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ABSTRACT

We are living in a world full of relentless change due to the vast effects of globalization.
Thus, it is essential to think ahead and be part of this ongoing transformation. This initiative
falls within the BLOM bank’s vision to be everybody’s bank for life and spread services far
and wide where it is needed around the globe.

Despite the difficult economic and political situation looming over Lebanon since 2005 and
beyond the general banking risk that BLOM Bank is exposed to, the bank’s strategy is still to
grow and increase its earning power through expansion, increase in assets, and maximization
of net earnings.

As a result of the bank’s expansion policy, we are going to cover in this study all the
necessary steps needed to set up a branch in a new market; given the historical and significant
relationship between Lebanon and the Gulf region, there is a strong case for a Lebanese bank
to come and participate in Qatar’s rapidly growing financial market.

The study starts by identifying the opportunity perceived followed by an overview of the
Lebanese banking industry and BLOM bank capabilities to see a clear vision on the current
situation. Then, we intend to cover up the market selection accompanied by an overview of
Qatar’s banking industry and profile risk with a deep analysis to competition. After this, we
start by crafting the market entry strategy and ask how, when and where we are going to enter
with a detailed organization plan. We conclude on how to make this whole process work and
what is the next step forward.

The launch of a new branch in Qatar through a foreign direct investment should expand the
scope of the bank and provide it with new opportunities since Qatar is currently the most
promising and booming market in the region. According to our research findings this market
entry will outperform all previous entries to the region relying on the guerrilla tactics entry
approach and the unique extraordinary increase in all banking performance indicators in
Qatar. So applying a successful market entry through allocating the best resources in the right
place and time will make the bank ride the wave of economic boom in Qatar thus generating

high return and opening new doors for the future.
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Chapter 1

INTRODUCTION

1.1 Needs of the Study

The Lebanese economy was severely hit in the last two years as the repercussions of the
assassination of former prime minister Rafic Hariri in February 2005 were aggravated by
the continuous flow of bad events until the Israeli war and blockade on Lebanon in 2006
and the subsequent political turmoil that has characterized the domestic scene ever since.
Consequently, the huge negative impact of the war on the country’s political, economic
and social aspects wiped out the significant growth registered in the first half of 2006 and
the economic situation deteriorated to a low level and the aggregate demand trend was
reversed. However, Lebanon’s solid economic resilience, adaptability and the strong
international support had the overwhelming effect on offsetting the huge losses incurred
during summer 2006 war which was demonstrated again by a gradual economic recovery
and by the optimistic economic outlook that prevailed.

Year after year Lebanese banks are using the high level of profit they are incurring in
order to further consolidate their banking service portfolio to cover the commercial,
private, investment and retail banking. But the consequences of the latest war had a
significant effect on the banking sector as a whole, however, it was defeated through
reliance on the strength of the Lebanese financial system and the substantial inflow of
foreign capital which boosted confidence in the future and as a result Lebanese banks
improved their liquidity, asset quality, capitalization and management efficiency.

As a result, besides the deterioration in the economic situation, the Lebanese market is
becoming more and more saturated due to the high level of competition and the
comparative advantage offered by each bank is losing its edge bit by bit. Banks are now
looking forward at a regional diversification by market of presence. Cross border
expansion strategy is the new target of Lebanese banks in the medium term line horizon

thus balancing between their presence in Lebanon and their affiliates abroad.



1.2 Opportunity Definition

To escape the instability and economic deterioration in the Lebanese market, banks have
decreased their market risk through regional expansion which is mainly being pursued to
three main regions in the Middle East and South Africa:

- The Levant region, namely Syria, Egypt, Jordan and Iraq

- The GCC region, namely Saudi Arabia and Qatar

- The North African region, namely Sudan and Algeria

These regions have strong banking growth potentials driven by the current under
developed banking status with large retail banking potential and the significant need for
universal banking services.

Among the targeted regional countries, Qatar particularly is witnessing a boom in its
GDP fueled by high oil prices and development in the construction and real estate sectors
and appears to be the wealthiest nation in the region with a high Per capita income
making it the third richest country in the world behind Luxembourg and Norway. Also
the government of Qatar is focusing on the development of a modern diverse economy
that provides business opportunities and attracts foreign investments. In the last five
years, Qatar has taken steps to liberalize its trade and investment climate in line with its
WTO commitments by creating better access to world markets, providing foreign
investors with more opportunities and enhancing trade cooperation by signing bilateral
economic, commercial and technical cooperation agreements with different countries.

