during 2019. Real GDP also contracted by 3.7% during
2020 as against a mild growth of 0.8% during 2019.

Both the oil and non-oil sector contracted during 2020,
with the latter contracting more than the former. This
contraction in non-oil sector was led by components such
as ‘Construction”, “Manufacturing”, "Wholesale and Retail
Trade” and Transport & Storage”. However, the contraction
eased in each of the succeeding quarters following gradual
easing of economic lockdown.

Deflationary situation of CPl deepened further to an
average of -2.6% during 2020 due to domestic economic
lockdown and fall in energy prices, among others. The major
drivers of deflation were “Clothing & Footwear,” “Housing,
Water, Electricity & Gas,” “Transport,” “Communication,” and
“Recreation & Culture”. However, deflation began to ease
towards the later part of 2020.

On the fiscal front, there was a significant deterioration
in the budget balance due to fall revenue following decline
in demand and prices of energy. Thus, despite expenditure
curtailment, a budget deficit of QR 11.3 billion was recorded
during 2020, as against a budget surplus of QR 6.3 hillion
during 2019.

For similar the current account balance
also deteriorated as merchandised trade surplus shrank
significantly. Thus, there was a current account deficit of QR
13.2 billion (2.5% of GDP) during 2020, as against a surplus of
QR 15.5 billion (2.4% of GDP) recorded during 2019.

reasons,

Net capital inflows, however, remained strong. Thus,
despite the current account deficit, there was an overall
balance of payment surplus during 2020. As a result, QCB
further accumulated foreign exchange reserves during the
year.
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Liquidity conditions in terms of primary liquidity in the
banking system increased sharply during 2020, reflecting
deliberate steps taken ta inject liquidity. After the policy rates
cuts and introduction of special repo in March, the primary
liquidity rose significantly and remained at an elevated level
throughout 2020. Moreover, systemic liquidity was injected
through T-bonds. While T-bills operation during 2020 was
liquidity neutral as fresh issuances matched the matured
amounts, there were large-scale injections of durable
liquidity through T-bonds (including Sukuks) as there were no
fresh issuances while a large amount matured.

Monetary and liquidity conditions remained aligned
with the concerted attempt to keep them easy given the
developments in the domestic economy and the external
environment under the pandemic. Thus, reserve money
increased sharply during 2020, primarily driven by increase
in net domestic assets, though accumulation of net foreign
assets also contributed.

The overall domestic liquidity as represented by broad
money supply (M2), however, increased only moderately
during 2020. Because, quasi money was almost stagnant
due to contraction in the QR time deposits offsetting the
increase in deposits in foreign currencies. Private sector
deposits, however, continued to increase during 2020, with
non-resident deposits as the main driving force.

Bank credit to public sector increased significantly and
grew in double digits, partly a reflection of decline in revenue
tofinance expenditure. Bank credit to private sector increased
but at a decelerated pace, led by “Services, “General Trade”
and “Consumption”.

Following the rate cuts by the US Federal Reserve in
response to outbreak of the pandemic and need of the
domestic macroeconomic conditions, QCB cut all its policy
rates twice in March 2020. While maintaining the currency
peg remained the main aim of these monetary policy actions,
QCB also introduced a special repo at zero rate to ensure
adequate flow of credit to productive and vulnerable sectors
from the pandemic.
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With regard to operations on regulations, financial
stability and currency and credit system, QCB took several
measures during 2020, which, among others, included:

Issued guidelines/instructions to banks on opening of
accounts for companies under incorporation that obtained
initial approval from the QOasis's Board of Directors, on
conditions and control for banking services that banks can
provide to companies licensed by the Qatar Free Zones
Authority, on the postponement of paying loan installments
by private sectors on account of the pandemic and on allowing
banks to issue financial instruments that qualify for listing in
the first tranche of capital base to be offered in international
markets. Established a work mechanism to govern banks
"dealings with money exchange outlets for effective control
and circular issued for strengthening the governance of
insurance companies. Updated the money laundering and
terrorism financing instructions. Qatar Credit Bureau issued
a new product “Dishonor Cheque Report” to monitor and
reduce bounced cheques. Several initiatives such as daily
monitoring of banks’ funded liahbilities and weekly analysis of
asset-liability mismatched were taken up to monitor the risk
and vulnerabilities of the financial system.

Fresh currencies were introduced and issued in December,
leading to significant growth in the value of currency. On
payment and settlement systems, with sharp increase in
demand for electronic payment due to the pandemic, QCB
launched a new retail payment system, “Qatar Mobile
Payment System” (QMP) in April 2020 to provide instant
clearing and 24 hours settlement of payments and money
transfers. And to increase financial inclusion, banks were
advised to provide bank accounts to domestic workers
without minimum balance requirements.

Last year, QCB commissioned a new independent
centralized information security department. The department
in 2020 published the Information Security Standard
Framework that includes all the security controls and best
practices. A dedicated cyber security regulation for Fintech
developed is undergoing a final review.
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Gross Domestic Product

Introduction

As a part of global phenomenon due to the emergence
and spread of coronavirus (Covid-19), the domestic economy
showed a decline in performance and contracted in 2020.
Annual nominal GDP decreased by 16.7% in 2020 over the
decrease by 4.1% in 2019. Similarly, real GDP contracted by
3.7% in 2020, as against a growth of 0.8% in the previous
year. As the economic effects of the Covid-19 became more
visible from Q2-2020, the annual contraction was confined
to the last three quarters. However, the contraction eased
in each of the succeeding quarters of 2020 due to gradual
easing of the lockdown which reduced the deceleration
in the economic growth. Expectedly, along with the
contraction in real GDP other economic indicators such
as fiscal position and current account balance worsened
during 2020, which will be discussed in chapter in 4 and
5 in this report, respectively. The contraction in nominal
GDP was mainly driven by oil and gas sector due to sharp
reduction in energy prices following a plunge in global
demand for energy. Non-oil sector also contracted due to
direct spillover from oil and gas sector to non-oil sector,
and economic lockdown leading to significant slump in
major components such as construction, transportation and
storage and entertainment. Though two big components
of non-oil sector viz., the financial activities and real estate
activities, were also impacted negatively during the first
half 2020, they, however, recovered from Q3-2020 (Table
1-1).

Table (1-1)
GDP Development
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Economic Activity Nominal GDP
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Real GDP
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0il & Gas 229,803 152,889
Relative Share 359 28.7
Growth Rate -11.7 -33.5
Non-0il Sectors 410,246 380,010
Relative Share 64.1 713
Growth Rate 0.8 7.4
Grand Total 640,049 532,898
Growth rate -4.1 -16.7

* Adjusted data.
** Preliminary data.

Source: Planning and Statistics Authority
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Gross Domestic Product
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Primarily due to the fall in global crude oil prices, as
mentioned above, nominal GDP decreased by 16.7% in
2020. The sharp contraction in oil and gas sector nominal
GDP began from 02-2020, in tandem with the fall in global
crude oil prices. The contraction in oil and gas sector
nominal GDP was by 33.5% in 2020, almost three times
the contraction by 11.7% in 2019. The contraction in non-
oil sector nominal GDP was much lower at 7.4% in 2020,
as against a growth of 0.8% in 2019.

Nominal GDP declined to QR 532.9 billion in 2020 from
QR 640 billion in the previous year. Reflecting the sharper
contraction in oil and gas sector nominal GDP than in the
non-oil sector nominal GDP during 2020, the share of oil
and gas sector nominal GDP in total nominal GDP declined
to 28.7% in 2020 from 35.9% in 2019. Conversely, the
share of non-oil sector nominal GDP increased to 71.3%
in 2020 from 64.1% in 2019. However, with recovery in
the average global crude oil prices in the second half of
2020, the decline in nominal GDP eased and the share of oil
sector improved from that of 02-2020 (Table 1-2).
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Table (1-2) (M- a8 Jgan

Nominal GDP Development ol Lyl el @il g
QR Million kg}bé JUy ¢jgulo = = -

Economic Activity 2017 2020** Sl dolasdt
0il & Gas 199,405 260,198 229,803 152,889 Sty sty
Relative Share 34.0 39.0 359 28.7 Aol Aandl
Growth rate 216 305 1.7 -335 el s
Non-Q0il Sectors 386,996 407,142 410,246 380,010 Adadil) & Silellaaly
Relative Share 66.0 61.0 64.1 713 Al dandl
Growth Rate 0.3 5.2 0.8 7.4 sl Joine
Grand Total 586,401 667,339 640,049 532,898 platl ¢ gomdl
Growth Rate 6.2 13.8 -4.1 -16.7 el e
* Adjusted data. Ao alily *
** Preliminary data. LA bl **
Source: Planning and Statistics Authority e Yy anasn e iat
Chart (1-2) (r-1 J4aa
Nominal GDP Gowll Jloall slaoll @il
800
< 600
2
& 400
3
200
0
2017 2018 2019 2020
B Mining B Non-Mining

23 Forty Fourth Annual Report 2020 T ygeyVl g Il ggudl ppaill



Gross Domestic Product

Real GDP (at 2018 Prices)

Real GDP contracted significantly by 3.7% in 2020, as
against a growth of 0.8% recorded in the previous year. Ol
sector real GDP contracted by 2.1% in 2020 due to Covid-19
and its negative impact on global demand and prices of
energy. Similarly, non-oil sector real GDP contracted
by 4.6% in 2020, largely driven by contraction in major
components such as “Construction”, “Manufacturing”,
“Wholesale & Retail Trade” and “Transport & Storage”.

In terms of share in real GDP. the share of oil and gas
sector real GDP marginally increased to 38.6% in 2020
from 38.0% in 2019, while the share of non-oil sector
real GDP decreased to 61.4% in 2020 from 62.0% in 2019
(Table 1-3).

During 2020, the negative growth during each of the
last three quarters of 2020 eased steadily as lockdown
measures were gradually lifted and helped by the
monetary, fiscal and macro-financial stimulus responses
from the government and QCB. Nonetheless, the real
GDP contracted as against a mild growth recorded in the
previous year.

Table (1-3)
Development of Real GDP (at 2018 prices)

Wlanyl gsall @il
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lesae Yo ¥+ ale 378, Buay laaill yud glLaGL a sl
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Growth Rate -15 12

* Adjusted data.
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Chart (1-3)
Real GDP
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GDP at Current Prices by
Expenditure Items

The expenditure side GDP in 2020 showed a sharp
contraction in net external demand, investment activity and
household consumption, while government consumption
increased, although at a moderated pace from 2019.

The total consumption expenditure decreased by
4.3% in 2020, as decline in household final consumption
overwhelmedthe increase ingovernment final consumption.
Gross capital formation (investment) decreased by 17.0%
in 2020 due to large scale cutback in expenditure on major
projects following sharp fall in government revenue as
will be described in chapter four. Therefore, the share of
investment in GDP moderated marginally only to about
42.4% in 2020 from 42.6% in 2019.

The net exports decreased by as much as 53.0% in
2020 due to sharp fall in both volume and price of exports
completely overshadowing the decline in imports. As a
result, the share of net exports in GDP decreased markedly
10 8.1% in 2020 from 14.4% in 2019 (Table 1-4).
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Gross Domestic Product

Table (1-4)

Nominal GDP by Expenditure Items

Expenditure ltems

Total Consumption Expenditure
Relative Share

Growth Rate

Household Consumption
Expenditure

Relative Share

Growth Rate

Final Government Consumption
Expenditure

Relative Share

Growth Rate

Total Capital Formation

Relative Share

Growth Rate

Net Exports (Goods & Services)
Relative Share

Growth Rate

GDP

Growth Rate

* Adjusted data.
** Preliminary data.

Source: Planning and Statistics Authority
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Inflation

Global Commodity Prices

During 2020, global commodity price movements were
driven by the severe contraction in global economic activity
due to Covid-19 pandemic, which had become a global
health crisis by Q1-2020, forcing nations to shut down as a
necessary protection measure.

Crude oil prices fell sharply, primarily reflecting the
sharp fall in the global oil demand caused by Covid-19
mitigation measures that restricted travel and transport,
and by the price war within OPEC+, which occurred in the
midst of the Covid-19 pandemic. Moreover, oil prices were
also negatively impacted by OPEC+ oil output increase
in October 2020 as Libya and Iraq ramped up production.
However, oil prices increased by the end of 2020 on
account of market expectations that OPEC+ will delay its
previously planned output increases in January 2021 and
due to news related to the efficacy of several COVID-19
vaccines. During 2020, the average Brent crude oil prices
decreased to US$ 42.3 per barrel from US$ 64.0 per barrel
in 2019.

In non-energy group, prices of agricultural goods and
metals decreased and established yearly lows during the
first half of 2020 due to uncertainties triggered by the
Covid-19 pandemic. However, metal prices rebounded
in response to supply disruptions and a faster-than-
expected increase in China's industrial activity, while food
prices levelled off as fears of restrictive policy measures
subsided. Thus, by Q3-2020, agricultural and metal prices
were above their pre-pandemic levels. Precious metals
prices, however, rose through 2020 as the pandemic led to
flight to safe haven assets.

Overall, oil-exporting countries were severely affected
by the sharp drop in oil prices in 2020. On the other hand,
many oil importing countries witnessed a downward
pressure on domestic fuel prices.

In Qatar, annual average CPI deflation increased to
2.6% in 2020 from 0.9% in 2019. Component- wise,
the deflation was led by “Transport”, “Housing, Water,
Electricity & Gas”, “Clothing & Footwear”, “Recreation &
Culture”, and “Communication”. The intra-year movements
during 2020 show that deflation increased from 0.8% in
Q1-2020 to 3.2% and 3.5% in Q2-2020 and Q3-2020,
respectively. However, in Q4-2020, deflation moderated to
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Inflation

2.9% as many components of CPI reversed the declining
trend following the progressive lifting of lockdown.

The downward movement of nominal effective
exchange rate (NEER) of the Qatari Riyal (QR), which
positively influences domestic prices, reflects the trade
issues caused by COVID-19, while it also affected
currencies and capital outflows during April-May for many
trading partners of Qatar.

