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SUMMARY

Qatar is a stable but authoritarian country that has avoided social unrest and terrorist activity. It will be
affected by the recent fall in oil prices but has the reserves to cope with the impacts.
• Political risk (LOW): The country has been ruled by the same family for more than 40 years and the
latest transition of power in 2013 was peaceful.
• Economic risk (LOW): As one of the world’s wealthiest countries Qatar has the reserves to deal with
reduced oil-related revenues and to fund the World Cup-related infrastructure developments.
• Financial risk (MEDIUM): The decline in oil revenues will undermine the country’s fiscal and external
position and the banking sector has risks that require monitoring.
• Commercial risk (MEDIUM): Qatar scores higher in the World Bank Doing Business report than the
regional average but still lags many emerging and developed economies.

Vital statistics
GDP (2013)					US$203.2bn				
GDP growth (year, 2013)

6.0%

Current account balance (% GDP, 2013)

31.0%

Population (2013)			

2.17m			

Poverty rate (1995)			

n/a		

Income level

High income: nonOECD

GNI per capita (2013)			

US$86,790			
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Source: World Bank Global Economic Prospects database, 2015
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Economic risk

The new and unexpected risk to the economic outlook stems from the corruption scandal surrounding
football’s governing body, FIFA. This has raised concerns that Qatar may be stripped of the right to host
the 2022 Football World Cup. This would be a serious blow the economic outlook. However this is overshadowed by the collapse in world oil prices in 2014 that hangs over the economic outlook over the
medium term. While the hydrocarbon sector makes up 40% of the economy, which is less than other
Gulf countries, the decline in activity will lead to lower rates of growth. In April 2015 the International
Monetary Fund reduced its outlook for 2015-2020 to a range of 4%-5% from 6%-7% made just before
prices began to fall. These are still robust rates of growth but they would be vulnerable to further revision if commodity prices suffered further falls and stabilised at new lower levels (chart 1). The fall in oil
prices will deprive Qatar of revenue, which will push this budget balance into deficit in 2016. While the
emirate has vast reserves to cushion the impact it may need to trim spending if oil prices remain low.
Despite the FIFA scandal, the expectation is that the shortfall in oil-related activity will be offset partially by the planned $200bn of infrastructure spending to meet Qatar’s commitment to host the 2022
FIFA football World Cup. There are separate risks associated with this project: the concentrated investment may create key skills and products shortages that could fuel inflationary pressure. It could also
foster speculative activity in the already-strong real estate market. However inflation is relatively low
and should be kept under control by weaker global commodity prices and the strong US dollar. The
Qatar Central Bank has taken measures to control liquidity and domestic credit growth.
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Political risk

Political risk in Qatar is low. The country is an autocratic monarchy and an Islamic state that has been
ruled by the Al Thani family since the country gained independence in 1971. The Emir Hamad Al Thani
abdicated in June 2013, after 18 years of reign, in favour of one of his sons, Tamim who instituted a
shake-up of the government team that was aimed at continuity. As a result it is a stable government but
one that exerts many restrictions over the lives of its citizens. There has been little to no social unrest.
Qatar has one of the world’s highest GDP per capita and lowest unemployment rates. However there
has been concern over the conditions under which migrant workers, who make up the vast majority
of the workforce, are employed particularly on the World Cup construction sites. There was a swathe
of negative global media coverage, which prompted the government to pass laws to improve working
conditions.
The decision by the Qatari authorities to play a stronger role in regional politics may have marginally
increased the risk of terrorist activity but so far there has been no instance on Qatari soil. It acted as a
mediator in Yemen in 2011 and Palestine in 2014. It joined NATO’s military action in Libya in 2011 and,
since 2012, has financially supported the Islamist rebellion in Syria and the Muslim Brotherhood regime
in Egypt. This has created tensions with fellow members of the Gulf Cooperation Council such as Saudi
Arabia, Bahrain and the United Arab Emirates who withdrew their ambassadors to Qatar in 2014.

Financial system risk

RISK

The decline in oil revenues will marginally weaken the country’s external position, pushing the current
account surplus to 2% by 2020 from 30% in 2013. However the country holds vast foreign asset reserves.
The net financial worth of the government including the Qatar Investment Authority, the sovereign
wealth fund, is estimated at more than QAR750bn ($202bn). This outstrips total debt held by the government and commercial banks estimated at around $160bn. The central bank holds enough reserves
to fund eight months of imports (chart 2).
The banking system is well capitalised, liquid and profitable. Capital adequacy ratios and return on
equity are high while non-performing loans (NPLs) are less than 2% of all loans and bank provisions to
NPLs was close to 100%. The Bank’s capital ratio in 2014 was high at 15.4% as was their return on assets
at 14.9%. However emerging risks and vulnerabilities will need to be monitored carefully. These include:
rapid credit growth relating to construction linked to the investment programme; speculative lending
on real estate; and operations by Qatari banks in MENA countries with significant macroeconomic and
geopolitical risks. None of these presents an immediate danger and the Basel III regulatory agenda will
be phased in from 2016 through the introduction of a net funding ratio, capital surcharges for the domestic systemically important banks, and countercyclical buffers.
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Reserves and external debt
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Source: IMF Article IV report, 2015

Commercial risk
Qatar is a stable country, albeit run in a highly authoritarian and centralised fashion. Generally, a non-Qatari national may engage in commercial activities provided the foreign participation in the entity does not exceed 49%.
Doing business can be difficult as the business climate is marked by significant administrative obstacles, while
bureaucracy can be complex and lead to delays. The World Bank’s 2015 Doing Business Report ranks it at 50 out
of its 189 countries. This was a fall on two places from 2014. It scores worst on measures such as getting credit
(131) and protecting minority investors (122) (chart 3).

Starting a Business (103)
Resolving Insolvency (47)

Getting Electricity (40)

Enforcing Contracts (104)

Trading Across Borders (61)
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Dealing with Construction Permits (23)

Registering Property (36)

Paying Taxes (1)

Getting Credit (131)

Protecting Minority Investors (122)
Source: World Bank, Doing Business Report, 2015
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There are substantial delays for entrepreneurs wishing to obtain official approvals (with ranking of the best-performing nation, Singapore, in brackets)
• Start a business: 8.5 days (2.5)
• Obtain construction permits 57.5 days (25)
• Gain electricity supply: 90 days (31)

RISK

Qatar ranked 26 out of 175 countries in Transparency International’s 2014 Corruption Perceptions Index, a slight
improvement on 28 in 2013 with a score better than the regional average. It has the lowest perceived level of corruption then the average of the Middle East and North Africa Region. Qatar has taken a strong stance on corruption, establishing the Qatar Rule of Law and Anti Corruption Centre, which was inaugurated in December 2011.
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