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Executive Summary

Recent Developments

The Qatari economy grew by 3.7% in 2015 driven by large
investment spending in the non-hydrocarbon sector, which
grew by 7.8%, while hydrocarbon production fell slightly (-0.2%)

Consumer price index (CPI) inflation experienced a broad based
decline to 1.6% in 2015 as both global and domestic inflationary
pressures moderated

The current account surplus narrowed to 8.2% of GDP in 2015
from 23.5% in 2014 as lower oil prices reduced export receipts

The budget balance registered a surplus of 3.7% of GDP in 2015,
despite lower oil prices

Banking assets expanded by 10.8% in 2015 on strong credit
growth (15.2%); deposit growth slowed to 8.2%; non-performing
loans remained low (1.6% of total loans) and banks continued to
be well-capitalised (capital adequacy ratio of 15.6%)

Macroeconomic Outlook

Real GDP growth is expected to accelerate from 3.3% in 2016 to
3.9% in 2017 and 4.2% in 2018 with the ramp up in investment
spending and initial gas production from the Barzan project

Inflation is expected to rise to 3.2% in 2016 and 3.4% in 2017 in
line with the pick-up in global inflation and higher international
food and energy prices before moderating slightly to 3.0% in
2018

The current account surplus is forecast to fall to 2.0% of GDP in
2016 before rising to 5.0% in 2017 and 5.2% in 2018 reflecting
the projected movement in oil prices and export revenue

Lower hydrocarbon revenue and continued capital spending by
the government should tip the fiscal balance into a deficit of
5.4% of GDP in 2016; but the fiscal balance should gradually
return to near balance by 2018

Bank credit is expected to grow by 11.0% in 2016 and 9.0% in
each of 2017 and 2018 on lending to projects and consumption
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Background

Qatar’s oil and gas wealth per capita is the highest in the
world

Qatar is endowed with major oil and gas reserves, especially
in relation to the size of its population. It has the third
largest gas reserves in the world after Iran and Russia,
estimated at 866tn cubic feet (cf). Qatar has also significant
reserves of crude oil and condensates amounting to 1.5% of
total proven world reserves. Proven gas, crude oil and
condensate reserves totalled 188bn barrels of oil equivalent
(boe) in 2014. This corresponds to 84.6k boe per capita,
comfortably the highest in the world. At current extraction
rates, Qatar’s proven gas reserves would last for another
137 years and oil reserves for 35 years.

The development of Qatar’s natural gas reserves drove
rising per capita income up to 2011

Qatar invested heavily in liquefied natural gas (LNG) from
the early 1990s. The sector experienced a rapid growth
phase, particularly in the second half of the 2000s. Qatar
has pioneered LNG production technology and, as a result, it
has become the world’s top LNG exporter (31% of market
share in 2014). The country is the world’s second largest gas
exporter after Russia once pipeline exports are included. The
development of the hydrocarbon sector has made Qatar the
richest country in the world with GDP per capita at
USD118k in purchasing power parity (PPP) terms in 2015.
However, the hydrocarbon phase of economic growth
plateaued in 2011 as the authorities implemented a
moratorium on further gas export developments in the
North Field. Since then, Qatar has entered a new phase of
growth driven by the development of the non-hydrocarbon
sector and the creation of a more diversified economy.

Hydrocarbon revenues are invested in major infrastructure
projects, helping to diversify the economy

Qatar’s National Vision 2030 (QNV 2030) aims to transform
the country into a knowledge-based economy. To that end,
Qatar has used its significant hydrocarbon surpluses to
undertake a major programme of infrastructure
investments. Project spending, needed for the long-term
development of the country and also to meet the deadlines
ahead of the FIFA World Cup in 2022, is attracting a large
influx of expatriate workers. Together, investment
spending and population growth provide a major boost to
domestic demand, leading to rapid growth in the non-
hydrocarbon sector and diversification of the economy
away from dependence on oil and gas. Beyond 2022, Qatar
is expected to enter a new human capital phase of growth
based on attracting, developing and retaining talent. In line
with QNV 2030, Qatar aims to transform itself into a
knowledge-based economy.
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Recent Developments (2015-16)

