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Foreword by HE the Governor

Qatar Central Bank is pleased to issue its Forty-Fifth
annual report, which briefly discusses the most important
economic and financial developments in Qatar economy
during 2021. 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 year 2021 witnessed a strong recovery of the global
economy from the downturn experienced in the previous
year because of the receding of the Covid-19 epidemic
after the gradual launch of vaccines. This was reflected
-with rise in oil and gas prices in international market-
positively on the domestic economy. The real GDP grew
by 1.5% compared to a 3.6% contraction in the previous
year, while the nominal GDP grew by 24.3% compared to a
decline of 17.9% in 2020.

On the fiscal front; despite the increase in expenditures
during 2021 by 5.3% compared to the previous year, the
significant improvement in revenues, which grew by
13.2%, led to the public budget witnessing a surplus of
QR1.8 billion, compared to a deficit of QR11.3 billion in
2020. Also, the current account improved to achieve a
surplus of QR95.7 billion, compared to a deficit of QR10.9
billion in the previous year.

As for the monetary aspect, the QCB monetary
framewaork continued to peg the exchange rate of the Qatari
riyal to the US dollar to ensure monetary and financial
stability. During 2021, 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 extended the
facilities for the zero interest repurchase window, which
it started in March of the previous year. As a result, the
primary liquidity and monetary base remained amazingly
comfortable.

The second partof the reportdescribes the developments
in 2021 in the management of liquidity and monetary policy
and their impact on the financial markets of the country, as
well as the management of cash and public debt, and also
the regulatory instructions issued by QCB during the year,
especially with regard to banks, insurance companies,
as well as combating money laundering and terrorism
financing, and the QCB's work to maintain the monetary
and financial stability in the State.
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QCB has the honour to raise deepest thanks and
appreciation to His Highness Sheikh Tamim Bin Hamad Al
Thani, the Emir of Qatar, and to HH Sheikh Abdullah hin
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 expanded during 2021 helped by
economic unlocking and global economic recovery owing
to progressive vaccine rollout, both domestically and
globally. Consequently, global demand for energy rose, and
combined with supply constraints, oil prices rose sharply,
just in contrast to the large slump in 2020. Thus, nominal
GDP in 2021 increased by 24.3% as against the contraction
by 17.9% during 2020. However, real GDP expanded by
1.5% as against the contraction by 3.6% during 2020.

While the oil sector contracted marginally in real
terms, the non-oil sector expanded during 2021, implying
that real GDP growth was entirely driven by non-oil sector.
The expansion in non-oil sector was led by components
such as ‘Accommodation & Food Services” “Construction”,
“Manufacturing”, "Wholesale & Retail Trade” and Transport
& Storage”. Much of the growth took place in the second
half of 2021.

CPl came out of deflation in April 2021, and recorded an
overall average inflation of 2.3% in 2021, driven by factors
such as high commodity prices, supply chain disruptions
and rise in aggregate demand, among others. Sectors
which primarily drove the inflation were “Transport,”
“Recreation & Culture” and “Food & Beverages”.

Fiscal position of the government improved significantly
along with the steep rise in energy prices, which led to a
marked increase in revenue. Thus, despite the increase in
total expenditure, a budget surplus of QR 1.8 billion was
recorded during 2021, as against a budget deficit of QR
11.3 hillion during 2020.

The same rise in demand and prices for energy hugely
boosted merchandised exports and led to trade and current
account surpluses which were much higher than pre-
pandemic levels. There was a current account surplus of
QR 95.7 billion (14.6% of GDP) during 2021, as against a
deficit of QR 10.9 hillion (2.1% of GDP) recorded during
2020.

On the other hand, there were large net capital outflows
in 2021, primarily due to the component ‘other investment’
turning into large outflows from the large inflows in
2020. However, due to the large current account surplus,
there was an overall balance of payments surplus during
2021. QCB, thus, continued to further accumulate foreign
exchange reserves during 2021.
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Liquidity conditions in terms of primary liquidity in
the banking system during 2021 remained comfortable
at around the level of 2020 when it rose steeply. The
special zero rate repo introduced to inject liquidity in the
banking system for the purpose of postponement of loan
installments and provide concessional loans was continued
during 2021. This facility continued to play a major role in
the comfortable primary liquidity position in the banking
system, besides sustained availability of easy liquidity
from abroad. However, T-bills operations during 2021 were
liquidity neutral as fresh issuances matched the matured
amounts.

Monetary and liquidity conditions thus remained at
an elevated level as the concerted attempt was to keep
them easy given the domestic economic situations under
the pandemic. Thus, reserve money remained at a slightly
higher level than the elevated level of 2020 when it rose
sharply primarily due to increase in net domestic assets.

The overall liquidity as represented by broad money
supply (M2), however, increased only moderately during
2021. Because, increase in demand deposits and foreign
currency deposits were to a large extent offset by
contraction in currency in circulation and time deposits.
While public sector deposits grew at a significant pace,
partly reflecting improved revenue, private sector deposits
grew only marginally during 2021.

Bank credit to public sector in 2021 increased at a
reasonable pace, primarily driven by government
institutions.  Bank credit to private sector increased

by close to double digits led by “industry”, “Services”,
“Contractors” and “General Trade”.

As with the US Federal Reserve which kept its policy
rate constant, QCB kept all its policy rates unchanged during
2021. While maintaining the currency peg remained the
main aim of QCB’s monetary policy actions, as mentioned
above, zero rate repo was continued to ensure adequate
liquidity and credit flow in the economy.

During 2021, QCB took several measures with regard
to regulations, financial stability, currency management,
payment system and information security, which among
others, included:
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Issued guidelines/instructions to banks on
implementing targeted financial sanctions related to
preventing the financing of terrorism, on prohibition of
monopolistic practices in banks’ contracts with money
transfer operations, on controls and procedures to curb
electronic fraud and on the security controls for electronic
know-your-customer (E-KYC) procedures.

Further, finance companies have been prohibited
from accepting residential real estate as security, while
insurance companies were instructed on the necessity
of using Arabic language in all correspondence with the
bank. Qatar Credit Bureau continued to generate credit and
dishonored cheque reports by providing online services,
and initiated a marketing plan to attract more companies
to avail legal entity identifier (LEl) services. The bureau
also signed a MoU with QFC who will provide data of the
companies registered with it to the bureau.

Fresh currency notes issued in December 2020 replaced
most of the old currency notes, leading to significant decline
in the value of currency issued at end-December 2021 from
the previous year. On payment and settlement systems,
(QCB issued the payment and service regulations (PSR) for
the oversight and licensing of payment services, which the
Fintech firms responded positively. A high level committee
on payment and settlement systems and information
security was constituted to oversee and guide the banks
to adopt more efficient and safe payment methods. QCB
advised all banks to make necessary arrangements to
facilitate acceptance of all major international cards and
wallets in Qatar to facilitate football fans arriving in the
country.

Information security department of QCB began
deploying projects in 2021 to enhance cybersecurity both
internally and externally for its stakeholders. QCB along
with financial sector has been working to identify and
mitigate key risk indicators by deploying a set of effective
measures for entities via circulars and regulations. The key
risk indicators in terms of the overall number of security
events in the banking sector declined in 2021 as compared
with 2020.
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Gross Domestic Product

Introduction

In 2021, global economic recovery from the downturn
induced by the global spread of Covid-19 gained
momentum, owing to the progressive rollout of coronavirus
(Covid-19) vaccines and economic unlocking, Consequently,
the domestic economy improved its performance and
expanded in 2021. Nominal GDP increased as much as by
24.3% in 2021 as against a decrease by 17.9% in 2020. This
high growth in nominal GDP was mainly driven by oil and
gas sector due to sharp increase in energy prices as global
demand for energy outpaced supply. Real GDP, however,
grew at a slower pace of 1.5% in 2021, but in contrast to
a contraction by 3.6% in the previous year. As the adverse
economic effects of the Covid-19 faded gradually through
the year, economic expansion was largely confined during
second half of 2021, though the fourth quarter saw some
setbacks due to resurgence of new strains of Covid-19.

Along with the expansion in GDP, fiscal and current
account balances improved sharply during 2021, which
are going to be discussed in chapter 4 and 5 of this report,
respectively. Real GDP growth, however, was on account
of non-oil sector expansion, as the oil-sector contracted in
real terms. Almost all the major subsectors of non-oil sector
such as manufacturing, construction, trade, finance and
insurance and real estate expanded, while in sub-sectors
such as transportation & storage and accommodation,
expansions were in double digits enabled by the progressive
restrictions on economic activities. Public administration,
as an exception, was one major non-oil sub-sector which
contracted marginally in real terms (Table 1-1).
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Table (1-1) (-1 @8y Jgan
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Economic Activity Nominal GDP Real GDP RS (RNEAL]

Oil& Gas 152,343 240,752 250,661 249,950 Lty dadity
Relative Share 29.0 36.8 38.7 38.0 ETL -S|
Growth Rate -33.7 58.0 19 0.3 gl Jtas
Non-0il Sectors 373,314 412,886 397,366 407,927 Adasl & Olellaat
Relative Share 71.0 63.2 61.3 62.0 Gcadd| daadl
Growth Rate 9.0 10.6 4.7 27 gadll Jaa
Grand Total 525,657 653,638 648,027 657,877 pladl g gannt!
Growth rate -17.9 243 -3.6 15 el Jan
* Adjusted data. Uowe bl ¥

** Preliminary data. LAl ety **

Source: Planning and Statistics Authority
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Gross Domestic Product

Chart (1-1)
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Nominal GDP

Primarily due to the increase in global crude oil prices,
as mentioned above, nominal GDP increased by 24.3% in
2021. The sharp expansion in oil and gas sector nominal
GDP began from Q2-2021, as global crude oil prices
rebounded. Qil and gas sector nominal GDP expanded
by 58.0% in 2021, as against a significant contraction by
33.7% in 2020. The expansion in non-oil sector nominal
GDP was lower at 10.6% in 2021, as against a contraction
of 9.0% in 2020.

Nominal GDP increased to QR 653.6 billion in 2021 from
QR 525.7 billion in the previous year. Reflecting the sharper
expansion in oil and gas sector nominal GDP than in the
non-oil sector nominal GDP during 2021, the share of ol
and gas sector nominal GDP in total nominal GDP increased
to 36.8% in 2021 from 29.0% in 2020. Conversely, the
share of non-oil sector nominal GDP decreased to 63.2%
in 2021 from 71.0% in 2020. With the steady recovery in
the average global crude oil prices in 2021, the share of ol
sector in the rising nominal GDP increased in the first three
quarters of 2021. However, in the last quarter of 2021,
the share declined as increase in oil prices moderated
somewhat and output declined while growth in non-oil
nominal GDP picked up (Table 1-2).
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Gross Domestic Product Wlaayl ol @il

Table (1-2) (M- @dyJgan

Nominal GDP Development OR Million ;i Uy sgulo rawVl Ulaadh gdaall @ildlhg A
0il& Gas 260,198 229,803 152,343 240,752 latlg daaiy)
Relative Share 39.0 359 29.0 36.8 Tt Aeadl
Growth Rate 30.5 -11.7 -33.7 58.0 sl Jtas
Non-0il Sectors 407,141 410,246 373,314 412,886 Adasil ;& Olellagh
Relative Share 61.0 64.1 71.0 63.2 Aceaddl dandl
Growth Rate 52 0.8 9.0 10.6 sl Jtas
Grand Total 667,339 640,049 525,657 653,638 platl gaamntl
Growth rate 13.8 -4.1 -17.9 24.3 el Jaaa
T
Source: Planning and Statistics Authority sl ¥ dadnl Sl ¢ asall

Nominal GDP Gowll glloall gdaoll il
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Gross Domestic Product

Real GDP

Real GDP increased by 1.5% in 2021, as against
a decrease of 3.6% recorded in the previous year.
Notwithstanding the sharp increase in nominal terms, oil
sector real GDP decreased by 0.3% in 2021 due to supply
constraints. However, non-oil sector real GDP increased
by 2.7% in 2021, largely driven by recovery in major
components such as “Accommodation & Food Services”,
“Construction”, “Manufacturing”, “Wholesale & Retail
Trade” and “Transport & Storage”.

In terms of respective shares in real GDP, the share of
oil and gas sector real GDP marginally decreased to 38.0%
in 2021 from 38.7% in 2020, while the share of non-oil
sector real GDP increased to 62.0% in 2021 from 61.3% in
2020 (Table 1-3).

The positive growth during the last two quarters of 2021
eased steadily as some lockdown measures that were lifted
earlier, were re-imposed to slow the spread of a new strain.
Nonetheless, real GDP increased as against a significant
contraction recorded in the previous year, signaling a
gradual recovery from the negative impact of Covid-19.

