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Discussions for the 2007 Article IV consultation were held in Doha during

June 6-20, 2007 and August 4-5, 2007, and in Washington, DC at the time of the Annual
Meetings. The staff team comprised Messrs. Leon (head), Gvenetadze, Puig, and

Ms. Farahbaksh (all MCD). Mr. Khan (MCD) participated in the opening discussions.
Mr. Stella (MCM) joined the mission to discuss the Financial Sector Assessment Program
(FSAP) report with the authorities.

The mission met with H.E. Yousef Hussain Kamal, Minister of Finance; The Honorable
Sheikh Abdullah Bin Saud bin Abdulaziz Al-Thani, Governor of the Qatar Central Bank
(QCB); other senior government officials, and representatives of the private sector.

The previous consultation was concluded on March 14, 2005. Qatar has been on a
24-month consultation cycle.

The Qatari riyal has been pegged to the U.S. dollar at QRIs 3.64 per $1 since July 2002.

Qatar has accepted the obligations of Article VIII, Sections 2, 3, and 4(a) and maintains an
exchange system that is free of restrictions on the making of payments and transfers for
current international transactions. Qatar maintains exchange restrictions for security
reasons that have been notified to the Fund for approval under Decision 144.

The economic data are broadly adequate for surveillance purposes. Qatar began
participating in the Fund’s General Data Dissemination System (GDDS) on
December 30, 2005.
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EXECUTIVE SUMMARY

The 2007 consultation discussions with Qatar focused on policies to contain inflation,
reforms to encourage financial sector development, progress on the proposed Gulf
Cooperation Council (GCC) monetary union, and exchange rate issues in the period leading
up to its establishment.

Background

Qatar’s economic performance has been very strong for the last several years, spurred by
high oil and gas output and prices, and increased investment in infrastructure. However, high
aggregate demand growth, escalating rents owing to housing shortages, and strong growth of
monetary aggregates have contributed to double-digit inflation. A substantial correction in
stock market prices in early 2006, following two years of unprecedented increase, does not
appear to have impacted the banking system. The medium-term outlook remains very
favorable, but high inflation is a concern.

Authorities’ views

e Inflation has been driven by supply bottlenecks, and should ease as the supply of housing
catches up with demand, and the country’s infrastructure improves.

e The authorities remain committed to joining the GCC monetary union by 2010, but they
would like to see more discussion on issues relating to the common market, taxation
agreements, tariff agreements, and labor policy and wage differences before the adoption
of the union.

e The authorities are committed to maintaining the peg to the U.S. dollar in the period leading
up to GCC monetary union. They also view a pegged regime as likely to be in the interest of
the GCC in the post-monetary union period. As regards the level of the exchange rate, the
authorities agreed with the staff’s analysis and conclusion that the exchange rate is in line
with fundamentals.

e The authorities have provided data on Qatar’s International Investment Position (IIP)
position to the staff.

Staff’s recommendations

e Given the limited scope for monetary policy, the staff recommends that if inflation
persists, the authorities should restrict increases in current outlays, including wages, and
phase the implementation of large projects to ease aggregate demand pressures.

e The staff strongly supports a credible transition plan for implementing the single financial
market, and a formal mechanism to require the Qatar Financial Center (QFC) to report to
the Qatar Central Bank (QCB) on the financial statistics of the QFC-licensed institutions.

e A peg is appropriate in the period leading up to the proposed monetary union, but staff
recommends a careful study for the period after the establishment of the monetary union.

e The staff recommended, and the authorities agreed, that Qatar move to a 12-month
Article IV consultation cycle.
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I. BACKGROUND AND RECENT DEVELOPMENTS

A. Introduction

1. Qatar is a small, very affluent country that is developing rapidly. Endowed with
around 14 percent of the world’s natural gas proven reserves (Figure 1) and a population of
0.8 million, Qatar has one of the highest per capita incomes in the world (Figure 2). The
strong performance of the world economy and high oil and gas prices have spurred output
growth and generated sizeable fiscal and large external current account surpluses over the
last five years (Figure 3). To reduce vulnerabilities from high dependency on oil and gas
(Figure 4), the government has stepped up investment expenditure to broaden economic
diversification, particularly in oil and gas-related petrochemicals, education, financial
services, and tourism. It is also creating an enabling environment for privatization and
growth of small- and medium-size enterprises (SMEs).

Figure 1. World Natural Gas Reserves
(In percent of the total reserves at end 2006)

DQatar, 14.0

Biran, 15.5

DRussia, 26.3

Source: BP Statistical Workbook, 2007.

OVenezuela, 2.4

BRest of the the world,

70000

60000

90000

80000

Figure 2. Selected Countries GDP Per Capita in
U.S. Dollars, 2006
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Figure 3. Qatar Fiscal and External Balances
(In percent of GDP)
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Figure 4. Qatar: Hydrocarbon Dependency Ratios, 2006
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2. Qatar’s international profile is rising. In this regard, Qatar’s admission to the UN
Security Council in 2006 as a non-permanent member has helped. Also, the government,
through the Qatar Investment Authority, is pursuing strategic investments in international
markets, and investor interest in the country is growing. Standard and Poors recently
upgraded Qatar’s long-term foreign sovereign rating to AA-, from BBB in 1996, citing
strong economic prospects and acceleration of reforms. At home, the government, under the
leadership of the Emir, Sheikh Hamad bin Khalifa Al-Thani, is also pursuing gradual
political reform. Elections for 30 of the 45 members of the Majlis al-Shura (Consultative
Council), are expected to take place by end-2007; professional associations have been
licensed; unions are allowed; and a human rights committee has been in existence since
2002.

3. Looking forward, Qatar faces the challenge of sustaining growth while
maintaining macroeconomic and financial stability. This requires appropriate policies for
managing oil and gas revenues, deepening financial markets, and developing a competitive
private sector.

B. Recent Economic Developments

4. Qatar grew by about 10 percent in 2006 (Figure 5), driven by a strong expansion in
the production of liquefied natural gas (LNG), as well as in construction and financial
services. Inflation reached 12 percent in 2006 and rose to an annualized rate of 13 percent by
mid-2007, partly reflecting supply bottlenecks.



Figure 5. Qatar: Selected Economic Indicators, 2000-06
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5. Budget revenue in FY2006/07 amounted to 42 percent of GDP, with
hydrocarbon revenue mirroring rising oil prices (Figure 6). Despite a large increase in
salaries and outlays on goods and services, the overall fiscal surplus rose from 8.6 percent to
9 percent of GDP, aided by a reduction in development expenditures, following a sharp
increase in the previous year.' The nonhydrocarbon fiscal balance as a percent of
nonhydrocarbon GDP rose marginally to 47 percent.

"In FY 2005/06, development expenditure increased by 130 percent.



Figure 6. Qatar: Public Finance, 2000-06 1/
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6. The current account recorded a surplus of about 31 percent of GDP in 2006.

With hydrocarbon exports growing rapidly, the trade surplus rose, despite a significant
increase in imports arising from the start of large mega projects. Outflows rose significantly,
reflecting the buildup of external assets by the government and the financial, corporate, and
household sectors. Gross official reserves of the central bank (excluding the government’s
external assets) increased by about $0.8 billion in 2006 to $5.4 billion (2.4 months of next
year’s imports of goods and services).



7. Monetary conditions were
characterized by ample liquidity and
strong credit growth (Figures 7a and
7b). Broad money growth, which
averaged 9 percent a year during
2001-03, jumped to about 40 percent a
year in 2005-06, fueled by large
foreign exchange inflows, high public
outlays, and rapid credit to the private
sector, particularly for housing and
consumption purposes. As of end-June
2007, annualized credit growth had
surged to 60 percent. This growth in
credit has led to a marked increase in
commercial banks’ total assets and in
their profitability, which was among
the highest in the region. With the
Qatari rial pegged to the U.S. dollar
and complete capital mobility, nominal
interest rates in the domestic market
have tracked U.S. interest rates
closely. However, stable U.S. rates and
rising inflation have resulted in real
interest rates becoming increasingly
negative.

Figure 7a. Qatar: Broad Money
(Annual changes in percent)
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Figure 7b. Qatar: Credit to the Private Sector
(Annual changes in percent)
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8. The banking sector’s prudential indicators remain strong. The average capital-
assets ratio (CAR) of commercial banks remained adequate at 15 percent as of end-2006;>

the gross nonperforming loan ratio
declined to 2.2 percent, from

Qatari Banking Sector
Selected Indicators as of End-2006

4.3 percent at end-2005, and the

ratio of loan loss reserves to
nonperforming loans amounted to
about 94 percent by end-2006.

2002 2003 2004 2005 2006

Regulatory capital/risk-weighted assets 251 253 249 248 150

Non-performing loans/total loans 11.1 8.1 6.3 4.3 2.2

Net profits/average shareholders' equity 181 208 208 285 27.2

Liquid assets/liquid liabilities 511 509 548 554 532
Total assets in foreign currencies/

Total liabilities in foreign currencies 150.6 168.3 159.3 153.1 1414

Maturity mismatches may have

Source: Qatar Central Bank.

grown, however, because lending

for infrastructure and construction projects is of a long-term nature, while the average
maturity of deposits is only 3 months. At the same time, banks have been putting into place
risk management frameworks to implement Basle II during 2007.

? The large drop in 2006 reflects a change in the calculation-methodology and a sharp increase in assets.
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0. Equity markets remained volatile (Figure 8). The Doha Securities Market (DSM)
index experienced a significant correction in 2006, partially reversing a 70 percent increase
experienced in 2005. By October 23, 2007, the index had increased by 25 percent compared
with end-December 2006. Recent developments in global financial markets have had limited
impact on the equity market (or broader financial system), reflecting strong economic
fundamentals, enhanced regulation, and little exposure to the U.S. subprime instruments.

Figure 8. Performance of Qatar Stock Market: DSM Index
January 1, 2005-October 23, 2007
(January 1, 2005=100)
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C. Outlook and Risks

10. Qatar’s macroeconomic performance is estimated to have been strong in 2007,
supported by high oil and gas prices and ongoing investments, but inflation remains high at
about 12 percent. The external current account surplus is projected at 33 percent of GDP,
despite strong import growth (30 percent), mainly for investment projects. Both the
government and commercial banks are expected to continue accumulating external assets,
and the gross reserves of the QCB are projected to increase further by $1.1 billion, to

$6.5 billion by year’s end.

11. The FY2007/08 budget’® envisages a surplus of QR 6.7 billion (2.6 percent of staff-
estimated GDP), based on a conservative oil price assumption of $40 per barrel (pb), and a
1.3 percent decline in expenditure relative to the FY2006/07 outcome. Assuming an oil price

? Fiscal year starts April 1.
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of $67 pb* and higher-than-budgeted expenditure (by 7 percent of GDP), staff projects that the
fiscal surplus would increase further to 11.5 percent of GDP in FY2007/08. The authorities
view the conservative oil price used in the budget as helping to moderate expenditure requests
during the budget preparation stage; however, they have typically allowed actual expenditure
to be higher than budgeted when revenue exceeds the initial forecast.’

12. Broad money is projected to grow by about 43 percent in 2007, reflecting large
increases in net foreign assets of the banking system and increased credit to finance private
and public investments. The banking system is well-capitalized, but could be vulnerable to
real estate price corrections in light of the continuing growth in credit to the private sector
(estimated at 50 percent in 2007).

13. Qatar’s medium-term (2008-12) outlook is very favorable. Real GDP growth is
projected to average over 12 percent a year through 2012, but the outcome depends on
maintaining financial and macroeconomic stability. The main drivers of growth are expected to
be oil and gas, petrochemicals, other petroleum products (such as gas-to-liquids (GTLs))

(Box 1), and financial and education services. Strong revenue growth from sharply increasing
hydrocarbon receipts will help maintain fiscal surpluses of 15 percent of GDP, on average.
Under this scenario, the nonhydrocarbon fiscal deficit as a percent of nonhydrocarbon GDP is
projected to decline gradually to 15 percent by FY2012/2013.° However, the total external debt,
which had declined to 57 percent of GDP in 2006, is projected to increase to 77 percent of GDP
by 2012, owing to increased borrowing associated with investment projects.

* September 2007 World Economic Outlook projections adjusted for Qatar’s pricing differential.
> The actual outcome for FY2006/07 exceeded budgeted expenditures by about 6 percent of GDP.

® The corresponding ratio to GDP is 6 percent.
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Box. 1. Hydrocarbon Sector Developments

1. Endowed with 14 percent of the
world’s reserves, Qatar has the third
largest reserves of natural gas in the
world, after Russia and Iran. While
some natural gas is used domestically to
generate electricity and as feedstock for
the petrochemical industry, most of
Qatar’s natural gas is exported in the
form of LNG.