Oil prices fell for 18 months but have recently rebounded

0il prices fell sharply in 2015 to an average of USD53.6
compared to USD99.5 in 2014. The decline was mainly due
to large additional supply from the US in the early part of
2015 and from OPEC throughout the year. The new supply
exceeded demand growth, which rose to a five-year high. As
a result, the oil market was over-supplied by around 1.8m
b/d in 2015. The decline in oil prices continued in the
beginning of 2016 to a low of USD28/barrel on concerns
about slowing global growth and currency devaluation risk
in China. Since then, oil prices have recovered to nearly
USD50/b currently. The pickup in crude oil prices was
mainly due to stronger oil demand, supported by easier
global monetary policy and better economic activity data,
especially from the US and China. These developments
have offset the drag from higher supply, coming largely
from increased Iranian production, which has risen 0.6m b/d
since the lifting of sanctions.

Despite lower oil prices, the economy continued to grow
driven by the non-hydrocarbon sector

Qatar’s real GDP grew by 3.7% in 2015. The non-
hydrocarbon sector continues to be the engine of growth as
it accounted for 63.8% of total GDP in 2015. It expanded by
7.8%, driven by the large investment spending programme.
The building and construction sector remains the main
direct beneficiary of this programme, contributing an
estimated 2.2 percentage points (pps) to non-hydrocarbon
GDP growth. The large influx of expatriate workers has
generated strong demand for services such as finance,
insurance and real estate; trade, restaurants and hotels; and
government services. Indeed, services were the largest
contributor to non-hydrocarbon GDP growth, adding an
estimated 5.0pps. Manufacturing was also one of the main
growth sectors with a contribution of 0.7pps, benefiting
from Qatar’s movement up the hydrocarbon value chain.
Meanwhile, hydrocarbon production fell slightly by around
0.2% in 2015. The decline was mostly due to maturing crude
oil fields as natural gas production remained flat.

CPlinflation experienced a broad-based decline in 2015

Inflation fell from 3.4% in 2014 to 1.6% in 2015. The decline
was partially due to the fall in global inflation on the back of
weak global growth, the decline in oil prices and the fall in
international food prices. Domestic inflationary pressures
also eased due to higher supply capacity in the economy,
which helped absorb the additional demand from the rising
population (9.8% growth in 2015). This was most evident in
the housing and utilities component (accounting for 21.9%
of the CPI basket), where inflation fell from 7.8% in 2014 to
2.9% in 2015.
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The current account surplus narrowed on lower oil prices

The current account registered a surplus of 8.2% of GDP in
2015, down from 23.5% in 2014. Lower oil prices and the
decline in hydrocarbon production reduced export revenue
from 66.7% of GDP in 2014 to 55.3% in 2015. Meanwhile,
strong domestic demand driven by investment spending
and population growth resulted in a higher share of imports
to GDP. Capital outflows, mainly representing foreign
investments by Qatar Investment Authority continued,
leading to a capital and financial deficit of 11.8%. The
overall balance of payments registered a deficit of 3.3% of
GDP in 2015, down from a small surplus of 0.6% in 2014. As
a result, international reserves fell from USD43.0bn at end-
2014 to USD37.1bn at end-2015. However, reserves are still
sufficient to cover 7.6 months of prospective imports, well
above the recommended level of three months of import
cover for fixed exchange rate regimes.

The budget balance continued to be in surplus in 2015,
despite lower oil prices

The government’s budget surplus declined from 13.3% of
GDP in the calendar year 2014 to 3.7% in 2015. The decline
was mainly due to lower oil prices which, together with
lower hydrocarbon output, reduced the government’s
revenue from 45.4% of GDP in 2014 to 39.3% in 2015. At the
same time, expenditure increased from 32.0% of GDP in
2014 to 35.6% in 2015, reflecting increased capital spending
which continued despite lower oil prices. However, current
expenditure fell on the government’s attempts to rationalise
public spending and improve efficiency. Public debt remains
low by international standards, estimated to be at 39.8% of
GDP in 2015. This has allowed the government to borrow
from international markets. Qatar secured a USD5.5bn
syndicated loan in January 2016, and then sold USD9.0bn of
bonds in May (the largest ever bond issuance from a Middle
East government). The government intends to use these
funds to finance potential future deficits.