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

Wlaayl ol @it

@iaiinll @loall glaoll ailill

ple 8 71,0 Awty adall CHlea ¥ o Laoll w5l pdy|
Sl aladl B o el YT Ay palasil Jolaa YY)
ol (il eV Aaall alaetl L3 (e @ ey
NIPSYE- D/ [ VR TRUND-S1 | FTIEON-1 - -2 | P | PO [ P |
ple o ATV Ry ladill jé plladll sl Il
iyl @Sl o (alaiVh o€ ws ) Legana Yo Y)Y
5 ettt g Mty Malakadl cleasy a3V L

Momyaidly ety MaSietly Aot 3,las"

(oiamll eV ol 23l 8 anll Gos (e
daadll pllazl L adsll Ilea ¥l el a3l das conizl
G2 YA e VoYY ale B UVA, - Al disla ISy 5Ll
Al ¥l ol m5lll das coadhyl s B (YT ale
O VoYY ale B /Y, s Il lasdll 58 pliaall L el
(Y=Y Jgaa) VoY ale 2 /)Y

ASAAINPIUPIEIVES [V ) ) S e POL PN v
@5l BV > pld (o ey oy 8 el s 5y tae S0
IS png  ugpdl) e Bagus A HLAETT LY (g,
S LRSIV e il e Y1 mall gll] )|
Ot 5 ALl ] i Les ol plall 3 Jon el
VA8 Al I bl 5Tl

(F-1 a3yJgan

OR Million ,¢31n Ly g 1o (TIA ole jlowl) (qb181 lanyl glaa)l il g inj

0il & Gas 260,198 255,409
Relative Share 39.0 38.0
Growth Rate 0.3 -1.8
Non-0il Sectors 407,141 417,101
Relative Share 61.0 62.0
Growth Rate 2.2 24
Grand Total 667,339 672,510
Growth rate 1.2 08

* Adjusted data.
** Preliminary data.

Source: Planning and Statistics Authority
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Gross Domestic Product

Chart (1-3)

Real GDP
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GDP at Current Prices
by Expenditure Items

The expenditure side GDP in 2021 showed an increase
in net external demand, investment activity and household
consumption, also government consumption increased,
although at a moderated pace from 2020.

The total consumption expenditure decreased by
9% in 2021, as decline in household final consumption
overwhelmed the increase in government final consumption.
Gross capital formation (investment) decreased by 22.7%
in 2021 due to large scale cutback in expenditure on major
projects following sharp fall in government revenue.
However, the share of investment in GDP contracted only
to about 38.6 % in 2021 from 42.4% in 2020.

The net exports increased by as much as 49% in 2021
due to rise in both volume and price of exports completely
overshadowing the increase in imports. As a result, the
share of net exports in GDP increased markedly to 24.8%
in 2021 from 8.1% in 2020 (Table 1-4).
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Gross Domestic Product Wlanyl ol @il

Table (1-4) (€= a9 Jgan
Nominal GDP by Expenditure Items GLaidl g cunn (ol gUlaa ol 5Ll

QR Million \¢1ns Juy (ygalo

Total Consumption Expenditure 262,235 275,508 263,538 239,545 S| BLAYI tlax)
Relative Share 39.3 43.0 495 36.6 Al dan¥l
Growth Rate 3.7 5.1 4.3 -9.1 gaill Jaaa
gi‘t’:rs:h"'d Consumption Expen- 163586 156,973 139,553 130,624 a1 Sl G
Relative Share 23.0 245 26.2 20.0 Aceaitl dandl
Growth Rate 2.7 2.2 -1 6.4 gaill Juas
Government Final Consumption

A 108,649 118,535 123,985 108,921 e asSo! Sgwi BLaY)
Relative Share 16.3 18.5 23.3 16.7 Aol dandl
Growth Rate 5.2 9.1 4.6 -12.1 gaill Juas
Gross Capital Formation 271,334 272,535 226,158 252,009 Tl (53953 e
Relative Share 40.7 426 42.4 38.6 Aocaitl Aaadl
Growth Rate 8.6 0.4 -17.0 114 gaill Juas
Net Exports (Goods & Services) 133,770 92,006 43,202 162,084 (Slonsty atudl) Sifpabalt 2 Lo
Relative Share 20.0 14.4 8.1 248 ER (IS
Growth Rate 59.7 -31.2 -53.0 275.2 gaill Juas
GDP 667,339 640,049 532,898 653,638 e W1 Aot L
Growth rate 13.8 4.1 -16.7 22.7 gadll Juas

* Adjusted data. Ais ity ¥

** Preliminary data. 50 il wok
Source: Planning and Statistics Authority slias ¥y dasdaiil) e ol
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Inflation

Global Commodity Prices

During 2021, global commaodity price movements were
mainly driven by pandemic induced disruptions in global
supply chains alongside recovery in global demand. The
sharp rise in crude oil prices echoed the resumption of
global industrial activity. This resurgence of industrial
demand along with limited crude oil production from the
OPEC+ has resulted in significant energy demand and
rapidly depleting global energy inventories. During 2021,
average Brent crude oil prices increased to US$ 70.86 per
barrel from US$ 41.96 per barrel in 2020, reaching the
highest price in past three years.

Non-energy commodity prices escalated around 27% in
2021 compared to 2020 owing to a sharp increase in food
prices, agricultural raw materials and metals’ prices. During
2021, global food prices increased by 28%, compared to
2020 due to sharp increase in the prices of cereals, edible
oils and sugars. Domestic food price inflation in Qatar
was significantly higher in 2021 on account of strong pass-
through of global food price to the domestic food prices.

On the other hand, one of the major reasons for rise
in metal prices was the global green energy push which
resulted in higher demand for minerals and metals.

Overall, the economies of petroleum exporting
countries benefited from sharp rise in oil prices whereas
many oil importing countries were adversely impacted by
the significant increase in their import bills and surge in
domestic fuel prices besides further pressure on consumer
price inflation.

Almost all economies experienced commodity price
driven inflationary pressures. The magnitude of domestic
inflation varied across countries based on other domestic
factors including Covid-19 virus control, level of supply
chain disruption, domestic demand for consumer products
etc. In advanced economies, inflation grew by 2.8% in
2021 compared to 0.7% in 2020. While in emerging market
and developing economies, inflation was at 5.5% in 2021
compared to 5.1% in 2020.

In 2021, annual average CPI inflation for Qatar moved
to the positive zone averaging around 2.3% compared
to negative 2.6% registered in 2020. The intra-year
movements of inflation exhibited upward movement in
recreation & culture, transport, and food prices. During
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Inflation

2021, inflation moved from negative 0.99% in Q1 to positive
1.82% in Q2 then grew further in Q3 and Q4 by 2.94% and
5.52% respectively.

The nominal effective exchange rate (NEER) of the
Qatari Riyal (QR) depreciated in 2021, broadly in line with
the US Dollar. This has contributed to increase in the price
of imported goods.

Consumer Prices

Qatar's CPI inflation moved back to positive growth
zone in 2021 after two years of deflation, thereby exhibiting
inflationary pressures in several goods and services. Most
notable in this involves a substantial spike in recreation &
culture group as recovery of tourism sector contributed to
higher CPI inflation in 2021.

Table (2-1)
CPI - Annual Averages

H

Item Index
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(2018 = 100)

() !
Inflation (%)

Household Consumption (CPI) 100.00 99.1 96.6 98.8 Ulatl I
Food & Beverages 13.45 100.0 100.2 1029 0.2 2.7 ailigyidly eyl
Tobacco 0.28 227 2444 2460 77 0.6 ]
Clothing & Footwear 5.58 99.0 94.5 91.9 -4.6 2.7 LYy wdU

Housing, Water, Electricity & Gas 2117 97.0 92.7

Furniture & Household Equipment 7.88 1008  101.0
Health 2.65 100.2 101.8
Transport 14.59 994 98.6
Communication 5.23 92.3 90.9
Recreation and Culture 11.13 93.4 78.5
Education 5.78 1055 107.3
Restaurants & Hotels 6.61 1006 1039
Miscellaneous Goods & Services 5.65 102.6 1041

Source: Planning and Statistics Authority.
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Inflation

At the disaggregated level, three major groups with
the highest inflation levels “Transport”, “Recreation &
Cultural”, and “Food & Beverages” played a key role in
driving up overall inflation in 2021.

In terms of downward drivers of CPI, “Housing, Water,
Electricity & Gas” which has a weight of 21.2%, registered
the highest decline compared to 2020, followed by
“Clothing & Footwear”. However, the downward pressures
from these groups were more than offset by the inflation in
“Transport” and “Recreations & Cultural” groups.

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 increased to 73.45
in 2021 from 45.30 in 2020, registering a growth of 62.1%.
During the year, the PPl increased from 59.00 in Q1 to 91.99
in Q4. The recovery in global crude oil and industrial input
prices have positively affected the PPl in 2021. The PPI
mining group having a weight of 72.7% had increased from
53.60 in Q1 to 86.65 in Q4 (Table 2-2).
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Inflation

Table (2-2)
Quarterly PPI for 2021

Economic Activity/Product

01-2021 | 02 -2021 | Q3 -2021 | Q4 -2021

(2018 = 100)

(M- adyJgan

M1 ole (g cpaiialllewd (@lnoll g ol

L/ (aLaiBY | dolit)

Overall Index

Mining

Crude Petroleum and Natural gas
Stone, Sand and Clay

Electricity & water

Electrical Energy

Water

Manufacturing

Juices

Dairy Products

Grain Mill and Other Products

Beverages
Paper and Paper Products
Refined Petroleum Products

Basic Chemicals

Other Chemical Products, and Fibres

Rubber and Plastics Products

Cement and Other Non-metallic
Products

Basic Metals

Source: Planning and Statistics Authority
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72.7
72.6
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0.5
0.3
0.2
26.8
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0.8

24

59.00
53.60
53.50
100.50
120.00
116.90
124.60
72.30
145.10

121.10

99.60

102.40
122.20
67.00

75.20

130.00

105.50

91.30

91.70

66.00
59.85
582179
99.43
109.61
94.33
131.58
81.81
144.90

122.18

99.35

102.35
128.70
73.88
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108.95

92.97
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70.90
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98.20
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144.90

120.00

99.20
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130.90
83.80

109.90

131.90

112.60

93.70

108.50

91.99
86.65
86.63
100.40
119.41
103.21
142.72
105.93
143.15
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130.00
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134.41

123.89
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Money and Credit

Introduction

With the continued recovery in global energy prices,
Qatari economy has made significant gains in 2021,
especially in the External sector & public finances. There
was also a double surplus in 2021 against the double deficit
recorded lastyear, both exports and trade surpluses increase
continuously and exceeded pre-pandemic level by a high
margin. As a result, the current account surplus increased
with a large surplus, there were also significant gains in
government revenues despite the increase in government
spending compared to the previous year, accordingly, a
financial surplus was recorded in 2021 compared to a
deficit in the previous year. Most of macroeconomics and
financial packages announced by the government and Qatar
central bank in 2020 to contain the effects of the pandemic
in 2021, the surplus in the current account in addition to the
low-cost liquidity available in global financial markets led
to achieving an overall surplus in the balance of payments
and continued accumulation for foreign currency reserves.
As in most countries, as economic lock down eased, the
domestic economy expanded in 2021 in contraction it
witnessed the previous year.

Therefore, with the lifting of the economic closure and
with the support of the global economic recovery and the
support from the government and Qatar central bank the
real GDP expanded in 2021, and this expansion was mainly
driven by non-hydrocarbon sector, it was mostly during the
second half of the year, the growth of the GDP reached the
real value in 2021 is 1.6%.

Qatar Central Bank monetary framework continued to
peg the exchange rate of the Qatari riyal to the US dollar
during 2021, to ensure monetary and financial stability.

During2021, the zero-rate repurchase agreement
provided in March 2020 has been extended throughout
2021. This window was to provide additional liquidity to
enable banks Postponing the repayment of loan and extend
loans. A large amount of liquidity continued through
this window in 2021 into the banking system to ensure
adequate credit flows and assists in the economic recovery
from the pandemic.
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Money and Credit

Moreover, there was a significant decline in deposit
rates and bank loans across all maturity periods.

In addition, bank Credit to public sector grew
significantly in 2021, while bank Credit to private sector
increased with double digits in 2021. On the other hand,
“credit outside Qatar” has contraction significantly. Overall,
total bank credit grew at a good pace in 2021, albeit at a
slightly lower rate than in 2020.

The remainder of this chapter briefly analyses monetary
and credit developments during 2021.

Monetary developments :

Total domestic liquidity, measured by the broad concept
of Money Supply (M2), grew at a low rate of 1.4% (QR 8.6
billion) during 2021, compared to a moderate increase of 3.8%
(OR 22 billion) during 2020 (Table 1-3). This increase in (M2)
was due to growth in all components. As a result, the wide
money supply (M2) reached QR 608.5 billion at the end of
2021, compared to about QR 599.9 hillion at the end of 2020.

Table (3-1)
Money Supply
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Change ity
(2021/2020)

Money Supply (M1) 124,703 146,459
Currency in Circulation 11,600 13,791

Demand Deposits 113,103 132,668
Quasi Money 453,301 453,428
Time Deposits 295,407 287,924
Deposits in Foreign Currencies 157,894 165,504
Money Supply ( M2 ) 578,004 599,887
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Money and Credit

As a percentage of nominal GDP. (M2) decrease
significantly to 93.0% in 2021 from 114.17 in 2020 GDP
growth has exceeded money supply growth, therefore the
speed of income turnover (i.e. Nominal GDP to M2) has
increase to 1.07 in 2021 from 0.88 in 2020.