2. Production of LNG started in the
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equivalent per year) and Exports (right scale, in millions of dollars), 2007-12

NG

O Other exports production

@ Propane and butane exports
M Condensates exports
@LNG exports

B Crude oil exports

and butane
production

|

100,000

90,000

80,000

70,000

60,000

50,000

40,000

30,000

20,000

10,000

2007 2008 2009 2010 2011

Source: Qatari Petroleum; and Fund staff estimates.

0
2012

late 1990s, and by 2006 Qatar had overtaken Indonesia as the largest exporter in the
world. Most of Qatar’s current exports of LNG are destined to China, India, Korea, and Japan.
State-owned Qatar Petroleum (QP), through its subsidiaries QatarGas and RasGas, has firm
investment plans to further develop the offshore North field, where almost all of Qatar’s gas
reserves are located. Total investments of over $80 billion in the gas sector will result in a
tripling of LNG exports over the next five years, with most of the additional export capacity
aimed at servicing the European and U.S. markets.

3.

Qatar is a mature producer of oil. All areas of the country have already been explored

and the known fields (one onshore and eight offshore) are under production. Three of the nine
oil fields are operated by QP while the rest are partner-operated by international oil companies.

Oil production capacity is expected to peak
at over 1.1 million barrels per day toward
the end of the decade, after additional
investments of $5 billion in the Al-Shaheen
field.

4. In addition to LNG, other products
extracted from gas fields include butane,
propane, and condensates. Exports of
condensates are projected to increase
sharply, further reducing the reliance of
exports on crude oil. QP is also investing
into higher value-added downstream and
petrochemical projects. Production of low-
sulfur diesels through GTLs technology
started in 2007. Qatar concentrates the bulk
of planned global investments in this area.

Expected Investment Projects in Hydrocarbon Sector, 2007-12

Total cost
($ bin)
Gas 82.5
Qatargas 2 (LNG) 12.8
Qatargas 3 (LNG) 7.8
Qatargas 4 (LNG) 7.8
Rasgas, North field development (LNG) 322
Dolphin gas project 29
Pearl GTL 18.0
Oryx GTL 1.0
Oil 7.7
New Laffan refinery 0.7
Al Shaheen field EPSA 5.0
Al-Shaheen refining project 2.0
Petrochemicals 321
Qatofin 1.2
Complex with Honam Petrochemical 4.0
Qafco 15.0
QChem2 22
Qapco 0.5
Exxon-Mobile petrochemicals 3.8
Shell petrochemicals 3.4
GE petrochemicals 2.0

Expected
completion

2008 (Q2)
2009 (Q2)
2010 (Q4)

2008-09
2011
2007

2008
2009

2008
2010-11
2010
2008
2009-10
2012

Source: Qatar Petroleum.
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14.  Downside risks to this outlook include lower oil prices (resulting in lower current
account surpluses) and shortfalls in gas production (leading to lower growth) (Figures 9a and
9b), continued high inflation, and a deterioration of the security situation in the Gulf region.
Containing inflation over the medium term calls for restraint in current expenditures and the
phasing of development expenditures as part of a well-designed fiscal policy, and for
continuing efforts to address problems related to supply-side bottlenecks, especially housing
shortages.

Figure 9a. Qatar: Current Account Balance and Overall Fiscal Balance
Under Different Oil Price Assumptions, 2007-12
(In percent of GDP)
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Sources: Qatari authorities; and Fund staff projections.

Figure 9b. Qatar: Current Account Balance and GDP Growth
Under Different Gas Production Assumptions, 2007-12
(In percent of GDP)
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II. PoLICY DISCUSSIONS

15. The consultation discussions focused on (a) policies to contain inflation while
keeping growth at a sustainable level; (b) reforms to encourage financial sector development
while ensuring adequate risk management and regulatory oversight; (c) progress on the
proposed GCC monetary union; (d) exchange rate issues in the period leading up to the
monetary union; and (e) provision of IIP data to the Fund.
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A. Inflation

16. As of June 2007, annualized inflation was estimated to have risen to 13 percent,
compared with 12 percent during 2006. Contributing factors in 2006 included high
aggregate demand growth and sharp increases in rents (Figure 10) associated with the
growing population (mainly expatriates to implement investment projects),” increases in
domestic fuel prices, the expansionary fiscal policy, and, to a lesser extent, the depreciation
of the U.S. dollar against the Figure 10. Qatar: CPI Inflation Basket

currencies of Qatar’s major (Annual percentage changes, 2001=100)

trading partners (EU and Japan).
Annual inflation, excluding
house rents, fuels, and other
energy products, increased to
almost 6 percent in 2006, from
about 4 percent in 2005.
Concerned about the jump in
headline inflation, the authorities
introduced a cap of 10 percent

on annual rent increases for a Roptances e oo
. Source: Statistics Department of Qatar.
2-year period.

30

251 ] ©2003 W 2004 02005 E2006

Food, Beverages ~ Garments and Rent, Fuel and  Fumniture, Textiles Medical Care and ~ Transport and Entertainment, Miscellaneous
ations  Re

17. The authorities view the increase in inflation as temporary, and driven by supply
bottlenecks. They expect it to subside as the supply of the housing increases. Further, the
authorities see an increase in fiscal expenditure on infrastructure and housing as necessary to
build capacity and reduce inflation in the future.

B. Financial Sector Development

18. The May 2007 FSAP mission noted that the authorities had taken steps to develop
the financial services industry and its regulatory structure. In 2005, the authorities created
an on-shore parallel financial system—the QFC—with its own legal framework, to offer
global financial institutions a familiar regulatory and supervisory environment to conduct the
full range of financial services needed in a fast-growing economy. The view was that the
financial system needed to develop in order to accommodate the financing needs required to
increase infrastructure investment over the medium term.

19. In the Spring of 2007, the authorities adopted a vision of a single financial
market with a unified financial services regulatory authority, capable of providing
accessible and harmonized financial products and services. A unified independent
financial services regulatory body, which will consist of the QFC Regulatory Authority

7 Population grew at an average rate of 5.4 percent a year during 200006, compared to 2.4 percent a year in
1991-99.
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(QFCRA), the QCB’s banking supervision department, and the Doha Stock Market (DSM)
regulator, is scheduled to begin operations as of early 2008. This regulatory body will have a
broad range of powers to authorize, supervise, and discipline all regulated financial
institutions, firms, and individuals.

20. Designing a credible transition plan to implement the vision of a single financial
market will be challenging. The convergence of the two legal and regulatory systems is
expected to provide jurisdictional clarity and increase regulatory efficiency. However,
addressing the needs of the QFC and the local institutions, including capacity building for
operational convergence, could create uncertainty and risks. The authorities have embarked
on a multiyear implementation plan, setting up steering committees and contracting
experienced expatriate experts.

21. Financial intermediation is growing, including in Islamic banking services. Bank
assets totaled 100 percent of GDP at end-2006, and credit to the private sector amounted to
41 percent of GDP at end-2006, compared with 29 percent at end-2002. At the same time, the
DSM continues to grow. At the end of 2006, 36 companies were listed on the exchange,
market capitalization was over 100 percent of GDP, and trading volume was just short of two
billion shares. The authorities are cognizant of the need to deepen the stock market further by
encouraging more listings and developing more financial instruments.

22. An anti-money laundering and combating the financing of terrorism
(AML/CFT) assessment was initiated by the IMF’s Legal Department in

February 2007. A draft mutual evaluation report is expected to be considered for adoption
by the MENAFATF and FATF Plenaries in April 2008 and June 2008, respectively.
Preliminary findings of the assessment suggest that Qatar has accomplished notable progress
in its AML efforts since it underwent a FATF/GCC mutual evaluation in 2002. However,
further considerable efforts will be needed to bring Qatar in line with the revised FATF
standards. Once the report is adopted, a ROSC will be circulated to the IMF and WB Boards
for information.

C. GCC Monetary Union

23. Following the establishment of the Common External Tariff in 2003, the

GCC governments agreed to form a monetary union by 2010. A number of factors
supported monetary integration: common business cycles (high oil dependency and
currencies pegged to the U.S. dollar); exposure to similar external shocks; growing intra-
regional trade and factor mobility; and common socio-cultural characteristics. In May 2007,
GCC leaders reached agreement on the proposed convergence criteria for the monetary
union, and set a target date of 2008 for the full-fledged establishment of the customs union
and the common market.
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24. GCC countries have met most of the convergence criteria. However, as of

end-2006, inflation rates in Qatar and the

U.A.E. had risen to well above the GCC Figure 11. Inflation in GCC Countries

average (Figure 11). The Qatar y (pereen)

authorities have proposed using a o 02003 B

measure of core inflation (excluding o] o

rents) for purposes of the inflation 8 02006

convergence criterion for the proposed 6

monetary union, arguing that temporary 41

supply-side factors that are mainly 2] ﬂ

outside their control have been the main O | oman | Baain | Kewa | UAE | Qar | GoC

drivers of inflation. The U.A.E. is also of ravia Average
. . . . Sources: National authorities; and Fund staff estimates.

the same view, and the issue is being

discussed by the GCC members.

GCC Countries: Convergence Criteria as of end-2006 1/
Budget deficit Public debt-to- Foreign Interest rates not|  Inflation not
lower than 3 GDP ratio lower exchange higher than two higher than
percent of the | than 60 percent reserves in percentage 2 percent above
GDP, or excess of four | points above the | the average rate
5 percent when months’ imports | average of the | of the six states
oil prices are lowest three 2/
weak countries’ rate
Convergence criteria
Bahrain v Vv - v v
Kuwait Vv Vv Vv Vv v
Oman v v v v v
Qatar v v v v -
Saudi Arabia v v v v v
UALE. v v v v -
Source: GCC national authorities; and Fund staff estimates.
1/ "/" - criterion has been met; "-" - criterion has not been met.
2/ A weighted average based on U.S. dollar nominal GDP of the six states.

25. Qatar remains committed to achieving a monetary union with the rest of the
GCC countries by 2010, but a number of challenges remain (Figures 12a—12d).

In addition to the inflation issue, differing oil and gas reserves and other structural
characteristics pose challenges for the use of common fiscal criteria under a monetary union.
The member countries are aware of the need to step up progress on the coordination of
monetary, exchange rate, and reserves policies; on integrating clearing and settlement
systems and common supervisory and regulatory standards; on issues relating to the
transition to a new currency (including seignorage); and on harmonizing statistical
methodologies and the collection, compilation, and dissemination of economic data.®
However, a consensus seems to be emerging that the process toward monetary union should
not be rushed, and that the target date should be extended, if necessary. In particular, the
Qatari authorities would like to see more discussion on issues relating to the common market,
taxation agreements, tariff agreements, and labor policy and wage differences before the
establishment of the monetary union.

8 The establishment of Gulfstat is under consideration.
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Figure 12a. GCC Oil Dependency Ratios 1/
(In percent)
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Figure 12b. Overall Fiscal Balance
(In percent of GDP)

Sources: National authorities; and Fund staff estimates.
1/ Non-hydrocarbon revenue minus total spending.

Sources: National authorities; and Fund staff estimates.
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Sources: Data provided by authorities; and Fund staff estimates. Sources: National authorities; and Fund staff estimates.
1/ Average is using Purchasing Power Parity (PPP) weights.
Figure 12c. Non-hydrocarbon Fiscal Deficit 1/ Figure 12d. External Current Account Balance
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26.

Monetary and Exchange Rate Issues

The authorities reiterated their commitment to maintaining a peg to the

U.S. dollar in the period leading up to the GCC monetary union. They also argued that a
pegged regime is likely to be in the interest of the GCC in the post-monetary union period,
mainly because the familiarity and credibility of the regime are important to investors. As
regards the 2007 Surveillance Decision, the authorities agreed with the staff’s analysis on the
level of the exchange rate and its conclusion that, despite large current account surpluses, the
Qatari rial is broadly in line with its equilibrium level (Box 2).

27.

With the exchange rate pegged and open capital mobility, the role of monetary

policy is mainly limited to steering short term interest rates to sustain the peg and to
manage short-term liquidity. The QCB uses the Qatar Money Market Rates (QMR)
overnight corridor to guide the average overnight interbank rate, thereby controlling interday
liquidity in the system; it also has established restrictions on bank credit and personal loans.