Banking assets continued to expand at a double-digit rate
on strong lending growth

Banking assets grew by 10.8% in 2015, underpinned by
strong credit growth of 15.2%. This was mainly driven by
loans to the domestic private sector as the implementation
of the investment programme boosted credit growth to real
estate and contractors. The rapid population growth
generated strong demand for loans in consumption and
general trade. Loans to the public sector grew by 2.0%
following a small decline in 2014. Meanwhile, deposit
growth slowed to 8.2% in 2015 from 9.6% in 2014, largely
due to the decline in public sector deposits. This was offset
by the growth in private sector and non-resident deposits.
As a result, the loan-to-deposit ratio increased to 116% at
end-2015. Overall, the banking sector remains healthy.
Non-performing loans are low at 1.6% of total loans in 2015.
Banks are well-capitalised and have fully complied with
Basel III capital adequacy standards, with a capital
adequacy ratio of 15.6%. This has supported profitability in
the banking system with return on assets of 2.0% and
return on equity of 16.2% in 2015.
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Macroeconomic Outlook (2016-18)

Oil prices are expected to recover over the medium term

Qil prices are forecast to continue their recovery as excess
supply is reduced. Part of this reduction will be due to higher
demand, mainly from emerging markets. We also expect
production cuts in the US, whose output has been in steady
decline since it peaked in April 2015. However, this is likely
to be offset by additional production from Iran and the rest
of OPEC. The overall reduction in excess supply should
result in oil prices averaging USD40.8/b in 2016. In 2017,
excess supply should fall further as the market continues
rebalancing. Demand growth is expected to remain steady,
while additional OPEC production is expected to be offset by
lower US supply. This should push prices to average
USD51.3/b. In the medium term, oil prices are determined by
the cost of the marginal producers, in this case US shale oil
companies, which is currently estimated to be USD60/b. We
therefore expect a gradual convergence of oil prices to this
level, leading to an average oil price of USD56.0/b in 2018.

Growth is expected to accelerate from 2017, driven by large
investment spending and gas production from Barzan

Real GDP is expected to grow by 3.3% in 2016, 3.9% in 2017
and 4.2% in 2018. The non-hydrocarbon sector is forecast to
remain the main driver of growth due to the ramp up in
investment spending, which is expected to peak towards the
end of this decade. In addition, services are projected to
benefit from the resulting population growth, which is
expected to average 7.0% over the next three years. As a
result, non-hydrocarbon GDP growth is expected to reach
6.5% in 2016 before picking up to 6.9% in 2017 and 7.0% in
2018 with the ramp up in investment spending. Meanwhile,
hydrocarbon production is expected to be flat in 2016 as
declining oil production is offset by initial gas production
from the Barzan (a USD10.3bn project to provide gas to meet
the rising domestic demand). Additional gas and
condensates production from Barzan should lift
hydrocarbon growth to 0.7% in 2017 and 1.0% in 2018,
notwithstanding the decline in crude oil production.

Inflation is expected to pick up on international and
domestic factors

Inflation is expected to rise to 3.2% in 2016 and 3.4% in
2017, before moderating slightly to 3.0% in 2018. Inflation
in Qatar is determined by two major factors. First, global
inflationary trends, since a large part of the Qatari consumer
basket is imported. Second, the rate of migration into Qatar,
as it represents the additional demand that needs to be
absorbed by the existing supply capacity. Both of these
variables point to rising, but still contained inflation in
Qatar over the medium term. Global inflation is expected to
pick up with rising oil and food prices, and continued above-
trend growth in advanced economies. Furthermore, strong
population growth in Qatar is expected to generate inflation
from domestic sources as the additional demand creates
upwards pressures on prices.
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The current account surplus is expected to fall before
picking up from 2017, reflecting the movement in oil prices