The narrow money supply (M1) also grew during 2021,
with a decrease of 1.3% compared to a significant increase of
17.4% during the year 2020. Through the components of M1,
demand deposits increased and cash in circulation decreased.

With this increase, the Narrow Money Supply (M1) at
the end of 2021 was about QR148.3hillion, compared to
about QR 146.5 billion at the end of 2020. (M1) amounted
to about 35.9%% of the Non-Qil GDP in 2021, less than
39.2%% In 2020. On the contrary, Nominal Non-0il GDP
rose to (M1) to about 2.78 in 2021 from 2.55 in 2020.

As mentioned above, Quasi-Money grew by 1.5%% in
2021, In contrast to the relative stability during 2020. The
growth in Quasi-Money was due to the significant rise in
Foreign currency deposits, while term deposits declined.

Private sector deposits continued to increase during
2021, public sector deposits also increased significantly
compared to the declined in 2020.

Given the increase in foreign currency deposits and the
increase in M2, the dollarization rate (i.e. the ratio of Foreign
Currency Deposits in the Broad Money Supply) increased to
29.2%% by the end of December 2021 from 27.6%% at the
end of December 2020. During 2021, the dollarization rate
in the first quarter decreased significantly, then stabilized
during the second quarter it then rose again during third
quarter and first of fourth quarter at a considerably pace, to
decrease again 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

The growth in domestic credit increased during 2021 at
a slower rate of 8.8%, than the growth it achieved during
2020 of 9.2%. The increase was due to the growth of both
private sector credit by 9.5% and the public sector by 7.6%.
Within the framework of credit provided to the public
sector, credit provided to both government and government
institutions’, specially the latest increased by 4.0% and
11.0% respectively, compared to an increase of 2.2% and
15.9% during the previous year. The credit provided to the
semi-governmental institutions, decreased during 2021by
1.9% compared to a significant growth of 39.6% during
the previous year, Therefore, the outstanding credit to the
public sector increased at the end of 2021 around QR 379.6
billion from QR352.8 billion at the end of 2020. In contrast,
of this, credit to the private sector grew at higher rate of
9.5% during 2021 compared to 8.3% during 2020 (Table 3-2).
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Table (3-2)
Domestic Credit by Economic Activity
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Public Sector 317,485 352,872
Government 133,790 136,798
Government Institutions 170,021 196,989
Semi- Government Institutions 13,674 19,085
Private Sector 646,708 700,413
General Trade 132,093 146,861
Industry 17,509 16,869
Contractors 34,169 37,694
Real Estate 147,716 152,691
Consumption 137,226 147,000
Services 166,321 188,128
Others Sectors 11,674 11,170
Total Domestic Credit Inside Qatar 964,192 1,053,285

Most of the increase in credit growth provided to the
private sector during 2021 was due to the sharp increase
in credit provided to the "Services" and “General Trade"
sectors compared to the previous year. There was also an
acceleration in credit to the “Consumption” sector, which is
the third largest component of private sector credit. Credit
accelerated to "Construction” & “Real Estate” sectors
and the industrial sector as well. In contrast, there was
a contraction in credit for the "various other" (Chart 3-2).
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Chart (3-2)
Private Sector Credit Growth
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Within both deposits and credit, there were significant
differences in the growth of local and foreign currency
components. Consequently, there has been a change in
the composition of the currency in deposits and credit.
In deposits, deposits in local currency decreased in a
slow pace, while growth in deposits in local currencies
accelerated significantly. Consequently, the share of foreign
Currency Deposits increased in Total Deposits. On the
other hand, Credit in Local Currency grew at a slower pace,
While Credit in the Foreign Currency growth accelerated
significantly. Consequently, the share of Foreign Currency
Credit in Total Credit has increased (Table 3-3).

Table (3-3)
Deposit and Credit Growth

Year

QR FC
2020 20 12.7
2021 -1.0 101.8

Note: not Including information on the Development Bank
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Public Finance

Introduction

Fiscal policy continues to play a key role in the State of
Qatar. Public spending has been one of the main drivers of
domestic economic activity 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. Achieving the
economic development objectives as envisaged in the
Qatar National Vision 2030 continues to be the main aim.
However, public spending on major projects in recent years
has shown an overall moderating trend, particularly with
the completion of projects related to FIFA World Cup 2022.

This trend was reinforced in 2020 by the pandemic
which led to decline in government revenue following fall
in prices and exports of hydrocarbon, before recovering
somewhat in 2021. At the same time, as a part of fiscal
reforms, the Government has been making efforts on
improving efficiency in public spending by rationalizing and
prioritizing expenditure.

This chapter highlights the important budgetary
developments in 2021 vis-a-vis the budget estimates
for the year and the actuals of 2020. It also reviews the
important features of the State Budget Estimates for 2022.

The State Budget for 2021

Preliminary data on the State Budget for 2021 show
a significant recovery in total revenue of the government
as prices and exports of energy rose sharply driven by
global demand following economic recovery while supply
constraints remained. Total revenue increased by 13.1% in
2021 in contrast to the huge decline of 20.3% in 2020. Total
expenditure also increased but by a lesser extent of 5.1%
in 2021, enabled by improvement in revenue collections.
The sharper increase in revenue than expenditure led to a
budget surplus of QR 1.8 billion (0.3% of GDP) in 2021 as
against a budget deficit of QR 11.3 billion (2.1% of GDP) in
2020.

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

Total public revenue in 2021 amounted to QR 193.6
billion, which was QR 22.4 hillion higher than that of QR
171.2 billion in 2020. Increase in total revenue was entirely
driven by ‘oil and gas’ revenue component.

The ‘oil and gas’ component of revenue in 2021
increased as prices and exports of energy recovered
sharply, as mentioned above. As economic recovery is still
incomplete, revenue under the category of ‘miscellaneous
transferable’, remained laggard showing a further decline,
although marginal. Revenue from ‘oil and gas’ in 2021
increased by 17.3% to QR 156.3 hillion from QR 133.3
billion in 2020. Revenue from ‘miscellaneous transferable’,
consisting of various fees and taxes, in 2021 declined by
1.6% to QR 37.3 hillion from QR 37.9 hillion in 2020.

Revenue from ‘oil and gas’, which remained the major
source of public revenue, increased its share to 80.7% in
2021 from 77.9% in 2020.

Table (4-1)
(Qatar State Public Budget
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Total Revenue 207,915 214,749
0il & Gas** 173,129 169,986
Miscellaneous Transferable 34,786 44,763
Total Expenditure 192,835 208,418
Wages and Salaries 55,688 61,439
Current Expenditure 55,467 62,667
Secondary Capital 3,840 4,092
Major Projects 77,840 80,221
Surplus (+) Or Deficit (-) 15,080 6,331
Indicators (%)

0il Revenue/Total Revenue 83.3 79.2
Wages and Salaries/ Total Expenditure 28.9 29.5
Surplus (+) Or Deficit (-) /GDP -6.6 22

Source: Ministry of Finance

* Primary Data

** 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

Total public expenditure in 2021, as mentioned above,
also increased along with the increase in revenue, although
at a slower pace. It increased to QR 191.8 billion from
OR 182.5 in 2020, with all its major components, barring
‘secondary capital’, showing an increase.

Expenditure on wages and salaries in 2021 increased

1.2% to QR 58.7 hillion from QR 58.0 billion in 2020.
However, its share in total expenditure declined to 30.6%
in 2021 from 31.8% in 2020.

Current expenditure in 2021 increased by 5.0% to QR
60.8 billion from QR 57.9 billion in 2020. However, its share
in total expenditure at around 31.7% in 2021 was more or
less stable at the level of 2020.

Expenditure on major projects continued to be the
largest component of total expenditure, despite the overall
declining trend following completion of many projects
related to FIFA World Cup 2022. In 2021, a large part of
the increase in total public expenditure was cornered by
major projects, which increased by 9.2% to QR 68.8 billion

2019

2020 2021
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Public Finance

from QR 63.0 billion in 2020. Thus, the share of capital
expenditure on major projects in total public expenditure in
2021 increased to 35.9% from 34.5% in 2020.

Expenditure on secondary capital in 2021 marginally
declined by 0.3% to QR 3.5 hillion, forming a small share of
1.8% in total expenditure as compared with 1.9% in 2020.

The State Budget Estimates for 2022

Law No. (2) of 2015 amended the public budget from
a fiscal year (starting at 1st of April and ends 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 public budget for 2022 is the seventh full year
budget, after the extension of the 2014/2015 budget for
an additional nine months up to the end of December 2015.

The major highlights of the budget for the year
2022 are as follows:

Total public revenue in 2022 has been budgeted at QR
196.0 hillion. In the estimate, average crude oil prices for
2022 is assumed at US$ 55 per barrel, significantly higher
than US$ 40 per barrel in 2021. Thus, budgeted total
revenue for 2022 would be substantially higher than the
budget estimates of 2021 by 22.4%. However, it would
be higher than the actuals of 2021 by only 1.2% as actual
revenue from ‘oil and gas’ in 2021 improve substantially
due to recovery in prices and exports of energy.

Both the components of total public revenue in 2022
are budgeted to increase from the corresponding budget
estimates of 2021 by 26.6% to QR 154.0 billion and by 9.1%
to QR 42.0 billion, respectively. However, as compared with
the actuals of 2021, while revenue from ‘oil and gas’ would
show a decline of 1.5% that of ‘miscellaneous transferable’
would increase substantially by 12.6%.
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Public Finance

The total public expenditure in 2022 has been
budgeted at QR 204.3 hillion, showing a 4.9% and 6.5%
increase from the budget estimates and actuals of 2021,
respectively. Budget estimates of components of total
public expenditure are as in the following:

Expenditure on wages and salaries is budgeted at QR
58.5 billion, higher than the budget estimates of 2021 by
1.0%, but marginally lower than the actuals by 0.3%.

Current expenditure, consisting of expenditure on
‘goods and services’, ‘interest payments’, ‘foreign grants’
and ‘other expense’, has been budgeted at QR 67.2 billion,
showing an increase of 10.7% and 10.5%, respectively,
from the budget estimates and actuals of 2021.

Capital expenditures on major projects has been
budgeted at QR 74.0 hillion, higher by 2.6% and 7.6% from
the budget estimates and actuals of 2021, respectively.

Secondary capital expenditure, budgeted at QR 4.6
billion would markedly increase by 15.0% and 31.4%,
respectively, from the budget estimates and actuals of
2021,

The estimated budget balance for 2022 is a deficit of
OR 8.3 hillion, significantly lower than the budgeted deficit
of QR 34.6 billion for 2021. However, it would be in sharp
contrast to the actual budget surplus of QR 1.8 billion
recorded in 2021. This sharp turnaround in budget balance
from an actual surplus in 2021 would be a reflection of a
much higher increase in total public expenditure than the
budgeted increase in total public revenue.
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Table (4-2) (M-€) a9y Jgarn
Preliminary Estimates for dolell djjlgol] dgil culprail
Qatar Budget of 2022 [T ole]jnd dga)

QR Million (gpind Juy ygilo

2021 2022

Details P
Estimates Estimates
Total Revenue 193.6 160.1 196.0 ¥l Slex ]
0il & Gas 156.3 1216 154.0 Sty Jgmdl clal yl
Miscellaneous Transferable 37.3 385 420 Ao giie Aligmd culsl
Total Expenditure 191.8 194.7 204.3 @laail el
Wages and Salaries 58.7 57.9 58.5 Y19 calg I
Current Expenditure 60.8 60.7 67.2 Gylatf clag penl
Secondary Capital 3 40 46 ERPR (I [POM N
Major Projects 68.8 72.1 74.0 el cile gyt
Surplus Or Deficit 1.8 -34.6 8.3 el gf pSLatl

Forty Fifth Annual Report 2021 rrygeyligyuoldlggiudi sl 48



o BJI Junoll
Chapter Five

legoarall o

Balance of Payments







Balance of Payments

Balance of Payments

Preliminary estimates of Balance of Payments (BoP)
for the State of Qatar during 2021 show an overall surplus
for the fourth year in succession. The surplus of QR 4.0
billion during 2021 was higher than the surplus of QR 1.9
billion recorded during 2020. However, while the capital &
financial account recorded a large deficit, there was a huge
current account surplus during 2021 following sharp jump
in trade surplus as oil prices and exports recovered. This
pattern in BoP was in complete contrast to 2020 wherein
current account recorded a deficit while capital and finance
account was in surplus (Table 5-1 and Chart 5-1).

Table (5-1)
(Qatar 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 2021 turned to a huge surplus of QR 95.7 billion from
a deficit of QR 10.9 billion during 2020 (Table 5-1).

Recovery in global economy by increasing demand for
energy, combined with supply constraints, led to energy
prices and exports rise sharply, far surpassing the pre-
pandemic level. Consequently, there was a large-scale rise
in trade balance leading to a current account surplus. As
a percentage of GDP, the current account stood surplus
at about 14.6% during 2021, as against a deficit of about
2.1% during 2020.

Within the current account, the merchandize (goods)
trade account surplus during 2021 increased sharply to QR
219.6 billion from QR 98.8 hillion during 2020 an increase
of 122.3% (Table 5-2).