To help the QCB absorb liquidity more effectively, the Ministry of Finance (MoF) intends to

issue treasury securities of different maturities.
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Box 2. Qatar’s Real Effective Exchange Rate

1. Following a short period of depreciation,

Qatar: REER, Inflation, and U.S. Dollar/Euro Rates, 1999-2006

Qatar’s real effective exchange rate (REER) 50 6
appreciated by 16 percent during 2004-06. The s e
depreciation during 2001-04 reflected relatively low 2

135.0
domestic inflation and the depreciation of the st stnge e RHR)

125.0

U.S. dollar against the Euro. Since then, the . o
appreciation of the REER has been mainly owing to e g L
rising inflation fuelled by strong domestic demand. 1050 i e «>
Since 2003, oil prices have doubled, with the sharp w] =7 S

improvement in Qatar’s terms-of-trade (TOT) omem

1999 2000 2001 2002 2003 2004 2005 2006

suggesting that the underlying equilibrium real o055

exchange rate should be more appreciated than that

. . . . . Qatar: Actual and Equilibrium REER
before the oil price increase. The question is whether

160

the observed real appreciation is in line with the -
appreciation of the equilibrium exchange rate 140
resulting from the improvement in the TOT. 0 A REER
-
2. The equilibrium exchange rate approach 1o
suggests that the Qatari rial is in line with 100
fundamentals. The long-run real equilibrium ® Eqiron REER
exchange rate, based on economic fundamentals ®
(fiscal balance), indicates that in 2006 the Qatari rial 5 S A AR A A S

Source: Fund staff estimates.

was broadly in line with its equilibrium level, with
the recent appreciation correcting a moderate undervaluation.

3. The application of the macroeconomic balance
approach also points to no over- or undervaluation of the

Current Account Norm and Elasticity Indicators

Qatar

exchange rate. The external current account norm for Qatar in | Cgycroritn pereentof 6F) o
. 1 . . j
2012, based on panel data estimates' for the GCC countries is oot setoont o (2012) H
: 1 1 GCC
estimated at 31 percent of GDP, which is about the same as the Gurent acountrrm (2012 o
observed current account surplus in 2006 (31 percent of GDP), | Fecbence estev o
Countries dependent on exhaustible resources generally have Source: Fund Staff estimates.

1/ Estimate based on panel data for the six GCC countires

positive current account norms since they need to sustain large | during the period 1980-2005.
savings for future generations and as insurance against oil
price fluctuations. However, the large surplus in Qatar is a transitional phenomenon since it is envisaged
to fall below the estimated norm beginning in 2009, due to an acceleration of imports associated with
firm investment plans. However, these results should be interpreted cautiously, given that estimates of
current account norms are subject to large margins of error, especially in oil-producing countries.
Moreover, the estimates are sensitive to prospective developments in oil prices and other variables, and,
as such, the norm can change significantly over time.

4.  The large and prolonged current account surpluses in Qatar reflect historically high oil prices
and the transformation of assets under the ground into financial assets, as Qatar responds to producing oil
and gas in support of orderly growth in the global economy. The government’s medium-term policies
and the current pegged exchange regime are sustainable.

! The variables used in the estimation of the equilibrium current account include the fiscal balance, net foreign
assets, net oil exports, real per capita GDP growth, and population growth.
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28. The QCB has been enhancing prudential regulation and supervision of the
banking system. Banking regulation conforms broadly with the Basel Committee’s Core
Principles; and the payments and securities settlement systems are being upgraded. In
addition, improvements to the QCB’s capacity to assess banks’ risk management practices
are ongoing, and the authorities are working on legislation on governance and transparency
(fit and proper criteria).

E. Other Structural Reforms

29. The authorities are of the view that broadening the non-oil revenue base is
important to reduce the economy’s heavy dependence on the hydrocarbon sector. The
existing tax system of Qatar is characterized by a narrow income tax base and the absence of
a consumption tax. The authorities are planning to lower the corporate income tax rate for
foreign companies from 35 to 12 percent to attract foreign investors. At the same time, they
are considering introducing a corporate income tax rate for national companies at a lower
rate, with a view to unifying these rates in the future and creating a level playing-field. Other
planned changes in tax legislation include introduction of a VAT, a hotel service tax, a
municipality property tax, and a reduction of exemptions under the tax holiday policy.

30. The government is considering extending the pension plan to noncivil servants
and providing a separate plan for military personnel. The GRPA estimates that for the
current system to remain fully funded, its investment income portfolio should have a yield of
8 percent and the salaries of participants should not increase by more than 5 percent a year,
on average. While actuarial projections do not show any immediate weaknesses at this time,
a review of the current generous benefits may be needed if funding pressures emerge.

F. Economic Data and Transparency

31. The provision of IIP data to the Fund is important to strengthen the
effectiveness of the surveillance process. In many oil exporting countries, sovereign wealth
funds (SWF) provide a channel for investing their large export receipts. Information on these
transactions could help determine how much foreign inflows are being sterilized through
outward investment of the SWF and the extent of liquidity being managed. The authorities
view the role of data in surveillance positively, and provided the requested data on Qatar’s
IIP to the staff. Qatar’s Executive Director will make the information available to the
Executive Board at the time of the Board Meeting for the 2007 Article IV Consultation.

32. The authorities are committed to improving the quality of economic data
provided to the Fund and the general public. They recognize that a number of the
recommendations of the 2005 Multisector Statistics and General Data Dissemination
Standards (GDDS) mission, which provided a framework for the development of
macroeconomic statistics in Qatar, remain to be implemented. The authorities intend to
request further technical assistance from the Fund’s Statistics department to help formulate a
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strategy to strengthen statistical capacity, including the compilation of the external financial
account and the development of early warning indicators.

III. STAFF APPRAISAL

33. Historically high oil and gas prices have allowed Qatar to expand its economy at
a fast pace. The authorities have encouraged foreign investments in the oil and gas sector to
take full advantage of the favorable external environment, while at the same time
contributing to world oil market stability though increased production. Qatar’s prospects of
becoming a world leader in exports of LNG and ultra-clear fuels will facilitate the
authorities’ economic diversification objectives, creating a unique opportunity for the
expansion of the petrochemicals sector and contributing to the development of private sector
activities. Against this background, macroeconomic stability and the development of the
nonhydrocarbon sector will be crucial for maintaining the momentum for sustainable
economic growth.

34. Containing inflation should be a priority. The authorities believe that inflationary
pressures from the shortage of housing units will ease, but the recent large increase in public
sector wages and ongoing investments in public and private sector projects suggest that
inflationary pressures are likely to remain high in 2007-08. However, the nonhydrocarbon
fiscal balance as a percent of nonhydrocarbon GDP is projected to decline over the medium
term, helping to reduce inflationary pressures. If inflation persists, the authorities should
make every effort to restrain other current outlays and phase the implementation of large
projects—in line with the absorptive capacity of the economy and medium-term priorities. At
the same time, evidence suggests that the effectiveness of a cap on housing rents is limited,
and that it should at best be viewed as a short-term temporary measure. Staff is also skeptical
about the use of a measure of (core) inflation tailored to a country’s specific circumstances.
While recent inflationary developments have been driven mainly by supply-side factors, the
choice of an appropriate measure of core inflation ought to be studied carefully, and from a
GCC-wide perspective.

35. The authorities have already started implementing a number of the
recommendations from the 2007 FSAP. In particular, they are moving ahead with
refinements to licensing criteria, rules on ownership and control of banks, and assessments of
country and operational risk. As regards their plans to establish a single financial market and
a unified regulator, it is important for the QCB, the MoF, and the new regulator to agree on a
tri-partite memorandum of understanding on their respective responsibilities for financial
monitoring and oversight, crisis resolution, and payment systems regulation and operation.
Challenges for the new united regulator include establishing its independence and fostering
cooperation with other institutions.

36. While stress tests in the 2007 FSAP indicate that the financial system is robust,
the rapid rise in real estate-related lending, and bank exposure to new IPO lending
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should continue to be monitored closely. The authorities should take advantage of the
current strong market conditions to establish procedures to address promptly any issue that
may arise as a result of increased competition in the future. Consideration may also be given
to introducing a deposit insurance scheme, with an explicit cap and risk-based premiums.

37. Staff recommends the monitoring of total debt, possibly through a debt
monitoring unit, by collecting data and maintaining adequate regulatory oversight.
Although external borrowing by financial institutions and large corporations has picked up
significantly, external vulnerability associated with such borrowing is not at stake, given
Qatar’s large net creditor position, its borrowing for export-related activity, and the
increasing use of secured debt instruments.

38.  Appropriate conditions should be set up for developing the capital market,
including a vibrant corporate bond market. The authorities’ plans to issue treasury
securities for developing a secondary market and creating a yield curve are welcome. In this
regard, there is a need for a coordinated debt management strategy to facilitate the
forecasting and management of liquidity at the QCB. Consideration should also be given to
broaden the QCB’s market instruments by issuing central bank bills in Qatari rials for
liquidity management purposes. The availability of corporate bonds would add depth to the
financial market, allow banks to better manage their liquidity, and provide corporations with
additional instruments to match their maturities.

39. As regards the exchange rate, the staff shares the authorities’ view that the peg
to the U.S. dollar has served Qatar well by reducing trade and financial transaction costs,
encouraging investment activities and providing a credible nominal anchor, and that it should
be maintained in the transition to the GCC monetary union. Nonetheless, the exchange rate
regime (and the exchange rate level at which Qatar enters the single currency arrangement)
should be reviewed carefully at the time of establishing the monetary union. Diversification
away from oil and shifts in the distribution of international financial assets may lessen the
need for a continuing focus on the U.S. dollar. Also, tightening labor markets from increased
competition among GCC states, varying fiscal policy needs, and greater integration with
international capital markets will make managing a common peg more challenging.

40. The QCB is working toward developing its capacity for financial stability
analysis and reporting, taking into account its evolving role in a future environment where
bank supervision will be the responsibility of the single unified regulator. In this connection,
the staff welcomes the QCB’s plans to establish a statistical database to inform policy
making, develop leading macroeconomic indicators, and design early warning systems. The
Fund could provide technical assistance in this area.

41. In the interim, a formal mechanism should be put in place for the QFC to report
to the QCB on the financial situation of QFC-licensed institutions. Moreover, as the
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scope of financial transactions increases, it will be necessary to incorporate data from all
relevant institutions into Qatar’s monetary and financial statistics.

42. As discussed with the authorities, it is recommended that the next Article IV
discussions with Qatar take place within a 12-month cycle, instead of 24 months.
Reasons for shortening the Article IV cycle include (a) the strategic importance of Qatar’s
gas reserves; (b) the benefits derived from a more frequent policy dialogue; (¢) more
synchronized discussions on GCC monetary union issues (especially in the period leading

to 2010); and (d) a better monitoring of financial sector developments, particularly in view of
the establishment of new financial centers in the region.
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Table 1. Qatar: Selected Macroeconomic Indicators, 2001-07
(Quota: SDR 263.80 million)

(Population: 0.8 million, 2006 estimate)

(Per capita income: US$ 62,914, 2006 estimates)

Est. _Proj.
2001 2002 2003 2004 2005 2006 2007

National income, production, and prices

Nominal GDP (in millions of Qatari riyals) 63,839 70,483 85,663 115512 154,565 191,909 239,564

Nominal hydrocarbon GDP (in millions of Qatari riyals) 36,812 40,717 50,551 62,922 92,071 118,707 149,376

Nominal GDP (in millions of U.S. dollars) 17,538 19,363 23,534 31,734 42,463 52,722 65,814

Nominal GDP per capita (in U.S. dollars) 27,030 28,355 32,788 41,949 53,333 62,914 70,754

Nominal GDP growth (in percent per annum) -1.2 10.4 215 34.8 33.8 24.2 24.8

Real GDP growth (In percent per annum) 6.3 3.2 6.3 17.7 9.2 10.3 14.2
Hydrocarbon 1/ 5.8 2.2 5.6 12.5 6.0 10.7 18.0
Nonhydrocarbon 7.0 4.5 7.3 24.6 13.1 10.0 10.0

Crude oil output (thousand barrels per day) 680 694 721 753 760 803 896

LNG production (million tons per year) 12.7 13.7 14.4 18.9 21.2 24.7 28.6

Qil export price (U.S. dollars per barrel) 23.60 24.52 27.95 35.19 51.69 62.93 67.08

CPI period average 1.4 0.2 2.3 6.8 8.8 11.8 12.0

Public finance (In percent of GDP on fiscal year basis) 2/

Total revenue 34.7 39.7 33.0 44.0 39.6 41.8 44.5
Hydrocarbon revenue 23.8 257 21.2 29.0 26.6 26.9 28.9
Other revenue 11.0 14.0 11.8 15.0 13.0 14.9 15.6

Total expenditure and net lending 31.3 30.7 271 28.8 31.0 32.7 33.0
Current expenditure 26.5 24.7 223 22.6 20.0 24.3 22.2
Capital expenditure (including net lending) 4.8 6.0 4.8 6.3 11.0 8.4 10.7

Overall fiscal balance 3.4 9.0 5.9 15.1 8.6 9.1 11.5
Excluding hydrocarbon revenue -20.3 -16.7 -15.3 -13.9 -18.0 -17.8 -17.4