As a result, the Lebanese banks are operating at much below their output capacity and
they are well positioned to benefit from a large cross-border expansion potential through
bridging the existing gaps in the regional countries that are embarking on serious
financial and banking reforms and playing a significant role at the international level in
markets where Lebanon’s Diaspora is strongly present and where strong ties are regularly

maintained with domestic economy.



1.3 Brief Overview of all Chapters

In the following chapters we will deal with the major aspects that should be covered in
order to generate a successful market entry. We start by allocating our state of knowledge
in strategic market entry as well as understanding its definition, needs and the possibility
of appliance through allocating a strategic window to get through a new hyper market. To
assure the bank’s ability for a new market entry we will analyze the Lebanese industry
and examine the bank’s current situation, strategy and capabilities.

After allocating the real position we are standing in we start preparing the procedures and
methodology for this strategic step. We begin by selecting our market and analyzing the
economic situation and growth in Qatar to see if it is the right place to go to and whether
it has a long term economic plan for growth. Then we focus our market study on Qatar’s
banking industry, size and potentials to see whether it is saturated or not. At this stage we
start analyzing the barriers and risks that may be faced by our market entry through
analyzing the Qatari culture and values, political and legal environment, banking and
investment law, monetary policy and finally deep analysis of the banking market share
and competition.

After managing all barriers and reaching acceptable risk, we start formulating and
implementing our market entry strategy by preparing a marketing strategy through
applying market segmentation, targeting, positioning and channeling. After that we
decide on the format of market entry and choose the right location that fits our
segmentation strategy followed by the financial aspects through capital budgeting of the
whole operation. At this stage we design our organizational structure by choosing the
right people for the right places through a successful human resource strategy followed
by a plan for the job organization and description and finally choosing the right products
and services that shall be offered to fit the market. We finish our study by concluding on
the whole process and its ability to work or fail and the limitations that block this whole

process.



Chapter 2

LITERATURE REVIEW

In this chapter we will define the strategic planning stages for a market entry. The
essence of strategic planning is the systematic identification of the opportunities and
threats that will arise in the future which, combined with other important data, supply the
base for a company to make better decisions in the present to exploit opportunities and
avoid dangers.

We will also answer a key interest questions of where the bank is today and how well
equipped it is to deal with tomorrow. Such analysis will foretell the bank’s ability to go

regional and whether it is useful to prepare a new market entry.

2.1 State of Knowledge in Strategic Market Entry

Many companies achieve increased sales, brand awareness and business stability by
entering a new market. Choosing the best technique to enter a market is no simple task.
Should the market entry objective be rapid acquisition of significant market share or stay
below the radar to secretly build market share? There is no single strategy to fit all
companies, products and markets. The term strategy is a creative task that comes from
military language. Charles O. Rossoti says that strategy is:

"The engine that increases the organization’s flexibility to adapt to change and the
capacity to reach new and creative opinions".

In broad terms, deciding on the right market entry strategy for new ventures is basically
around a forceful or a focused market entry strategy or both. Forceful market entry is
about a highly aggressive entry where the degree of aggressiveness will be in the timing,
spending and effort put into activities such as advertising, sales promotions, marketing
and sales organizations, pricing, production, services to customers, discounts and

publicity.



Focus market entry is about the extent to which the effort is narrowly focused or on a
broad front where the degree of focus will be about the number of market segments
initially addressed, geographical reach and the size/range of product line. (1)

All combinations of force/focus market entry have their advantages and disadvantages,
therefore two further factors can help to decide the most appropriate entry strategy — the
extent to which the market being targeted is bountiful or sparse and hostile or benign.
Reviewing whether the targeted market is bountiful or sparse depends on the market size
and growth, the level of customer risk, technology turbulence and the market lifecycle.
On the other hand, assessing the level of market hostility is done by reviewing the
competition level, market share, dependence on the product, market capacity and size and
government regulations.

To decide on the suitable market entry strategy we should decide whether our level of
entry is aggressive or non-aggressive and whether it is conducted across a focused entry
or a broad front entry. So according to these forms of market entry segmentation, four

types of market entry can be concluded: (Table 1)

1- THE BLITZKRIEG ENTRY (Aggressive - Broad Front)

This is a highly aggressive, broad-front strategy using all forces across a wide scope of
geography and market segments. Because this strategy requires rapid market penetration,

it probably would be appropriate where there is a bountiful market.