The traditional deficits in ‘services’ and ‘current
transfers’ accounts increased while the deficit in ‘income’
account declined in 2021. In the ‘services” account, the
deficit increased by 4.8% to QR 58.2 billion during 2021
from QR 55.6 hillion during 2020.

Deficit in ‘current transfers’ account during 2021
increased markedly by 29.5% to QR 55.7 billion from QR
43.0 billion during 2020. On the other hand, the deficit in the
income account during 2021 declined by 9.2% to QR 10.1
billion from QR 11.1 billion in the previous year. (Table 5-3).
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Balance of Payments

Table (5-2)
Trade Balance (Goods Account)
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QR Million (gpnd Juy ygilo

Exports (fob) 306,810 265,483
0il 75,3303 63,720
Other Exports 32,975 28,698
Re Exports 9,891 8915
Imports (fob) -121,238 -114,128
Trade Balance 185,572 GilFE6S

Expansion of trade surplus during 2021 was due to
larger increase in exports than the contraction in imports.

While exports increased by 69.3% to QR 317.4 hillion,
reflected in all the major components barring re-exports,
total imports declined by 10.2% to QR 97.8 billion from the
previous year (Chart 5-2).

Economic diversification to reduce the reliance on the
hydrocarbon sector while at the same time Qatar playing
a leading role in the global natural gas market continued
to be the endeavour during 2021. Even though the share of
energy related exports in total exports continued to remain
high, it increased to 84.4% during 2021 from 81.8% during
2020 (Table 5-2).

Total exports as a percentage of GDP during 2021
increased markedly to 48.6% from 35.7% during 2020.

In view of the large-scale rise in energy exports, the
share of merchandize exports in total current account
receipts increased significantly to 74.2% during 2021 from
62.1% during 2020.
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Balance of Payments

Chart (5-2)
Trade Balance
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The overall deficits under non-merchandise heads in
2021, increased significantly by 13.0% to QR 123.9 billion
from QR 109.6 billion in 2020. As mentioned above, the
deficit increased for ‘services’ and ‘current transfers’,
while it declined for ‘income’. Both exports and imports
of services declined, but with the former more than the
latter in 2021, which led to increase in the deficit under
this account. While export of services declined by 5.6% to
OR 66.8 billion, import of services declined by 1.0% to QR
125.0 billion.

Exports of ‘travel and ‘transportation” expanded while
‘other’ declined sharply in 2021. Decline in imports of
‘services’ in 2021 was due to ‘transportation’ and ‘other’ as
‘travel” component expanded significantly after the slump
in the previous year (Table 5-3).

In the income account, while the investment income of
residents declined by 1.1% to QR 37.7 billion, the outflows
from investment income of foreigners also declined by
2.9% to QR 47.8 billion, thereby leading to the lower deficit
in this account in 2021 (Table 5-3).
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Balance of Payments

With regard to the current transfers account, while non-
remittance related outflows increased sharply by 82.2% to
QR 22.1 billion, remittance related outflows increased by
8.8% to QR 39.5 billion in 2021. On the other hand, transfer
inflows from abroad grew by 8.6% but remained a small
amount of QR 6.0 billion. Thus, the significant increase in
the deficit in the ‘current transfers” account in 2021 (Table
5-3).

Capital and Financial Account

Capital and financial account balance recorded a large
deficit of QR 85.8 hillion in 2021, in sharp contrast to a
surplus of QR 17.5 hillion in 2020. The finance account
recorded a deficit of QR 85.2 hillion in 2021 as against a
surplus of QR 18.1 billion in the previous year. This deficit
followed from other investment turning to significant net
outflows from huge inflows in 2020, which added on to
net inflows arising from direct and portfolio investments,
which were though lower than in the previous year (Chart
5-3). Capital account remained in a small deficit of QR 0.5
billion in 2021 as compared with a deficit of QR 0.6 billion
in 2020 (Table 5-3).

Chart (5-3)
Major Components of financial Account
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Balance of Payments

‘Direct investment” account remained in deficit as
foreigners’ investment in Qatar has been in negative for
the fourth year in succession, although declining. During
2021, the deficit declined to QR 4.6 hillion from QR 18.8
billion during 2020. The outflows due to residents’ direct
investment abroad declined to QR 0.6 hillion during 2021
from QR 9.9 billion during 2020. The outflows due to
withdrawal of foreigners’ direct investment in Qatar also
declined to QR 4.0 billion during 2021 from QR 8.9 hillion

during 2020.

Under ‘portfolio investment’, there was net outflows of
around QR 44.3 billion during 2021, lower than the outflows
of QR 45.7 billion recorded during 2020. The outflows
due to residents’ portfolio investment abroad declined
significantly to QR 39.0 billion during 2021 from QR 53.9
billion recorded during 2020. At the same time, there was
outflows in foreigners’ portfolio investment in Qatar during
2021 of around QR 5.3 hillion in contrast to inflows of QR
8.2 billion during 2020.

‘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 outflows under this account
during 2021 stood at around QR 37.7 hillion, in sharp
contrast to net inflows of QR 81.8 billion during 2020. The
outflows due to residents” investment abroad under this
account was QR 98.4 billion during 2021 as against inflows
of AR 1.0 hillion during 2020. On the other hand, inflows
due to foreigners’ investment declined to QR 60.8 hillion
during 2021 from QR 80.8 billion during 2020.

Overall BOP, however, recorded a higher surplus of
around QR 4.0 billion in 2021, leading to an equivalent
amount of reserve accumulation. Two noteworthy features
of the balance of payments in 2021 was the large current
account surplus from the deficit of 2020 and huge portfolio
readjustments in the financial account, particularly by
residents whose ‘other’ investment abroad increased
sharply (Table 5-3).
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Table (5-3) (F-0) ady Jgara
(Qatar’s Balance of Payments GHasllolegdrallyliso
QR Million GHA9 Juy g o

Details 2020 2021
A. Current Account 60,614 15,506 -10,868 95,687 Gl Cleas L
Goods 185,572 151,355 98,779 219,634 et
Exports (F.0.B.) 306,810 265,483 187,474 317,420 (ws2) Slyslatl
Imports (F. 0. B.) -121,238 -114,128 -88,695 -97,786 (w52) Olaylel!
Services -51,802 -59,349 -55,577 -58,218 R PWES ]
Services (Credit) 66,512 69,565 70,723 66,780 (0513) Sledst
Travel 20,258 19,808 12,969 15,519 go
Transportation 36,619 38,811 41,045 41,110 Ja
Others 9,635 10,946 16,709 10,151 ey
Services (Debit) -118,314 -128,914 -126,300 -124,998 (Oaete) Silons
Travel -33,750 -34,528 -24,541 -36,533 ge-W
Transportation -41,676 -50,812 -56,646 -48,026 Ja
Others -42,888 -43,574 -45,113 -40,439 ey
Income -13,633 -16,051 -11,082 -10,059 e
Income (Credit) 29171 32,554 38,140 37,730 (0513) Jmustt
Compensation of employees 0 0 0 0 Oulalall il gas
Investment Income 29,171 32,554 38,140 37,730 SlaiaNl 5o
Income (Debit) -42,804 -48,605 -49,222 -47,789 (Gante) St
Compensation of employees -528 -545 -459 -501 Oalalall il gas
Investment Income -42,276 -48,060 -48,763 -47,288 Sl Jas
Current Transfers -59,523 -60,449 -42,988 -55,670 Aaylont) S gt
Credit 3,407 4911 5,485 5,954 s
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* Preliminary Estimates Ayl el pgaas *
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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

Act as a bank for all 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 (ONDS) to be achieved in a five-
year period.

The second strategic plan for 2018-22 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 in 2021.
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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 QR and the USD.

QCB 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 have to keep as interest-free
balance with QCB on a daily basis).

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

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

4. The "Repo Rate” (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:

1. Following the US Federal Reserve, which kept its policy
rate on hold to near zero level, and at the same time, to
help domestic economic recovery, QCB kept its policy
rates viz., QCBDR, QCBRR and QCBLR, unchanged in
2021.

2. The QCBDR remained at 1.0% since March 2020.
3. The QCBLR remained at 2.50% since March 2020.
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Monetary Policy Development, Liquidity and Financial Markets

4. The QCBRR remained at 1.0% since March 2020.

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

Liquidity Management

Three factors primarily continued to 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
and investors” sentiment driven capital flows, in turn
influence all these factors. The special zero repo rate
introduced in March 2020 for providing additional liquidity
to banks for postponing loan instalments and granting new
concessional loans in response to the pandemic, which was
extended throughout 2021, continued to play an important
role in the evolvement of liquidity conditions,.

With global economic recovery following progressive
economic unlocking enabled by rollouts of vaccines,
global demand for energy outpaced supply, leading to
sharp increase in energy prices in 2021. Consequently, as
discussed in chapter 5, current account balance turned into
a huge surplus, far surpassing the pre-pandemic levels,
from the deficit recorded in 2020. For the same reason,
government revenue increased significantly, which enabled
the government to hike its expenditure while at the same
time recording a budgetary surplus in 2021, as discussed in
chapter 4. Though there were large capital outflows in the
capital and financial account of the balance of payments,
because of the huge current account surplus, there was a
surplus in the overall balance of payments in 2021.

Thus, there was further reserve accumulation and the
net foreign assets of QCB continued to increase in 2021.
With special repo at zero rate mentioned above as an
important factor, net domestic assets of QCB also expanded
marginally. As a result, reserve money increased, although
moderately, in 2021.

Along with mild increase in reserve money, the overall
systemic liquidity also increased only moderately in 2021,
Because, domestic deposits contracted, which deposits in
foreign currencies that grew at a reasonably good pace
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Monetary Policy Development, Liquidity and Financial Markets

could only moderately offset. Thus, private sector deposits
grew only marginally despite non-resident deposits growing
at a significant pace in 2021. Public sector deposits, on the
other hand, grew at a significant pace, partly reflecting
improvement in revenue induced by sharp increase in
energy prices and exports.

With regard to bank credit, credit to public sector grew
significantly in 2021, primarily accounted by ‘government
institutions. Bank credit to private sector also increased
close to double digits in 2021, led by “Industry” “Services”,
“Contractors” and “General Trade” sectors.

In the above backdrop, QCB conducted its liquidity
management operation in 2021. The objective remained
to be aligning the policy rates with the average overnight
interbank rate (AQIR) (the operating target) through
effective liquidity management to promote economic
growth and maintaining financial stability. Thus, while
policy rates were unchanged, QCB resorted to most of its
policy instruments under the QMR system, auctioning of
Treasury bills and bonds, and continuance of the special
repo at zero rate, as mentioned above.

Primary liquidity (i.e., excess reserves plus net QMR
deposits) remained largely constant but at an elevated
level at end-December 2021 as compared with end-
December 2020. T-bills operations were liquidity neutral as
fresh issuances matched redemptions, same as in 2020.
By contrast, there were liquidity absorptions through net
issuances of T-bonds (including Sukuks) in 2021 as against
a large amount of injection in 2020 (Table 6-1).
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Table (6-1)
Liquidity Indicators

(-1 ad Jgan
dJguul cilpngo

QR Million (gpns Juy ygilo

: QMR (Net)* .
Year-end (Outstanding) T-Bills T-Bonds Excess Reserve
Aot B9 (LAl
W) 2lgd (B LeS RALAY e - 31331 Slagai 15330 Oliew aslat) Oldolio Y
) $ s
2018 22,945 3,950 112,276 7,664
2019 13,218 3,000 130,276 4,987
2020 24,184 3,000 108,951 10,293
2021 24,031 3,000 118,226 10,092

* QMR Deposit - QMR Lending.

QMR Transactions

Liquidity conditions in terms of primary liquidity in
the banking system fluctuated from end-month to end-
month during the year. However, there was a sudden
and significant increase in end-July and August to over
QR44.5 billion, with increase in both excess reserves and
net-OMR deposits. As mentioned above, liquidity support
through zero repo rate continued to play a major role in this
evolvement of primary liquidity. The average daily QMR
deposits, given the end-month-to-end-month fluctuations,
remained at an elevated level throughout 2021 (Chart 6-1).
The outstanding QMR deposits at the end of 2021 stood at
OR 24.2 billion, almost the same as QR 24.4 billion at the
end of 2020.