Consumer Prices

As mentioned above, CPl continued to remain in
deflation in 2020. At the disaggregated level, deflation in
the following groups “Clothing & Footwear,” “Housing,
Water, Electricity & Gas,” “Transport,” “Communication,”
and “Recreation & Culture” were the domestic factors that
led to the overall deflation in 2020. Moreover, given the
role of imported inflation in domestic inflation dynamics,
external factors such as global oil price softening and
a generally soft global inflationary environment were
significant contributors.

"ou

Table (2-1)
CPI - Annual Averages
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Household Consumption (CPI) ~ 100.0 100.0 99.1
Food & Beverages 135 100.0 100.0
Tobacco 0.3 100.0 227.0
Clothing & Footwear 5.6 100.0 99.0
Eglsjsing, Water, Electricity & 212 100.0 97.0
Egmggfn% Household 79 1000 1008
Health 2.7 100.0 100.2
Transport 14.6 100.0 99.4
Communication 5.2 100.0 923
Recreation and Culture 1.1 100.0 934
Education 5.8 100.0 105.5
Restaurants & Hotels 6.6 100.0 100.6
g/'[jrs\fiigas”eous Goods & 57 1000 1026

Source: Planning and Statistics Authority.
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In terms of upward drivers of CPI, barring “Tobacco”
that has a very small weight, “Restaurants and Hotels"
with a weight of 6.6%, registered the maximum rise,
followed by “Education”, “Health” and “Miscellaneous
Goods & Services”. However, the upward pressures from
these groups were more than offset by the deflation
in “Housing, Water, Electricity and Gas”, “Transport”,

“Communication”, “Clothing & Footwear” and “Recreation
& Culture” mentioned above.

Average food price index slightly increased in 2020,
largely reflecting the global pattern in agriculture and
food prices given the importance of imported inflation in
this component of CPI (Table 2-1). Intra-year, there was
food price inflation consistently during the first four months
before fluctuating between inflation and deflation in the
remaining months of 2020 to average at 0.2% during the
year.

Producer Price Index (PPI)

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

On an annual average basis, the PPl decreased from
63.3in 201910 45.3in 2020, registering a decline of 28.5%.
During the year, the PPl decreased from 57.6 in Q1-2020 to
35.7 in Q2-2020. The fall in global crude oil and industrial
input prices negatively affected the PPl in 2020. The PPI
mining group having a weight of 72.7%, decreased steeply
from 53.9 in Q1-2020 to 28.9 in Q2-2020 before recovering
to 41.7 in Q4-2020 (Table 2-2).

Overall, triggered by the pandemic-related economic
lockdown, CPI deflation, after easing in 2019, continued at
a faster rate in 2020, rising from 0.5% percent in February
to 4.1% in August before easing to 3.4% percent in
December. The fall in global commodity prices, in particular
oil prices, also contributed to the CPI deflation in Qatar.
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Table (2-2) (1) a8 Jgan
Quarterly PPI for 2020 Fr ole @6 puaiiall lowy @nallpigal
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Economic Activity 2 Q1-2020 | Q2-2020| 03-2020| Q4-2020 Salaid¥ | doliud
Overal Index 100.0 57.6 35.7 40.7 473 pladl wlal! 03,31
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Money and Credit

Introduction

With the decline in global energy prices due to a decline
in energy demand in the wake of the epidemic, a double
deficit appeared in the Qatari economy during the year
2020. The trade surplus fell sharply in the second quarter
of 2020, although it rose steadily in the third and fourth
quarters. As a result, the current account balance ran a
deficit in the second and third quarters before recovering
to a moderate surplus in the fourth quarter. The same drop
in energy prices and exports led to a significant drop in
government revenues.

As a result, and despite the reduction of expenditures
from the estimated and actual budget of the previous year,
a fiscal deficit was recorded during 2020 compared to a
surplus in the previous year. Consequently, there was a
reduction in spending on major projects than was budgeted.
At the same time, the government and the QCB announced
macroeconomic and financial packages to contain the
negative effects of the outbreak of the epidemic on the
local economy.

There was also a continuous accumulation of foreign
exchange reserves supported by capital inflows due to
the abundance of liquidity in the global financial market
considering the ultra-easy monetary policies pursued hy
the major central banks. However, as a global phenomenon
that swept most economies and due to the economic
closure and precautionary measures resulting from the
outhreak of the epidemic, the local economy contracted
during the year 2020.

During 2020, the QCB monetary framework continued
to peg the exchange rate of the Qatari riyal to the US dollar
to ensure monetary and financial stability.

During 2020, the QCB cut interest rates twice during
the month of March after the US Federal Reserve provided
monetary stimulus to contain the negative economic
effects of the epidemic. In addition, the QCB has worked
to ensure that there is sufficient primary liquidity in the
banking system so that credit flows at a healthy pace.
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Money and Credit

The QCB set aside a special zero interest repurchase
window in March and extended these facilities twice
during the vyear. As a result, the primary liquidity and
monetary base remained amazingly comfortable.

Moreover, there was a significant drop in bank deposit
and lending rates across all maturity periods. Bank credit
also grew year on year on average at double-digit rates
during 2020.

Monetary Developments

Total domestic liquidity as measured by broad money
supply (M2) grew at a moderate pace and by 3.8% (QR 22
billion) during 2020, compared to a slight increase of 2.5%
(QR 14 billion) during 2019 (Table 1-3). This increase in (M2)
was due to the growth in tight money supply (M2). As a
result, the wide money supply (M2) reached about QR 600
billion at the end of 2020 compared to about QR 578 billion
at the end of 2019.

Table (3-1)
Money Supply
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As a percentage of nominal GDP, (M2) recorded a
significant rise to reach about 112.6% in 2020 from 90.3%
in 2019 as a result of the increase in (M2) and the decline
in growth in nominal GDP. Nominal GDP to (M2) has
decreased to 0.88 in 2020 from 1.11 in 2019.

The narrow money supply (M1) also grew during 2020,
significantly, by 17.4% compared to an increase of 4.7%
during 2019. Through the components of (M1), demand
deposits and cash in circulation increased, with the second
rise representing about 89.92% of Total height in (M1).

With this rise, the narrow money supply (M1) at the
end of 2020 amounted to about 146.5 billion riyals,
compared to about 124.7 billion riyals at the end of 2019.
The percentage (M1) was about 38.5% of the non-oil GDP
in 2020, greater than 30.4% In 2019. Conversely, nominal
non-oil GDP decreased to (M1) to around 2.59 in 2020 from
3.291in 2019.

While the quasi-cash remained almost constant
during 2020 at the same level it achieved at the end of
2019, which amounted to 453 billion riyals. The relative
stability in quasi-cash was attributed to the contraction in
time deposits, which was equal to the increase in foreign
currency deposits.

Private sector deposits continued to increase during
2020 due to increase non-resident, while public sector
deposits decreased further, partly reflecting the decline in
revenues resulting from lower energy prices and exports
as a result of the outbreak of the Covid-19. Given the
rise in foreign currency deposits and the rise (M2), the
dollarization rate (the proportion of foreign currency
deposits in the broad money supply) increased marginally
to 27.6% by the end of December 2020 from 27.3% at the
end of December 2019.

During 2020, the dollarization rate increased in
Significantly, in the first quarter, then stabilized during the
second and third quarters, and then the rise again, but at
a slower pace, at the end of the fourth quarter (Chart 3-1).
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Chart (3-1)
Dollarization Ratio
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Credit Developments

Growth in domestic credit increased during 2020 at a
slower rate of 9.2% than the growth achieved during 2019
of 12.1%. The increase was due to the credit growth of both
the public sector by 11.1%, and the private sector by 8.3%.
In the context of credit provided to the public sector, credit
extended to both the government and semi-government
institutions, especially the latter, increased by 2.2% and
39.6%, respectively, compared to a contraction of 11.9%
and 25.9% during the previous year. While the credit
provided to government institutions expanded slightly
during 2020 to 15.9% from 14.6% during the previous year,
therefore, the outstanding credit to the public sector at
the end of 2020 increased to about QR352.9 billion from
QR317.5 billion at the end of 2019. Likewise, Credit to the
private sector grew at a slower rate of 8.3% during 2020
compared to 9.2% during 2019 (Table 2-3).
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Table (3-2)
Domestic Credit by Economic Activity
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2017 | 2018

Items

Public Sector 341,562 318,675 317,485 352,872
Government 175,578 151,917 133,790 136,798
Government Institutions 146,199 148,299 170,021 196,989
Semi- Government 19785 18459 13674 19,085
Institutions ' ' ' ‘
Private Sector 478,995 541,225 646,708 700,413
General Trade 64536 83,985 132,093 146,861
Industry 16,781 16,655 17,509 16,869
Contractors 38314 35669 34,169 37,694
Real Estate 147,763 150,255 147,716 152,691
Consumption 123,373 127,233 137,226 147,000
Services 78997 117,724 166,321 188,128
Others Sectors 9,231 9,704 11674 11,170
Total Domestic Credit 820,556 859,900 964,192 1,053,285

Most of the increase in credit growth provided to the
private sector during 2020 is attributable to the increase
in credit to the “services” and “general trade” sectors, but
at a slower rate compared to the previous year. There has
also been an acceleration in credit to the "consumption”
sector, which is the third largest component of private
sector credit. Credit accelerated in the "contractors"
and “real estate" sectors. In contrast, there has been a
contraction in credit to “other miscellaneous” sectors and
the “manufacturing” sector as well (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 domestic and foreign currency
components. Hence, there has been a change in the
currency composition in deposits and credit. In deposits,
local currency deposits grew at a slower pace, while
growth in foreign currency deposits accelerated. Thus, the
share of foreign currency deposits in total deposits has
increased. On the other hand, local currency credit grew at
an accelerated pace, while foreign currency credit growth
slowed significantly. Consequently, the share of local
currency credit in total credit has increased. The credit
to deposits ratio in local and foreign currency increased
compared to 2019 (Table 3-3).
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Year Srat Jl Aecs Y1 Odlaall Ju{Pes | Szt Sl Acis N1 OdLaalt) JEiPes {
QR FC Total QR FC Total

2019 199 -93 48 52 437 105

2020 30 1.1 6.6 9.7 7.2 8.6

Note: Data does not include information of Qatar Development Bank.
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Public Finance

Fiscal policy continued to play a key role in the State of
Qatar. Public spending has been one of the main drivers of
domestic economy; being an important source of income,
spending and liquidity. Developing human, social, economic
and environmental resources remains the focus of public
spending. Thus, the State Budget allocates a high share
to public projects and infrastructure. The aim remained
that of achieving 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. This trend has been reinforced by
the pandemic which led to decline in government revenue
following fall in prices and exports of hydrocarbon. But at
the same time, as a part of fiscal reforms, the focus of the
Government has been on improving efficiency in public
spending by rationalizing and prioritizing expenditure.

This chapter highlights the important budgetary
developments during 2020 vis-a-vis the budget estimates
for the year and the actuals of 2019. It also reviews the
important features of the State Budget Estimates for 2021.

The State Budget for 2020

Preliminary data on the State Budget for 2020 show a
sharp contraction in the total revenue of the government
due to pandemic induced plunge in prices and exports of
energy. Total revenue declined by as much as 20.3% during
2020, contrasting to an increase of 3.3% during 2019. Total
expenditure also declined significantly by 12.5% during
2020, as government took measures to curtail expenditure
following decline in revenue. Despite the expenditure
curtailment, the sharper fall in revenue led to a budget
deficit of QR 11.3 billion (2.1% of GDP) during 2020 as
against a budget surplus of QR 6.3 billion (1% of GDP)
during 2019.

A more detailed description of the developments in the
components of total public revenue and expenditure during
2020 are set out in the following sections.
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Total Public Revenue

Total public revenue during 2020 amounted to QR 171.2
billion, QR 43.6 hillion lower than that of QR 214.7 billion
during 2019. Due to the pandemic all the major components
of revenue declined significantly.

The ‘oil and gas’ component of revenue during 2020
declined as prices and exports of energy fell sharply.
Economic lockdown also led to fall in revenue under the
category of ‘miscellaneous transferable’, reversing the
consistently rising trend observed since 2016. Revenue
from ‘oil and gas’ during 2020 declined by 21.6% to QR
133.3 billion from QR 170.0 billion during 2019. Revenue
from ‘miscellaneous transferable’, consisting of various
fees and taxes, during 2020 declined by 15.3% to QR 37.9
billion from QR 44.8 billion during 2019. Revenue from oil
and gas’, despite the decline, remained the major source of
public revenue with a share of 77.9% during 2020, further
lower than 79.2% during 2019.

Table (4-1)
Qatar State Public Budget
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Total Revenue 170,856 163,272 207,915
0il & Gas™ 140,717 132,988 173,129
Miscellaneous Transferables 30,139 30,284 34,786
Total Expenditure 221,685 203,265 192,835
Wages and Salaries 59,241 53,121 55,688
Current Expenditure 59,766 60,152 55,467
Secondary Capital 3,929 3913 3,840
Major projects 98,748 86,079 77,840
Surplus Or Deficit -50,829  -39,993 15,080
Indicators (%)

0il Revenue/Total Revenue 824 81.5 83.3
Wages and Salaries/Total Exp. 26.7 26.1 28.9
Surplus or Deficit/GDP 9.2 -6.6 2.2

Source: Ministry of Finance
* 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 2020, as mentioned
above, was curtailed due to pandemic induced fall in
revenue. It declined to QR 182.5 billion from QR 208.4
during 2019, with all its major components showing a
decline.

Expenditure on wages and salaries during 2020 declined
by 5.6% to QR 58.0 billion from QR 61.4 billion during 2019.
However, its share in total expenditure increased to 31.8%
during 2020 from 29.5% during 2019.

Similarly, current expenditure during 2020 declined by
7.6% to QR 57.9 billion from QR 62.7 billion during 2019.
However, its share in the total expenditure increased to
31.7% during 2020 from 30.1% during 2019.

Expenditure on major projects continued to be the
largest component of total expenditure, even though there
has been an overall declining trend following completion
of many projects related to FIFA World Cup 2022. However,
during 2020, a larger part of the expenditure curtailment
following the pandemic felt on major projects, which
declined by 21.4% to QR 63.0 billion from QR 80.2 billion
during 2019. Consequently, the share of capital expenditure
on major projects in total public expenditure during 2020
declined further to 34.5% from 38.5% during 20189.
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Expenditure on secondary capital during 2020 declined
by 14.2% to QR 3.5 billion, forming a small share of 1.9%
in total expenditure as compared with 2.0% during 20189.