The current account surplus is expected to fall to 2.0% of
GDP in 2016 before rising to 5.0% in 2017 and 5.2% in 2018.
The profile mirrors the projected movement in oil prices,
given that hydrocarbons account for more than two-thirds
of Qatari exports. Meanwhile, imports are expected to
continue growing (in Qatari riyal terms) due to strong
domestic demand from large investment spending and rising
population. The capital and financial account is projected to
remain in deficit over the next three years on continued
Qatari investments abroad. International reserves are
expected to be maintained at just below USD40bn, or around
seven months of prospective import cover.

Lower hydrocarbon revenue and continued capital spending
by the government should tip the budget balance into a
deficit

The government’s budget balance is expected to register a
deficit of 5.4% of GDP in 2016, before gradually recovering
to near balance by 2018. The government’s revenue is
expected to recover in 2017 with rising oil prices.
Furthermore, the introduction of a value-added tax
(expected at 5% rate) should boost the government’s
revenue in 2018 by about 1% of GDP. On the expenditure
side, the rationalisation of current expenditure and the
recovery in nominal GDP should lower the public spending
share of GDP between 2016 and 2018, notwithstanding the
ramp up in public investments. The government has
signalled its intention to finance the deficit with debt
issuance. As a result, public debt is expected to rise to 49.7%
of GDP in 2016, before moderating to 42.3% in 2018 with the
projected recovery in oil prices and nominal GDP.

Bank credit is expected to continue expanding on lending to
projects and consumption

Bank lending is expected to grow by 11.0% in 2016 and 9.0%
in each of 2017 and 2018, driven by project lending and
higher consumption from the rising population. This is
expected to lead to a strong asset growth averaging 9.0% a
year during 2016-18. Lending is likely to be underpinned by
the growth in deposits, expected to average 8.2% over the
next three years, reflecting continued population growth,
higher policy rates and the recovery in oil prices. The loan-
to-deposit ratio is expected to stabilise at around 120%.
NPLs are forecast to remain low over the medium term
reflecting the robust macroeconomic environment. Efficient
cost bases and strong capitalisation will continue to support
banks’ profitability and health in the future.
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Key Macroeconomic Indicators