2- THE CAVALRY CHARGE ENTRY (Aggressive - Focused)

This strategy is highly aggressive and focused. All the elements of aggression are still
used, but in limited deployment to specific market segments and geographies. In building
a cavalry charge for a technology product, one application would be promoted in a
concentrated way to ensure early success. The cavalry charge requires a bounty market,
but not so hostile that market segments into which entry is deferred are not lost to

competition.



3- THE STRIKE FORCE ENTRY (Non Aggressive - Focused)
This is a non-aggressive and focused entry strategy. It is a low key, calculated entry into a
narrowly defined market. This strategy might be appropriate to a market that is sparse

and hostile. It is a back-door below the radar mode.

4- GUERILLA TACTICS ENTRY (Non-Aggressive — Broad Front)

The guerrilla approach is a non-aggressive and broad-front market entry. It uses relatively
low resources to target the most promising positions in markets that are munificent, but
hostile. It can also be used to explore markets to focus on later without generating strong

competitive interest or counteraction.

To choose which type of market entry strategy should be persuaded, thorough analysis of
the company’s capabilities, market barriers, potential competitors and possible customers
should be performed. This process can be divided into four main steps where each
component constitutes a sequential step in the strategic planning process decision. These

steps can be divided as follows: (2)

A- Selection of mission and goals
Defining the major goals of the company represents what the company hopes to fulfill in
the medium and long term. A strategy is an action that the company takes to attain one or

more of its goals.

B- Analysis of the operating environment

Internal analysis aims to identify the quantity and quality of resources available to the
company to see if it has the financial and managerial ability to enter to a new market. So
we should work out how much of the company's resources can be dedicated to launch in
the new market, factor in time and the organizational, marketing and financial skills

needed. It is better to keep a small customer base happy than to dissatisfy a larger one.

C- Analysis of the new market environment
As for the external analysis objective it is to identify strategic opportunities and threats
that are present in the market that the company wants to enter to and they can be

illustrated as follows:



- Competition: we should study if the competition is aggressive and how it will affect the
company’s success and how tlie company will be positioned in the market to stand out
from competitors.

- Public policy: Find out whether the government offers subsidies or takes taxes from the
market in question.

- Barriers: Are there any legal barriers that need to be overcome in order to enter the

market? Do we need a license to enter a particular international market?

D- Market strategy formulation, development and implementation

The final step requires strategy selection and implementation. After achieving the
company and market analysis we choose the suitable strategy that fits and aligns with the
market environment and the company’s capabilities. Some of the relevant factors that are
important in deciding the viability of entry into a particular market are:

- Format of entry to International markets: choosing one of the several methods of
international market entry which include exporting, licensing and joint venture.

- Marketing plan: A detailed market plan is scratched in order to allocate market
segmentation, targeting, positioning and channeling.

- Designing organizational structure: allocation of structure of the whole company and
distribution of roles according to this allocation

- Product or service: How easy is it to maintain? Does it have a unique selling point or
direct competitive advantage? Does it have limited appeal? Will it be in demand for a
long or short period of time? Are there product modifications required? Just how much

should be charged for the product or service?

As a result, strategic planning is not about making future decisions, since decisions can
only be made in the present. Future planning demands choosing between possible future
events, but decisions themselves, which are made based on these events, can only be
made in the present. Of course, once taken, they can have irrevocable consequences in

the long term.



2.2 Industry Analysis

2.2.1- Lebanese Banking Industry

An efficient and reliable financial services system is a vital importance for any modern
economy and it is often seen as a precondition for all forms of economic activities. It is so
important that it is often called the "lubricating oil" that makes the rest of the economy
function.

Lebanon was often called "Switzerland of the Middle East" mainly because of its well
reputed banking network that was built up between the end of World War I and the
beginning of the civil war in the mid-seventies. The power of the Lebanese Banking
sector drew in most of the Arab capital from the Gulf and some funds from the
international arena due to the application of the banking secrecy law since 1963 which is
unique in the region. The Lebanese Banking Industry was capable of sustaining 15 years
of war, and although Beirut lost a part of its market share in the area, its reputation
remained. After the war has ended in the beginning of the 90's, the banking sector played
a significant role in the recovery of the economy and it is currently being restructured in
order to regain its leading place in the regional and international markets.