The State Budget Estimates for 2021

Law No. (2) of 2015 amended the public budget from
a fiscal year (starting at 1st of April and ending at the end
of March in the following year) to a calendar year starting
from the first of January and ending at the end of December
of each year. The major highlights of the budget for the
year 2021 are as follows:

The total public revenue during 2021 has been budgeted
at QR 160.1 billion. In the estimate, average crude oil prices
for 2021 is assumed at a prudent level of US$ 40 per barrel
as against US$ 55 per barrel in the previous year. Thus,
budgeted total revenue for 2021 would be substantially
lower than the budget estimates and actuals of 2020 by
24.1% and 6.5%, respectively.

Both the components total public revenue viz., ‘oil
and gas’ and 'miscellaneous transferable’ during 2021
are budgeted to decline from the corresponding budget
estimates of 2020 by 27.6% to QR 121.6 billion and hy
10.5% to QR 38.5 billion, respectively.

However, as compared with the actuals of 2020, while
revenue from ‘oil and gas’ would show a decline of 8.8%
that of ‘miscellaneous transferable” would increase by
1.6%.

The total public expenditure during 2021 has been
budgeted at QR 194.7 hillion, showing a 7.5% decline
from the budget estimates of 2020. However, there would
be an increase of 6.7% from the actuals of 2020. Budget
estimates of components of total public expenditure are as
in the following:

Expenditure on wages and salaries is budgeted at QR
57.9 hillion, lower than the budget estimates and actuals
of 2020 by 1.9% and 0.2%, respectively.

Current expenditure, consisting of expenditure on
‘goods and services’, ‘interest payments’, foreign grants’
and ‘other expense’, has been budgeted at QR 60.7 billion,
showing an increase of 4.7% and 4.8%, respectively, from
the budget estimates and actuals of 2020.
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Public Finance

Capital expenditures on major projects has been
budgeted at QR 72.1 billion, significantly lower by 19.9%
from the budget estimates of 2020, but still markedly
higher by 14.4% over the actuals of 2020.

Secondary capital expenditure, budgeted at QR 4.0
billion would increase by 14.3% and 14.0%, respectively,
from the budget estimates and actuals of 2020.

The estimated budget balance for 2021 is a deficit of
QR 34.6 billion, as against the budgeted surplus of QR 0.5
billion for 2020, and far higher than the actual deficit of QR
11.3 billion for 2020. The sharp increase in budget deficit
would be a reflection of decline in revenue combined
with increase in expenditure from the actuals of 2020.
However, about 75% of this increase in expenditure would
be accounted by increase in expenditure on major projects.

Table (4-2)
Preliminary Estimates for
Qatar Budget of 2021
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Balance of Payments

Balance of Payments

Preliminary estimates of Balance of Payments (BoP)
for the State of Qatar during 2020 show an overall surplus
for the third year in succession. However, the surplus of
OR 1.9 billion during 2020 was far lower than the surplus
of QR 34.1 billion recorded during 2019. The capital &
financial account remained in surplus and more than offset
the current account balance which turned deficit due to
pandemic induced sharp fall in trade surplus.

Table (5-1)
Qatar Balance of Payments
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Current Account -30,101 23,389

Capital & Financial Account 13,840 -92,648

Overall Balance -20,510 -65,071

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.

As mentioned earlier, the current account balance
during 2020 turned to a deficit of QR 13.2 billion from a
surplus of QR 15.5 hillion during 2019. The pandemic led
to a sharp fall in global demand and prices for energy and
pulled down merchandize hydrocarbon exports.

Consequently, there was a large-scale fall in trade
balance leading to a current account deficit. As a
percentage of GDP, the current account deficit stood at
about 2.5% during 2020, as against a surplus of about
2.4% during 2019.

Within the current account, the merchandize (goods)
trade account surplus during 2020 declined sharply to QR
98.8 billion from QR 151.4 billion during 2019, a decline of
34.7%.

The traditional deficits in services, income and current
transfers accounts, however, declined during 2020. In the
services account, the deficit declined by 6.4% to QR 55.6
billion from QR 59.3 billion during 2019. The deficit in the
income account declined markedly by 30.8% to QR 11.1
billion from QR 16.1 billion during the previous year. Deficit
in current transfers account also declined markedly by
25.1% to QR 45.3 billion from QR 60.4 billion during 2019
(Table 5-3).

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

Shrinking of trade surplus during 2020 was due to larger
contraction in exports than the contraction in imports;
while exports contracted by 29.4% to QR 187.5 hillion
(reflected in all the major components barring re-exports)
total imports declined by 22.3% to QR 88.7 billion from the
previous year.

Economic  diversification  continued to reduce
dependence on the hydrocarbon sector; although the share
of energy related exports in total exports continued to
remain high, it declined to 81.8% during 2020 from 85.8%
during 2019. Inview of the large-scale fall in energy exports,
the share of merchandize exports in total current account
receipts declined significantly to 62.1% during 2020 from
71.3% during 2019. Total exports as a percentage of GDP
during 2020 declined markedly to 35.2% from 41.5% during
2019.

Chart (5-2)
Trade Balance
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Balance of Payments

The overall deficits under non-merchandise heads during
2020, however, felled significantly by 17.6% to QR 111.9
billion from QR 135.8 hillion during 2019. As mentioned
above, the deficit declined in all the three components viz.,
services, income and current transfers. Though growth in
export of services decelerated further, import of services
contracted during 2020, which led to the decline in the
deficit under this account. While export of services grew
by 1.7% to QR 70.7 billion, import of services declined
by 2.0% to QR 126.3 billion. Exports of travel services
contracted further, while that of transportation and other
services expanded further during 2020. Decline in imports
of services during 2020 was due to travel component as
other remaining major components continued to grow.

In the income account, while the investment income
of residents increased by 17.2% to QR 38.1 billion, the
outflows from investment income of foreigners increased
at a much slower pace of 1.3% to QR 49.3 billion, thereby
leading to the lower deficit in this account during 2020.

With regard to the current transfers account, while
non-remittance related outflows declined sharply by 45.8%
to QR 12.1 billion, remittance related outflows declined by
10.2% to QR 38.6 billion during 2020. On the other hand,
transfer inflows from abroad grew by 11.7% but remained a
small amount of QR 5.5 billion. Thus, the significant decline
in the deficit in the current transfers account during 2020.

Capital and Financial Account

Capital and financial account balance recorded a surplus
of QR 19.8 billion during 2020, lower than the surplus of QR
21.7 billion during 2019. The finance account recorded a
surplus of QR 20.4 billion during 2020 as compared with
QR 22.3 billion during the previous year. This lower surplus
followed from net portfolio investment turning to outflows
from inflows during 2019 and more than offsetting the
increased net inflows under other investment, and decline
in outflows under direct investment. Capital account
remained in deficit of QR 0.6 billion during 2020 as
compared with a deficit of QR 0.5 hillion during 2019.
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Balance of Payments

Chart (5-3)
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‘Direct investment” account remained in deficit
as residents’ investment abroad traditionally exceed
foreigners’ investment in Qatar. During 2020, the deficit
declined to QR 18.8 hillion from QR 26.4 billion during
2019. The outflows due to residents’ direct investment
abroad declined to QR 9.9 billion during 2020 from QR 16.2
billion during 2019. The outflows due to withdrawal of
foreigners’ direct investment in Qatar also declined to QR
8.9 billion during 2020 from QR 10.2 billion during 2019.

Under “portfolio investment’, there was net outflows of
around QR 45.7 billion during 2020 in contrast to net inflows
of QR 7.9 billion recorded during 2019. The outflows due to
residents’ portfolio investment abroad increased significantly
to QR 53.9 billion during 2020 from QR 38.2 hillion recorded
during 2019. At the same time, foreigners” portfolio
investment inflows in Qatar during 2020 declined sharply
to around QR 8.2 billion from QR 46.1 hillion during 2019.

‘Other investment’ is another major component of
finance account, mostly made up of overseas loans,
currencies and deposits and other foreign assets/liabilities
(including derivatives). The net inflows under this account
during 2020 stood at around QR 84.1 billion, more than
double the net inflows of QR 40.8 billion during 2019. The
outflows due to residents’ investment abroad under this
account of QR 35.5 billion during 2019 turned into inflows
of QR 3.9 hillion during 2020, as residents unwound
their investments under this category. At the same time,
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Balance of Payments

wilegdrallyljpo

inflows due to foreigners’ investment increased to QR
80.2 billion during 2020 from QR 76.3 billion during 2019.

Thus, BOP recorded a much lower surplus of around QR
1.9 billion during 2020, leading to an equivalent amount
of reserve accumulation. Two noteworthy features of the
balance of payments during 2020 was the current account
balance turning to a deficit and sharp portfolio readjustments
in the financial account by both residents and foreigners
without affecting much the balance in the account itself.

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

Introduction

As defined in the ‘Law of the 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. Issuance of currency and regulation of its circulation

3. Establish regulations and rules and supervise the
financial sector for ensuring the stability of the
financial system

4. Act as a bank of the Government

5. Actasa bank forall 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, the Qatar Financial
Centre Regulatory Authority (QFCRA) and the 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 2020.
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Monetary Policy Development, Liquidity and Financial Markets

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 continued to be 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 AR and the USD.

ACB resorts to several 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 must keep as interest-free balance
with QCB on a daily basis).

2.The “OMR 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 US Federal Reserve which reduced its policy
rate sharply to near zero level to counter the impact of
the pandemic, QCB, after due considerations of domestic
macroeconomic conditions, reduced all its policy rates viz.,
QCBDR, QCBRR and QCBLR twice in March 2020.

2.The QCBDR was reduced by 50 basis points each to 1.0%.
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Monetary Policy Development, Liquidity and Financial Markets

3.The QCBLR was reduced by 75 and 100 basis points to
2.50%.

4. The QCBRR was reduced by 50 basis points each to 1.0%.

5.Required reserve ratio remained 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. However,
during 2020, there was an additional factor, which played
a significant role in the evolvement of liquidity conditions.
This was the special repo at zero rate for providing additional
liquidity to banks operating in Qatar for postponing loan
instalments or granting new loans as one of the monetary
policy responses to the pandemic.

There was a sharp fall in global demand and prices for
energy due to the ongoing pandemic. Consequently, the
trade surplus declined drastically and led to emergence of
current account deficit during 2020, as against a surplus
during 2019. The attendant large decline in government
revenue led to curtailment of government expenditure, while
at the same time a significant budgetary deficit emerged
during 2020, as discussed in chapter 4. However, at the same
time, as discussed in chapter 5, there was enough capital
inflows in the capital and financial account of the balance of
payment that despite the current account deficit, there was a
surplus in the overall balance of payment during 2020. Thus,
there was further reserve accumulation and the net foreign
assets of QCB continued to increase during 2020. At the
same time, with special repo at zero rate mentioned above
as an important factor, net domestic assets of QCB expanded
by a large margin. As a result, reserve money and primary
liquidity in the banking system increased rapidly during 2020.

Eventhough reserve moneyand primary liquidity increased
rapidly, the overall systemic liquidity measured by broad
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Monetary Policy Development, Liquidity and Financial Markets

money increased only moderately during 2020. Because,
quasi money was almost stagnant due to contraction in
time deposits offsetting the increase in deposits in foreign
currencies. Private sector deposits continued to increase
during 2020, with non-resident deposits as the main driving
force, while public sector deposits contracted further partly
reflecting fall in revenue induced by lower energy prices and
exports.

With regard to bank credit, credit to public sector
grew in double digits during 2020, primarily accounted by
‘government institutions. Bank credit to private sector also
increased during 2020, but at a much slower rate than in
the previous year, led by “Services”, “General Trade” and
“Consumption” sectors.

It was in the above backdrop that QCB conducted its
liquidity management operation during 2020. The objective
remained to be aligning the policy rates with the average
overnight interbank rate (AOIR) through effective liquidity
management to promote economic growth and maintaining
financial stability. Thus, QCB resorted to most of its policy
instruments under the QMR system and auctioning of
Treasury bills and bonds, while introducing the special repo
at zero rate to provide additional liquidity as mentioned
above.

Primary liquidity (i.e., excess reserves plus net QMR
deposits) increased by almost twofold to QR 34.5 hillion at
end-December 2020 from QR 18.2 hillion at end-December
2019. T-bill's operations were liquidity neutral as fresh
issuances matched redemptions as against net injection of
about QR 1.0 billion during 2019.

By contrast, liquidity injections through T-bonds
(including Sukuks) were to the extent of QR 21.3 billion as
this much amount of bonds matured while there were no
fresh issuances during 2020, as against an absorption of QR
18.0 billion during 2019.
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Table (6-1)
Liquidity Indicators
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Year-end (Outstanding) laat aau)
QMR (Net)*
2017 5,286
2018 22,945
2019 13,218
2020 24,184

* QMR Deposit - QMR Lending.

QMR Transactions

Liquidity conditions in terms of primary liquidity in the
banking system increased sharply in March and further
in April, and remained around that level until it peaked in
August. Thereafter, it moderated, but remained far higher
than the previous year. As mentioned above, both capital
inflows and liquidity support through zero repo rate played
a major role in this evolvement of primary liquidity. The
average daily QMR deposits after increasingly sharply in
March and April remained at the elevated throughout the
remaining months of 2020. Consequently, the outstanding
OMR deposits at the end of 2020 rose to AR 24.4 billion, an
increase of 83% from QR 13.2 billion at end of 2019.