2011 2012 2013 2014 2015 2016f 2017f 2018f

Real sector indicators
Real GDP growth (%) 13.4 49 46 40 3.7 SES 3.9 4.2
Hydrocarbon sector 15.0 1.2 0.1 -1.5 -0.2 0.0 0.7 1.0
Non-hydrocarbon sector 11.1 10.2 10.6 10.6 7.8 6.5 6.9 7.0
Nominal GDP (bn USD) 169.8 1903 2019 2101 1669 162.8 187.1 205.3
Growth (%) 35.7 12.1 6.1 41 -20.6 -2.5 15.0 9.7
Non-hydrocarbon sector (% of GDP) 419 43.0 45.2 489 63.8 71.8 68.9 69.0
GDP per capita (k USD) 1475 1489 1448 1384 1183 121.2 128.5 126.7
Consumer price inflation (%) 1.2 2.3 3.2 3.4 1.6 3.2 3.4 3.0
Budget balance (% of GDP) 5.1 13.5 19.0 13.3 3.7 -5.4 -2.4 -0.8
Revenue 33.4 36.4 46.8 45.4 39.3 31.8 33.9 34.8
Expenditure 28.3 22.9 27.8 32.0 35.6 37.3 36.3 35.6
Public debt 35.6 36.6 32.6 31.7 39.8 49.7 45.6 42.3
External sector (% of GDP)
Current account balance 30.7 32.6 29.9 23.5 8.2 2.0 5.0 5.2
Goods and services balance 46.0 46.3 42.4 36.3 19.8 11.6 14.9 15.1
Exports 71.8 75.1 71.6 66.7 55.3 47.7 47.9 46.3
Imports -25.8 -287 -292 -305 -355 -36.1 -33.1 -31.2
Income balance -7.8 -6.4 -5.1 -4.4 -2.1 -1.5 -1.7 -1.8
Transfers balance -7.5 -74 -7.3 -8.3 -94 -8.1 -8.1 -8.1
Capital and Financial account balance -38.7 -233 -258 -234 -118 -2.7 -4.4 -4.5
International reserves (prospective import cover) 3.7 6.7 7.9 8.7 7.6 7.0 7.0 7.0
External debt 76.9 84.8 80.4 79.5 80.6 n.a. n.a. n.a.
Monetary indicators
M2 growth 17.1 22.9 19.6 10.6 3.4 n.a. n.a. n.a.
Interbank interest (%, 3 months, end of period) 1.5 1.1 1.1 1.5 2.5 n.a. n.a. n.a.
Exchange rate USD:QAR (av) 3.64 3.64 3.64 3.64 3.64 3.64 3.64 3.64
Banking indicators (%)
Return on equity 18.6 17.7 16.5 16.5 16.2 n.a. n.a. n.a.
NPL ratio 1.7 1.7 1.9 1.7 1.6 1.6 1.6 1.6
Capital adequacy ratio 20.6 18.9 16.0 16.3 15.6 n.a. n.a. n.a.
Asset growth 22.1 17.5 11.6 10.5 10.8 9.9 8.5 8.5
Deposit growth 185 26.0 19.7 9.6 8.2 7.0 8.5 9.0
Credit growth 28.3 26.0 13.3 13.1 15.2 11.0 9.0 9.0
Loan to deposit ratio 111.3 1113 1054 108.7 1157 120.1 120.6 120.6
Memorandum items
Population (m) 1.73 1.83 2.00 2.22 2.43 2.63 2.81 2.98
Growth (%) 1.0 5.8 9.3 10.6 9.8 7.9 7.1 6.1
0il production ('000 bpd) 1,850 1,968 1,998 1982 1,929 1,919 1,909 1,899
Average Raw Gas Production (bn cf/d) 15.6 16.4 171 171 171 17.2 17.5 17.9
Average Brent Crude Oil Price (USD/b) 1109 111.7 1088 99.5 53.6 40.8 51.3 56.0

Sources: BP, IMF, MDPS, QCB, Haver Analytics and QNB Economics forecasts
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QNB International Branches and Representative Offices