Banks in Lebanon recognize that they are responsible to the society where their social
practices and initiatives reflect this understanding. Most banks have a code of ethics that
stresses customer satisfaction, confidentiality in dealing, fairness and integrity and are
often quoted as a model towards other economic sectors at the level of modernization. (3)

In 2006 there were 54 commercial banks operating in Lebanon under the license of the
central bank, in addition to 10 investment banks and 15 representative offices of foreign
banks. Overall, the sector employed some 15,650 people across 825 branches nearly
equivalent to 2 branches per 10,000 inhabitants and 801 ATMs. The employees of the
Lebanese banking sector are best characterized as being young with 57% less than 40
years old and skilled with more than 77% of them having formal training or a university
degree. It is worth mentioning that 17 Lebanese banks maintain 50 banking units abroad,

serving mostly the Lebanese emigrants in America, Europe, Africa and Middle East. (4)
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Banks, like other financial institutions in Lebanon, fall under the jurisdiction of the Bank
of Lebanon, the country's central bank. The Bank of Lebanon controls entry into the
banking industry and defines the scope of banking activities. It sets prudential regulations
and codes of practice for banks. The Banking Control Commission, established in 1967,
is responsible for supervising banking activities and ensuring compliance with the
various rules and regulations. Overall banking activities are subject to both the Code of
Commerce (1942) and the Code of Money and Credit (1963).

Generally, banks in Lebanon play the traditional role of societies financial go between.
At present, this industry is best described as financially sound, stable and playing a key
role in an economy where banks continue to dominate the financial system of the country
in an open and liberal market economy that promotes competition. In mid 2006, banks
were managing assets totaling to USD 75 billion. The worth of real estate properties
owned by the banking sector in Lebanon and the country's central bank reached USD 2.6
billion out of which the banking sector held real estate properties valued at $1.9 billion
and the central bank's real estate portfolio was worth $700 million.

The faith shown by Lebanese depositors in the aftermath of the prime minister Hariri
assassination and during the June war crisis is also an important factor behind the
stability of the banking and financial system. Around USD 2 billion of deposits exited the
country in the few weeks following the Hariri assassination, but was recovered before the
end of the year. In the first half of 2006, customer deposits for the banking sector had
even increased from USD 58.12 billion at the end of 2005 to USD 60.76 billion by the
end of May 2006, reflecting a USD 2.64 billion rise. It is also worth recalling that a large
proportion of deposits currently being transferred out of Lebanon are being carried out
within the same banking group, i.e. from the domestic entity of a Lebanese bank to this
bank’s foreign entity in Europe or the Gulf. This also reflects the natural preference of
Lebanese depositors towards local banks, which is an important factor behind the
stability of the domestic financial system. The large base of commercial bank deposits
has consistently shown significant resilience to political and external shocks. The deposit
dollarization rate is assumed to have reached around 74% of total consolidated customer

deposits. This high dollarization rate helped in absorbing shocks after each crisis.
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Due to this, the international rating agencies have not downgraded Lebanon’s rating since
the start of the hostilities, which was set at Stable. (5)
Bank services have continued to evolve in meeting customer’s increasing needs and

preferences. A greater diversity of products and services is offered, such as:

A- Specialized Saving Plans for Retirement, Education and Housing.

B- Consumer credit such as Mortgages, Car Loans and Personal Loans.

C- Sophisticated Retail Payment Services and Electronic Banking.

D- Corporate Credit and Trade Finance of different types and schemes.

E- Investment Services: Pension and Mutual Funds.

F- Private Banking and Consulting Services.
A range of choices is provided to users of payment services characterized by product
differentiation in a highly competitive market. This competitive environment has led
banks to develop a variety of competing systems and technology upgrading to improve
cost efficiency and increase customers' satisfaction. The future will witness a growing use
of electronic banking services especially that the Lebanese banks are investing heavily in
new and sophisticated information and communication technology. This investment
would also permit banks to treat rapidly and efficiently a larger flow of documentation

and information.