Largely reflecting the easy liquidity conditions, there
was no outstanding QMR lending in all the months of
2020 baring in December. Excess reserves maintained hy
banks also increased from March until it peaked in August,
as was the case with QMR deposits, and thereafter they
moderated. The special repo at zero rate, which partly
found its way into excess reserves, influenced this pattern
in the movement of excess reserves. Thus, the outstanding
primary liquidity (QMR deposits plus excess reserves) at
the end of 2020 increased to QR 34.5 billion from QR 18.2
billion at the end of 2019.
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Period | OMR Deposit | QMR Loan  |Net QMR Outstanding| Excess Reserve Surplus gmfﬁmfhj anarﬁm‘ity

Jan-20 14,335 0 14,335 5,278 19,613 -25.3 -14.0
Feb-20 11,375 0 11,375 7,943 19,318 -26.5 08

Mar-20 18,471 0 18,471 10,253 28,725 -25.9 -2

Apr-20 26,114 0 26,114 18,871 44,985 6.7 33.2
May-20 26884 0 26,884 17,118 44,002 12.0 43.1

Jun-20 24,806 0 24,806 16,675 41,481 11 402
Jul-20 23,488 0 23,488 20,684 44,172 72 67.6
Aug-20 24,410 0 24,410 20,990 45,400 62.9 1135
Sep-20 27172 0 21,172 12,928 40,100 1143 123.4
Oct-20 26,723 0 26,723 7,064 33,787 176.0 938
Nov-20 25,952 0 25,952 8,950 34,902 108.5 1105
Dec-20 24384 200 24,184 10,293 34,476 84.5 89.4
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T-bills

QCB modulates the shorter-term liquidity through
the monthly auctions of T-Bills of 91-, 182- and 273-days
maturities, given the redemption schedules.

During 2020, T-bill's operations there were liquidity
neutral as fresh issuances QR 7.2 billion exactly matched
the redemption amounts of

T-Bonds

QCB modulates durable structural liquidity through the
auctions of government bonds (including Sukuks), given
the redemption schedule. During 2020, there were no fresh
issuances of T-bonds. On the other hand, a large amount of
T-bonds matured during 2020, particularly in the third and
fourth quarter, leading to injections of longer-term durable
liquidity. Overall, T-bonds worth around QR 21.3 billion,
consisting conventional bonds of QR 18.7 billion and Sukuks
of OR 2.6 billion as against no fresh issuances during 2020.

Thus, the stock of conventional bonds declined to QR 65.0
billion while that of Sukuks declined to QR 43.9 hillion at the
end of 2020. At the same time, facilitating the development
of domestic debt market continued to be an important
objective of QCB's liquidity management framework.
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Table (6-3)
Treasury Bonds
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Q1-2020

T-Bonds Issued 0 0 0 0 Byl | 431533 Ol
(a) Conventional 0 0 0 0 Lzl (7
(b) Sukuks 0 0 0 0 eSall (@
T-Bonds Matured 300 250 5,850 14,925 21,325 Aasmiad | A Ol
(a) Conventional 50 150 4,150 14,375 18,725 Lol (7
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Interest Rates

QCB's response to policy rate cuts by the US Federal
Reserve and the evolution of liquidity conditions because of
specific liquidity operations as a response to the pandemic
influenced interest rates during 2020. In March 2020, the
US Federal Reserve cut its policy rate to near zero level and
renewed its quantitative easing program in order to provide
the necessary monetary stimulus to dampen the impact of
the pandemic on the economy. As mentioned above, QCB
also responded by cutting the QCBDR and QCBRR by 100
bps, and QCBLR by 175 bps in two rate cuts.

QCB also introduced a special repo at zero rate to help
banks in sustaining credit to vulnerable sectors. Thus,
the primary liquidity in the banking system rose sharply
from March-April and thereafter continued to remain high
throughout the year. Thus, in the money market, both the
rate cuts and the abundant liquidity conditions pushed down
the average overnight interbank (AOIR) below the QCBDR
since end-March.
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Chart (6-2)
Policy Rates & Average Overnight Rate
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Consequently, the AOIR for 2020 was much lower higher
at 0.62% with a range of 0.10%-2.01% than the AQIR for
2019 of 2.25% with a range of 1.94%-2.47%. Volatility in
the AQIR during 2020 multiplied several folds from that of
2019, primarily reflecting abundant liquidity pushing down
the AOIR below the level that prevailed before the rate
cut in March. Though, inter-bank rate across all maturities
declined during 2020 along with the cuts in the QCBDR, it
was more for AOIR.

Thus, the range of 0.10%-2.75% during 2020 across
different maturities was wider than the range of 1.94%-
3.70% during 2019.

Overnight (Weighted Average)
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Table (6-4)
Inter-Bank Market (Average of the Months)

dladl GlgunVlg dguudig das il duwlbuudl caljglal

_ (E-NJgan
(gl lhwgio) Agidl o Lo Ggw

Overnight Rate (%)

Overnight Rate Range (%) 1.94-2.47
Volatility in Overnight Rate * 7.5
Inter-bank Rate Range (%) 1.94-3.7

* Coefficient of Variation.

There was substantial transmission of policy rate cuts
to deposit and lending rates of banks across maturities/
facilities. Consequently, the weighted average interest rates
on customer deposits across maturities at end-2020 were
lower than that of end-2019 by a range of 127-148 basis
points.

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

Dec-18 3.04 287 3.67 3.57 3.53
Dec-19 2.52 244 2.72 3.44 3.48
Dec-20 1.23 1.18 1.24 2.03 218

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

Change during 2020 -1.29 127  -148  -141  -1.29

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 2020 from
that of end-2019 ranged from 50-120 basis points.
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Supervisory Regulations

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

Banks

Within the framework of implementing the provisions of
Law No. (36) of 2005 regarding a free zone for the Science
and Technology Qasis, on 2/2/2020 the QCB circular No.
2/2020 was issued to banks operating in the country to open
accounts for companies under incorporation that obtained
initial approval from the Oasis’s Board of Directors. The
company submitting the account opening request must
provide the bank with its registration certificate and other
required documents within two months to activate the
account.

Within the framework of implementing the provisions
of Law No. 21 of 2017 regarding free zones, the QCB's
Circular No. 40/2020 was issued on 1/10/2020 regarding
the conditions and controls for banking services that banks
can provide to companies licensed by the Qatar Free Zones
Authority.

To reduce the phenomenon of bounced checks due to
insufficient balance and to enhance confidence in checks
as a means of payment in financial transactions, the QCB
issued on 2/2/2020 Circular No. (2) for the year 2020
containing the instructions for returned checks to banks
operating in the country, which includes the provisions and
controls for dealing with checks. The returned checks for
insufficient funds included the Qatar Credit Information
Center providing a customer inquiry service to member
banks and keeping the data of the bounced checks. It also
included a mechanism for submitting the data to the center
and amending the submitted data and the basis for making
settlements.

In order to achieve harmony between the regulations of
the Qatar Financial Markets Authority and the instructions
of the QCB, on 5/2/2020 the QCB issued a Circular for
banks operating in the country, including the amendment
of the QCB’s instructions contained in page 553 of the book
of instructions for banks 2013 by allowing members of the
board of directors and bank employees to deal in shares
through the bank’s brokerage firms, provided that a number
of controls are adhered to in the instructions.
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Supervisory Regulations

As part of the State of Qatar's endeavors to take all
necessary preventive measures to limit the spread of
the Coronavirus, and in the interest of the QCB that all
financial institutions adhere to the necessary precautions,
preparations and procedures for this, all other financial
institutions have been obligated to take several measures
to limit the spread of the epidemic.

As part of Qatar's efforts to mitigate the effects of the
Coronavirus pandemic on the private and public sectors,
and in coordination with the concerned authorities in the
country, several circulars were issued for this, including
postponing the payment of installments for a period of six
months, and the initiative of the National Security Program.

With the aim of strengthening the principle of financial
inclusion in the country and to facilitate the domestic
workers' access to appropriate banking services, on
23/4/2020 the QCB was issued Circular No. 10/2020,
which included permitting employers to issue rechargeable
salary cards in the name of the home worker and to allow
the worker to make payments and withdrawals from ATMs,
transfers, and payment of expenses through internet
banking and mobile applications. Several controls have
also been defined to ensure the achievement of the desired
benefits.

Pursuant to the provisions of Articles (128, 129, and
130) of QCB Law No. 13 of 2012 and Articles 108,109
of the Companies Law No. 11 of 2015, and to limit
conflicts of interest, the QCB's Circular No. 25/2020 was
issued on 6/7/2020, which includes the amendment of
the third paragraph contained on pages 249 and 250 of
the instruction book until September 2013, so that the
chairman and members of the bank’s board of directors
and senior employees in it are prohibited from practicing
or participating in any activities similar to or competing
with the bank’s activities. The instructions also prohibit
the chairman, members of the board and senior employees
having any interests directly or indirectly in contracts,
projects and engagements that the bank conducts or is a
party to other than credit facilities in accordance with the
ceilings and controls specified in the instructions.

In the desire of QCB to maintain the strength of the
capital base of banks by relying on high-quality capital
tools without exposing banks to legal and market risks
affecting the reputation of the banking system, the QCB's
Circular No. 47/2020 was issued on 11/4/2020, which
includes allowing banks to issue financial instruments that
qualify for listing in the first tranche of the capital base to
be offered in international markets, as the circular included
specifying a number of controls related to the offering
process.
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Supervisory Regulations

Other Financial Institutions

QCB is keen to maintain the confidentiality of
correspondence related to the financial sector in the
country, to develop the work environment, and to achieve
the highest and fastest efficiency of the work system. It has
been decided to establish a correspondence system for the
financial sector (F2F), whereby all financial institutions are
linked, and correspondence can be sent and received in an
encrypted and secure electronic form.

In the interest of the QCB to regulate the movement
of foreign currencies within the country, exchange shops
wishing to import or export foreign currencies, as well
as the Qatari Riyal, are required to notify the QCB before
carrying out each operation and obtain an import or export
permit, and to notify the public security of the Ministry of
Interior and Management Air freight and Airport’s customs
of the General Authority of Customs.

Pursuant to the provisions of the QCB Law and the
Organization of Financial Institutions promulgated by Law
No. 13 of 2012, a work mechanism has been established
to govern banks ‘dealings with money exchange outlets to
ensure effective control over all financial transfers issued
from exchange houses.

As part of the State of Qatar's endeavors to take all
necessary preventive measures to limit the spread of the
Coronavirus, and in the interest of the QCB that all Financial
Institutions adhere to the precautions, preparations
and procedures necessary for this, all other Financial
Institutions have been obligated to take several measures
to limit the spread of the epidemic.

Based on the results of the national and sectoral
assessment of the risks of money laundering, terrorist
financing, and arms proliferation, and to reduce the use of
cash, Exchange Houses were required to coordinate with
banks to obtain point-of-sale (POS) devices and use them
in all their subsidiaries, and to not charge customers any
additional fees.

As part of the QCB's endeavor to support data systems
in Finance Companies, and for the purpose of raising the
level of performance and improving the accuracy of data,
Finance Companies have been provided with the service
of obtaining all personal card data for customers by linking
the financing companies ‘systems with the personal cards
system of QCB, which is linked with the program. Ministry
of Interior data. This increases the accuracy of the data and
contributes to the development of customer identification
procedures and the application of due diligence measures.
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Supervisory Regulations

As part of the efforts exerted to confront the Corona
epidemic, and in support of the decisions issued by the
Supreme Committee for Crisis Management, Financing
Companies have been directed to postpone the outstanding
loan installments and the interest / returns resulting from
those loans for the affected sectors, with a low interest
/ return, and without imposing any commissions or delay
fees, without any impact on their credit rating, from
16/3/2020 until 15/12/2020.

As It was decided not to provide any kind of credit
facilities to the groups benefiting from sacial security, with
the guarantee of the pensions they receive.

Insurance Companies

First: The Central Bank issued a circular to insurance
companies for the purpose of strengthening the governance
of insurance companies. The bank issued a circular
regarding the remuneration of the heads and members of
the insurance board of directors that includes the basis
for disbursing these bonuses. And based on the bank’s
role in strengthening the controls governing the work of
insurance companies, the Bank issued on 3/2/2020 the
instructions for controls and reinsurance standards, which
included controls that ensure that insurance companies
manage reinsurance operations in a way that enhances
the management of the risks associated with them in a
more efficient manner and within an effective governance
framewaork.

Second: Due to the importance of enhancing financial
inclusion, the bank issued instructions regarding financial
services provided to clients with disabilities that include
controls and principles to urge financial companies to
facilitate the receipt of financial services by this important
group in society. With the aim of strengthening the bank's
role in supervising insurance companies, on 7/27/2020,
instructions for supervisory forms were issued, which
contributes to activating the risk-based supervisory
framework, developing office supervision and field
inspection of insurance companies in a more efficient
manner by improving the quality of data available at the
bank.:
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Supervisory Regulations

Third: To regulate accounts between insurance
companies and reinsurers, improve the quality of assets,
cash flows between companies, and the efficiency of
collecting receivables and payables between them, a
circular was issued on 12/3/2020 regarding the balances
of insurance companies and reinsurers.

Fourth: The bank has also issued a number of circulars,
in cooperation with the General Authority for Taxes,
regarding the commitment of insurance companies to the
Common Reporting Standard (CRS). Finance and circulating
updating the supplementary guidelines for combating
money laundering and terrorist financing and other circulars
that reinforce insurance companies ‘commitment to the
controls contained there in.

Protecting Customers of Financial Institutions

1. Receiving customer complaints, inquiries and notes
of all kinds and working to solve them. (Most of the
complaints received by the department were resolved
within the framework of the instructions issued by the
Qatar Central Bank QCB).

2. Receiving more complaints from companies related
to commercial transactions, fees and commissions,
and working on setting a perception to issue more
instructions related to them.

3. Discovering practices that weaken customers'
confidence in the market when providing financial
services, by studying and analyzing customer
complaints received, and studying market trends and
practices.

4. Proposing instructions that preserve the rights of the
customer and the financial institution.

5. Follow up on procedures and updating the financial
services provided by financial institutions, directing
and facilitating procedures according to the best
existing standards.

6. Constant communication with officials in financial
institutions to address some of the problems that
clients encounter.
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Supervisory Regulations

10.

11.

12.

13.

14.

15.

16.

Receiving companies’ complaints, which have
increased in recent times, and working on setting
a perception for issuing more instructions for
companies and commercial transactions, and fees
and commissions.

Review commissions and fees periodically and ensure
their fair values.

The banks' commitment to the list circulated to them
when deducting or collecting any commission, fee or
other expenses on accounts and personal banking
services.

Expressing opinion and recommending approval about
new commissions and fees for financial services and
products / a change in the value of the commission or
fee.