Largely reflecting the easy liquidity conditions, there
was no outstanding QMR lending in all the months of
2021 barring in December. Similar to QMR deposits,
excess reserves maintained by banks also fluctuated
from end-month to end-month, and increased suddenly
and significantly in end-July and August. The outstanding
primary liquidity (QMR deposits plus excess reserves) at
the end of 2021 stood at QR 34.1 billion as compared with
QR 34.5 billion at the end of 2020.
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Chart (6-1) (1-7) Y4
Primary Liquidity &gVl &gl
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Table (6-2) (M= adJgan
Developments in Primary Liquidity dJgVl ddguuddl culyglnj

QR Million 618 JUy ¢jgilo

Primary Y-o0-Y Change (%)
. Net QMR Excess . . -
QMR Deposit | QMR Loan . Liquidity (F)g gt padt
Outstanding Reserve : -
AAU) Bgw pilag | Bgw o298 : ) - Surplus QMR Deposits Primary
ooy Al Oldo Lo
1] At aid) . Waewtd) (aild AU s 25 iquidi
Srlast $rladt (Gl i G et gt um ) B guw ity Liquidity
ato¥ S rlaat! AdgWI Al gt

Jan-21 25,532 0 25,532 6,135 31,667 33.0 38.9
Feb-21 27,159 0 27,159 8,785 35,944 75.6 87.6
Mar-21 27,768 0 27,768 9,398 37,166 1.4 26.6
Apr-21 24,377 0 24,377 10,373 34,749 -12.9 29
May-21 21,674 0 27,674 4,324 31,998 15.2 4.0
Jun-21 24,662 0 24,662 8,713 33,374 -1.7 12.8
Jul-21 30,484 0 30,484 15,358 45,841 39.2 739
Aug-21 29,413 0 29,413 15,151 44,564 96.3 109.6
Sep-21 24,203 0 24,203 8,685 32,888 90.9 83.2
Oct-21 29,000 0 29,000 10,097 39,097 199.5 124.2
Nov-21 28,194 0 28,194 11,482 39,676 126.5 139.3
Dec-21 24,181 150 24,031 10,092 34,124 82.9 87.4
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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. In 2021, T-bills
operations were liquidity neutral as fresh issuances exactly
matched the redemption amounts at QR 7.2 billion.

T-Bonds

QCB modulates durable structural liquidity through
the auctions of government bonds (including Sukuks),
given the redemption schedule. In 2021, there were fresh
issuances of T-bonds amounting to QR 21.1 billion, while
T-bonds amounting to QR11.8 billion matured, leading to
net absorption of durable liquidity amount to QR 9.3 billion

(Table 6-3).

Overall, the stock of conventional bonds increased to
QR 70 billion while that of Sukuks increased to QR 47.7
billion at the end of 2021. Facilitating the development
of domestic debt market continued to be an important
objective of QCB's liquidity management framework.

Table (6-3)
Treasury Bonds
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“ 01-2021 02-2021 03-2021 | 04-2021 | Total 2021 _

T-Bonds Issued 16,250
(a) Conventional 0 950 9,750
(b) Sukuks 0 0 6,500

T-Bonds Matured 0 1,900 6,025
(a) Conventional 0 950 3975
(b) Sukuks 0 950 2,050
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Interest Rates

QCB’s earlier response in 2020 to policy rate cuts by
the US Federal Reserve and the evolution of liquidity
conditions influenced movement of interest rates in 2021.
As mentioned above, the US Federal Reserve kept its policy
rate on hold to near zero level throughout 2021 to help
economic recovery from the economic downturn induced
by the pandemic. Thus, QCB also kept all its policy rates
unchanged in 2021 (Chart 6-2).

Further partly helped by the extension of special repo
at zero rate throughout 2021, the primary liquidity in the
banking system remained at an elevated level. Thus, in the
money market, the abundant liquidity conditions, which
pushed down the average overnight interbank (AOIR) below
the QCBDR since end-March 2020, continued in 2021 as
well (Chart 6-2).

Chart (6-2)
Policy Rates and Average Overnight Interbank Rate
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Consequently, the AOIR in 2021 averaged 0.30%, with
a range of 0.14%-0.55% as compared with an average of
0.62% and a range of 0.10%-2.01% in 2020. Volatility in
the AOIR in 2021 declined sharply from 2020 as it remained
at a consistently lower level and within a narrower range
due to unchanged policy rates and sustained abundant
primary liquidity. Inter-bank rate across all maturities
declined in 2021 as the transmission of cuts in the QCBDR
in 2020 continued. Thus, the range of 0.14%-1.35% in 2021
across different maturities was significantly narrower than
the range of 0.10%-2.75% in 2020.

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

Aol GlguwVlg dJguulg duad il duwlbudl culjglaj

oid G Lo 3ty ALAT 30SLAN ya i dacugiie 3l o AL

LJLELA Z’, ,\2 é\_!a.u ‘%‘,Y' }mY‘Y\ ‘zLCUJ
u"a_&i"\j.Y’Y"ach}v%Y,’\—‘/‘,\‘éUa..'ﬁ'/’,-\YJa_ujlag
e Al JSEn VoY ale B elpidl (o Le 3l o sl
Bliad ey Hlpaiwly padeie i die Jog V0V ale
5,99 ZLA'.J:-_MU Bj__fafmj‘)_‘ma_‘.ul:u” QYMM&M?
[ORPESy- Y PO | R Iy XU 5 [ OIS -E 5 - W P [ PO |
@liaamill JLasl il ge Yo Y ale b Gla=iu¥l ol

00— /-

LYY ‘z\_cgﬁ é)SJ.d‘)JaBAJ)_AAHi‘.\_J?‘ 5..\_%\3)4_“ gﬁ
Sl pue VoYY ale B Yoo 7o, Ve Bl OIS (Sl
G2 Y Vo= Fn N Gl e xS0 inl Adlides (Blast !

(€E-1) a9 Jgan
(gl huwgio) Cgidl o Lo Ggw

Overnight Rate (%)

Overnight Rate Range (%) 0.10-2.01
Volatility in Overnight Rate® 118.7
Inter-bank Rate Range (%) 0.10-2.75

* Coefficient of Variation.

The transmission of policy rate cuts to deposit and
lending rates of banks for longer-term maturities continued
in 2021. Consequently, the weighted average interest
rates on customer deposits with maturities of more than
6-months fell further by a range of 11-31 basis points at
end-2021 from the corresponding levels of end-2020 (Table
6-5).
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maturities, barring less than 1-year, at end-2021 from end-
2020 ranged from 12-118 basis points (Table 6-5).
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Supervisory Regulations

Banks

Within the frame of implementing of the provisions
of the Anti-Terrorism Law promulgated by Law No. 27 of
2020, Qatar Central Bank) QCB) issued Circular No. 1/2021
regarding the Guide to Implementing Targeted Financial
Sanctions related to preventing the financing of terrorism
and preventing the financing of the proliferation of weapons
of mass destruction.

Considering the results of the National and Sectoral
assessment of the risks of money laundering, terrorist
financing and financing the proliferation of weapons of
mass destruction, and within the framework of the bank's
efforts to reduce these risks, the QCB issued:

In the context of protecting users of Financial Services
and following the Bank’s Circular No. 38 of 2019 regarding
the controls of banks" dealings with Money Transfer
operators, the QCB's Circular No. 14/2021 was issued
regarding the prohibition of monopolistic practices in
banks" contracts with Money Transfer Operators.

In the interest of the QCB for the safety of banking data,
and to reduce the risks of monopolistic operations, which
have recently increased, and to protect bank customers,
the QCB issued Circular No. 20/2021, regarding controls
and procedures to curb Electronic Fraud.

Based on the QCB's keenness on the safety and security
of information and financial infrastructure and to facilitate
access to financial services, the QCB issued Circular No.
22/2021 regarding the security controls for electronic
know-your-customer (E-KYC) procedures.

Within the framework of the efforts of the State of
Qatar to take all necessary preventive measures to limit
the spread of the Corona virus, and the QCB's keenness
on the commitment of all financial institutions to the
precautions, preparations and procedures necessary for
this, all other financial institutions have been obligated to
several measures to limit the spread of the epidemic.
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Within the framework of the State of Qatar's efforts
to mitigate the effects of the Corona virus pandemic on
the private and public sectors, in coordination with the
concerned authorities in the country, several related
circulars were issued, including postponing the entitlement
of installments for a period of six months, and the initiative
of the National Insurance Program.

Other Financial Institution

Within the framework of the efforts made to combat
the Corona epidemic, and in support of the decisions
issued by the Supreme Committee for Crisis Management,
finance companies have been directed to postpone the
outstanding loan instalments, and the interest/returns
arising from those loans for the affected sectors with low
interest/return, and without imposing any commissions or
Late fees without any impact on their credit rating, from
12/15/2021 to 12/31/2021.

To achieve compatibility between the executive
instructions of finance companies and the laws
issued by the state, Finance Companies have been
prohibited from accepting residential Real Estate
as security for facilities, with the exception of Real
Estate financed to be purchased or constructed by
the Finance Company.

In light of QCB's interest in developing infrastructure
in the field of technology in order to enhance initiatives
towards digital transformation through existing projects
that aim to achieve the strategic objectives of financial
institutions and build cooperation and coordination with
the Ministry of Transport and Communications regarding
strategic companies to establish global centres for cloud
computing with major companies Internationally, other
financial institutions have been instructed to review the
services provided by the cloud computing centres in the
country in order to localize data and enhance the optimal
use of advanced technology, and employ it to serve the
financial sector in @ manner that ensures the safety and
confidentiality of banking information.
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Within the framework of the State of Qatar’s efforts to
ban Monopolistic Practices, a circular has been issued to
exchange houses prohibiting the inclusion of any clause in
agreements with money transfer operators that violates
competition rules or provides for monopoly.

Insurance Companies

The supervisory instructions regulating the electronic
insurance brokerage business have been issued for
licensing the electronic insurance broker who conducts its
business through electronic means. and obligations of the
insurance company dealing with it.

A circular has been issued to insurance companies and
insurance support service providers regarding adherence
to the provisions of the Arabic Language Protection Law
No. (7) of 2019 and stressing the necessity of using the
Arabic language in all correspondence with the bank, and
in cases where it is necessary to use a foreign language, it
is used as a second language considering a translation of
the original edited into Arabic.

In order to develop the framewaorks regulating the work
of branches of foreign insurance companies operating in
the country, draft instructions amended to the executive
instructions of insurance companies have been prepared
that address various control aspects of foreign insurance
company branches such as capital, solvency margin and
deposit required from the branch, in addition to regulatory
requirements for governance and administrative and
organizational aspects within a branch of the foreign
company, which guarantees prudent control over the
branches of foreign companies operating within the country.
The draft is in its final stage, as it has been circulated to
insurance companies and notes are taken.

Draft instructions for the controls of insurance
companies’ dealing with receivables were prepared in order
to address many of the observations and applications that
were monitored in the insurance companies’ dealing with
receivables of reinsurance companies, other companies
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Supervisory Regulations

and distribution channels, which necessitated setting a
minimum set of controls on this subject and obligating
insurance companies to set an appropriate credit policy in
line with the size and nature of its business, in addition
to its adoption of internal control and control systems that
follow up on receivables. The draft is in its final stage, as
it has been circulated to insurance companies and notes
are taken.

Anti-Money Laundering and Terrorism Financing

Achievements

1- Efforts to combat money laundering, terrorist financing
and the spread of weapons of mass destruction
continued, in parallel with efforts to mitigate the
economic effects of the global Corona pandemic, and to
combat any crime patterns related to attempts to exploit
the pandemic and its circumstances to pass criminal
proceeds, or to exploit the accompanying economic
facilities to address the effects of the pandemic.

2- Qatar Central Bank (QCB) has continued to achieve one
of its strategic objectives by combating illegal activities
and unlicensed financial practices that try to exploit the
economic and international conditions to practice these
activities, with the QCB's plans to combat trafficking
in virtual assets and cryptocurrencies due to the high
impact and risks these practices have.

3- Coordination and cooperation continued with national
authorities, especially the National Committee for
Combating Money Laundering and Terrorism Financing,
the National Committee for Combating Terrorism, the
Financial Information Unit, and cooperating Ministries
such as Justice, Commerce and Industry, Finance and
Foreign Affairs, the Public Prosecution, and Judicial
Authorities.

4- QCB issued many instructions and directives to
Financial Institutions and the Banking Sector to develop
and modernize work systems with a focus on modern
banking products, which have been widely used as a
result of plans to address the impact of the Corona
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Supervisory Regulations

Pandemic, which raised the rates of use of modern
technological applications in executing remote financial
transactions in accordance with the health measures
implemented during the Pandemic.

5- QCB supports Financial Institutions in offering banking
products that are compatible with the Corona pandemic,
such as modern electronic payment methods, e-wallets,
and the use of modern technology for the principle of
know your customer so that the financial institution
can effectively implement due diligence procedures
remotely.

6- QCB has supported national efforts to combat the
practice of commercial activities without a license
in coordination with the Ministry of Commerce and
Industry, and the General Authority for Taxes and
Combating Cover-up as a crime that has negative
effects on the national economy and can be used in
Money Laundering and Terrorist Financing Crimes.

7- QCB has continued to raise its preparations for the
joint assessment of the country and the plan from the
Financial Action Task Force (FATF) and the Financial
Action Task Force for the Middle East and North Africa
(MENAFATF), and this assessment is expected to take
place during 2022.

Qatar Credit Bureau

The year 2021 was a milestone for Qatar Credit Bureau,
completing 10 years of successful operations in the State
of Qatar with strong support from Qatar Central Bank,
Members and Customers of the Bureau. The Bureau's
contributions are remarkable in building a highly efficient,
stable, and secured credit system in the State of Qatar.
Improvement in the World Bank Doing Business ranking on
Fase of Access to credit is clear evidence of Qatar Credit
Bureau’s contributions to the financial sector.

The Bureau consistently maintains the quality of input
data from member institutions to retain high levels of data
accuracy in credit reports. Bureau's products and services
helped to overcome risk management challenges for both
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member institutions and customers. Presently, 29 members
from both banking and non-banking sectors are using credit
bureau services for their credit decisions or information
verifications.