2.2.2- General Background on BLOM Bank

Banque Du Liban Et D’Outre-Mer S.A.L, named hereafter BLOM Bank, is a Lebanese

joint stock company that was incorporated in 1951 and registered under no. 2464 at the

commercial registry of Beirut and under no. 14 on the
banks list published by BDL. BLOM is one of the
oldest banks in Lebanon and its original core group of | .,
shareholders still holds the majority of shares. BLOM " :
main shareholders are Bank of New York with 34.4%
shares, Banorabe Holding (11.4%), AZA Holding

(9.3%), Shaker Family (5.4%), Oueini family (5%), e

others less than 5% each (34.5%). Souce RO Bank

Ownership Structure

Banorabe Holdings
1%
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The bank headquarter is located in Verdun Beirut and it has 51 branches inside Lebanon.

As for regional branches, BLOM has one branch in Cyprus, a branch in Damascus free

zone and 4 branches in Jordan that provides all commercial banking services and

employs around 1,500 staft. (6)

The bank has a number of major owned subsidiaries that made BLOM Bank the most

geographically diverse Lebanese Bank with the largest presence in Europe and the Gulf

and the widest international branch network. These subsidiaries are as follows: (Figurel)

» BLOM Bank France head quartered in Paris with its branches in London, Dubai and Sharjah

» BLOM Bank Switzerland located in Geneva

* Bank of Syria and Overseas with a head office in Damascus and 9 branches all over Syria with
three other branches currently under establishment

* BLOM Development Bank in Beirut

« BLOM Bank Egypt that has 11 branches in Egypt and 5 branches in Romania with 10 branches
currently under establishment

* BLOMINVEST Bank in Beirut

* AROPE Insurance headquartered in Beirut with 4 branches and Arope Syria in Damascus

BLOM Bank provides commercial, retail, investing and private banking services along
with its subsidiaries. It continues its policy of diversifying and developing its services
which are crucial elements within the Bank's strategy.

Commercial banking services are also offered through BLOM bank France, Bank of
Syria and Overseas and BLOM Bank Egypt plus a list of other services such as Letters of
credit and guarantees, foreign exchange transactions, establishment of companies,
securities and mutual funds.

Private banking services are extended through both the investment-banking arm
BLOMINVEST Bank and the Geneva-based affiliate BLOM Bank Switzerland. These
services include investment consulting, term deposits in all major currencies and portfolio
management. As for investment services, BLOMINVEST Bank provides such services to
its client base. The bank is specialized in treasury and capital markets services, project
finance, stocks underwriting, asset and portfolio management and Research on the
Lebanese economy. BLOM Bank Group also provides all types of insurance policies

through Arope insurance and Islamic banking through BLOM Development Bank. Since
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1981, BLOM has become the largest bank in Lebanon and it was chosen in 2000 as the
Best Bank in Lebanon and was assigned the highest rating (A") for its domestic financial
strength.

In 2006, BLOM continued to benefit exclusively among Lebanese banks, for 5™
consecutive year, of many awards remitted by international specialized institutions such
as "Best Bank in Lebanon" and "The Bank of the Year" and "Best Investment Bank" and
"Best Debt House in Lebanon" as well as "Highest financial strength rating".

BLOM Bank registered a significant growth in its international ranking to become the
only Lebanese bank among the top 500 world banks in total assets. It remains the only
Lebanese bank to benefit exclusively from the highest financial strength rating BBB™.
BLOM’s search for excellence in service and continuous effort to provide "Peace of

Mind" to its customers has enabled it to win all these awards in the year 2007: (Figure2)

* Best Trade Finance Bank in Lebanon from "Global Finance"

* Best Bank in Lebanon from "Global Finance"

* Best Deal of the Year from "The Banker"

« Best Use of Technology in the Middle East from "The Banker Middle East" (7)

2.2.3- BLOM Bank Strategy and Capabilities/SWOT Analysis

BLOM is driven by the spirit and determination for development, innovation and growth.
It believes that it takes vision to craft a change, will to make ideas alive, determination to
improve the quality of life and teamwork to make it happen. That’s why BLOM Bank
always looks forward to bridging the gap between its strategy today and its vision
tomorrow. The bank is expected to grow in size and profitability through its strategy of
regional expansion while maintaining dominance over the Lebanese market and the
continuous diversification of its banking services in order to maximize customer’s
satisfaction. It is anticipated that the main driver for growth going forward is the highly
qualified maﬁagement team that constantly pushes the bank to outperform the market in
which it operates and the growth of loans locally in Lebanon and regionally through its

subsidiaries. BLOM Bank’s strategy for the next few years is based on four pillars:
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A- Consolidate its leading position in Lebanon by gaining market share and targeting
the growing private and investment banking business through establishing new
branches, grow the lending business and review possible acquisitions.