Ensure that disclosure to customers is transparent
and with all methods of disclosure that ensure that
information reaches the customer about the rates
of commissions, fees and expenses that the bank
deducts or obtains on accounts and banking services,
within the limits of the ceilings set by the QCB.

Receiving promational offers for financial services
from Financial Institutions, and reviewing and
examining them

Reviewing contracts for financial services and
products provided to the public to ensure that each
bank has designated an independent and distinct
form for each contract related to a financial service or
financial product offered to the public.

Reviewing the forms to ensure that they include all
data and information related to the services provided,
in particular (indicating the date of the contract, its
duration, the type and nature of the financial service,
its features, its characteristics, its prices, the terms
of the terms of obtaining it, and the cases of contract
amendment and termination, if any).

Ensure that the contract forms do not indicate or
contain any texts or documents that the client did not
see before signing the contract.

Ensure that the client receives fair and transparent
treatment, in addition to obtaining financial services
and products easily, conveniently, and with high
quality.
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Supervisory Regulations

17.

18.

19.

20.

Ensure that the necessary and accurate information
is provided in all stages of the client’s dealings
with financial service providers through transparent
disclosure to clients of data in a manner that ensures
that they are informed of the benefits and risks related
to the product.

Emphasizing the protection of clients' financial data
and establishing appropriate control and protection
mechanisms that take into account their rights.

Emphasizing the provision of mechanisms to deal with
customer complaints, in accordance with international
best practices.

Providing consulting services based on customer
needs and the extent of their understanding of the
products and services provided to them.

Anti-Money Laundering and Combating
Financing of Terrorism

Achievements

Updating the Anti-Money Laundering and Terrorism
Financing Instructions issued in December 2019 by
issuing an updated and moderated version in May
2020, taking into account the addition of important
clarifications for financial institutions to combat
money laundering and terrorist financing.

Update the supplementary guidelines for combating

money laundering and terrorist financing, which are: -

- Risk based approach.

- Customer due diligence procedures.

- Procedures for identifying the true beneficiaries of
legal entities.

Disseminating an advisory paper to financial
institutions in the matter of combating the financing
of proliferation of weapons of mass destruction in
accordance with international best practices.

Within the framework of the national strategy to
combat illicit financing, a circular was sent to urge
exchange companies to use point-of-sale machines to
facilitate the work of money exchange shops, reduce
dependence on cash and limit its use.
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Supervisory Regulations

10.

11.

12.

Conducting an analytical study of the risks of the
Coronavirus and the effects of this pandemic on
financial institutions and sending a circular about the
effects of the pandemic and how financial institutions
deal with any criminal patterns associated with it.

Continuing training and coordination programs with
financial institutions through remote meeting with
them as a result of the Corona pandemic.

Coordination with the Charitable Works Regulatory
Authority regarding the results of the Authority’s
inventory of non-profit entities in July 2019 and
updating this list through continuous communication
with banks.

Participate in studying the controls of importing and
exporting currencies, travelers checks and precious
metals, in coordination with the Financial Operations
and Assets Sector.

Preparing a draft memorandum of understanding for
local coordination and cooperation with each of the
Ministry of Justice / Ministry of Interior (Criminal
Investigation Sector).

Enhancing coordination with counterpart financial
regulatory authorities in the country (QFCRA - QFMA)
to monitor joint financial institutions and establish a
joint executive mechanism.

Finalizing the linking of banks, exchange companies,
investment, finance, insurance and reinsurance to
the bank's data system (QCB Portal) (as a first stage)
to collect data from them and provide the National
Committee for Combating Money Laundering and
Financing Terrorism with it for the purpose of feeding
the statistics system of the national network to
combat money laundering and terrorist financing
(Sniper - QANNASS).

Conducting a comprehensive survey of all insurance
brokers and representatives of insurance companies
through office monitoring to measure their compliance
with the requirements of anti-money laundering and
terrorist financing instructions.
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Supervisory Regulations

13.

14.

15.

16.

17.

18.

19.

20.

Reflecting the results of measuring sectoral and
national money laundering and terrorist financing risks
in the office supervision process by strengthening the
control over certain aspects of the financial institutions
subject to the supervision of the Qatar Central Bank
and undertaking objective and in-depth desk reviews
on specific aspects in the financial institutions subject
to the supervision of Qatar Central Bank.

To periodically assess the risks of money laundering
and terrorist financing in banks, exchange, investment,
financing, insurance and reinsurance companies,
insurance brokers and representatives of insurance
companies and classify them into grades according to
those risks and provide the field control department
with the results to develop and update the field
monitoring plan

The second phase of the required updates to the
central reporting system and customer data has
been completed in order to raise the efficiency of the
required outputs from the system.

The study of linking the insurance sector to the system
has been completed, scenarios and special reports
have been constructed, and the data required to be
linked in the system have been approved in order to
monitor suspicious operations in this sector.

Completion of a checklist for combating money
laundering and terrorist financing for the field
inspection  department  regarding  transaction
monitoring and customer due diligence requirements.

Work has been made to verify many complex cases
that may be related to money laundering and terrorist
financing.

The risks of services and products provided by financial
institutions were assessed based on the instructions
of the Qatar Central Bank for the year 2020, and the
list of high-risk countries was periodically updated
and circulated to all departments of the Anti-Money
Laundering and Terrorism Financing Department.

Connecting the international name monitoring
systems, known as (World Check), with the central
system of Qatar Central Bank has been implemented,
and the update is done on a daily basis.
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Supervisory Regulations

21.

22.

23.

24.

25.

26.

Complete coordination with the Ministry of Interior to
obtain a list of first-degree relatives of Qataris listed
on the United Nations as well as local terrorist lists,
and these names have been linked in the system and
the necessary alerts are extracted on them for the
purpose of follow-up and verification of their non-
abuse.

Reporting cases related to money laundering and
terrorist financing to the Financial Information Unit,
as well as cases related to the use of personal
accounts for commercial purposes to the Legal Affairs
Department at Qatar Central Bank.

We communicate with the financial institutions on a
weekly basis regarding the accuracy of the data.

A Fin-tech checklist has been prepared for the
Department of Combating Money Laundering and
Financing Terrorism, based on the FATF guidelines.

The field visit programs targeted by the field control
were implemented in 2020.

Following up on the effectiveness of money laundering
and terrorist financing risk management carried out by
banks on branches and foreign subsidiary companies
and preparing a risk-based inspection plan for foreign
branches and subsidiaries for a period of 3 years,
which is under approval by the administration.

Future Plans

1.

Continuing to work on achieving the objectives of
the National Strategy for Combating lllicit Financing,
including preparing studies and working papers
related to the following:

e The risks of commercial operations in banks.
Cash risk in financial institutions.

Risks of legal entities.

The risks of dealing with high-risk countries.
Risks of operations of non-profit entities in
financial institutions.

Signing memoranda of understanding with the
Ministry of Justice and the Ministry of Interior.

Continuing coordination and cooperation with the
main external parties in efforts to combat money
laundering and terrorist financing, members of the
National Committee for Combating Money Laundering
and Terrorism Financing.
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Supervisory Regulations

10.

11.

12.

13.

14.

Continuing training, education and raising awareness
for all reporting officials in financial institutions
to increase their technical awareness and update
instructions, guidelines and rules for combating
money laundering and terrorist financing.

Preparing internal training programs for the
management staff and the bank’s employees in
general to raise awareness and take note of the most
important international developments and the best
international standards and practices.

Continuing preparations for the state's joint
assessment, which was postponed due to the Corona
pandemic.

Targeting the low-risk sectors in the financial
institutions risk schedule with the aim of increasing
their awareness, such as the insurance sector, agents
and brokers providing these services.

Determine the most important current patterns of risks
facing financial institutions, and prepare guidance
papers or circulars for financial institutions to raise
awareness and manage the risks associated with
these patterns.

Working on introducing new scenarios into the
technical system applied at the bank after completing
the updates of the central reporting system data of the
Qatar Central Bank, as well as related to credit cards
used outside the State of Qatar and non-resident
customers.

Studying the risks related to financial payment service
providers to combat money laundering and terrorist
financing.

Completing plans to link all non-profit entities with
the technical system, in order to monitor them and
extract technical reports from them.

Work on studying the data required to monitor fraud
transactions using stocks, securities and real estate.

Completing the development of a program and a
mechanism for measuring money laundering and
terrorist financing risks at the institutional and
sectoral level.

Completion of the second phase of the project
of the statistics system of the National Network
for Combating Money Laundering and Financing
of Terrorism (QANNASS) to provide reporting
requirements to the National Committee for Combating
Money Laundering and Terrorism Financing.
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Supervisory Regulations

15. Continuing to implement the inspection plans for the
year 2021 by relying on the risk classification of
financial institutions.

Qatar Credit Bureau

Qatar Credit Bureau, which operates under Qatar
Central Bank from 21st March 2011, going to complete 10
years of successful service in financial sector. The Bureau's
contributions are remarkable in building a highly efficient,
stable and secured credit system in the State of Qatar.
The Bureau provides accurate and comprehensive credit
information, which helps to overcome the risk management
challenges faced by our member lending institutions.

The Bureau collect & maintain 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.
Presently, 26 members from both banking and non-banking
sectors are using credit bureau services for their credit
decisions. Jaidah Motors &Trading Co. has joined and
started using credit bureau services from year 2020.

The year 2020 has commenced with the emergence of
a unique set of challenges due to COVID-19. The services
of credit bureau continued without any disruption during
COVID-19 pandemic mainly due to Bureau's technology
advancement and global standards. Credit Bureau started
accepting self-inquiry credit report requests through online
during pandemic and delivered the reports to customers
through Q Post.

As a part of Qatar Central Bank’s continuous effort to
monitoring and minimizing the bounced cheques due to
insufficient fund, Qatar Credit Bureau started issuing a new
product “Dishonor Cheque Report” from 1st September
2020 for both individuals and companies.

As an authorized Local Operating Unit (LOU) of Global
Legal Entity Identifier Foundation (GLEIF), Qatar Credit
Bureau offer LEI services to Create a new LEI / Update LEI
information / Renew LEl on annual bases/Transfer LEI from
another LOU to the QCB LOU Online System. LEI account
of 49 companies are with Qatar Credit Bureau as on 31st
December 2020, which includes 28 new LEl accounts
opened by companies through Qatar Credit Bureau during
year 2020.
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Supervisory Regulations

As a result of bureau’s efforts to adopt best practices
internationally, received two ISO certifications during year
2020 in the field of Cybersecurity Systems and Business
Continuity.

Major Credit Bureau performance highlights for the
year 2020 is given below:

e (atar Credit Bureau issued a total of 402,127 credit
reports (consumer 347,821 and commercial 54,306)
during year 2020 against 461,313 credit reports
(consumer 428,316 and commercial 32,997) during year
2019.

e |ssued 369,048 credit reports to member institutions
during 2020 (including a new product “Dishonor Cheque
Report” launched on 1st September 2020). There were
69,076 dishonor cheque reports generated by members
from its launch date 1st September 2020 till 31st
December 2020.

e |[ssued 33,079 self-Inquiry credit reports to customers
through customer service during the year 2020 against
38,461 reports during last year 2019.

e The number of credit report disputes registered by
customers during 2020 is 464 against 511 during 2019.

e Consumer Credit QR. 253,330 million at end-December
2020 against QR. 253,534 million at end-December
2019.

e (Consumer delinquency (more than 90 days overdue)
decreased to 5.97% at end-December 2020 from 6.14%
a year ago.

e Commercial Credit (excluding governmental entities
& companies and companies not registered with MCI)
at the end of December 2020 is at QR. 261,722 million
with a year on year growth of 6.09%

e Commercial delinquency (more than 90 days overdue)
decreased to 4.75% at end-December 2020 from 4.95%
a year ago.

The Bureau efforts will continue to strengthen the
accuracy and credibility of credit and related information
collected from different sources. Qatar Credit Bureau
continuously working to add new members from different
economic sectors as well as designing new e-products,
technological applications and services for credit bureau
users.
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Supervisory Regulations

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 2020.

Financial stability department also functions as the
Secretariat of the Financial Stability and Risk Control
Committee (FSC). During 2020, the Secretariat arranged
four meetings of the FSC. In addition, it also arranged
joint meeting of the Financial Stability and Supervision.
Implementation of various decisions of the FSC was
coordinated by the Secretariat.

In addition to 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 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 banking sector

e (Quarterly report on Countercyclical Buffer
e (Quarterly report on Real Estate Price Index
e (Quarterly Report on Early Warning system

e Report on Bank Lending Survey

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

e 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 implemented the
Macro Stress Testing Tool developed jointly with the
World Bank Technical Team for internal consumption and
analysis. The quarterly macro stress testing is conducted
considering granular data from the banking system and the
major macro variables. Further, the department is working
on development of an alternative model for Early Warning
System. The department is also playing a supportive role in
enhancing the Risk Management through decisions taken
by the FSC.

The macro-prudential policy framework 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, rating agencies, other central banks and
others to have a holistic picture of the global economy
which enables the department in framing macroprudential
policies in line with best international practice. As part
of the macroprudential analysis of the financial sector,
the department provides data and analytical inputs to the
Top Management and outside agencies like IMF, rating
agencies and others.

The Financial Stability Review 2020, 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 year. 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 the year 2020, the value of traded paper and
coins in circulation has grown significantly. At the end of
December 2020, the value of paper currency in circulation
reached QR 26.22 billion; An annual increase of 60.34%
compared to a slight increase of 1.16% at the end of 2019
(Table 8-1).

This significant growth in the value of traded notes
mainly reflects the new issuance of the Qatari riyal currency
in December 2020. The value of coins in circulation
reached QR52.35 million, at the same level in 2019. The
volume of banknotes increased by 18.84% in 2020 against
an increase of 8.43 % In 2019. The year 2020 witnessed
the issuance of the 200-riyal denomination for the first time
in the history of Qatari currencies. In terms of value, the
500-riyal denomination accounted for 77.04% of the total
value of the traded notes, while the 1-riyal denomination
constituted about 44.72% of the total circulated banknotes
by volume.