Nonhydrocarbon fiscal balance in percent of nonhydrocarbon GDP -48.0 -39.9 -36.1 -31.5 -45.2 -46.8 -46.7

Money and credit (Annual change in percent)

Broad money 14.0 7.6 4.8 20.8 42.9 39.6 43.3

Net foreign assets 2.6 27.8 43.3 23.2 50.3 281 20.7

Net domestic assets 21.2 -3.2 -22.3 17.6 32.7 57.4 71.6
Claims on government (net) 32.3 -13.8 -25.2 -9.2 -26.0 -54.9 -83.2
Domestic credit 7.3 17.8 27.0 30.1 60.0 457 51.1

Claims on public enterprises 141.0 101.2 24.8 28.3 34.9 58.6 43.6
Claims on private sector 2.8 11.3 27.3 304 63.5 44.2 52.0

External sector (In millions of U.S. dollars, unless otherwise stated)

Trade balance 8,126 7,771 9,224 13,540 17,058 20,272 26,374
Exports 11,511 11,421 13,582 18,950 26,122 35,083 45,480
Of which: Crude oil 5,825 6,222 7,520 9,702 14,122 17,840 22,553

LNG and related exports 4,081 3,734 4,632 6,554 8,738 13,360 18,178
Other 1,605 1,466 1,431 2,694 3,261 3,883 4,750
Imports -3,386 -3,650 -4,359 -5,410 -9,064 -14,811 -19,106
Current account 4,792 4,248 5,946 7,100 14,107 16,102 21,757
In percent of GDP 27.3 21.9 253 22.4 33.2 30.5 33.1
Central bank reserves, gross 1,298 1,504 2,876 3,361 4,572 5,416 6,499
In months of imports of goods and services 3/ 2.9 2.7 4.2 3.0 2.6 24 23

(In millions of U.S. dollars, unless otherwise stated)

Total external debt 4/ 14,328 13,893 13,355 15,011 20,422 29,878 40,243
In percent of GDP 81.7 7.7 56.7 47.3 48.1 56.7 61.1
Government external debt 4,500 4,038 4,322 4,017 3,743 3,387 3,049

In percent of GDP 25.7 20.9 18.4 12.7 8.8 6.4 4.6

Debt service (in percent of exports of goods and services) 251 23.6 23.8 8.7 7.4 7.4 5.4

Government-guaranteed debt (in percent of GDP) 2.1 1.7 1.3 0.8 0.5 0.3 0.2

Exchange rates (Qatari riyal/U.S. dollar) 3.64 3.64 3.64 3.64 3.64 3.64 3.64

Real effective exchange rate (percent change, 2000=100) 3.3 -2.0 -5.7 -0.1 71 8.3

Credit rating (Moody's investor services) Baa2 A3 A3 A3 A1 Aa2
Stock market index (cumulative, 2001=100) 100 137 233 384 653 422

Sources: Data provided by the authorities; and Fund staff estimates and projections.

1/ Staff estimates; include crude oil, LNG, propane, butane, and condensate.

2/ Fiscal year beginning in April.
3/ Next 12 months.
4/ Including commercial banks.
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Table 2. Qatar: Summary of Government Finance, 2002/03—2007/08 1/

Budget Prel. Budget Proj.
2002/03 ~ 2003/04  2004/05  2005/06  2006/07  2006/07  2007/08  2007/08
(In millions of Qatari riyals, unless otherwise indicated)
Total revenue 29,453 30,717 55,064 64,984 56,902 85,225 72,457 113,365
Hydrocarbon revenue 19,059 19,759 36,319 43,616 31,051 54,919 42,095 73,640
Oil related 19,059 19,759 33,192 38,144 25,961 48,597 31,313 62,858
LNG related revenue 0 0 3,127 5,472 5,090 6,322 10,782 10,782
Other revenue 10,394 10,958 18,745 21,368 25,851 30,306 30,361 39,724
Investment income from public enterprises 2/ 8,618 8,062 13,711 14,233 17,817 20,652 17,867 25,841
Corporate tax revenue 179 1,064 1,554 2,525 4,152 4,562 7,431 7,431
Other nontax revenue 1,597 1,832 3,480 4,610 3,882 5,092 5,063 6,452
Total expenditure 22,799 25,212 36,103 50,820 54,569 66,588 65,713 84,053
Current 18,344 20,730 28,270 32,761 34,669 49,550 44,733 56,743
Wages and salaries 5,997 6,294 7,940 6,657 7,167 13,204 15,627 17,864
Total interest payments 2,236 1,942 1,880 1,922 2,463 1,938 2,099 1,873
Interest on domestic debt 764 469 814 847 1,004 833 585 882
Interest on foreign debt 1,472 1,473 1,065 1,076 1,459 1,105 1,514 991
Foreign grants 227 515 324 447 360 1,944 364 1,983
Goods and services 8,269 10,038 16,555 22,727 23,339 30,940 21,971 30,351
Other current expenditures 3/ 1,615 1,941 1,572 1,008 1,340 1,524 4,672 4,672
Development expenditure 4,455 4,482 7,833 18,059 19,900 17,038 20,980 27,310
Net lending 0 0 0 0 0 0 0 0
Overall balance 6,654 5,505 18,961 14,164 2,333 18,637 6,744 29,312
Nonhydrocarbon fiscal balance -12,405 -14,254 -17,358 -29,452 -33,808 -36,282 -46,134 -44,328
Financing -6,654 -5,505 -18,961 -14,164 -2,333 -18,637 -6,744 -29,312
Domestic financing (net) 4/ -5,453 -5,489 -1,622 -4,420 -5,143 -3,247
Central bank (net) -153 -44 -179 137 -376 0
Transfer to QCB 0 -3,640 0 -1,820 0 -1,000
Commercial banks (net) 4/ -5,300 -1,805 -1,443 -2,736 -4,767 -2,247
Claims on government -1,780 -978 -1,695 -2,438 -2,501 5,413
Government deposits 3,520 827 -252 299 2,265 7,660
Domestic non-banks 0 0 0 0 0 0
Foreign financing (net) -1,201 -16 -17,339 -9,744 -13,494 -26,065
Government foreign assets (increase -) 5/ 685 -1,842 -16,100 -8,829 -12,069 -24,900
External borrowing (net) -1,886 1,826 -1,239 -915 -1,425 -1,165
Drawing 2,002 2,548 0 0 0 0
Repayment 3,888 722 1,239 915 1,425 1,165
Memorandum items:
Current balance 6/ 11,109 9,987 26,794 32,223 22,233 35,675 27,724 56,622
Current nonhydrocarbon balance 7/ -7,950 -9,772 -9,525 -11,393 -8,818 -19,244 -14,372 -17,018
Total government debt 33,769 35,654 32,120 29,850 28,771 28,999
Government external debt 13,028 14,853 13,614 12,699 11,274 10,110
Government gross domestic debt 20,741 20,801 18,506 17,151 17,496 18,889
Government net domestic debt 16,767 13,307 10,184 8,902 9,085 7,836
(net of deposits)
External debt service/total 18.2 71 4.2 3.1 3.0 1.9
Revenue (in percent)
Nominal GDP (on a fiscal year basis) 74,278 93,125 125,275 163,901 203,823 203,823 255,037 255,037
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Table 2. Qatar: Summary of Government Finance, 2002/03-2007/08 1/ (Concluded)

Budget Est.  Budget Proj.
2002/03 2003/04 2004/05 2005/06 2006/07 2006/07 2007/08 2007/08
(In percent of GDP)

Total revenue 39.7 33.0 44.0 39.6 27.9 418 28.4 445
Hydrocarbon revenue 25.7 21.2 29.0 26.6 15.2 26.9 16.5 28.9
Other revenue 14.0 11.8 15.0 13.0 12.7 14.9 11.9 15.6

Investment income from public enterprises 2/ 11.6 8.7 10.9 8.7 8.7 10.1 7.0 10.1
Corporate tax revenue 0.2 1.1 1.2 1.5 2.0 2.2 2.9 29
Other nontax revenue 22 2.0 2.8 2.8 1.9 25 2.0 25

Total expenditure 30.7 271 28.8 31.0 26.8 327 25.8 33.0

Current 247 22.3 22.6 20.0 17.0 243 17.5 222
Wages and salaries 8.1 6.8 6.3 4.1 35 6.5 6.1 7.0
Total interest payments 3.0 21 1.5 1.2 1.2 1.0 0.8 0.7

Interest on domestic debt 1.0 0.5 0.7 0.5 0.5 0.4 0.2 0.3
Interest on foreign debt 2.0 1.6 0.9 0.7 0.7 0.5 0.6 0.4
Foreign grants 0.3 0.6 0.3 0.3 0.2 1.0 0.1 0.8
Goods and services 111 10.8 13.2 13.9 11.5 15.2 8.6 11.9
Other capital expenditures 3/ 2.2 2.1 1.3 0.6 0.7 0.7 1.8 1.8

Development expenditure 6.0 4.8 6.3 11.0 9.8 8.4 8.2 10.7

Net lending 0 0 0 0 0 0 0 0

Overall balance 9.0 5.9 15.1 8.6 1.1 9.1 2.6 11.5

Nonhydrocarbon fiscal balance -16.7 -156.3 -13.9 -18.0 -16.6 -17.8 -18.1 -17.4

Nonhydrocarbon fiscal balance (in percent -39.9 -36.1 -31.5 -45.2 -46.8 -46.7

of nonhydrocarbon GDP)

Financing -9.0 -5.9 -15.1 -8.6 -1.1 -9.1 -2.6 -11.5
Domestic financing (net) 4/ -7.3 -5.9 -1.3 -2.7 -2.5 -1.3

Central bank (net) -0.2 0.0 -0.1 0.1 -0.2 0.0
Transfer to QCB 0.0 -3.9 0.0 -1.1 0.0 -0.4
Commercial banks (net) 4/ =71 -1.9 -1.2 -1.7 -2.3 -0.9
Claims on government -2.4 -11 -1.4 -1.5 -1.2 21
Government deposits 4.7 0.9 -0.2 0.2 1.1 3.0

Foreign financing (net) -1.6 0.0 -13.8 -5.9 -6.6 -10.2
Government foreign assets (increase -) 5/ 0.9 -2.0 -12.9 -5.4 -5.9 -9.8
External borrowing (net) -2.5 2.0 -1.0 -0.6 -0.7 -0.5

Drawing 27 2.7 0.0 0.0 0.0 0.0
Repayment 5.2 0.8 1.0 0.6 0.7 0.5

Memorandum items:

Current balance 6/ 15.0 10.7 214 19.7 10.9 17.5 10.9 222

Current nonhydrocarbon balance 7/ -10.7 -10.5 -7.6 -7.0 -4.3 -9.4 -5.6 -6.7

Total government debt 45.5 38.3 25.6 18.2 14.1 114
Government external debt 17.5 15.9 10.9 7.7 55 4.0
Government gross domestic debt 279 223 14.8 10.5 8.6 7.4
Government net domestic debt (net of deposits) 22.6 14.3 8.1 54 4.5 3.1

Sources: Ministry of Finance and Economy; and Fund staff estimates and projections.
1/ On a fiscal year basis, April-March. GDP is also converted into fiscal year basis.

2/ Includes investment income of state-owned hydrocarbon enterprises. The outcome from 2003/04 includes the
privatization receipts of Industries Qatar, shares of which were formerly owned by Qatar Petroleum.
3/ Corresponds to Chapter Ill "Minor capital expenses" in the budget.

4/ Information based on monetary survey.

5/ Excludes direct transfers made to State Reserve Fund and Stabilization Fund from oil and gas revenue.

6/ Total revenue minus current expenditure.