B- The more promising part of the strategy comprises regional expansion in Syria,
Jordan, Egypt and the UAE through new branches. The bank is also open to the idea
of further international acquisitions.

C- The launch of new businesses and products should expand the scope of the Bank to
include Islamic banking with several structured products.

D- The maximization of shareholders value.

BLOM Bank provides exposure to the Lebanese banking sector as well as to other
regional and international markets. In Lebanon, the bank is the largest and most
profitable bank and is highly diversified. Regionally, the bank is expanding and taking
advantage of the growth in the Syrian, Jordanian and Egyptian markets.

BLOM is still the leading commercial bank in Lebanon in terms of assets, profits capital
funds and customers deposits. Total assets registered $ 14.2 billion increasing by 19.3%
from 2005. Net profits recorded a significant increase of 32% and a $180.7 million of net
profits was registered. Customer’s deposits witnessed a strong and continuous growth in
2006 where it registered an increase of 15.5% to reach $ 11.7 billion despite of the huge
amount of deposits transfer after the flow of bad events in 2005 and 2006. Loans and
advances increased by 19% up to $ 2 billion and capital funds increased by 33.6% to
reach $ 1.28 billion. The liquidity in foreign currencies registered 78.3% up from 71.5%
in 2005 and as for liquidity ratios, the liquid assets over the total assets is 74.4% and the
percentage of loans to deposits ratio is 17% which is considered as a small ratio leaving
the bank with a large margin in loan issuing. The profitability ratios registered a return on
equity of 16.8%, return on assets of 1.38% and total earnings per share of $ 7.3 and the
discounted equity cash flow analysis yielded a market value of $ 89.42 per share.

As for the consolidated statements, total assets registered $ 21.4 billion increasing by

19% and the net income registered a significant increase of 32% to $ 272 million.
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SWOT Analysis

BLOM always use SWOT analysis as a powerful technique for understanding its
strengths and weaknesses and for looking at the opportunities and threats it faces which

helps in carving a sustainable niche in the market.

In terms of SWOT analysis strength is summarized by:

* Brand name and reputation

* High profit margin

» Strong management with efficient HR profile

» Differentiation through offering banking, investment, and insurance services
* Continuous growth

 Remarkable presence through local, regional and international network

The weaknesses are related to the persisting:

* Large amount of deposits that are not being invested
» Low marketing profile

* Low presence in GCC Area

Opportunities lie in:

* The strong high growth in Qatar

» First Lebanese bank to enter to Qatar

+ Large number of Lebanese expatriates

Threats are related to:

* High level of competition in Qatar

In this chapter we have discussed the different types of strategic market entry to decide
on a certain strategy later on after demonstrating the necessary market analysis and we
have also revealed BLOM’s bank capability to enter a new market thus covering the
necessary analysis of the operating environment. In the coming chapter we will analyze

all the aspects in the new market environment.
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At this stage a question can be asked; should funds be committed to a proposed new

market entry? In fact there are only limited periods during which there is a fit between the

key requirements of a new market and the ability of the firm to enter to it; so any

investment in a new market should coincide with this period in which a strategic window

is open.

In this part we will cover the economic situation and growth in Qatar and make an

overview on the current banking industry and cover the major barriers and risks that may

block our entry such as cultural, political, legal risk barriers and also the public policy

and competition in order to allocate if any strategic windows are available.

3.1 Market Selection

3.1.1- Qatar Economic Situation and Growth

The Qatar economy has emerged as one of the fastest growing
economies in the world over the past few years. This economic
boom was supported by the government of Qatar which focused
on developing a modern diversified economy in partnership with
the private sector that creates wealth for the state through
providing business opportunities and attracting foreign
investment. Qatar’s rapid economic growth has enabled it to
become one of the wealthiest countries in the world where the
state trebled its economy since 2001 and has seen it increasing
almost six-fold in the span of a decade. In 2006, Qatar’s

economy continued to grow from strength to strength registering
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a strong GDP of $52.7 billion resulting in a GDP per capita of $57,350 thus growing by
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15.5% which is one of the highest levels in the world roughly double that of Kuwait and
the UAE, and more than three times the GCC average and it is expected to remain the
highest during the outlook period.