Table (8-1)
Notes and Coins in Circulation (end of Year)
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QR 500 12,840.91 12,922 81 20,199.64 25,682 25,845 40,399
QR 200 0 0 901.35 0 0 4,507
QR 100 1,847.86 1,905.57 2,995.52 18,479 19,055 29,955
ad)sll deall QR 50 844.06 824.57 1343.95 16,881 16,491 26,879
Notes QR. 10 332.41 365.86 415.89 33,241 36,586 41,589
QR. 5 165.72 185.32 212.39 33,143 37,065 42,478
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QD. 50 36.15 36.69 36.7 72,297 73,387 73,407
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ap. 1 0.02 0.01 0.01 1,643 1,802 1,813
Total 51.32 52.33 52.35 138,569 141,807 141,856
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Currency Management and Public Debt Management

Public Debt Management

The decline in global energy prices due to the decline
in global demand in the wake of the Covid-19 epidemic has
resulted in double deficits in both the current account and
the financial account. At the same time, the government,
in cooperation with the QCB, announced economic and
financial packages to contain the negative effects of the
outbreak of the epidemic on the local economy.

While the domestic liquidity conditions during 2020
continued to be affected by three traditional factors: (1)
foreign exchange inflows, (2) government spending, (3) the
growth of credit deposits; The zero-repo window that the
QCB allocated in March 2020 also played an important role
in the development of liquidity.

As a result of banks' use of the zero-repo window,
the rise in the “bank claims on local banks” item was an
important factor in increasing both the net domestic assets
of QCB and the monetary base. However, net capital inflows
also played an important role in the soft liquidity conditions
that prevailed during 2020. Given the favorable global
liquidity conditions and favorable interest rates, there were
net capital inflows that were more than the current account
deficit. Thus, despite the sharp decline in the trade balance
due to lower energy and export prices, which led to the
current account deficit, the balance of payments remained
in surplus during 2020.

The resulting accumulation of foreign exchange
reserves of the QCB contributed to the growth of liquidity
and the monetary base. Among these net capital inflows,
non-resident deposits played an important role, as they
continued to grow at a rapid pace. Domestic private
sector deposits also grew, but at a much slower rate than
non-resident deposits. In contrast, public sector deposits
contracted further during 2020. This was partly a reflection
of lower revenues resulting from lower energy and export
prices.

On the other hand, bank credit to the public sector
grew at double-digit rates during 2020. Bank credit to the
private sector increased during 2020, but at a much slower
rate than in the previous year. Also, "credit outside Qatar"
increased slightly. Thus, total bank credit grew during 2020,
albelt at a moderate rate compared to the previous year.
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Currency Management and Public Debt Management

Considering the foregoing, liquidity management
processes at QCB have been implemented, and in
particular, the permanent statutory liquidity has been
adjusted through Treasury bills / bond auctions, and
given the maturity schedules, the goal remains to ensure
comfortable liquidity in the financial system. QCB was
able to manage short-term liquidity through Treasury bills
auctions for various maturity periods (91, 182 and 273
days) during the year 2020.

Table (8-2) shows the issued and due treasury bills
according to the different maturities.

Table (8-2)
Treasury Bills
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T- Bills Issued 10,750
91- day 5,625
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273- day 2,000

T- Bills Matured 11,840
91- day 6,225
182- day 3,925
273- day 1,690

T- Bills Outstanding (Year- End) 3,950

During the year 2020, treasury bills and Islamic
securities with different terms of maturity were issued,
amounting to QR7.2 hillion, while treasury bills worth
QR7.2 billion. Thus, it was neutral in the impact on liquidity
in exchange for pumping one QR billion in liquidity during
the previous year (Table 8-3).

On the other hand, it is noticed that no treasury bonds
were issued, while treasury bonds and Islamic sukuk
matured in the amount of QR 21.3 billion during 2020,
which led to an injection of permanent liquidity of QR 21.3
billion.
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T-Bills T-bonds Total
2017 580 -8,800 -8,220
2018 1090.00 0 1090.00
2019 950 -17,974 -17,024
2020 0 21,325 21,325
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Payment and Settlement System

Payment and Settlement System

Reliable and efficient operation of financial market
infrastructure, that facilitate smooth execution of
payments, is essential for economic growth and stability of
the financial system. Over the years, QCB has implemented
several payment systems to cater to the payment needs of
different segments of society. Moreover, policies targeted
to transform Qatar into a digital economy as envisaged in
the Qatar National Vision-2030 is an ongoing process. This
process received further momentum in 2020, when social
distancing became the new norm due to the covid-19
induced pandemic. Consequently, QCB has taken several
policy initiatives during the year to strengthen the financial
market infrastructure.

The last year has been quite challenging for the
stakeholders in the payments system infrastructure due
to COVID-19 pandemic. Amid this difficult operating
environment, financial institutions operating in Qatar have
managed well the risk management challenges posed by
the first wave of COVID-19 pandemic. In particular, with
active policy support from QCB, financial institutions could
fulfil the sharp increases in demand for electronic payment
options, particularly due to the closure of exchange houses
and reduced working hours of banks. Exchange houses
were directed to provide money transfer services through
online and mobile applications. QCB also issued necessary
instructions to exchange houses to adopt safe and
secure e-KYC procedures for onboarding new customers
without necessitating the public to visit exchange houses.
Considering the increased demand for cashless payments
in the backdrop of COVID-19, QCB has launched a new
retail payment system, “Qatar Mobile Payment System”
(QMP), in April 2020 which provides instant clearing and
settlement of payments and money transfers 24 hours a
day, seven days a week.

A first step towards a broader financial inclusion is
to provide access to a transaction account to all since a
transaction account allows people to store money and
send and receive payments. Reaffirming its commitment to
enhance financial inclusion in Qatar, QCB has advised all
banks in Qatar to provide bank accounts to the domestic
workers without any minimum balance requirements to
receive their salaries. They will also be issued debit cards
free of cost to use in all payment channels such as POS
terminals, ATMs, mobiles etc. Banks were also advised
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Payment and Settlement System

to conduct financial education programs to raise financial
literacy among the workers to ensure safe usage of
electronic payment methods.

As the demand for electronic payments is steadily
growing and is expected to increase substantially during
FIFA World Cup Qatar 2022, QCB has initiated a project
for transforming the retail payment infrastructure in the
country to cope with the increasing demand. The project
aims for building a world class payment infrastructure with
state-of-art technology that facilitates a safe, secure and
efficient payment ecosystem in Qatar.

Another initiative taken by QCB is in the case of Fintech
and related areas. Recognizing the role of FinTech’s and
non-bank payment service providers for the development
of Qatar's economy, several measures have been initiated
by QCB to support the growth of FinTech’s while addressing
the risk posed by them. The initiatives include a regulatory
framework for licensing and overseeing operations of
FinTech’s and a regulatory sandbox that supports FinTech
and other innovators to conduct live experiments in a
controlled environment under the QCB’s supervision. An
exclusive FinTech section was also set up in QCB which
acts as a single window for all FinTech related regulatory
requirements.

Needless to say, ensuring information security and
business continuity arrangements across the financial
market infrastructures is another important function. QCB
has been taking several proactive measures in this area
as the reliability and security of payment and settlement
systems are critical for achieving the financial stability. The
business continuity arrangements are normally planned to
address disruption scenarios that arise out of damages to
the critical assets such as buildings, systems, equipment,
and products or services of the organization. However,
the COVID-19 has demonstrated that outbreaks can also
pose a serious threat to business continuity management.
A major outbreak can limit access to both employees and
work sites, which are the two critical elements for business
recovery. Timely actions from QCB and other national
agencies dealing with pandemic and crisis management
have ensured that the financial market infrastructures in
Qatar remained resilient throughout the year. In 2020, the
payment and settlement systems operated by QCB handled
more than 133 million transactions worth QR. 4.1 trillion
as against 135 million transactions worth QR. 4.3 trillion
processed in 2019 without any major disruption.
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Payment and Settlement System

Retail Payment System

The payment systems that handle the retail
transactions among the banks within the State of Qatar
include Electronic Cheque Clearing System (ECCS), QATCH
that facilitates settlement of bulk direct credit and direct
debit transactions, NAPS (National ATM and Point of
Sale switch) the Electronic Payment Gateway used for
switching and settling of all local and GCC interbank
debit card transactions as well as the newly launched
Mobile Payment System (MPS). As in the previous years,
these systems processed more than 99% of the payment
transactions. While ECCS processed close to 4 million
transactions in 2020, QATCH and NAPS handled 8.8 million
and 120.5 million transactions respectively. The number of
cheque payments through ECCS fell by 11% as compared
to the previous year. The transactions processed by NAPS
also fell by 2.3% as a result of a sharp reduction in ATM
usage. At the same time, QATCH system has registered a
growth rate of 21% over the previous year.

Over the years, there has been a considerable increase
in the use of electronic payment methods for retail
transactions and a decline in paper-based instruments such
as cash and cheques in Qatar. The COVID-19 pandemic
has further accelerated the shift to electronic payments
as consumers and merchants have sought to reduce the
usage of cash and cheque due to health concerns about
handling paper-based instruments. The share of cheque
and ATM transactions to the total transactions processed
by the QCB operated payment systems has seen a sharp
decline from 34% in 2019 to 29% in 2020. The shift has
mostly taken place from ECCS to QATCH and ATM to POS/
QPAY. The seamless support extended by the financial
institutions and the merchants in providing contactless
card payments for in-store and online purchases to the
consumers during the pandemic to avoid cash and contact
with payment terminals also attributed to such large-
scale migration towards electronic payments. In fact, the
volume of e-commerce transactions made through QPAY
channel of NAPS jumped from 2.8 million in 2019 to 7.1
million in 2020 indicating a strong growth in the country’s
e-commerce market.
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Payment and Settlement System

Wholesale Payment System

RTGS is the high-value payments system used by the
approved financial institutions in Qatar to settle their
payment obligations on a real-time gross settlement basis.
During the year, RTGS handled QR. 2.17 billion worth of
transactions, a decline of 14.4% over the previous year. The
decline in value attributes mainly to the reduced economic
activities, particularly in the second quarter of the year, as
an aftermath of the COVID-19 pandemic. Regarding 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 entire
year. Overall, the QMR deposits and loan transactions
settled in the payment system indicate that the banking
system had adequate liquidity during the year.

Clearing and Settlement System

The clearing and settlement of payment obligations
among financial institutions in a safe and timely manner is
an essential requirement to maintain the financial stability
of acountry. Clearing and settlement systems are, therefore,
designed and operated in such a way that they control
risk to the financial system. The clearing and settlement
system operated by QCB handles gross settlement of
RTGS transactions, large value cheque transactions and
the net settlement of retail transactions such as low-
value cheque transactions, transactions through ATMs,
Point of Sale (POS), QPAY and QATCH. One of the key
requirements for the smooth functioning of payments and
settlement systems is availability of adequate liquidity
with the participants. During the clearing and settlement
process, it is possible that the liquidity position of one
or more participants turns negative, in which case QCB
makes available the necessary credit on an intraday basis.
However, the requirement of intraday credit (IDC) by the
banks on a frequent basis indicates the liquidity stress on
the payment system. The number of times IDC extended
to the member banks and the total amount provided in
relation to total payments settled in the system are good
indicators of liquidity stress. 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. In total, during 2020, approximately only 9.2% of
the payments were settled using IDC as against 11.5%
in 2019. Moreover, in 2020, banks availed net IDC only in
1063 occasions as compared to 1616 occasions in 2019.
This points out that the clearing and settlement system had
comparatively less liquidity stress during the year.
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QCB Information Security

QCB Information Security

The year 2020 has been a year of development for the
QCB Information Security department as it continued its
development on the initial plan started in Q2 2019. Its main
objectives had been driven from Qatar vision 2030 and the
Second financial strategy 2017 — 2022.

QCB Information Security Department's scope is to
oversee the security of the financial sector. In that area,
QCB has been able to identify and remediate multiple
security risks while engaging with the sector via the regular
Banking Security Group meetings.

Globally the Covid-19 Pandemic forced organizations
to reorganize and prioritize some of the work streams
and creating new ones. By employing proactive measures
such as a reinforced security monitoring practices, the
anticipation of the cyber threats, and the development
of new security measures in a short time span, both QCB
ISD and the financial sector were able to overcome this
challenge.

Information Security Governance in 2020

The Information security department developed the
foundational governance documentation and processes
that support the QCB information security program and
related strategies. Following the policies, the ISD also
published the Information Security Standard Framework
that includes all the security controls and best practices.
Additionally, multiple security procedures complemented
the documentation while supporting the implementation of
the key processes.

In the early year 2020, QCB embarked on an ambitious
plan to enable Fintech companies to operate in Qatar in a
safe and controlled environment. While the evaluation is
a key important aspect of addressing cyber security risks
in the Fintech companies, ISD developed also a dedicated
cyber security regulation for Fintech, which is currently
undergoing final review.
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QCB Information Security

Guidelines and Circulars

In order to ensure a robust legal and regulatory
framework, QCB issued a set of Cybersecurity guidelines and
circulars to ensure the adoption of effective cybersecurity
governance as well proper technical measures as a
response to the implications of the COVID-19 pandemic.
For example, the ISD has issued the Security Principles
for the eKYC, which enables Exchange Houses to onboard
customer through electronic means.

Information and Cyber Security Support for
the Financial Sector

The central bank is operating independently in its
capacity as a regulator and advisor; hence, it defines the
rules and requirements for ensuring the stability of the
financial sector. The year 2020 has seen an increase in the
interactions between QCB and its regulated entities since
the global pandemics pushed the sector to redefine some of
its practice. The number of official requests for outsourcing
rose to more than 30%, with multiple demands to deploy
e-services. The Banking Security Group (BSG) meeting has
continued its mission to act as a dedicated information
security forum within the banking sector.

Risk Indicators

The key risk indicators of the financial sector have
shown some increases in the overall number of security
events in the banking sector compared to the year 2019.

Chart (10-1)
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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. This helps in
preventing security attacks, consequently avoiding costly
reactive actions and subsequent cleanup measures.

Security Monitoring and Incident Response

In conjunction with the proactive measures and
strategies implemented, 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.

In addition, the earlier established collaboration with
MOl and Q-CERT has been utilized to exchange the latest
security advisories and patch recommendations. This
has facilitated the efforts of the Information Security
department enabling the effective collaboration to share
critical information to minimize the potential impact of any
threat.