7/ Total nonhydrocarbon revenue minus current expenditure.
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Table 3. Qatar: Monetary Survey, 2001-07

Jun-06 Prel. Jun-07 Proj.
2001 2002 2003 2004 2005 2006 2006 2007 2007
(In millions of Qatari riyals)
Net foreign assets 14,098 18,017 25,819 31,812 47,820 57,495 61,250 51,104 73,957
QCB 4,719 5,467 10,458 12,225 16,580 19,459 19,694 21,368 23,647
Assets 1/ 4,724 5,474 10,469 12,233 16,643 19,469 19,715 21,379 23,657
Liabilities 5 7 11 8 63 10 21 11 11
Commercial banks 9,379 12,550 15,361 19,587 31,240 38,036 41,557 29,736 50,310
Assets 11,515 14,934 19,465 27,756 41,648 51,680 66,311 62,670 86,204
Liabilities 2,136 2,384 4,104 8,169 10,407 13,643 24,754 32,934 35,893
Net domestic assets 26,449 25,611 19,910 23,419 31,081 39,749 48,923 71,353 83,942
Claims on government (net) 19,096 16,454 12,308 11,172 8,265 5,657 3,728 7,748 627
Claims 2/ 22,808 20,517 21,412 18,967 17,122 16,013 17,238 17,284 18,272
Deposits 3/ 3,712 4,063 9,104 7,796 8,857 10,456 13,510 9,536 17,645
Domestic credit 19,603 23,100 29,330 38,170 61,079 71,128 88,986 115,637 134,433
Claims on public enterprises 4/ 1,434 2,885 3,601 4,619 6,231 7,829 9,884 14,412 14,198
Claims on private sector 18,169 20,215 25,729 33,551 54,847 63,299 79,102 101,225 120,235
Other items (net) -12,250  -13,943 -21,728  -25,923 -38,262 -36,936  -43,791 -52,032 -51,118
Broad money 40,547 43,628 45,729 55,231 78,901 97,244 110,173 122,457 157,899
Money 5,306 6,384 12,136 16,373 25,657 31,400 33,492 37,944 54,662
Currency in circulation 1,741 1,921 2,148 2,594 2,866 3,355 3,959 4,238 5,865
Demand deposits 3,565 4,462 9,988 13,779 22,791 28,044 29,533 33,706 48,797
Quasi-money 35,241 37,244 33,593 38,858 53,244 65,845 76,681 84,513 103,237
Savings and time deposits 21,105 21,511 21,911 22,822 28,409 37,791 39,622 49,912 52,658
Foreign currency deposits 14,137 15,734 11,682 16,036 24,836 28,054 37,059 34,601 50,579
(Annual changes in percent)
Net foreign assets 26 27.8 43.3 232 50.3 28.1 -11.1 20.7
Net domestic assets 21.2 -3.2 -22.3 17.6 32.7 57.4 79.5 71.6
Claims on government (net) 323 -13.8 -25.2 9.2 -26.0 -54.9 39.4 -83.2
Domestic credit 7.3 17.8 27.0 30.1 60.0 45.7 62.6 51.1
Claims on public enterprises 141.0 101.2 24.8 28.3 34.9 58.6 84.1 43.6
Claims on private sector 2.8 11.3 27.3 30.4 63.5 44.2 59.9 52.0
Broad money 14.0 7.6 4.8 20.8 42.9 39.6 25.9 43.3
Savings and time deposits 17.9 1.9 1.9 4.2 245 39.5 321 32.9
Memorandum items:
Net claims on public enterprises -10,359 -8,596 -4,905 -5,747 -8,399 -11,581  -11,630 -7,297  -15,481
Velocity of broad money (to total GDP) 1.57 1.62 1.87 2.09 1.96 1.97 1.74 1.96 1.52
Velocity of broad money (to nonhydrocarbon GDP) 0.67 0.68 0.77 0.95 0.79 0.75 0.66 0.74 0.66

Sources: Qatar Central Bank (QCB); and Fund staff estimates.

1/ Excludes QCB's foreign currency deposits with local commercial banks.
2/ Includes government borrowing on behalf of public enterprises in 2001.
3/ Includes foreign and local currency deposits.

4/ Nonfinancial enterprises with government share.
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Table 4. Qatar: Balance of Payments, 2001-07

(In millions of U.S. dollars)

Est. Proj.

2001 2002 2003 2004 2005 2006 2007

Current account 4,792 4,248 5,946 7,100 14,107 16,102 21,757
In percent of GDP 27.3 21.9 253 22.4 33.2 30.5 33.1
Trade balance 8,126 7,771 9,224 13,540 17,058 20,272 26,374
Exports 11,511 11,421 13,582 18,950 26,122 35,083 45,480
Hydrocarbon 9,906 9,955 12,152 16,256 22,861 31,200 40,731
Crude oil 5,610 5,628 6,716 8,528 12,843 16,299 19,370
LNG 2,632 2,588 3,120 4,201 5,200 8,471 10,461
Propane, butane 294 230 414 563 781 1,156 1,949
Condensates 1,155 916 1,098 1,790 2,757 3,733 5,768
Refined petroleum products 215 594 804 1,174 1,279 1,541 3,183
Non-hydrocarbon 1,605 1,466 1,431 2,694 3,261 3,883 4,750
Petrochemicals 727 924 1,107 1,615 1,958 2,265 2,692
Others 878 542 324 1,079 1,303 1,618 2,058
Imports -3,386 -3,650 -4,359 -5,410 -9,064 -14,811 -19,106
Services (net) -1,028 -1,090 -1,195 -1,198 -924 -2,763 -2,570
Income (net) -704 -916 -432 -2,988 549 2,331 2,352
Receipts 1/ 888 709 1,354 554 1,311 3,383 3,742
Payments 2/ -1,591 -1,625 -1,786 -3,543 -762 -1,052 -1,391
Transfers (net) -1,601 -1,517 -1,650 -2,254 -2,576 -3,738 -4,399
Of which: workers remittances -1,506 -1,482 -1,593 -2,175 -3,006 -3,914 -4,071
Capital account 0 -373 -319 -551 -753 -934 -1,046
Financial account -2,482 -2,639 -2,996 -8,571 -5,710 -8,827 -19,625
Direct Investment, net 3/ 400 500 500 1,500 2,500 3,500 4,700
Portfolio borrowing, net 3/ 77 433 591 -275 1,225 234 633
Assets 0 0 0 0 -769 -784 -940
Liabilities 77 433 591 -275 1,994 1,018 1,574
Other investment (net) -1,865 -1,436 -1,860 -6,962 -4,310 -7,514 -10,359
Assets -1,003 -933 -850 -7,501 -9,105 -13,029 -17,663
Trade credits -3 67 150 351 382 428 752
Government external assets 4/ -1,000 -1,000 -1,000 -7,853 -9,487 -13,457 -18,415
Liabilities 5/ -1,146 -527 -1,010 539 4,795 5,515 7,304
Commercial banks, net 5 -871 -772 -1,161 -3,201 -2,834 -2,405
Other capital, net -1,100 -1,265 -1,455 -1,673 -1,924 -2,212 -12,195
Errors and omissions -2,205 -1,031 -1,260 2,508 -6,447 -5,486 0
Overall balance 104 205 1,371 485 1,196 855 1,086
Change in QCB net foreign assets -104 -205 -1,371 -485 -1,196 -855 -1,086

Sources: Qatar Central Bank; and Fund staff estimates and projections.

1/ Includes staff estimates for QIA.

2/ Includes staff estimates for commercial banks.

3/ Added to the national presentation for alignment with accepted BOP norms.
4/ Estimates.

5/ Primarily bank borrowing by Qatar Petroleum and affiliates.
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Table 5. Qatar: Vulnerability Indicators, 2001-06

(In percent; unless otherwise indicated)

Est.
2001 2002 2003 2004 2005 2006
External solvency indicators
REER (CPI based - end of period) 3.3 -2.0 -5.7 -0.1 71 8.3
Total debt (in billions of U.S. dollars, including commercial banks) 14.3 13.9 134 15.0 20.4 299
Of which: LNG-related 5.3 47 2.6 24 6.7 10.9
Total debt (in percent of GDP) 81.7 7.7 56.7 47.3 48.1 56.7
Debt service/exports of goods and services 251 23.6 23.8 8.7 74 7.4
Public sector solvency indicators
Government gross domestic debt/GDP 33.9 27.9 223 14.8 10.5 8.6
Government net domestic debt/GDP 1/ 52.4 42.3 32.9 20.6 14.0 10.6
Government external debt/GDP 2/ 22.8 17.5 15.9 10.9 7.7 55
Total debt service/total revenue 25.7 26.8 11.9 8.7 8.1 6.9
Interest payments/total revenue 121 7.6 6.3 3.4 3.0 2.3
Hydrocarbon revenue/total revenue 68.4 64.7 64.3 66.0 67.1 64.4
External liquidity indicators (in millions of U.S. dollars)
Central bank net reserves 1,296 1,502 2,873 3,358 4,555 5,410
In months of imports 2.9 2.7 4.1 3.0 2.6 24
Commercial banks net foreign assets 2,577 3,448 4,220 5,381 8,583 11,417
Foreign assets 3,164 4,103 5,348 7,625 11,442 18,217
Foreign liabilities 587 655 1,127 2,244 2,859 6,801
Crude oil exports/total exports 50.6 54.5 55.4 51.2 54.1 50.9
Financial sector indicators
Foreign currency deposits/total deposits 36.4 37.7 26.8 30.5 32.7 34.9
Net domestic credit (percent change) 18.4 2.2 5.3 18.5 40.5 337
Private sector credit (percent change) 2.8 11.3 27.3 30.4 63.5 44.2
Net domestic credit/GDP 60.6 56.1 48.6 42.7 44.9 48.3
Private credit/total assets of banks 31.7 32.3 33.8 36.5 421 41.7
Market assessment/financial market indicators
Stock market index (end of period) 1,692 2,324 3,947 6,494 11,053 7,133
Stock market index (percent change) 3/ 100.0 137.3 233.2 383.7 653.2 4215
Country risk (basis points, end of period) 4/ 270.9 264.2 130.9 131.8 115.8 104.5
Moody's investor services Baa2 A3 A3 A3 A1 Aa2
Standard and Poor's 5/ BBB+ A- A+ A+ A+ AA-

Sources: Qatari authorities; Bloomberg; and Fund staff estimates and projections.

1/ Net of government deposits with resident banks.
2/ Fiscal year basis.
3/ General index (cumulative, 2001=100)

4/ Measured by the difference in end-of-period interest rates on 30-year government debt compared with those
on U.S. debt. For 2004 and 2005 uses interest rates on secondary market for U.S. treasury 30-year bond.

5/ Long-term foreign currency rating.
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Table 6. Qatar: Medium-Term Baseline Scenario, 2002—12

Est. Projections
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
(Percent change, unless otherwise indicated)

National income, production, and prices

Nominal GDP (in millions of Qatar riyals) 70,483 85,663 115512 154,565 191,909 239,564 301,458 343,828 397,429 442,082 488,836

Real GDP 3.2 6.3 17.7 9.2 10.3 14.2 14.1 13.1 14.5 10.1 9.5
Hydrocarbon 1/ 22 5.6 12.5 6.0 10.7 18.0 17.6 15.6 17.8 10.2 9.3
Nonhydrocarbon GDP 4.5 7.3 246 13.1 10.0 10.0 10.0 10.0 10.0 10.0 10.0

Crude oil production, th. barrels per day 694 721 753 760 803 896 901 928 1,044 1,027 989

LNG Production, millions of tons 13.7 14.4 18.9 212 24.7 28.6 35.3 458 56.3 66.8 773

Qatar oil export price (In U.S. dollar per barrel) 2452  27.95 35.19 51.69 62.93 67.08 73.43 70.74 69.03 68.05 67.31

CPI period average 0.2 23 6.8 8.8 11.8 12.0 10.0 8.0 6.0 5.0 4.0

Terms of trade 0.6 2.0 13.9 28.7 71 -2.1 7.9 -1.9 -1.0 -1.0 -1.5

(In millions of Qatari Riyals)

Central government finances 2/

Total revenue 29,453 30,717 55,064 64,984 85225 113,365 131,078 144,383 167,435 180,750 187,823
Hydrocarbon revenue 19,059 19,759 36,319 43,616 54919 73,640 82,355 88,206 102,924 108,761 108,585
Other revenue 10,394 10,958 18,745 21,368 30,306 39,724 48,723 56,177 64,511 71,989 79,238

Total expenditure 22,799 25212 36,103 50,820 66,588 84,053 92,132 95,803 99,990 104,783 109,394
Current 18,344 20,730 28,2270 32,761 49,550 56,743 61,132 64,803 68,990 73,783 78,394
Capital 4,455 4,482 7,833 18,059 17,038 27,310 31,000 31,000 31,000 31,000 31,000

Overall balance 6,654 5505 18,961 14,164 18,637 29,312 38,946 48,580 67,445 75,967 78,430
In percent of GDP 9.0 5.9 15.1 8.6 9.1 115 12.5 13.6 16.5 16.7 15.7

Nonhydrocarbon balance -12,405 -14,254 -17,358 -29,452 -36,282 -44,328 -43,409 -39,626 -35479 -32,794  -30,155
In percent of GDP -16.7 -15.3 -13.9 -18.0 -17.8 -17.4 -13.9 -11.1 -8.7 -7.2 -6.0
In percent of nonhydrocarbon GDP -39.9 -36.1 -31.5 -45.2 -46.8 -46.7 -38.0 -29.3 -22.6 -18.1 -14.6

Government net debt 3/ 29,795 28,160 23,798 21,601 20,359 17,946 11,601 4,636 3,894 1,714 1,631
In percent of GDP 423 329 20.6 14.0 10.6 75 3.8 1.3 1.0 0.4 0.3