The COVID-19 pandemic started by the end of the year
2019, affected economies, communities and individuals
worldwide. Even though the credit market is witnessing
a slowdown due to the pandemic, Qatar Credit Bureau
generated 428,637 credit reports and 273,227 dishonored
cheque reports during the year 2021.

Qatar credit bureau provided uninterrupted services
even during the second and third wave of COVID-19. The
online services introduced by Qatar Credit Bureau helped
to serve customer demands during the pandemic period.

Qatar Credit Bureau is an authorized Local Operating
Unit (LOU) of Global Legal Entity Identifier Foundation
(GLEIF). Bureau offers LEl services to Create a new LEI /
Update LEI information / Renew LEI on annual basis/
Transfer LEI from another LOU. During the year 2021, there
were 46 renewals and 7 new registrations of LEl accounts
done by Qatar Credit Bureau. The Bureau also initiated
a marketing plan to attract more companies to avail LEI
services.

During the year 2021, Qatar Credit Bureau signed a
Memorandum of Understanding (MoU) with the Qatar
Financial Center (QFC). Under the MoU, QFC will provide
data of the companies registered with it to the Credit
Bureau.

Major Credit Bureau performance highlights for
the year 2021 is given below:

e (Qatar Credit Bureau generated a total of 701,864
reports (consumer 598,158 and commercial 103,706)
during the year 2021 against 402,127 reports (consumer
347,821 and commercial 54,306) during 2020.

dulsl logleill

e laill (e IS e Tyne YA o oLl coByll o
cebasleall (e il 5i Zalai¥] wgilyly® 3Ll o A alasyl

L3 55150 Y014 ale Aulg Joloms 1 miiesS Anily el

o bl sl psen 2 1,8V paimally sLa®Y e
ot Lol s 1315 gy LB Gy 0 (0 o
LBl oy EYALYY 3 ale¥l claglacll 5 Ld 5,
YY) ale JOLA Aamyell SNl e |y yE YVY, YTV,

093 alens @ o ALY claglaall ;13 3 Sy yat il

NS Lmile (e LN 3 S Ao gell M5 gLzl

Silaslaall 5103 36,0 Lgand Lall e BY) ;e ool el
gl 3,5 M3 D anll llls Lli 3 3 5LaSY|

Aplms Jua i 3uo g ALedVl cilaslasl] jlad 5850 jiay
ading - Aellall 25 glall LS Ca)ae Aawcufed Aals Busias
O B ae sLadY 308l GLLSY alayes cilans 3S,al
/ 3slall SLLSH lajae cilaglis couml / dqas S5l
st / s el e A0000E1 LS il Bhas dpuss
YoVY ale P53 Y (oyae e Adgilall LIS eilabas
el hae bliimd Susas el Vg o 61 elia oS
LeS 2 0Le¥l culaglasll ;1a3 350 Loy al® 2 5La0 @lSLSI
salai e @l S (o el ) died Audn g Adad 3,01 Ty
LGN LS eildyas culaus s

5ySke Yo YY) ale DL 3 5LeB¥l calaglacll ;13 S50 o3

ot (@alddl 5, S0 cox gy Jloll ) lad S50 ae @alss

b3 3850 Gl dpad A el IS, Al S ULy Jlell j1a3 5550
LA OLaSY b aglacld

)8 j Ao clall d il bLal jiof gy Losd
0 ols) & yiloill wlogleol)

¢UJL&'43\)_J).EV‘\ ,ATE @L&'JY‘QLAM)JAB)S)AJME o
VoYLV el o ya3 04A, Y OA 5|, aYl o la Lgia il
2 YTV (Llae VoYY ale A iS5 all ALel o pa
oLl oy YEV L AYY sl al o lE Lgie coily (Ll
YeYeale IO ISyl LSl ,a 08, Y

Forty Fifth Annual Report 2021

[ ygeyVig guolddl gg il prail 82



Supervisory Regulations

The Credit Report generated during the year 2021 is
428,637 against 333,051 during 2020.

The Dishonoured Cheque Report generated during
the year 2021 is 273,227 against 69,076 during 2020
("Dishonoured Cheque Report” launched on 1st
September 2020).

A total of 701,864 reports generated during the year
2021 includes 660,068 reports through member
institutions and 41,796 self-Inquiry reports.

Qatar Credit Bureau issued 23,340 self-inquiry reports
through its online payment platform (launched on 28th
March 2021) and 18,456 through customer service
during the year 2021.

The number of credit report disputes registered by
customers during 2021 is 1,310 against 464 during
2020. There were 693 disputes registered using online
service and 617 through customer service during the
year2021.

Consumer Credit QR. 249,800 million at end-December
2020 against QR. 253,330 million at end-December
2020.

Consumer delinquency (more than 90 days overdue)
increased to 8.19% at end-December 2021 from
5.97% a year ago.

Commercial Credit (excluding governmental entities &
companies and companies not registered with MCI) at
the end of December 2021 is at QR. 265,385 million
with a year-on-year growth of 1.40%

Commercial delinquency (more than 90 days overdue)
increased to 5.31% at end-December 2021 from 4.75%
a year ago.

Data Source: Figures are based on Credit Bureau
database
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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 2021, while the value of notes in circulation
declined that of the value of coins in circulation grew. At the
end of December 2021, the value of currency in circulation
stood at QR 24.53 billion, showing a decline of 6.4%, as
against the sharp increase of 60.3% in 2020 on account
of issuance of new notes in December 2020. This decline
reflected the increased replacement of old notes by the
new notes. However, value of currency notes of 200 riyal
denomination in circulation in December 2021, which was
issued for the first time in 2020, grew rapidly by 138.5%
from the previous year. The value of coins in circulation,
on the other hand, increased to QR59.0 million at end-
December 2021, higher by 11.8% over end-December
2020. (Table 8-1).

As the old notes were increasingly replaced by the new
notes, the volume of banknotes also declined by 3.2% at
end-December 2021, as against the increase by 18.8 %
observed at end-December 2020. As was the case with
value, mentioned above, volume of 200-riyal denomination
in circulation grew rapidly by 138.5% at end-December
2021 from that of end-December 2020. In terms of valug,
the 500-riyal denomination accounted for 76.0% of the
total value of currency notes in circulation, while the 1-riyal
denomination constituted about 44.9% of the total volume
of banknotes in circulation.
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Table (8-1) (I=-N) @8y Jgan
Notes and Coins in Circulation (end of Year) (duwdl lai) dJglaladl duareallg dud)gJl colae]l
NI
Value in Million QR JLy ¢ysllls 2a | Volume in ‘000 Pieces sl cai¥L @l
QR 500 12,923 20,200 18,649 25,845 40,399 37,298
QR 200 0 901 2,150 0 4,507 10,750
QR 100 1,906 2,996 1,991 19,055 2985 19,910
Notes QR 50 825 1,344 906 16,491 26,879 18,120
sl et QR 10 366 416 445 36,586 41,589 44,500
AR5 185 212 244 37,065 42,478 48,800
QR 1 148 150 146 147,815 150,330 146,000
Total 16,352 26,219 24,531 282,857 336,137 325,378
Value in Million QR JL, ¢ysutls 2aiatl Volume in ‘000 Pieces a3 caiSL, wzesl
QD 50 37 37 4 73,387 73,407 81,260
Qb 25 15 15 17 60,872 60,881 69,760
Cains Qb 10 -- -- -- 2,405 2,408 2,700
Aiadl glal QD5 3,341 3,347 3,400
QD1 -- -- -- 1,802 1,813 2,000
Total 52 52 59 141,807 141,856 159,120
- The value is less than a million. Ogula e JBT Al —
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Public Debt Management

The sharp recovery in global energy prices in 2021 led
to twin surpluses in the current account and government
budget, with significant domestic liquidity implications.
Because domestic liquidity conditions in 2021 continued
to be affected by the three traditional factors: (1) foreign
exchange inflows, (2) government spending and (3) the
growth of credit and deposits. Besides, the zero rate repo
facility, which was extended throughout 2021, continued to
play an important role in the development of liquidity.

However, net domestic assets of QCB increased only
marginally, partly due to decline in QCB's claims on banks.
Net capital inflows and accumulation of net foreign assets
of QCB were also moderate as there were significant net
outflows in the capital and finance account of balance of
payments, which largely offset the huge current account
surplus. Thus, primary liquidity in end-December 2021
declined marginally while reserve money grew by a small
margin, but both remained around the elevated levels of
end-December 2020 when they rose steeply.

With regard bank deposits, non-resident deposits grew
at a significant pace and formed an important source of
liquidity in 2021. Public sector deposits also grew at a
significant pace, reflecting the improvement in revenue
collections emanating from high oil prices and increased
exports. Domestic private sector deposits, on the other
hand, grew only marginally.

As for bank credit, credit to public sector grew
significantly, primarily driven by ‘government institutions’
in 2021. Bank credit to the private sector in 2021 grew
almost at double digits led by sectors such as “industry”
‘services”, ‘contractors’ and “general trade”. By contrast,
“credit outside Qatar” contracted significantly. But the total
bank credit grew at a reasonable pace in 2021.

It was in the above backdrop that the liquidity
management operations of QCB were carried out. In these
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Currency Management and Public Debt Management

operations, public debt management by way of issuances
and redemptions of T-bills/bonds, particularly T-hills,
play an important role since they modulate the durable
liquidity in the banking system. The aim of these liquidity
operations continued to be ensuring a comfortable liquidity
in the banking system.

Table (8-2)
Treasury Bills

olellpallgdlaeliglal

ol /Ayl @il slsialy Slacel Gyl e alall
25l W gl Jows LY Laga |yan ciiyiedl ol sT Lews¥s
38008 Al ailibes (e Cagll ad - B yanll alaill s

8 el LI 5 Am e Al (oLein

M=N) @dyJgar
Al abgal

QR Million (gpins Juy ygilo

T- Bills Issued 10,750 7,100
91- day 5,625 3,700
182- day 3,125 2,200
273- day 2,000 1,200

T- Bills Matured 11,840 8,050
91- day 6,225 3,800
182- day 3,925 2,400
273- day 1,690 1,850

T- Bills Outstanding (Year- End) 3,950 3,000

During the year 2021, 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 hillion in liquidity during
the previous year (Table 8-2).

On the other hand, it is noticed that no treasury bonds
were issued, while treasury bonds and Islamic sukuk
matured in the amount of QR9.3 billion during 2021, which
led to an injection of permanent liquidity of QR9.3 billion
(Table 8-3).

7,200 7,200 Bysles Hina Silighi
3,600 3,600 FVEY
2,400 2,400 as VAY
1,200 1,200 Az YVY
7,200 7,200 Aawe s Sligai
3,600 3,600 FVEY
2,400 2,400 as VAY
1,200 1,200 as YVY
3,000 3,000
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Table (8-3) (F=N) a8y Jgan
Public Debt Management By QCB Gioradlad pno il o olell pallgjlal
QR Million 3105 Uy (ygalo

I (pe (+) fadl / (-) pobaie¥ Solo
3 oat Net Absorption (-) [ Release (+) Throug

Period

2018 1,090 0 1,090
2019 950 -17,974 -17,024
2020 0 21,325 21,325
2021 0 9,275 9,275
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Payment and Settlement System

Payment and Settlement Systems

Aresilientand well-functioning payment and settlement
system plays a significant role in maintaining monetary and
financial stability. QCB's policies, therefore, have always
been focused on improving the safety and efficiency of
payment systems. Along with it, QCB continues to pursue
its agenda of migration to e-payments to achieve a cashless
society as envisaged in Qatar National Vision 2030, which
necessitates constant improvements in the availability
and accessibility of electronic payments systems. QCB's
policies, in 2021, were further directed toward meeting the
payment needs of the historic FIFA World Cup 2022 event
to provide a seamless payment experience to the fans.
Against this backdrop, in 2021, the QCB has taken several
measures on the payment front.

The usage of electronic payment methods in Qatar has
increased significantly in recent years due to changes in
consumer behaviour induced by the coronavirus pandemic
as well as the regulatory measures initiated by the QCB. On
the regulatory front, in 2021, QCB's focus was on developing
a regulatory framework at par with the international
standards for licensing and regulating non-bank payment
service providers to augment the payment services offered
by the existing financial institutions. In this connection,
QCB has issued the Payment Service Regulation (PSR)
which provides a forward-looking and flexible framework
for the oversight and licensing of payment services offered
in Qatar.

It has been designed based on the principles of ensuring
regulatory certainty, proportionality, consumer protection,
and financial stability while encouraging innovation and
growth of payment servicesand otherfinancial technologies.
PSR stipulates the regulatory requirements for offering
various payment services such as issuance of electronic
money in various forms like e-wallets, prepaid cards, etc.,
fund transfer, setting up of payment gateways, and other
systemically important payment systems in the country.
The Fintech firms responded positively to this initiative with
QCB receiving more than a dozen applications for offering
payment services in Qatar. Moreover, QCB has set up a
regulatory sandbox to support these FinTech companies
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Payment and Settlement System

in launching their services smoothly and gradually under
an enabling regulatory environment with regular guidance
and supervision from QCB. For this, an exclusive FinTech
section was also set up in QCB to act as a single window
for all FinTech related regulatory requirements.