The most prominent threat actors led multiple
campaigns across the financial sector, the majority of
advisories were related to targeted campaigns. The second
most prominent security events were dedicated to covering
serious vulnerabilities across different platforms.

Chart (10-2)
Security Risk Events Evolution Quarter to
Quarter
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Financial Statement of QCB

Introduction

The financial statement of QCB reflects its role in
the economy while pursuing its assigned functions. The
statement provides the key monetary developments during
the year and their impact on QCB's assets and liabilities,
which at the end of 2020 stood at QR 263.2 billion, which
is higher than the end of 2019.

The remainder of this chapter briefly describes some
of the important developments in the assets and liabilities
of QCB during 2020 and how they got reflected in the
international reserves (assets) of QCB and on reserve
money (liabilities).

Table (11-1)
Financial Statement of Qatar Central Bank
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Financial Statement of QCB

Assets

As mentioned above, the total assets of QCB at the end
of 2020 increased to reach QR 263.2 billion from that of
QR 233.1 hillion at the end of 2019 (Table 11-1). A major
portion of these net foreign assets was deployed in the
form of investment in foreign securities, which increased
by 11.9% to QR 89.8 billion at the end of 2020 as compared
with an increase of 46.4% during 2019. As a result, the
largest component of QCB's assets at the end of 2020 is
Foreign Securities by 34.12% of total assets.

QCB's balances with foreign banks also decreased by
19% to QR 44.3 billion at the end of 2020 from QR 54.7
billion at the end of 2019.

However, during the same period, the value of
investment in gold rose by 67.9% to QR 12.6 billion from
QR 7.5 billion. On the other hand, SDR deposits increased
to reach QR 1.45 billion.

The domestic assets in the form of balances with local
banks during 2020 rebounded from the sharp contraction
witnessed during 2019 due of the economic support
packages provided by the government. These balances
increased by 17.7 % to QR 76.8 billion at the end of 2020
from QR 65.3billion at the end of 2019.

Other domestic assets increased by 59.2% to QR 38.3
billion at the end of 2020.

With accumulation of significant foreign exchange
reserves by QCB during 2020, the international reserve
adequacy indictors at the end of 2020 declined from the
already comfortable level at the end of 2019.

The international reserve to currency issued ratio of
565.8% at the end of 2020 was almost about 6 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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Financial Statement of QCB

Table (11-2)
Indicators of Reserve Adequacy of QCB

QR Million
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QCB's International Reserves (Net) 115,132 53,903 110,496 144,304 148,636 (oole) Al KRR RAY
Currency Issued 16,184 16,540 16,216 16,404 26,271 gaall sz
Monetary Base (M0) 54988 62,771 82,866 72057 101216 (-p) Bzl sacLal
Reserves Coverage Ratio of I Obdolis Y Adasi
Currency Issued (%) 711.4 325.9 681.4 879.7 565.8 () suall szl
Monetary Base (%) 209.4 85.9 133.3 200.3 146.9 () 3azill sacla!l

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),
OMR 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 (M0) (Table 11-3).

wbglholl uila

ooly o okl JS (S35 b aune cilsllas (05S

4}5).1.\ el e gt ddsdl Woidl suus iy nbdolosYly JUI
oIl ALVl ‘L_,.AI}J}H ‘:,LL_‘::.}H) RN ‘_,JLp.l K e
Léjla.zJ\ Jadl Bguu Cj"’” (Hgdl g A lasY 30w )Y (Kils
O uadd] albiglatl oS0 (biglall oda (o crag . yduall uEilly
E\‘Jﬁ ) ) ot Adlea Y cldo Lo Y Baus iy auall aadl
Laa (i gl”} “:g).laﬂl aadl é}u ébﬁj ;L_.;)S).“ )Jaﬁ JJ.AA.A
() Baadl suclall of AblosVl spadl of 343l ddle soadl

(Y)Y Joas)
Table (11-3) (P—11y a8y Jgan
Components of Reserve Money dunlinVl agaUl caligao
QR Million  (gpnd Juy U(;_LLO
Hlgi @iLat wpo ) | Bolgl @SLaN o | Change
VA T s Oled!
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(2) Total Reserves 42,435.2 50,561.3 8,126.1 19.1 Sldolis ¥ e (Y)
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Financial Statement of QCB

During 2020, reserve money increased by 40.5% to
QR101.2 billion at the end of 2020 from QR 72.1 billion
at the end of 2019. On a month-on-month basis, growth
in reserve money developed in four months of 2020 viz.
March, April, November and December. While January,
February, May and June it drops sharply. In July there was
a slight rise and then declined again in September and
Octaober (Chart 11-1).

Chart (11-1)
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The increase in reserve money during 2020 was
entirely accounted by rise 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 2020. Net
QMR deposits increased by 84.5% to QR 24.4 billion at the
end of 2020 from QR 13.2 hillion at the end of 2019. On
the other hand, excess reserves of banks raised by 106.4%
to QR 10.3 billion at the end of 2020 from QR 5 hillion at
the end of 2019. By contrast, required reserves grew by
7.5% to QR 40.3 billion, as total deposits of banks grew.
Currency issued grew sharply by 60.1% to QR 26.3 billion
from QR 16.4 billion due to the new issuance of the Qatari
bank notes. (Table 11-3).

The groth in reserve money was driven by rise in net
domestic assets (NDA). NDA contracted by QR 24.9 billion
during 2020. By contrast, NFA increased by QR 4.3 billion
(Chart 11-2).
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Annex

The Second Financial Sector Regulatory
Strategy (2017-2022)

The Qatar Central Bank (QCB) continues with the
supervisory and regulatory authorities of the financial
sector in the State of Qatar to implement the second
strategic plan to regulate the financial sector (2017-
2022). The strategy aims to create a regulatory framework
that promotes inclusive and sustainable growth. It also
encourages the development of financial innovation and
financial technology in parallel with the preservation
of cybersecurity. The strategy stresses the importance
of continuing to nurture and develop human capital to
contribute to building a knowledge-based economy in
the State of Qatar. In this issue of the annual report, this
section presents the most important achievements made by
the QCB in the second financial sector regulation strategy
(2017-2022) in light of the economic, financial and human
challenges and impacts that the world witnessed in 2020
AD due to the outbreak of the Covid-19 pandemic. The
QCB and the supervisory authorities of the financial sector
continued; The Financial Markets Authority and the Qatar
Financial Centre Regulatory Authority implemented their
strategic projects during the year 2020 and accelerated a
several of them, which effectively contributed to facing the
emerging challenges in the financial and banking sector
following the global pandemic. The following is a review of
the most important achievements made in 2020:

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

In 2020, QCB presented a package of draft laws that
encourage the private sector and provide an environment
conducive to growth, and among the most prominent
achievements in this regard are the organization and
development of the insurance sector business in the State
of Qatar by reviewing and updating the legislation in force
and introducing the necessary legislation in accordance
with international standards in insurance oversight. This
helped in developing the insurance sector, enhancing its
contribution to the GDP, and providing necessary protection
for insurance policy holders. Qatari insurance companies
have proven their worth and distinction, especially in the
field of Islamic finance and adherence to the principles of
Islamic law.
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Annex

Given that Islamic banks in the State of Qatar contribute
to the development of the local economy and constitute a
strong banking entity that is compatible with the provisions
of Islamic law at the local and regional levels; Therefore,
the QCB is in the process of preparing unified Sharia
standards for Islamic financial institutions for various
Islamic products and services, which contributed to the
standardization of concepts, discipline of the local market
and standardization of concepts Islamic Finance.

The QCB, in coordination with the financial sector
supervisors, continues efforts to combat money laundering
and terrorist financing, and this was evident in the progress
of the State of Qatar in the Basel Anti-Money Laundering
Index, as it ranked 39 in 2020 instead of 77 in 2019. To
support international cooperation and coordination,
the QCB called in 2020 to a conference to discuss the
challenges of compliance and combating financial crimes
under the auspices of the Qatar Central Bank and with the
participation of a group of senior specialists in the field
of financial crimes and combating money laundering and
terrorist financing from various countries of the world, in
order to unify efforts to confront these financial crimes and
ways to update forms to combat them.

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

One of the most important goals that the QCB
seeks in the framework of developing the financial and
banking markets and promoting financial innovation is
to strengthen the payment infrastructure and support
the development of modern payment services. Payment
and settlement systems are considered necessary for
the continuation of financial operations and commercial
transactions, especially considering the outbreak of the
epidemic. The bank has taken a package of precautionary
measures to confront the risks of the emerging corona virus
in the financial and banking sector, as the completion of
several important projects has been accelerated in 2020.
This resulted in facilitating the processes of receiving
payments, transferring salaries and other commercial
purposes, especially after the closure measures that were
taken as part of the precautionary measures to limit the
spread of the Covid-19 virus. The high demand for digital
services and products and competition in the ICT sector has
led to the widespread growth of payments and financial
technology in the world in general and in the MENA region.
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The bank launched the Qatar Payment System (QMP),
which provides a new and secure method for instant
electronic payment in accordance with international best
practices in the field of mobile payment services. The
system also enables the opening of electronic wallets
for all groups of users in society, which contributes to
enhancing financial inclusion in the country. To facilitate
fastand secure payments, QCB issued unified specifications
and standards for the Quick Response Code (QR Code),
which enables users to make payments by scanning the
response code on a mobile phone. In addition, the Know
Your Customer (E-KYC) system was implemented when
registering a new customer for the first time electronically,
and the potential for cyber-attacks increased at the same
time. On the financial innovation front, a fintech strategy
was finalized and started to be implemented.

The Third Strategic Goal: Maintaining the
Integrity and Trust in the Financial System

Cyber risks represent a challenge to the financial sector
at the global level, and cyber risks have increased further
after the outbreak of the Covid-19 epidemic. In the context
of cybersecurity for the financial and banking sector in the
State of Qatar, the necessary policies were developed to
enhance cybersecurity during the Corona pandemic and
the security level of financial technology was strengthened
to facilitate conducting financial operations to reduce
the commission of crimes related to services, business
and financial activities and to enhance confidence in the
financial system and the defence capacity to stabilize the
financial environment in The state. The bank continues
closely with all components of the financial and banking
sector to ensure the promotion of precautionary awareness
and procedures to ensure cybersecurity and a proactive
response to cyber-attacks in the financial sector..

The Fourth Strategic Goal: Enhancing
Financial Inclusion and Financial Education

Promoting financial inclusion, spreading financial
literacy and culture, is at the core of this strategic objective.
This is achieved through measures that allow access to
finance, and the promotion of financial education, which
strikes a balance between supply and demand factors.

Bagan Al HBsy gitly pdull Hlad allas CBpall ol
o2 Allall clialall Jumdd Ly (g sall g BIY poall diay
Alaill IS5 (e S LeS . gt il yue gl clans e
Les qaimll 2 Gredieioad) ool 28lST 309,K0) dadlns i
2l oldae Jugeady - adgudl o I Joaddl ju5e5 2 @alay
FﬂE»ﬁijaw‘ydﬂl\)mi‘:A.Labau__).‘.ubjmg
Sk oo gaall ALl (e craniiall (S ] Blannl
@l ) ALVl Jlgandl Cailgll IO (e Bolomiaa¥) o) peus
ol Jreadl Jumes e "Lig ) cllise Copel” allsd Galas
s 2 Byl Lo gl Blatind B3l ge < Liig S0 50 ¥
el 2 ey AU Lo o163

dalji gle @adlaoll EJUI gl sl Gl
@ a8 ilg glloll ola il

sl Gle AU pllaall Lusd 355,V HLlall fies
sl il sy ST IS 359,501 Ll csly G ALl
Garally GIUI plhaall Syl el Ll s VA S
el Y1 5u3ail 2 bl ping @5 ¢ pad Al o
LU L ol il eVl (ggcall uyad @5 LeS clig S amila <L
Lalal] @Syl GIST)) ezl AU clieall slyn] Jrgedd
U alaill 5 3231 5anty AU Al ii¥ly JleeVly cilanilly
Byl Jaolsag AT gdl B AU Al 5y Buelaull 3,03l
3233 Olesal Gayually UL plasll cilisSa 2018 pe 389 S
Aalnly 3l a3l Bialall ol 2 ¥y 311 e sl
AU gladll B Ao prnall cilazgll b=t

wloJl Jgouidl juj=i :&uldl gyl Gamll

" " lloll il
oo 8 AU ealanlly 38LE1 520y IUI Jsadd] a5 o
Gl el IS e el Bamy ool i) gl L
Ol 3ams Leo MU caniidl Gupats  Jugaid) Al SLadl e
La®Y 39 oy Caughl 12 azmyy - cllally (o yall Jalse o
AusladVl o33 Sl el al LIl e any e laia Yl

133 Forty Fourth Annual Report 2020

e ygeyVlg Il ggiul pyaill



Annex

This goal combines economic and social impact, and thus
supports the goals of the economic and social pillars of
Qatar National Vision 2030. One of the most important
projects within the framework of this goal is developing
a strategy for financial inclusion and education in Qatar,
in cooperation with the relevant authorities, agencies
and ministries in the country. The financial inclusion and
education strategy has been developed and prepared for
its implementation. Due to the outbreak of the Covid-19
epidemic, some projects were accelerated, which led to
the facilitation of secure electronic transactions, which in
turn strengthened financial inclusion and education, which
was reflected in the increase in the number of successful
transactions in the payment gateway (QPAY).