China

Room 930, 9th Floor

Shanghai World Financial Center
100 Century Avenue

Pudong New Area

Shanghai

China

Tel: +86 21 6877 8980

Fax: +86 21 6877 8981
QNBchina@gnb.com

France

65 Avenue d’lena
75116 Paris

France

Tel: +33 153 23 0077
Fax: +33 153 23 0070
QNBParis@gnb.com

Iran

Representative Office
6th floor Navak Building
Unit 14 Africa Tehran
Iran

Tel: +98 21 88 889 814
Fax: +98 21 88 889 824
QNBIran@gnb.com

Kuwait

Al-Arabia Tower
Ahmad Al-Jaber Street
Sharq Area

P.O. Box: 583

Dasman 15456
Kuwait

Tel: +965 2226 7023
Fax: +965 2226 7031
QNBKuwait@qgnb.com

Lebanon

Ahmad Shawki Street

Capital Plaza Building

Mina El Hosn, Solidere — Beirut
Lebanon

Tel: +961 1 762 222

Fax: +9611377 177
QNBLebanon@qgnb.com

Mauritania

Al-Khaima City Center

10, Rue Mamadou Konate
Mauritania

Tel: +222 45249651

Fax: +222 4524 9655
QNBMauritania@gnb.com

Oman

QNB Building

MBD Area - Matarah

Opposite to Central Bank of Oman
P.O. Box: 4050

Postal Code: 112, Ruwi

Oman

Tel: +968 2478 3555

Fax: +968 2477 9233
QNBOman@qgnb.com

Singapore

Three Temasek Avenue
#27-01 Centennial Tower
Singapore 039190
Singapore

Tel: +65 6499 0866

Fax: +65 6884 9679
QNBSingapore@gnb.com

South Sudan

Juba

P.O. Box: 587

South Sudan
QNBSouthSudan@gnb.com

Sudan

Africa Road - Amarat
Street No. 9, P.O. Box: 8134
Sudan

Tel: +249 183 48 0000

Fax: +249 183 48 6666
QNBSudan@qgnb.com

United Kingdom

51 Grosvenor Street
London W1K 3HH
United Kingdom

Tel: +44 207 647 2600
Fax: +44 207 647 2647
QNBLondon@gnb.com

Vietnam

31/F Saigon Trade Center

37 Ton Duc Thang street, District 1
Ho Chi Minh City

Tel: +84 8 3911 7525

Fax: +84 8 939 100 082
QNBvietnam@qgnb.com

Yemen

QNB Building
Al-Zubairi Street

P.0O. Box: 4310 Sana’a
Yemen

Tel: +967 1517517
Fax: +967 1517666
QNBYemen@qgnb.com
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QNB Subsidiaries and Associate Companies

Algeria

The Housing Bank for Trade
and Finance (HBTF)

Tel: +213 2191881/2

Fax: +213 21918878

Bahrain

The Housing Bank for Trade
and Finance (HBTF)

Tel: +973 17225227

Fax: +973 17227225

Egypt
QNB ALAHLI
Dar Champollion

5 Champollion St, Downtown 2664

Cairo
Egypt
Tel: +202 2770 7000
Fax: +202 2770 7099

Info.QNBAA@QNBALAHLI.COM

India

QNB India Private Limited
802 TCG Financial Centre
Bandra Kurla Complex
Bandra East

Mumbai 400 051

India

Tel: + 91 22 26525613
QNBindia@gnb.com

Indonesia

QNB Indonesia Tower, 18 Parc
JL. Jendral Sudirman Kav.
52-53 Jakarta 12190

Tel: +62 21 515 5155

Fax:+62 21515 5388
gnbkesawan.co.id
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Iraq

Mansour Bank

Associate Company

P.O. Box: 3162

Al Alawiya Post Office

Al Wihda District Baghdad
Iraq

Tel: +964 1 7175586

Fax: +964 17175514

Jordan

The Housing Bank for Trade
and Finance (HBTF)
Associate Company

P.O. Box: 7693

Postal Code 11118 Amman
Jordan

Tel: +962 6 5200400

Fax: +962 6 5678121

Libya

Bank of Commerce and Development
BCD Tower, Gamal A Nasser Street
P.O. Box: 9045, Al Berka

Benghazi

Libya

Tel: +218 619 080 230

Fax: +218 619097 115

www.bcd.ly

Palestine

The Housing Bank for Trade
and Finance (HBTF)

Tel: +970 2 2986270

Fax: +970 2 2986275

Qatar

AlJazeera Finance Company
Associate Company

P.O. Box: 22310 Doha

Qatar

Tel: +974 4468 2812

Fax: +974 4468 2616

Switzerland

QNB Banque Privée
Subsidiary

3 Rue des Alpes

P.O. Box: 1785

1211 Genéve-1 Mont Blanc
Switzerland

Tel: +41 22907 7070

Fax: +41 22907 7071

Syria

ONB Syria

Subsidiary

Baghdad Street

P.0. Box: 33000 Damascus
Syria

Tel: +963 11-2290 1000
Fax: +963 11-44 32221

Tunisia

QNB Tunisia

Associate Company

Rue de la cité des sciences

P.0O. Box: 320 — 1080 Tunis Cedex
Tunisia

Tel: +216 7171 3555

Fax: +216 7171 3111
www.tgb.com.tn

UAE

Commercial Bank International p.s.c
Associate Company

P.O. Box: 4449, Dubai,

Al Riqqa Street, Deira

UAE

Tel: +971 04 2275265

Fax: +971 04 2279038
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Qatar National Bank S.A.Q
P.0. Box 1000, Doha, Qatar

Tel: +974 4440 7407
Fax: +974 4441 3753

qnb.com
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