External debt service (percent of total revenue) 18.2 71 4.2 3.1 3.0 1.9 1.3 34 0.6 0.2 0.2

(In millions of U.S. dollars, unless otherwise indicated)

External sector

Current account 4,248 5,946 7,100 14,107 16,102 21,757 28,779 28,022 34,563 36,682 35,944
In percent of GDP 219 253 224 33.2 30.5 33.1 347 29.7 31.7 30.2 26.8

Trade balance 7,771 9,224 13,540 17,058 20,272 26,374 33,828 33,244 39,669 41,822 40,767
Exports 11,421 13,582 18,950 26,122 35083 45480 57,902 63,384 75,837 84,138 89,431

Of which:
Crude oil 6,222 7,520 9,702 14,122 17,840 22,553 24,770 24,585 29,749 31,635 30,335
LNG 3,734 4,632 6,554 8,738 13,360 18,178 27,442 32,469 38,034 43,390 49,175
Other exports 1,466 1,431 2,694 3,261 3,883 4,750 5,690 6,329 8,053 9,114 9,921
Imports -3,650 -4,359 -5410 -9,064 -14,811 -19,106 -24,073 -30,140 -36,168 -42,316  -48,664

Services, net -1,090 -1,195 -1,198 -924 2,763 -2570  -3,216 -4,515 -5,369 -6,565 -7,985

Income, net -916 -432  -2,988 549 2,331 2,352 2,798 4,170 5,397 6,829 8,848

Current transfers, net -1,5617 -1,650 -2,254 -2,576 -3,738 -4,399  -4,632 -4,877 -5,133 -5,403 -5,687

Central bank reserves, net 1,502 2,873 3,358 4,555 5,410 6,496 8,121 10,152 12,691 15,864 19,831
In months of imports of goods and services 4/ 27 4.1 3.0 26 24 23 24 25 2.7 29 3.4

Total external debt (excluding banks, inpercent of GDP) 68.4 52.0 40.2 41.4 43.8 46.2 449 46.9 51.2 57.3 62.4

Total external debt (including banks, inpercent of GDP) 7.7 56.7 47.3 48.1 56.7 61.1 59.9 61.9 66.1 72.3 77.4

Official external debt 4,038 4,322 4,017 3,743 3,387 3,049 2,797 1,819 1,373 1,327 1,327

Total external debt service 2,856 3,507 1,793 2,164 2,881 2,703 2,958 4,347 5,007 5,965 6,252
In percent of exports of goods and services 23.6 23.8 8.7 74 74 54 4.6 6.2 6.0 6.5 6.4
In percent of GDP 14.8 14.9 5.7 5.1 55 4.1 3.6 4.6 4.6 4.9 4.7

(In percent of GDP)
Saving-investment balance
Gross investment 32.6 34.9 334 35.5 34.2 325 34.3 40.2 39.7 401 44.8
Nongovernment sectors 26.8 29.6 273 254 25.2 221 243 31.2 31.9 33.1 38.5

Gross national saving 54.6 60.1 55.8 68.7 64.7 65.5 69.0 69.9 71.3 70.4 71.6

Nongovernment sectors 37.0 45.2 321 448 42.8 40.3 44.0 45.2 46.1 45.5 48.6

Sources: Qatari authorities; and Fund staff estimates and projections.

1/ Includes crude oil, LNG, propane, butane, and condensate.

2/ Fiscal year basis, April-March.
3/ Net of deposits in resident banks.
4/ Next 12 months.
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ANNEX 1. QATAR: FUND RELATIONS

(As of September 30, 2007)

I. Membership Status: Joined 09/08/72; Article VIII, 06/04/73

II. General Resources Account:

SDR million Percent Quota
Quota 263.80 100.0
Fund holdings of currency 245.80 93.18
Reserve position in Fund 18.00 6.82
III. SDR Department:

SDR Million Percent Allocation
Net cumulative allocation 12.82 100.00
Holdings 27.80 216.79

IV.  Outstanding Purchases and Loans: None

V. Projected Obligations to the Fund: None

VI. Implementation of HIPC Initiative: Not applicable
VII. Safeguards Assessments: Not applicable

VIII. Exchange Arrangements:

The Qatari riyal has been pegged to the U.S. dollar at QR 3.64 = $1.00 since July 2002,
following an unofficial peg that was in effect since June 1980. Qatar has accepted the
obligations under Article VIII, Sections 2, 3, and 4(a) and maintains an exchange system that
is free of restrictions on the making of payments and transfers for current international
transactions. Qatar maintains exchange restrictions for security reasons, based on UN
Security Council Resolutions, that have been notified to the Fund for approval (see
EBD/02/41, 3/19/02) under the procedures set forth in Executive Board Decision No. 144-
(52/51).

IX. Article IV Consultation:

The discussions for the previous Article IV consultation took place in Doha in May 2004. A
staff team visited Qatar from February 7—10, 2005 to update the staff report. The Staff Report
and its supplement were discussed by the Executive Board on March 11, 2005. Qatar moved
to the 24-month Article IV consultation cycle in 1997.



X. FSAP Participation, ROSCs, and OFC Assessments:

FSAP missions were conducted in January and May 2007. An AML/CFT assessment was
initiated by the Fund’s Legal Department during a mission to Qatar in February 2007. A draft
joint evaluation report is expected to be considered for adoption by the MENAFATF and the
FATF Plenaries in November 2007 and February 2008, respectively. Once the report is
adopted, a ROSC will be circulated to the Board for information.

XI. Technical Assistance:

STA November/December 1994
MAE June 1995

MAE April 1997

MAE September 1998/January 1999
STA April 2000

STA May 2001

STA January 2005

STA April 2006

LEG November 2006

STA April 2007

XII. Resident Representatives:

None

Multisector statistics

Financial sector reform

Reform of the legal framework of
The Qatar Central Bank
Introducing government bonds and
treasury bills

Real Sector Statistics

Balance of Payments Statistics
Multisector statistics

Government finance statistics
AML/CFT pre-assessment

GDDS assessment



ANNEX II. QATAR: RELATIONS WITH THE WORLD BANK GROUP
(As of May 2007)
Technical Cooperation Program

No framework for annual programs has been signed; the Bank is working with the
Government on an adhoc basis. There has been an increased interest in mutual cooperation.

Ongoing Projects

o Labor Market Strategy (LMS)

The World Bank conducted a labor market survey to help identify the main characteristics of
the labor market in Qatar, and prepared an LMS that included an assessment and analysis of
the labor force and a review of labor laws, regulations, and other institutional factors
affecting labor allocation and utilization. The results of the LMS study were presented at a

national symposium in April 9, 2006. Currently, the Bank is assisting in the implementation
of the study’s action plan.

° Moving Qatar Towards a Knowledge-Based Economy

The objectives of this collaboration are to deliver a report with a set of recommendations for
policies and strategies on how to move Qatar towards a knowledge-based economy on the
one hand, and building capacity to ensure a sustainable process to achieve this objective on
the other.

Completed Projects

o Evaluation of Qatar Payments System

The World Bank assisted Qatar in reviewing the payments system implemented by the Qatar
Central Bank with a view to identifying any shortfalls in safety, efficiency, and integrity.

o Macro-econometric Model
A macroeconomic modeling workshop was conducted November 1617, 2005.

o Workshop on “Partnering for Value, Innovation and Job Creation: PPPs in the GCC”
May 16-17, 2006.

o Investment Climate Workshop

A presentation was given in February 2004 on investment climate, privatization, and public
sector development to an audience of officials.



ANNEX III. QATAR: STATISTICAL ISSUES
Data reporting

Economic data are broadly adequate for surveillance, but there is substantial scope for
improving their frequency, timeliness, and coverage.

The Central Statistical Office was integrated into the Planning Council in 1998, in order to
give it a sharper focus on data coordination and compilation.' Following technical assistance
from the Fund, the timeliness and quality of monetary statistics have improved. The
improvements include a better classification of the government sector and regular publication
of analytical accounts of banks. Some steps have been taken to strengthen the external
current account data, particularly data on trade and services, and there is an improvement in
the estimation of workers’ remittances. On national accounts, steps have been taken to
publish a wider range of aggregates, including private consumption expenditure and national
saving. In addition, detailed data on oil, gas, and medium-and long-term external debt have
been provided to the missions.

While monetary data are reported to STA on a regular basis, there are long lags in the
reporting of price indices and other real sector statistics for publication in International
Financial Statistics (IFS). Furthermore, international trade details are reported only
sporadically for publication in the Direction of Trade Statistics. Public finance data are not
reported for publication in either /F'S or other Fund publications. In an April 2007 General
Data Dissemination System (GDDS) assessment, the mission was provided with 2005
balance of payments data following the international format. STA is reviewing these data for

inclusion in the IF'S and BOPSY for the first time.
Data dissemination

Qatar is a GDDS participant since December 2005. The GDDS mission of April 2007
updated the GDDS Summary Table Il Data Coverage, Periodicity, and Timeliness, assessed
dissemination practices relative to the requirements of the SDDS for coverage, periodicity,
and timeliness; and identified major milestones that Qatar would have to reach to graduate
from the GDDS to the SDDS. To enhance data dissemination practices, the mission assisted
the authorities in developing a National Summary Data Page (NSDP) and an Advance
Release Calendar (ARC).

Overall, the mission found that significant progress had been made since the 2005
multisector mission and that the authorities were to be commended for their dedicated work
in implementing the plan for statistical improvements over the two preceding years.
However, significant gaps in certain datasets still remain and need to be addressed.

! Recently, a new Statistics Institute was formed, to spearhead the development of statistics in Qatar.



Data publications policy

While data provided to consultation missions are incorporated in Fund documents for internal
circulation, the authorities prefer the publication only of officially finalized and approved
data for the central bank balance sheet and detailed budgetary data. The website of the Qatar
Central Bank (QCB) contains some information on the real sector, fiscal sector, and the
balance of payments, but the detail is insufficient.

Sectoral data issues
National accounts and prices

National accounts statistics remain deficient. The data suffer from inadequate coverage of
enterprises and poor responses to survey questions, resulting in low quality and untimely
compilation. Sometimes data are estimated. An outdated base year (1988) compromises the
quality of constant price estimates of national accounts. The 2005 STA multisector mission
found that the national accounts, which broadly follow the recommendations of the System of
National Accounts 1968, are subject to very large revisions that cast doubts on their accuracy
and reliability. Data for oil and gas sectors are recorded with less frequency and timeliness
than should be expected. The mission recommended that a single statistical portal for these
data be instituted (which would also feed the balance of payments and foreign merchandise
trade statistics). The mission noted a lack of reliable price indices for preparing constant
price estimates. Qatar’s Statistics Department started preparations for implementing the 7993
SNA and devised a time frame for the implementation of the system, beginning with intensive
training courses to national accounts staff and other supporting bodies, and including
participation in various regional and international conventions and seminars. Within this
frame, 2001 was selected as base year. In addition, different phases for the compilation of the
accounts were identified. It was agreed that phase one should cover the compilation of
current accounts in addition to capital accounts. The main factor for this selection was the
availability of data. The subsequent stages would cover the compilation of the supply and use
table, the input-output table, and the accumulation accounts and balance sheets.

Work to compile a supply and use table is still under way. Work has started with the
compilation of national accounts at current prices from 200105, to be followed by the
compilation of estimates at constant prices. Preliminary estimates for quarterly 2006 GDP are
available.

Consumer price data now extend to 2003 on an annual basis. However, the index is deficient
in several ways. Prices of nonfood items are collected mainly at annual intervals, raising
questions of accuracy when prices are subject to significant fluctuations. Also, CPI weights
are based on a 1988 Household Expenditure Survey, which is outdated and probably does not
reflect current consumption patterns. No monthly CPI data are available. Updating the basket
was among the recommendations of a STA mission in 2000. It is not clear how far the
authorities have gone in their preparations for implementing these recommendations. At the
time of the multisector mission there was a lack of sufficient price indices for compiling
constant price estimates, although the CPI broadly complied with international standards.



The CPI has 2001 as base year, and national accounts and CPI statistics are released regularly
at the Ministry of Planning's website.

On employment data, the Department of Statistics undertakes a regular annual Survey of
Economic Activities on a representative sample of establishments to collect data on
production, intermediate consumption, labor input, value added and other characteristics. In
order to avoid extra sampling costs and duplication of efforts, the 2005 Survey of
Employment, Wages and Working hours was conducted on the same sample of
establishments selected for the 2005 Establishment Survey of Economic Activities. Detailed
employment data is available for June 2005.