The Fifth Strategic Goal: Human Capital
Development

To achieve the Qatar National Vision 2030 to develop
the quality of professional workers in the financial and
banking system in the country, the QCB cooperated with
international bodies, including the University of (HEC Paris).
In addition, QCB launched the first library for high-level
training via the Internet, and therefore this library includes
training courses that are in line with the QCB's goals in
developing human capital, and this has contributed to the
continuation of development and training considering the
outbreak of the Corona pandemic. In addition, several the
QCB’s employees have been graduated with academic
degrees as part of a plan to encourage learning and obtain
professional certificates. The QCB has an ongoing program
for social responsibility that includes effective support for
the academic sector in the State of Qatar to achieve the
goal of encouraging work in the financial sector. Which, in
turn, ensures the continuity of developing future national
leaderships in the financial sector.
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Policy Developments

The decline in global energy prices due to the decline
in global demand in the wake of the Covid-19 epidemic has
resulted in double deficits in both the current account and
the financial account. At the same time, the government and
the Qatar Central Bank ) QCB) announced macroeconomic
and financial packages to contain the negative effects of the
outbreak of the epidemic on the local economy. However,
as a global phenomenon that swept most economies and
due to the economic closure and precautionary measures
resulting from the outbreak of the epidemic, the local
economy contracted during the year 2020. The contraction
in Qatar's consumer price index also continued during the
year 2020 due to many local and external factors, and the
outbreak exacerbated this decline.

The objectives of the QCB during 2020 continued to
maintain the exchange rate pegged to the US dollar to
ensure monetary and financial stability. The bank provided
liquidity support to the banking sector, through its various
tools, to support credit growth. While the domestic
liquidity conditions during 2020 continued to be affected
by three traditional factors: (1) foreign exchange inflows,
(2) government spending, (3) the growth of credit deposits;
The zero-repo window that the QCB allocated in March
2020 also played an important role in the development
of liquidity. However, net capital inflows also played an
important role in the soft liquidity conditions that prevailed
during 2020. Given the favorable global liquidity conditions
and favorable interest rates, there were net capital inflows
that were more than the current account deficit. Thus,
despite the sharp decline in the trade balance due to lower
energy and export prices, which led to the current account
deficit, the balance of payments remained in surplus during
2020. The resulting accumulation of foreign exchange
reserves of the QCB contributed to the growth of liquidity
and the monetary base. Among these net capital inflows,
non-resident deposits played an important role, as they
continued to grow at a rapid pace. Domestic private sector
deposits also grew, but at a much slower rate than non-
resident deposits. On the other hand, bank credit to the
public sector grew at double-digit rates during 2020. Bank
credit to the private sector increased during 2020, but at
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a much slower rate than in the previous year. Thus, total
bank credit grew during 2020, albeit at a moderate rate
compared to the previous year.

In addition, the QCB, in cooperation with various
authorities in the country and in order to face the
repercussions of the spread of the Covid-19 epidemic,
took immediate measures to maintain the health, strength
and continuity of the financial sector in accordance with
the rules of sound banking and financial work, and to
preserve the sustainability of companies, especially
small and medium companies, in addition to protecting
individuals from the risks of their default And their ability
to repay, in order to preserve their credit rating, as a set of
precautionary measures and measures have been issued,
including these measures:

e Providing an economic support package of QR 75 billion,
with the aim of providing the necessary support for the
Qatari economy to confront the Covid-19 pandemic

e Assigning guarantees to local banks to provide soft loans
to affected small and medium-sized companies to help
them pay salaries and rents (the National Guarantee
Program to support the private sector).

e (Obliging banks operating in the country to postpone
outstanding loan instalments and interest for the
affected sectors.

e Requiring all banks operating in the country to review
and activate business continuity plans and evaluate
them with potential business risks according to the
stages of the epidemic.

e The QCB has formed a committee to follow up measures
to limit the spread of Coronavirus to communicate with
financial institutions operating in the country to follow
up and evaluate all recommendations and measures
issued by the QCB and address the obstacles that
prevent their implementation.

e The QCB has cancelled the fees imposed on POS and
ATM withdrawal fees.
e The bank has cancelled all commissions and fees for

using payment systems between money changers and
banks operating in the country.
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e The QCB, especially during the peak period of the disease,
issued circulars to banks operating in the State of Qatar
to enhance customer banking services via the Internet,
in order to avoid customers visiting branches while
ensuring business continuity.

e The bank has instructed all banks operating in the
country not to recalculate or assess the depreciation
of the assets of individuals and companies provided as
guarantees upon their request to grant new facilities or
even renew them, until September 2020.

The QCB also continued to monitor global developments,
including low interest rates in the United States (which the
Riyal is linked to its currency), and its need to enhance its
capabilities to cope with negative impacts on the local
economy. Accordingly, the QCB changed its stance on
monetary policy, and the following are the most important
monetary policy measures taken during the year:

1- After the US Federal Reserve decided to sharply cut the
target federal interest rate to a level close to zero to
counter the impact of the Covid-19 epidemic, and taking
into account the local macroeconomic conditions, the
Qatar Central Bank reduced all its official interest rates,
which are the deposit interest rate on operations Qatari
money market, the lending interest rate on Qatari
money market operations and the repo repurchase rate
twice during the month of March 2020.

A. Accordingly, the deposit interest rate was reduced
by 50 basis points to the level of 1.0%.

B. The lending interest rate has been reduced by 75
basis points to the level of 2.50%.

C. The repo rate has been lowered by 50 basis points to
the 1.0% level.

D. The reserve requirement ratio has remained at the
same level of 4.5% since April 2017.

2- Allocating a repurchase window (repo) in an amount
of QR 50 hillion, at a zero rate, for the purposes of
providing liquidity to banks, to be used to postpone loan
installments or grant new loans.

galo

Shaols iyl SLE 3553 3y M Tagisds Cayeall ala @
A yuall clenidl jujam Had 3oy o Alelall clgill cpalas
e 200 edhaall 5Ly ) vy oYl e edlasll

poay ol B alalall o) puend dmgills Bpuall s @

S ot Jso¥) Aad (olanil @ed ol olas salel

ugi gl mie egulls wie bleaS dauall @IS, il
YV iyl i g Ladgasd i

Adlad) @lyslaill Adlye @3S Had Bpas Juoly LS
A1) sasall LVl B 5.6l e¥aae (olasil elld Lo Le
dxlse Gle GLud 5opa8 Gl dialay (letdeny JLpl daii
yuall jud (el Lag . sl slaid¥l ) daded! B s
@l Yl ol b Lady 4_’.\.a.d\ Loalaeally Goll ddBga 558,
CEEUN [ Y ENPCIVES L[ - V3 [ D WO L PO

e iy Saya¥l gl Cllas ¥l Galze 53 da -)
a® Ggian | sla ISy Caagiadl it saslall
Blelye oy N A-adsS clyy s S50 Agalsl ol e
G 3ad (ayne (id o] A 2plataYl (g, ball
e ¥l 508l ja oy dew)ll GGl lan pues
sle Gl B 50l yau gyl gudil Goudl clile
Otipe sl syl bolel yamy g ladll gadill Goudl wilidee
VY pusle el P

TN Gs

ookl Aazi VO yluGa (ol ;8N 316l e paust & Lo
VAK g_gjru.uﬁujl

[x

Aazi 0+ Hludes guyll el il 3ale] 3005l jaw (adnI @3 .
TN Gsa ) el

i

B Ll sie (ot e el Glalas ¥l 2 cdls .
.Y~\VJ_U_..TA.L4%2,0

slide Hguas 53484 C.Lm_\ (}u”)) el yds Balel 300l yainazd Y
P pediad ol Aol jiogs (o), 2 Lyhes Aol
N-NENES Mj}éfwﬁiuaﬁ}u‘ Dolodl J._otv

137 Forty Fourth Annual Report 2020

e ygeyVlg Il ggiul pyaill



Annex gnlo

Main Economic Indicators Aalaisyl il all aal

QR Million gpns JUyyglo

Population (Estimated Mid -Year) 2760170 2799202 2794148 (pled) Caniie @l yad) HlSeadl sae
Production & Prices Dlau¥lg ZLOY
GDP 667,339 640,049 532,898 g—\-"-l‘ bl g—'L‘*“‘
Growth Rate (%) 13.8 L U (%) saill Joan
Real GDP Growth Rate (%) 12 e 37 (1) Gasimdl saidl Joas
(l\goi?ing and Quarrying Activities Share 39.0 359 28.7 bl Ity ppaail liad 3_1(47)
Growth Rate (%) S ol 54 (%) seill Jotae
Real Growth Rate (%) s gl 21 (1) sl saill Jaas
Non Mining and Quarrying Activities 61.0 64.1 71.3 . oy aed

Share (%) (7) Gudaail yud Al siY) §lI3 das
Growth Rate (%) 5.2 08 74 (%) 5ol Jans
Real Growth Rate (%) L L e (%) it saill Jins
GDP Per Capita (QR Thousand) e 87 07 Ao ¥l ol il e A{j\; t:j;
CPI- Inflation (%) 0.34 0.8 27 () el Joraa
Public Finance dalad) Al
Total Revenues 207,915 214,749 171,186 Faladl il ¥l Ilen]
Total Expenditures 192,836 208,419 182,454 Laladl claadtl Iles|
Deficit or Surplus 15,079 6,330 -11,268 oR5Lall o7 jemadl
Deficit or Surplus / GDP (%) 2.3 1.0 -2.] (£) Il V1 ol 3L/ 5Lal1 5 jomall
Balance of Payments Ole gaut | O30
Trade Balance 185,572 151,355 98,779 el
Exports (FOB) 306,810 265,483 187,474 (292) @l yalall
Imports (FOB) -121,238 -114,128 -88,695 (w52) claylsll
Current Account (CA) 60,614 15,506 -13,167 okl Gl dn
CA/GDP (%) 91 24 25 A=l /gl %mm{
Capital & Financial Account 1,035 21,733 19,757 (S (P | PO N (P DO |
Overall Balance 57,716 34,143 1,865 Olpeld SSIN st
* Revised Estimates Alaas iy *
** Preliminary Estimates. Ayl iz * *

Forty Fourth Annual Report 2020

M ggeydlg @il gginliysil 138



Annex

Main Economic Indicators

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
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5.00
2.50

4.50
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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

849,149
367,847
964,192

646,708

-298,362

240,144
538,506

155,421
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174 (/) sl Joras
599,887 (Ya) 4aill ope
3.8 (/) 5ol Jaas
-254,636 el eilygagll gg,\_m
854,523 dddl ailygasdl Bl
675,143 (Ya) 4aill yompe
34 (/) sl Joras
G plad Bpas

101,216 (p) Adoloadl 59zl
147,705 Lol culsgagld ool
149,051 Loiayl @lagagld
1,346 ET PG FEN PN TN

(4) Grlaal SUa Bgeud 34510 pac

1.00 gl

250 o=ly3|
1.00 () 32l yace
4.50 S P I B B WO
Ayylanidl gl
905,508 Shasll Alea]
397,061 Lol gyl
1,053,285 Al Gl lea]
700,413 ORI P
-402,341 Ll syl alis
232,680 Lol cilsgagll
635,021 EP P EN PN TN
164,845 JU Gl elilas

139 Forty Fourth Annual Report 2020

e ygeyVlg Il ggiul pyaill



Annex anlo

Forty Fourth Annual Report 2020 I ygeyVigidhggindiail 140



Annex

Qatar Economic Outlook

In the middle of a global economic contraction due to
the outbreak of Covid-19, Qatari economy too contracted
in 2020. Despite this contraction in real GDP against an
expansion in the preceding year, the economic outlook
for 2021, however, remains significantly positive.
Favourable movements in global oil prices, growing
natural gas production, restoration of economic activities
as the Covid-19 vaccine rolls out across the globe and the
removal of the fiscal strain due to the removal of economic
blockade in January 2021 are likely to provide an overall
macroeconomic stability in 2021.

In 2020, GDP at current prices decreased by 16.7%,
reflecting significantly low gains from oil exports. This
was due to the sharp fall in global oil demand and prices
primarily caused by Covid-19 mitigation measures that
restricted travel and transport, and the price war within
OPEC+ happening simultaneously. QOil prices, however,
improved significantly by the end of 2020 on account of
market expectations that OPEC+ will delay its previously
planned output increases in January 2021 and news
related to the efficacy of several COVID-19 vaccines across
the globe. Thus, going forward, crude oil prices are likely
to continue improving, aided by OPEC+ decision to cut
production and expected higher demand post-pandemic,
which would provide a boost to domestic GDP growth.

In the GCC region, Qatar was the least affected
among GCC economies by the pandemic that has led to an
unprecedented contraction in economic activities globally
in 2020. As per the latest estimate of the IMF, Qatar’s
GDP contracted the least in the GCC region in 2020 and
forecast a robust growth in 2021. The recovery, however, is
contingent on containment of the pandemic, stabilisation in
oil prices and no further escalation of geopolitical tensions,
which the recent developments indicate all on the upside.
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During 2020, construction sector contracted due to
the disruption caused by the pandemic, low global fuel
demand and the continued economic blockade against
Qatar. Many major projects related to FIFA 2022, which are
in advanced stage or under completion, also contributed to
the slowdown in construction. However, lifting of economic
blockade in January 2021 and North Field expansion would
provide a fillip and boost to the construction sector during
the construction phase and beyond. Similarly, some other
sectors such as electricity would also get a boost given the
estimated power requirement in the project.

CPI has continued to be in deflation for the second
consecutive year, with the pandemic deepening it further
during 2020. However, with stable global food prices,
supplemented by the availability of more local food
products in the market, food prices remained stable. In
2021, CPI' is likely to come out of deflation with impact of
the pandemic fading and normalisation of prices, combined
with base-effect playing out from 02-2021.

Fiscal position deteriorated sharply in 2020 following
fall in oil revenues. Though the budget for 2021 has
envisaged a further deterioration, it assumed a much lower
average global oil price than prevailing currently. As the
current trend suggests that oil prices would likely continue
their upward trend, the outlook on fiscal position in 2021
is now a much more optimistic one than envisaged earlier.

Similarly, current account balance, which turned to
a deficit in 2020, is likely to return to its surplus position
again in 2021. Already, Q4-2020 recorded a mild current
account surplus, and the traditional trade surplus has been
continuously on an upward trend since 03-2020 with the
recovery in global demand and prices for energy. Thus,
there is likely to be a substantial current account surplus
during 2021.

However, in the short-term, downside risks to domestic
growth may emerge if new strains of virus trigger
unexpected tighter restrictions and slow down the global
economic activity.
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On balance, economic outlook for 2021 is positive, as
against the contraction in real GDP by 3.7% in 2020. The
Planning and Statistics Autharity and multilateral agencies
such as the IMF share this optimism about Qatar's economic
outlook, which all project a real GDP growth of above 2.0%
during 2021.
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