Although payment has been strategically prioritized
as one of the key verticals in the first phase of the fintech
development, QCB recognizes the imperative need for
developing other related fintech verticals in the ecosystem
suchas insurance, lending, etc., for the overall development
of the Qatar economy and the financial system. Accordingly,
QCB has initiated a project in this regard to develop a
regulatory and licensing framework for various financial
services offered under these fintech verticals. This project
also examines the emerging trends in financial market
infrastructure developments such as APls standards for
better interoperability, open banking, electronic Know
Your Customer (e-KYC), Central Bank Digital Currency,
etc., to recalibrate QCB's fintech strategy aligning with the
evolving market needs and the international developments.
Meanwhile, considering the urgent need and significance
of safe and faster digital onboarding of customers and
protecting their personal and financial information, QCB
has issued regulations on e-KYC and Information security
which is applicable horizontally across all fintech verticals.

Specific to the arrangements made to support FIFA
World Cup 2022, QCB has advised all banks to make the
necessary arrangements to facilitate acceptance of all
major international cards and wallets in Qatar to provide
a seamless payment experience to thousands of football
fans arriving in Qatar. In this connection, major banks
have partnered with popular international card networks
and payment service providers to facilitate acceptance
of widely used international cards such as Master, VISA,
AMEX, Diners Club, UnionPay, Rupay, etc., and wallets
such as Apple Pay, WeChat, etc in Qatar. Further, banks
are gearing up to issue mobile wallets and prepaid cards
to visitors to facilitate the fans to make QR Code based
payments. Moreover, recognizing the role of Fintech firms
in supporting digital payments, QCB has accelerated
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Payment and Settlement System

the process of licensing ~ Payment Service Providers
(PSPs) to augment the services presently offered by the
banks. A host of other measures have also been initiated
under close guidance and supervision of QCB to provide
enhanced digital payment methods across shops and
other establishments in Qatar to improve the shopping
experience of residents as well as visitors.

Further, In order to oversee and guide the bank to adopt
more efficient and safe payment methods that meet the
needs of the financial system, a high level committee on
Payment and Settlement Systems and Information Security
has been constituted under the chairmanship of HE Sheikh
Bandar bin Mohammed bin Saud Al-Thani, Governor of
Qatar Central Bank. The committee monitors development
in the payments and settlement landscape and ensures
that the regulatory and market infrastructure arrangements
in Qatar are appropriate for the evolving market needs
arising from the new technologies and business models.

On the infrastructure development front, a project has
been initiated to upgrade the payment infrastructure of
QCB and the project is progressing as per the schedule.
Once the project is completed, QCB will have a world-class
payment infrastructure with state-of-art technology and a
sound regulatory framework that facilitates a safe, secure,
and efficient payment ecosystem in Qatar.

Managing risk faced by the payment and settlement
system is one of the key activities to achieve financial
stability. Thus, the ongoing efforts of managing risk
managing cyber threats and minimizing disruptions to
payments and settlement systems, with sound Business
Continuity Management (BCM) practices, continued in
this year as well. With all these proactive initiatives, QCB
has ensured that all the Payment and Settlement Systems
remained resilient throughout the year and successfully
processed a record volume of 162 million transactions
worth of 4.4 trillion Qatari Riyal without any major issues.
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Retail Payment Systems

The Covid-19 pandemic induced acceleration in
the adoption of electronic payment methods and the
consequent decline in the usage of cash and cheque for
retail payments continued in 2021 as well. The retail
payment systems in Qatar include the Electronic Cheque
Clearing System (ECCS), QATCH which 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). The
number of transactions processed in these retail payment
and settlement systems has surpassed 162 million in 2021
as compared to 133 million transactions processed in
2020, registering a remarkable growth of 21.7% over the
previous year.

This was primarily characterized by the increased
usage of debit card transactions through NAPS. As in the
previous years, the retail payment systems processed more
than 99% of the total payment transactions. While ECCS
processed close to 4 million transactions in 2021, QATCH
and NAPS handled 10 million and 148 million transactions
respectively. The steady decline in the percentage of
cheques processed to the total electronic fund transfers
from 63% in 2018 to 38% in 2021 underscores the shift in
consumer preference towards digital paymentmethods. This
shift is characterized not only by the changing expectations
of consumers but also by several supply side factors. These
include Launching of digital wallets, tokenization of cards,
the proliferation of Fintech firms that provide payment
services to merchants, launching of new payment methods
such as QR Code, mPQS, contactless payments etc. driven
by ongoing advances in technology as well as regulatory
initiatives such mandating exchange houses to offer
electronic payment methods, waiving interchange fee by
QCB, launching of Qatar Mobile Payment System (QMPS),
favourable regulatory environment, etc. also attributed to
such rapid growth in digital payments.
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Wholesale Payment System

The main wholesale payment system operated in Qatar
is the Real Time Gross Settlement System (RTGS). RTGS
settles high-value interbank financial transactions on a
real-time gross basis. During the year, RTGS handled QAR
2.2 billion worth of transactions, a marginal increase of
1.75% over the previous year. However, in terms of number
of transactions, RTGS system has registered a growth rate
of 35% over the previous year. In addition, RTGS settled
33 thousand high value cheques with face value more than
QAR 1 million on gross basis. Regarding the settlement
of transactions related to central bank market operations,
as in the previous years, the value and volume of QMR
deposits remained much higher as compared to QMR loans
indicating that the banking system had adequate liquidity
through the year.

Clearing and Settlement System

The clearing and settlement system plays an important
role in maintaining the financial stability of a country. As
payments expected from one participant is a source of
fund for other participants in the system for settlement,
the failure of one participant in the system may lead to
the likely failure of other participants in fulfilling their
payment obligations. Due to such interconnectedness of
participants in the system, settlement risk arising from
one or more participants may become a source of systemic
risk in the financial system and may affect safe and timely
settlement of the payments. The settlement relating to
interbank payments, therefore, is normally done in central
bank money. The settlement of financial transactions can
be done individually on a gross basis or in batches on net
basis. Both have their own advantages and disadvantages.
Although the gross settlement minimizes the settlement
risk to a large extent, it requires the participating banks
to hold large balances in the settlement account for
settlement purposes. At the same time, net settlement
reduces the balance requirements considerably as
incoming and outgoing payments get offset while netting.
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Payment and Settlement System

In Qatar, while the large value transactions processed
in RTGS are settled on gross basis, the retail payment
transactions such as low-value cheque transactions,
transactions through ATMs, Point of Sale (POS), QPAY and
QATCH are settled on net basis. The smooth functioning
of the settlement system, therefore, depends on the
availability of adequate balance in the settlement accounts
of the participants.

During the clearing and settlement process, if one or
more participants in the system do not have sufficient
liquidity to settle their payment obligations, QCB makes
available the necessary credit on an intraday basis. The
intra-day credit (IDC) extended to the banks get reversed
automatically during the clearing window when the banks
receive incoming payments. However, at the end of the
clearing window, some banks still may have shortfall
in their settlement accounts. An extended window of
30 minutes from the close of business hours of payment
system is given to the banks to meet the shortfall in their
settlement accounts. In 2021, the amount of IDC availed by
the banks was just 6.0% of the total payments settled in
the system as against 9.2% in 2020. Moreover, on average,
banks had positive closing balance in their settlement
accounts indicating that the clearing and settlement
system had sufficient liquidity for timely settlement of
payment obligations of all the participating banks
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QCB Information Security

QCB Information Security

In recent years, technology has become an integral
part of the financial system and it continues to grow
at an exponential rate. This, however, is met with the
necessity to ensure the resiliency and security of these
technologies to safeguard valuable assets and data. The
Information Security (IS) department at Qatar Central
Bank has set objectives to meet these challenges to
enable them to mitigate the growing threat landscape,
ensuring the resiliency and security of the financial
sector. To realize these objectives, the IS department has
deployed several high-level initiatives aimed at resiliency
and security in time for the World Cup. These initiatives
include increasing inter-agency collaboration, reinforcing
security awareness programs both internally and across
the sector, and establishing sector-level projects aimed at
proactively recognizing and confronting current and future
threats. In parallel with the above-mentioned objectives,
the IS department is also investing and developing human
capital to meet these requirements through training and
cultivating talent. To ensure the accomplishment of any
required objective as well as ensuring a high-level of
competency in the field.

Information Security Governance in 2021

QCB conducts inspections on its stakeholders on a yearly
basis that follow a defined process which is supported by
an assessment framewaork based on existing circulars and
regulations. Accordingly, the constituents are assessed
and provided with remediation plans based on their stated
priorities and the findings discovered. Additionally, a review
process was developed and deployed for FIFA World Cup
2022 Cyber Security framework compliance. This review
process aims to develop internal compliance checks based
on QCB regulations.

Guidelines and Circulars

The pandemic has put considerable restrictions
on organizations on a global level. In response to the
restrictions put in place, the financial sector has adapted
to ensure business continuity along with several regulatory

Gl fnd pno ailogleo ol

64 0ll phd Gpno wlogleo ol

U FUC IO B ORIt DU I JUEC JERE O/
o oelI3 ag . 3Ll Jotas sadll B ety Ll ALl
Alame! s Luimill o3 ¢yals Aig pe Ol Bygpins sadll 158 Al
o8 Slasleall el 31af s a3y Aeull wLladly Joaadl
LetsSal alamill o0 a &gyl Lalial (638 ,all 13 by ne
Higpa cyains Las cdual yiedl olosagll s (pe Casaiill (s
el 331 iy vbla oW oita il . aialy Lell LIS
Al g I sganall Aagy lyluall ¢y ol cileslas)
oia Jodg . @ Iladl (WIS conliall e Bgll 8 oVl A3g el
B il el pady YISl oy ool 33l il yaleall
posbiia sLsily cpLbasll ey 1A Gpsnall e & el
e 3Ll Sy oy aill ] g pLball g ine Lo
Colaa! e (6315305 - Lt l5as Aubiiianally Adlall cloagal
oty Ll calaglaall ¢yal 35lal 5ol aitiods codlel 5,5S0ell
iy ool O3 e lllatall i 2] 65 2l) JLa
s Olas LISy cisllas Coun (T 3aamd Glasal . coalgal!
el s 8 5L (e JLe

r.r g4 wlogleoll (ol dosga

clomol e (s aldee @3S ell 1 lad By ins g om
Dbl dage e daume loe a1l Goimw pulal e Amliaddl
REEN| T_a;m L { P PN | PSRN, Z V- Y DV
Latlistsl e 2 zolall dataiey Langgyiy lisSall @l oy
Lilae poshad @3 ol ) 2Bl L 2a 3Sall e 5luilly Ailaal]
mmead| a¥1 e LY JUa¥! Jaf oo Loy sy dan | ol
o0 Banpadl Alae (Bugd g Y0 YY alall 5,80 @Iladl uiSY
Coyine 7 3ls) e Eli BRI JLineY ] lamgmi 5 ssla 1]
LGSl plad

oo leilg wlalisyll
Ssiaudl e Slelaiall e 3y 1353 sLugll aing 3l
ALl plaall (S5 g piall 3gal Alaiialy oallall
s amall g coin 1 L Jlae¥1 Al ple
ol laslaall ¢yl 313 Lgtand -l & sadaiall ol g Lul

103 Forty Fifth Annual Report 2021

I ygeVig puolddl ggiul prail
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developments put forth by the IS department which enabled
the financial entities to onboard customers remotely and
securely, such as the circulation of eKYC regulations.

The circulars were released to aid in the implementation
of technologies to ensure that best practices and measures
are adhered to. Communication between QCB and its
constituents has increased along with persistent updates
to the circulars and security advisories, adapting to the
shifting landscape of a global pandemic.

Information and Cyber Security Support for the
Financial Sector

The IS department conducts quarterly meetings with
the banks in order to work in collaboration with the
constituents, especially with the upcoming FIFA 2022
World Cup. These meetings include the presentation of new
security advisories and information as well as promoting
constant communication between financial institutions and
the regulatory body governing them.

Key Projects

In 2021, the IS department began deploying projects
aimed at enhancing cybersecurity both internally and
externally for its stakeholders. Some of these projects aim
to raise security awareness by incorporating knowledge-
based modules and tests. Other projects aim to ensure
secure communication flow to and from the Central Bank.

Risk Indicators

The key risk indicators of the financial sector have
shown a decrease in the overall number of security events
in 2021 in the banking sector compared to the year 2020.
These key risk indicators include data on the number of
security events and has seen incremental fluctuation of
activities from quarter to quarter. QCB has been working
closely with the financial sector to identify and mitigate key
risk indicators, by deploying a set of effective measures for
the entities via circulars and regulations to help control and
mitigate the arising risks.
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Evolving Threats and Trends

Cyberattacks are becoming more and more
sophisticated and targeted these days, it has become of
paramount importance to adapt and detect such threats
in a proactive manner. The IS department has developed
proactive measures and plans in alignment with QCB's
strategic objectives in order to detect these trends and
potentially threatening activities. Proactive measures
help avoid costly reactive actions and recovery options by
mitigating the incoming threats before they pose a threat
to the financial sector.