Hydrocarbon sector

Detailed data on the oil and gas sectors are supplied by the ministry of energy and petroleum
and Qatar Petroleum (QP)’ at the time of the Article IV consultation discussions. In addition,
the authorities also provide information about medium-term plans for oil and gas, liquefied
natural gas (LNG) financing, and other QP-related industrial activities.

Government sector

Government budget data should be presented according to Government Finance Statistics
guidelines, including greater detail on major expenditure and non-oil revenue categories. In
addition, budget data should be rendered consistent with the data on public sector in the
monetary survey and the balance of payments. Data on financing items in the budget are not
up to date. Access to this information along with data on the budget outcome for previous
fiscal years would enhance the basis for analysis. The country has a number of—largely
commercial—public sector entities that should not be mixed with the central government
accounts. The authorities have reported annual data for 2004—06 for publication in the
Government Finance Statistics Yearbook. Monthly and quarterly data are not reported for
publication in /FS.

The April/May 2007 GDDS mission found that the MOF is giving priority to the
implementation of the recommendations of the Government Finance Statistics Manual 2001
with the objective of starting the dissemination of complete annual government finance
tables.

Monetary sector

Monetary data for the QCB and commercial banks are generally timely and of high quality.
The QCB reports monetary data regularly to STA for publication in /F'S on a regular monthly
basis with a lag of about three weeks. Monthly and quarterly data are also published in the
OSB. However, breakdowns of bank balance sheets as shown in the Quarterly Statistics
Bulletins are hard to align with the monetary survey without further detail.

? Formerly Qatar General Petroleum Corporation.



In July 2006, Qatar participated in a regional monetary statistics seminar at GCC
headquarters in Riyadh that focused on preparation of monetary statistics in accordance with
the IMF’s Monetary and Financial Statistics Manual using the Standardized Reporting
Forms (SRFs). The SRF-based reporting is in the final stages of development..

Balance of payments

The recent GDDS assessment mission learned that following the 2005 multisector statistics
mission, the QCB made some progress in the compilation of balance of payments statistics.
The QCB has expanded the International Transactions Reporting System (ITRS) collection
forms and has recently introduced report forms for the major oil and gas companies and their
affiliates to collect data on current account and financial account transactions. In addition, the
balance of payments presentation provided to the GDDS mission for review and publication
in /F'S and BOPSY conforms, for the first time, to the format of the fifth edition of the
Balance of Payments Manual. However, serious omissions remain, largely as the result of the
lack of reliable and timely source data. There is no compilation for inward or outward direct
investment, there are no portfolio investment data compiled for the nonbank sector, and
errors and omissions remain large. Moreover, official statistics seem to underestimate total
imports. Source data for government external assets are not provided to the QCB for BOP
compilation. Although an estimate for flows of government external assets based on the
budget data is included in the balance of payments, no information is provided on the
government’s stock of external assets, which makes it difficult to appraise the level of
investment income with any degree of confidence. In addition, there is an inconsistency in
coverage in flows and stocks of official reserves. In the balance of payments, flows of
official reserves include changes in stock of the QCB and an estimate for the change in stock
of the external assets of the government. However the stock of official reserves published in
IF'S includes only the stock of the QCB. Progress in implementing technical assistance
recommendations has been steady but slow.

External debt

No official information is published on the amount or breakdown of external debt. However,
detailed data on the country’s medium- and long-term external debt are provided to missions
during the Article IV consultation discussions. In recent years, Qatar has issued several
international bonds and some proceeds from these borrowing were used to retire other
external debt. It is, therefore, important to improve the information flow on external debt and
its maturity profile.



Qatar: Table of Common Indicators Required for Surveillance
(As of October 26, 2007)

Date of Date received Freque | Frequency Frequency
latest ncy of of of
observation Data® Reportin g6 Publlgatlon
Exchange Rates Sept. 2007 Oct. 2007 M M M
International Reserve Assets of the Monetary June. 2007 | June 2007 M M M
Authorities !
Reserve/Base Money Aug. 2007 | Sept 2007 M M M
Broad Money Aug 2007 Sept 2007 M M M
Central Bank Balance Sheet Aug 2007 Sept 2007 M M M
Consolidated Balance Sheet of the Banking System Aug 2007 Sept 2007 M M M
Interest Rates2 July 2007 Aug 2007 M - Q
Consumer Price Index Q22007 Aug. 2007 Q 1 Q
Revenue, Expenditure, Balance and Composition of
. .3 4
Financing™ — General Government
Revenue, Expenditure, Balance and Composition of 2006/07 June 2007 Q I 1
FinancingS— Central Government
Stocks of Central Government and Central
Government-Guaranteed Debt5
External Current Account Balance 2006 March 2007 A
Exports and Imports of Goods and Services 2006 March 2007 A
GDP/GNP 2006 March 2007 A
Gross External Debt 1998 October 1999 A NA -

'Includes reserve assets pledged or otherwise encumbered as well as net derivative positions.

? Both market-based and officially-determined, including discount rates, money market rates, rates on treasury bills, notes and bonds.

* Foreign, domestic bank, and domestic nonbank financing.

*The general government consists of the central government (budgetary funds, extra budgetary funds, and social security funds) and state
and local governments.

* Including currency and maturity composition.

® Daily (D), weekly (W), monthly (M), quarterly (Q), annually (A), irregular (I); and not available (NA).



Statement by the IMF Staff Representative
November 26, 2007

I. This statement provides information on recent developments in Qatar that has become
available since the staff report was circulated to the Executive Board on November 7, 2007.
The new information does not change the thrust of the staff appraisal.

2. The World Economic Outlook (WEO) oil price projections were revised in
November 2007, resulting in changes to staff projections for oil and gas export and fiscal
revenues. The 2007 average petroleum spot price (APSP) is now projected to average $71 a
barrel, about 4 percent higher than in the September 2007 WEO baseline. As a result, the
external current account surplus for 2007 is expected to increase by about 2 percentage points
over the projection in the staff report, to reach 35 percent of GDP (Table 1). The surplus will
remain high over the medium term. It will rise sharply in 2008 (to 43 percent of GDP) owing
to the significant increase (18 percent) in the new WEO oil price forecast, before declining
steadily afterwards to below 36 percent of GDP by 2012. The impact of the oil price increase
is not as large on the fiscal side, as only a portion of the earnings from gas exports is
reflected in the fiscal accounts. As a result, the government’s fiscal balance in 2007 is now
expected to be over 1 percentage point of GDP higher than indicated in the staff report. On
average, the overall fiscal balance for 2008—12 is projected to increase by almost

3 percentage points of GDP relative to the projections presented in the staff report.

3. On November 1, the Qatar Central Bank followed the U.S. Federal Reserve Board's
decision of October 31, 2007 and cut its deposit facility rate by 25 basis points. Data on
inflation in the third quarter of 2007 are not yet available. The stock market continues to
recover. As of November 20, the market index has increased by 34 percent relative to
end-2006. However, it is still by 26 percent lower than the peak reached in September 2005.
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Public Information Notice DEPARTMENT
Public Information Notice (PIN) No. 07/141 International Monetary Fund
FOR IMMEDIATE RELEASE 700 197 Street, NW
December 14, 2007 Washington, D. C. 20431 USA

IMF Executive Board Concludes 2007 Article IV Consultation with Qatar

On November 26, 2007, the Executive Board of the International Monetary Fund (IMF)
concluded the Article IV consultation with Qatar.*

Background

Qatar’'s economic performance was strong in 2006, with real GDP growing by about 10 percent
driven by increased production of liquefied natural gas, and strong activity in the construction
and financial services sectors. Inflation reached close to 12 percent in 2006, partly reflecting
supply bottlenecks. The external current account recorded a surplus of about 31 percent of
GDP, as the increase in hydrocarbon exports offset a rise in imports owing to the initiation of
large mega projects. The financial account showed large outflows, reflecting a buildup of
external assets by the government, and the financial, corporate, and household sectors. Gross
official reserves of the central bank (excluding government’s external assets) increased by
about US$0.8 billion in 2006, to US$5.4 billion by year's end.

Notwithstanding large increases in salaries and outlays on goods and services, the overall fiscal
surplus remained at about 9 percent of GDP, as hydrocarbon revenue surged in line with oil
prices. Broad money growth was about 40 percent in both 2005 and 2006, fueled by large
foreign exchange inflows, public expenditure, and strong growth in credit to the private sector.
While the macro-prudential indicators of the banking sector remain strong, maturity mismatches
may have grown given the long-term nature of loans for infrastructure and construction projects.

"'Under Atrticle IV of the IMF's Articles of Agreement, the IMF holds bilateral discussions with
members, usually every year. A staff team visits the country, collects economic and financial
information, and discusses with officials the country's economic developments and policies. On
return to headquarters, the staff prepares a report, which forms the basis for discussion by the
Executive Board. At the conclusion of the discussion, the Managing Director, as Chairman of the
Board, summarizes the views of Executive Directors, and this summary is transmitted to the
country's authorities.

Washington, D.C. 20431 e Telephone 202-623-7100 e Fax 202-623-6772 « www.imf.org



Banks have been putting into place risk management frameworks to implement Basle Il

during 2007. Equity markets remained volatile in 2006, with the Doha Securities Market index
experiencing a significant correction that partially reversed the 70 percent increase experienced
in 2005.

Qatar is expected to continue to perform strongly in 2007, supported by high oil and gas prices
and ongoing investments in the gas sector. Inflation is projected to remain high at about

12 percent. The external current account surplus would be about 33 percent of GDP, and the
gross reserves of the Qatar Central Bank (QCB) and the external assets of the government and
commercial banks are expected to increase further. At about 12 percent of GDP, the fiscal
surplus would be considerably higher than budgeted, as the budget is based on conservative
assumptions of oil and gas prices. Money growth is expected to continue at a strong pace in
2007, reflecting large increases in the net foreign assets of the banking system and increased
credit to finance private and public investments.

Qatar’'s medium-term outlook is very favorable, with continued strong growth expected to be
driven by the hydrocarbon sector, as well as by diversification into higher value-added
petrochemicals and financial and education services. The fiscal and external positions are
expected to remain very comfortable. Downside risks to the outlook include lower oil prices and
shortfalls in gas production, continued high inflation, and a deterioration of the security situation
in the Gulf region.

Executive Board Assessment

Executive Directors commended Qatar’s strong economic performance in recent years,
characterized by impressive GDP growth, sizable fiscal and external current account surpluses,
and a robust financial sector. Historically-high oil and gas prices have allowed Qatar to increase
investment aimed at advancing economic diversification, particularly in oil and gas-related
petrochemicals, education, financial services, and tourism. Looking ahead, the authorities face
the challenge of sustaining growth while maintaining macroeconomic and financial stability,
putting in place appropriate policies for managing hydrocarbon revenues, deepening financial
markets, and developing a competitive private sector.

Directors noted that, although Qatar’s medium-term prospects are very favorable, high inflation
remains a concern and its reduction should be a priority. Most Directors were of the view that
inflationary pressures are likely to remain high in the near term even if pressures from the
shortage of housing units ease. In light of this, Directors recommended restraint in current
expenditures, and the phasing of development expenditures in line with the absorptive capacity
of the economy and Qatar’s medium-term priorities. They noted the authorities’ intention to use
caps in housing rents only as a temporary measure while substantive action is taken to address
the underlying inflationary pressures.

Directors noted that the Qatari riyal appears in line with fundamentals and that the large and
sustained current account surpluses reflect historically-high oil prices as well as higher oil
production as Qatar acts to support world oil market stability. At the same time, Directors
acknowledged the special methodological difficulties in making assessments of equilibrium



exchange rates for an oil-exporting economy such as Qatar facing volatile oil prices. Directors
considered that the peg to the U.S. dollar has served the economy well by anchoring monetary
conditions, and supporting the needs of a small, open, and oil-dependent economy. They noted
the authorities’ intention to maintain the peg in the period leading to the monetary union of the
countries of the Gulf Cooperation Council (GCC), while keeping an open mind about the choice
of the exchange rate regime under the prospective monetary union. A few Directors suggested
that consideration be given to moving to a more flexible exchange rate regime to help curb
inflationary pressures.

Directors noted that the banking sector’s prudential indicators remain strong, and commended
the QCB for enhancing prudential regulation and supervision. They stressed the need to closely
monitor the risks arising from the rapid rise in real estate lending and banks’ exposure to new
Initial Public Offering lending. Directors supported the authorities’ plans to establish a single
financial market and a unified regulator. In this context, they encouraged the central bank, the
Ministry of Finance, and the new regulator to come to a clear understanding on their respective
responsibilities for financial monitoring and oversight, crisis resolution, and payment systems
regulation and operation. In the interim, a formal mechanism should be put in place for the
Qatar Financial Center (QFC) to report to the central bank on the financial situation of QFC-
licensed institutions.