Security Monitoring and Incident Response

In conjunction with the proactive measures and
strategies implemented, the IS department is continuously
evolving its strategies and planning to match and respond
to threats and threat actors. The IS department has also
utilized the exchange of the latest security advisories
and patching recommendations in collaboration with
different entities. This has facilitated the efforts of the IS
department in enabling the effective collaboration with the
financial sector in sharing critical information to minimize
the potential impact of any threat.

A majority of the security advisories sent to QCB's
constituents were related to targeted campaigns observed
in the financial sector that were then shared in the above-
mentioned banking security meetings. Another category
of prominent security events that was shared covered
the serious vulnerabilities that arose throughout the year
across different technology platforms and the mitigation
strategies that the financial sector must undertake to patch
and secure these critical systems.
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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 2021 stood at QR 274.52 hillion, which
is higher than the end of 2020.

The remainder of this chapter briefly describes some
of the important developments in the assets and liabilities
of QCB during 2021 and how they got reflected in the
international reserves (assets) of QCB and on reserve
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Table (11-1)
Financial Statement of Qatar Central Bank
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Unclassified Assets 24,033 39,253 47,008 7,754.6 19.8 Lilina jue Cildgaga
Assets = Liabilities 233,136 264,202 274522 10,319.7 39 Olhigliat| = Silaga ol
Currency Issued 16,404 26,271 24,590 -1,681.2 6.4 sl a3
Due to Government 349 1001.6 4700.2 3,698.6 369.3 LagSell lamtiius
Capital and Reserves 147,311 149,892 149,892 0.0 0.0 aldol Yl JUI ul,y
Required Reserves 37,448 40,268 43,612 3,343.1 8.3 RSN [P S VER |
Deposits of Local Banks: 18,205 34,676 34,274 -402.6 -12 At e gidl Slag
Excess Reserves 4,987 24,384 10,092 -14,291.1 -58.6 Lilall o bds Lo
Others 13,218 10,293 24,181 13,888.5 134.9 N3
Unclassified Liabilities 13,418 12,092 17,454 5,361.8 443 Lalina yue cibigllaa
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Assets Side

As mentioned above, the total assets of QCB at the end
of 2021 increased to reach QR 274.52 hillion from that of
OR 264.20 hillion at the end of 2020 (Table 11-1). A major
portion of these net foreign assets was deployed in the
form of investment in foreign securities, which increased by
21.8 % to QR 109.40 billion at the end of 2021 as compared
with an increase of 11.9% during 2020. As a result, the
largest component of QCB's assets at the end of 2021 was
foreign securities forming 39.9% of total assets.

QCB's balances with foreign banks, on the other hand,
decreased sharply by 41% to QR 26.1 billion at the end of
2021 from QR 44.3 hillion at the end of 2020.

During the same period, the value of investment in
gold also decreased by 4.2% to QR 12 billion from QR 12.6
billion. On the other hand, SDR deposits increased to reach
OR 5 billion.

The domestic assets in the form of balances with local
banks during 2021 declined somewhat from 2020 due to
decline in economic support packages provided by the
government. These balances decreased by 2.5% to QR 74.9
billion at the end of 2021 from QR 76.8 billion at the end
of 2020.

Other domestic assets increased by 19.8% to QR 47.01
billion at the end of 2021.

With further accumulation of  foreign exchange
reserves by QCB during 2021, the international reserve
adequacy indictors at the end of 2021 rebounded from that
of end 2020.

The international reserve to currency issued ratio of
622.6% at the end of 2021 was more than 6 times the
stipulated minimum of 100% in the QCB Law (Table 11-2).
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Table (11-2)
Indicators of Reserve Adequacy of QCB
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QR Million  (gpas JUy ygulo

QCB's International Reserves (Net) 53,903 110,496 144,304

Currency Issued 16,540 16,216 16,404

Monetary Base (M0) 62,771 82,866 72,057

Reserves Coverage Ratio of

Currency Issued (%) 3259 6814 8797

Monetary Base (%) 85.9 1333 2003
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 (MO) (Table 11-3)

Table (11-3)
Components of Reserve Money
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(1) Currency Issued 26,271.0 24.590.20
(2) Total Reserves (a + b) 50,561.3 53,703.90
a. Required Reserves 40,268.4 43,611.50
b. Excess Reserves 10,292.9 10,092.40
(3) Others 24,3835 24,181.40
MO [1-2-3] 101,215.8 102,475.50
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.
-1,680.80 Jball uEdi (1)
314260 62 (@ +) Sldolas¥ e (Y)
3,343.10 8.3 eIV Glas Yl
20050  -1.9 LSl elblaa .o
20210 08 G (%)
1,259.70 1.2

(Y+Y+)) Adoliis ) 39t

119 FortyFifth Annual Report 2021

I ygeVig puolddl ggiul prail



Financial Statement Of QCB

During 2021, reserve money increased by 1.2% to QR
102.5 hillion at the end of 2021 from QR 101.2 billion at the
end of 2020. On a month-on-month basis, reserve money
grew in six months of 2021 viz. February, March, June, July,
October, and November, while it declined in the remaining
months, particularly in September (Chart 11-1).

Chart (11-1)
Reserve Money Rates
(Month-on-Month Basis)
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The fluctuations in reserve money during 2021 was
largely accounted by the fluctuations in primary liquidity
i.e., net QMR deposits plus excess reserve balances of
banks with QCB. Net QMR deposits decreased marginally
by 0.8% to QR 24.18 billion at the end of 2021 from QR
24.38 billion at the end of 2020. Excess reserves of banks
also decreased by 1.9% to QR 10.09 billion at the end of
2021 from QR 10.3 billion at the end of 2020. By contrast,
required reserves grew by 8.3 % to QR 43.61 billion, as
total deposits of banks grew. Currency issued declined by
6.4 % to QR 24.6 billion from QR 26.3 hillion.
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The growth in reserve money was driven by rise in = Jywo¥l ol glas)b T_:.}b.s.a EA IS PSP POV
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Policy Developments

With the ongoing recovery in global energy prices,
the Qatari economy will make significant gains in 2021,
particularly in the External Sector and the Public Finance.
There was also a double surplus in 2021 versus the double
deficit recorded in the previous year, as both exports
and trade surpluses rose consistently and exceeded pre-
pandemic levels by a large margin. As a result, the current
account surplus increased and recorded a large surplus,
and there were significant gains in Government Revenues,
despite the increase in Government Spending compared
to the previous year, and accordingly, a Fiscal Surplus was
recorded in 2021 compared to a deficit in the previous year.
Most of the special macroeconomic and financial packages
announced by the Government and Qatar Central Bank
in 2020 continued to contain the negative effects of the
epidemic in 2021. The current account surplus, in addition
to the low-cost liquidity available in Global Financial
Markets, has resulted in an overall balance of payments
surplus. continuous accumulation of foreign exchange
reserves. As in most countries, with the easing of economic
closures, the local economy expanded in 2021 in contrast
to the contraction experienced in the previous year .

The objectives of the Qatar Central Bank during 2021
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 domestic
liquidity conditions during 2021 remained affected by
three traditional factors: (1) foreign exchange inflows, (2)
government spending, (3) deposit and credit growth; The
monetary framework of the Qatar Central Bank continued
during 2021 to link the exchange rate of the Qatari riyal
to the US dollar to ensure monetary and financial stability.

During 2021, the zero-interest rate repurchase
agreement that was introduced in March 2020, was
extended throughout 2021. This window was to provide
additional liquidity to enable banks to defer loan
repayments and extend soft loans. A significant amount of
liquidity continued to be pumped through this window in
2021 into the banking system to ensure adequate credit
flows and aid in the economic recovery from the pandemic.
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Non-resident deposits grew at a significant pace and
continued to be an important source of liquidity. Public
sector deposits also grew at a significant pace in 2021,
reflecting the impact of the improvement in revenues
resulting from higher energy prices and exports. On the
other hand, domestic deposits of the private sector grew
only marginally. Bank credit to the public sector also
grew significantly, while bank credit to the private sector
recorded close to double-digit growth in 2021. In contrast,
“credit outside Qatar” shrank significantly. Overall, total
bank credit grew at a decent pace in 2021, albeit at a
slightly lower rate than in 2020.

The liquidity management framework of the Qatar
Central Bank in 2021 remained the same in 2020. While
the main monetary policy actions taken during the year
were as follows:

In 2021, the US Federal Reserve kept the interest
rate steady at a level close to zero, while continuing the
quantitative easing program until the end of November
when it began reducing the program, and given the
system of pegging the Qatari Riyal to the US dollar, the
official interest rates of the bank mostly respond to price
movements US Federal Reserve policy; Meanwhile, to help
the local economy continue to recover, the Qatar Central
Bank kept official interest rates steady at their previous
levels.

Maintaining the bank’s deposit rate at the same level of
1.0% since March 2020.

Maintaining the bank’s lending rate at the same level of
2.50% since March 2020.

Maintaining the repo rate at the same level of 1.0%
since March 2020.

Maintain the required reserve ratio at the same level of
4.5% since April 2017.
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The QCB announced on December 16, 2021, when 2,45 o8 codl adie VoY) jewns V1 8 Gy iadll oy le
stardtinglj th? impler?e;tation of ’[heI future stratekgy for ‘;]he el a e ol (el gl Bl el Bl
gradual safe exit of the exceptional support packages that . . LYl e At i L] 21 350 oY)

it launched within the comprehensive economic support N . . - ]
plan for the state, which has proven its effectiveness in !l S oe adiill 5 Lgilels conal -l adsl

mitigating the negative effects of Covid 19, through a  ='» ousrisy g o> IS e Uby N8 W8]
gradual and deliberate exit that considers the interaction cuad) leadl yolas caliea ow Jeladl
between various policy measures.
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Main Monetary 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
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Qatar Economic Outlook

Qatar economy is in recovery phase from the impact
of Corona virus, supported by high vaccination rate, swift
actions taken by government and regulatory authorities,
higher oil prices and relaxation of mobility restrictions.
Driven by broad-based growth in non-oil GDP sectors,
the Qatar economy achieved a positive growth of 1.5% in
2021. The economic outlook for 2022 remains favourable
on account of rebounding of domestic demand, projection
of higher crude oil prices due to geo-political conflicts and
supply side constraints, boost to construction activities
related to North Filed LNG expansion projects and hosting
of FIFA world cup.

In 2021, GDP at current prices increased by 24.3%,
reflecting significant gains from oil and gas exports. This
was due to the recovery in global oil demand and prices,
as global economy started recovering from increasing
Covid-19 vaccination rates, loosening pandemic related
restrictions, while the crude oil production increased more
slowly.

In line with the gradual economic recovery underway in
GCC region, following the vaccination driven normalisation
and supportive policies, Qatar too has rebounded to
positive growth in 2021. As per the latest estimate of
the IMF, Qatar's GDP is projected to achieve an economic
growth of 3.2% in 2022. Some of the downside risks to
the outlook are emergence of potential new virus strains,
geo-political tension and conflicts and more volatile global
financial conditions.

During 2021, almost all the major subsectors of non-
oil sectors such as manufacturing, construction, trade and
transportation posted a positive growth. Going forward,
non-oil sector growth will be supported by the domestic
demand, hosting of FIFA world cup and positive impact on
construction and electricity sectors due to North Field LNG
expansion projects.
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Consumer price index (CPI) has come out of deflation
since April 2021 and the average CPI inflation for the
year 2021 is at 2.3%. However, housing sector remained
in deflation in 2021 due to excess supply. In 2022, upside
risks to CPI inflation are imported inflation passthrough
from trading partners due to supply side constraints,
elevated energy prices and food prices and housing prices
coming out of deflation in the first quarter of 2022 and
expected to increase further due to FIFA world cup. Some
of the downside risks are global interest rate tightening
cycle dampening global inflation rates and favourable base
effect towards the end of 2022.

Fiscal position rebounded sharply in 2021 due to gain
in government revenue from the higher energy prices and
posted a budget surplus of QAR 2 billion. As the current
trend suggests that oil prices would likely remain at
elevated level in the first half of 2022 and reduction on
capital expenditure following completion of major FIFA
related projects, the outlook on fiscal position is to continue
maintaining of budget surplus in 2022.

Similarly, current account balance rebounded to post
surplus as higher energy prices led to substantial growth
in exports. In 2022, the current account balance is likely to
record a high surplus due to recovery in global demand and
elevated crude oil prices in the first half of 2022.

The medium-term growth outlook remains significantly
positive. As mentioned above, North Field expansion would
sustain the construction activity and several other sectors
through sectoral linkages during the construction phase
and beyond. Global economic activity would also return to
normalcy, which will stabilise demand and prices of energy
with positive impact on domestic growth. Moreover,
several economic and structural reforms measures that the
Government continues to take such as encouraging local
manufacturing, expansion of air and sea routes, visa-free
entry, new FDI law and setting up of investment promotion
agency etc., would help economic diversification and
sustain the growth of non-hydrocarbon sector.
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Annex

However, in the short-term, downside risks to domestic
growth may emerge with further geopolitical tensions and

if new strains of virus trigger unexpected tighter restrictions i el yan 53T 353 oy o] el e Bt YL
and slow down the global economic activity.
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