Directors commended the authorities on having already started the implementation of a number
of the recommendations of the 2007 Financial Sector Assessment Program, including
refinements to licensing criteria, rules on ownership and control of banks, and assessments of
country and operational risks. They encouraged the authorities to take the additional measures
recommended to develop the capital market, and to monitor closely external borrowing
associated with investment projects, possibly through a debt-monitoring unit. Directors
welcomed the authorities’ ongoing progress in their Anti-Money Laundering/Combating
Financing of Terrorism efforts, and encouraged compliance with the revised Financial Action
Task Force standards.

Directors welcomed the authorities’ efforts to broaden the non-oil revenue base in order to
reduce Qatar’'s heavy dependence on the hydrocarbon sector. Lowering the corporate income
tax rate for foreign companies and introducing a corporate income tax rate for national
companies, with a view to unifying these rates in the future, will be a step in the right direction.
Directors supported other planned changes in tax legislation, including the introduction of a
Value Added Tax in the context of a GCC-wide initiative, and a reduction of exemptions under
the tax holiday policy.

Directors commended the authorities for the provision of data on the foreign assets of the
government as an important step to strengthen the effectiveness of Fund surveillance. They
welcomed the authorities’ commitment to improve the quality of economic data and encouraged
them to use Fund technical assistance for further strengthening statistical capacity.

Given the strategic importance of Qatar’'s gas reserves and to allow a more frequent policy
dialogue, more synchronized discussions on GCC monetary union issues, and a better



monitoring of financial sector developments, Directors agreed to move Qatar from the present
24-month Article IV consultation cycle to a 12-month cycle.

Public Information Notices (PINs) form part of the IMF's efforts to promote transparency of the IMF's
views and analysis of economic developments and policies. With the consent of the country

(or countries) concerned, PINs are issued after Executive Board discussions of Article IV consultations
with member countries, of its surveillance of developments at the regional level, of post-program
monitoring, and of ex post assessments of member countries with longer-term program engagements.
PINs are also issued after Executive Board discussions of general policy matters, unless otherwise
decided by the Executive Board in a particular case.




Qatar: Selected Economic and Financial Indicators, 2003—-06

Prel.
2003 2004 2005 2006
(Annual change in percent)

Production and Prices
Real GDP 6.3 17.7 9.2 10.3
Hydrocarbon 1/ 5.6 125 6.0 10.7
Nonhydrocarbon GDP 7.3 24.6 13.1 10.0
Nominal GDP (in millions of U.S dollars) 23,534 31,734 42,463 52,722
Consumer price index (period average) 2.3 6.8 8.8 11.8

Public Finance

Total revenue

Hydrocarbon revenue

Other revenue

Total expenditure

Current expenditure, of which:
Wages and salaries

Capital expenditure

Overall fiscal balance (deficit -)

Money
Broad money
Credit to private sector

External Sector
Exports of goods and services, of which:
Crude oll
LNG and related exports
Imports of goods and services
Current account
In percent of GDP
Central Bank reserves, net
In months of imports of goods and services 3/
Exchange rates (riyals/US$)
Real effective exchange rate (percent change)

(In percent of GDP on fiscal year basis) 2/

33.0 44.0 39.6 41.8
21.2 29.0 26.6 26.9
11.8 15.0 13.0 14.9
27.1 28.8 31.0 32.7
22.3 22.6 20.0 24.3
6.8 6.3 4.1 6.5
4.8 6.3 11.0 8.4
59 151 8.6 9.1

(Annual change in percent)

4.8 20.8 42.9 39.6
27.3 30.4 63.5 44.2

(In millions of U.S. dollars, unless otherwise
stated)

14,728 20,658 29,416 38,803

7,520 9,702 14,122 17,840
4,632 6,554 8,738 13,360
-6,699 -8,316 -13,282 -21,294
5,946 7,100 14,107 16,102
25.3 22.4 33.2 30.5
2,873 3,358 4,555 5,410
4.1 3.0 2.6 2.4
3.64 3.64 3.64 3.64
-5.7 -0.1 7.1 8.3

Sources: Data provided by the authorities; and IMF staff estimates.
1/ Staff estimates; include crude oil, LNG, propane, butane, and condensate.

2/ Fiscal year beginning in April.
3/ Next 12 months.



Statement by A. Shakour Shaalan, Executive Director for Qatar
November 26, 2007

1. The Qatari authorities greatly value the open and productive discussions held with
staff during the Article IV Consultation and FSAP missions earlier this year. They also
appreciate the constructive engagement of management and the Executive Board, and look
forward to continued dialogue with the Fund on policy and reform priorities in the period
ahead.

Recent Developments

2. Supported by a favorable external environment and strong fundamentals, Qatar’s
solid economic performance continued in 2006. Real GDP grew by about 10 percent, with
GDP per capita increasing to US$63,000—one of the highest in the world. Equally important
is the fact that growth was broad-based, driven by a strong expansion in the production of
liquefied natural gas (LNG) as well as construction and financial services. These outcomes
are consistent with the authorities’ diversification objectives and reflect the increasing role
and dynamism of the private sector. Moreover, the fiscal and external accounts continued to
register sizable surpluses, further reinforcing Qatar’s strong net external creditor position. At
the same time, the banking sector’s prudential regulations remained strong, and the sector has
successfully withstood the significant correction in stock market prices in 2006 and the
recent global financial turbulence.

3. Naturally, however, with the sustained dynamism of the economy outpacing supply-
side response, tightening capacity constraints have fueled inflationary pressures. The rise in
inflation in 2006 was largely driven by escalating rents owing to housing shortages, in
addition to high aggregate demand growth and increases in domestic fuel prices.
Nevertheless, the authorities view this increase as temporary: with recent price pressures
mainly driven by supply side factors, inflationary pressures are expected to ease in 2008
onwards, as the supply of housing catches up with demand and the country’s infrastructure
needs, resulting from rapid GDP growth, are met.

Prospects and Policies

4. The authorities share staff’s assessment that the medium-term outlook remains very
favorable, with continued robust growth expected to be driven by the hydrocarbon sector,
increasing diversification into higher value-added petrochemicals and expanding financial
and educational services. Strong revenue growth from sharply increasing hydrocarbon
receipts will help maintain overall fiscal surpluses of 15 percent of GDP on average. More



importantly, the nonhydrocarbon deficit relative to nonhydrocarbon GDP is expected to
narrow to 14.6 percent in 2012—one third its level in 2006, helping to reduce inflationary
pressures. The authorities are mindful, however, that inflation remains a main concern in the
near term, especially if allowed to persist at its current rate, and have already initiated a
number of measures to help mitigate price pressures. These include the introduction of a cap
of 10 percent on annual rent increases for a two-year period and the launching of large
infrastructure and housing projects to increase supply and expand domestic capacity. It is
worth emphasizing that the cap on rent increases is only temporary and action is underway to
address the factors underlying inflationary pressures.

5. Over the medium term, the authorities remain committed to sustaining strong growth,
including by furthering the development of the nonhydrocarbon sector, while maintaining
macroeconomic and financial stability. The authorities will also persevere with the cautious
management of oil and gas revenues, thereby carefully balancing the objective of preserving
comfortable fiscal surpluses with the need to accommodate large scale development projects
to expand the economy’s absorptive capacity and further reinforce its fundamentals and
resilience. Moreover, upgrading the infrastructure and regulation of the financial system to
deepen financial markets and support the economic expansion remains at the center of the
authorities’ agenda.

Fiscal Developments and Reforms

6. The fiscal position remained strong reflecting higher hydrocarbon revenue from rising
oil prices. Notwithstanding the increase in salaries and outlays on goods and services, the
overall fiscal surplus rose to above 9 percent of GDP in FY2006/07, aided by a reduction in
development expenditures. These developments were underpinned by an improvement in the
nonhydrocarbon revenue-to-nonhydrocarbon-GDP ratio that picked up by around

2 percentage points to about 15 percent. While they are mindful of the likely impact of the
recent increase in public sector wages on prices, the authorities view the increase as a form of
sharing the hydrocarbon wealth with the population at large, particularly given the current
context of buoyant oil prices. For fiscal year 2007/08, preliminary estimates point to a higher
overall surplus despite the projected increase in development expenditures. The authorities
consider an increase in fiscal expenditure on infrastructure and housing as key to expand
capacity and reduce inflation in the future, in addition to furthering economic diversification.

7. In view of the need to reduce the economy’s dependence on the hydrocarbon sector,
the authorities remain determined to broaden the non-oil revenue base. To this end, they plan
to decrease the corporate income tax rate for foreign companies, which coupled with policies
aimed at improving the countries’ infrastructure, should help attract foreign investments in
the nonhydrocrabon sector. The authorities are also considering the introduction of a
corporate income tax rate for national companies at a lower rate, with a view to unifying
these rates in the future. In addition, the planned introduction of the VAT in the context of a
GCC-wide initiative, together with a hotel service tax, a municipality property tax, and a
reduction of exemptions, should further broaden the revenue base and provide the authorities
with more tools to implement fiscal policy.



Monetary and Exchange Rate Policies

8. Given complete capital mobility, monetary policy in Qatar is mainly aimed at steering
short term interest rates to sustain the currency peg and to manage short-term liquidity.
Growth in monetary aggregates remained robust in 2006 reflecting large increases in net
foreign assets of the banking system and increased credit to finance private and high-return
public investments. The authorities remain vigilant vis-a-vis these developments, particularly
the recent increase in consumer and real estate lending. It is well to note, however, that the
total size of loans continues to be consistent with the total assets of the banking sector and
remains manageable relative to the size of the economy. Moreover, the increase in credit is
facilitating financial deepening and accommodating the financing needs required to increase
infrastructure investment over the medium term. Nonetheless, to help slow down credit
growth, the Qatar Central Bank (QCB) has introduced restrictions on bank credit and
personal loans. Furthermore, the Ministry of Finance intends to issue treasury securities to
help the QCB absorb liquidity more effectively, which should also help support the
development of a secondary market.

0. Taking advantage of the favorable external environment and the country’s strong
economic prospects, financial institutions and large corporations have increased their foreign
borrowing. External vulnerability associated with such borrowing is not a concern given that
it is geared towards export related activities and in view of the increased use of secured debt
instruments. Furthermore, external borrowing should be weighed against Qatar’s strong net
external creditor position. Nevertheless, the authorities will continue to monitor
developments in external borrowing very carefully.

10. The authorities remain committed to the U.S. dollar peg in the transition to the GCC
monetary union in 2010. The peg has served the economy well by anchoring monetary
conditions, and has been supportive of the needs of a small, open, and oil-dependent
economy. The authorities are also of the view that the current exchange level is appropriate,
and agree with staff’s assessment outlined in Box 2 of the report. It should be underscored,
however, that the application of the 2007 Surveillance Decision to oil producing countries is
inherently difficult owing to the high volatility of oil prices and the high dependence on oil
exports. Consistent with the broader GCC strategy, the authorities remain open to discussing
all options for the common exchange rate regime under the monetary union. In this context,
they view the familiarity and credibility that would be provided by the pegged regime as
important to investors.

Financial Sector Issues

11. The banking sector—which dominates the financial system—is benefiting from the
rapid expansion in the economy, and as confirmed by the Financial Sector Stability
Assessment, is enjoying comfortable levels of profits and capitalization. The system has
weathered the substantial correction in stock market prices in early 2006. Moreover, the
recent global credit crunch does not seem to have had an impact on the system, reflecting
strong economic fundamentals, enhanced regulation, and limited exposure to the

U.S. subprime market. Results from stress testing indicate that the system is robust and that



banks as a whole could withstand severe shocks. The authorities have already started the
implementation of the FSAP recommendations to upgrade the infrastructure of the financial
system and align the legal framework with best international practices. Setting up the
appropriate conditions for further developing and deepening the capital market is also a
priority.

12.  In order to rapidly develop the financial services industry to support the economic
expansion, the authorities adopted a strategy for a single Qatari financial market with a
unified financial services regulatory authority and have embarked on a multiyear plan to
implement an effective integration strategy. In this connection, the authorities fully
acknowledge the importance of designing a credible transition plan to implement their vision
while maintaining confidence in a stable legal environment.

Economic Data and Other Issues

13. The authorities attach high priority to improving the quality of economic data and
significant steps have been taken to upgrade the statistical database through Qatar’s
participation in the GDDS and passage of the recent Statistics Law. The authorities recognize
that there is still large scope for further improving the quality of economic data. They intend
to request further technical assistance from the Statistics Department to help formulate a
strategy to strengthen statistical capacity, including the compilation of external financial
accounts and the development of early warning indicators.

14. Finally, we would like to underscore that the authorities attach high importance to the
Fund’s advice and support and agree with staff’s recommendation that Qatar move to a 12-
month Article IV consultation cycle for the very same reasons elaborated by staff in the
report.