Moving the economy forward is the rapidly expanding oil and natural gas sector and
related industries, which continues to lead the economic diversification efforts and
provides the momentum for reshaping the economy. The share of the oil and gas sector in
the overall GDP stood at 62% in 2006, mainly due to the rally in oil prices and the
increased production of natural gas and related industries. Thus, developments in the oil
and gas sector will continue to be the main contributor to economic growth, as the
continued rapid expansion of Qatar’s LNG industry and the coming on stream of new oil
capacity lead to steep increases in export volumes. Lately, Qatar’s efforts to develop its
massive gas reserves, the third-largest in the world, have enjoyed considerable success, to
become the leading global supplier of liquefied natural gas a position that will be
bolstered in the years ahead by the coming on stream of several new LNG trains. In
addition, Qatar is looking to become the "gas-to-liquids hub of the world" by the end of
the decade and is also exploring regional opportunities for piping some of its gas to other
Gulf States. |

Nevertheless, diversification of the heavily oil dependent economy constitute a corner
stone of Qatar’s economic policy. The main feature of the diversification program is to
enhance the role of the private sector in the economy, reduce dependency on oil and
widen a hydrocarbon-based industry utilizing Qatar’s vast natural gas resources. Beyond
the energy sector and at the heart of the diversification process, lies a keen effort
exercised by strong government spending on capital programs in education, health,
transportation and human capital resources which will help to drive growth. Authorities
have also announced plans to set up several free-trade zones to encourage economic
expansion and are pushing ahead with a major petrochemicals expansion strategy. With a
new investment law also planned and the local economy continuing to benefit from high
oil prices, Qatar appears well placed to improve on its previously poor performance in
attracting foreign investment into non-hydrocarbons sectors. (8)

High fiscal spending growth will contribute to a strong increase in private consumption,

which will in turn be boosted by a rapid rise in the population largely driven by a large
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influx of expatriates. Nevertheless, real GDP growth should remain strong over the
outlook period, accelerating from an estimated 7.1% in 2006 to 8.3% in 2007 and 9.5% in
2008, as a raft of new LNG trains and petrochemicals projects come on stream.

Qatar is expected to record wide fiscal surpluses over the outlook period. Revenue, which
has reached a record high of $ 21 billion in fiscal year 2006, is nonetheless expected to
increase by an annual average of almost 10% in 2007 and 2008, as oil earnings rise in
line with production and returns on the country’s overseas assets swell the state coffers
further. Expenditure growth will continue to be driven by the demands of Qatar’s rapid
economic expansion, which will see a surge in spending on infrastructure projects, in
particular. Despite some efforts to rationalize the civil service bill, current spending will
continue to increase, as the government seeks to share out the state’s growing
hydrocarbons wealth through higher wages and generous subsidies.

As a result these are the reasons why to invest in Qatar:

I- Qatar is now one of the most open Arab economy and the best regional model for its
neighbors to emulate.

2- The rapid economic growth has enabled Qatar to become one of the wealthiest
countries in the world.

3- Qatar has one of the highest GDP per capita income in the world which stood
around of $57,350 in 2006 and estimated to reach as high as $67,000 by the year 2007.
4- Qatar economy has become one of the fastest growing economies in the world with a
strong 33.8% Nominal GDP growth in 2005.

5- Qatar has the third largest reserves of natural gas in the world and holds reserves of
natural gas that exceeds 25 trillion cubic meters, more than 5% of the world total
reserve.

6- Qatar has permitted substantial foreign investment in the development of its gas
fields during the last decade and is expected to become the world's top liquefied natural
gas (LNG) exporter by 2007.

7- Investments in Oil and Gas Petrochemicals are expected to reach 70 billion USD in
the Coming 7 years.

8- Qatar hopes to spend an astronomical $100 billion on investment and infrastructure

projects by 2012.
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9- Qatari officials expect at least USD 45 billion to be invested in expansion projects by
the Coming few years.

10- Qatar is building a USD 5 billion new airport, the biggest in the region.

11- Qatar plans 27 mega industrial projects by 2010 at USD 60 billion.

12- Qatar introduces USD 2.5 billion project "Pearl of the Gulf"' man-made Island.

13- Hotel industry in Qatar growing 8 new hotels with 2,550 rooms will be added in the

next Two years.

3.1.2- Qatar Banking Industry: Size and Potentials

The Qatari banking sector comprises of a combination of national and foreign banks. A
total of 17 banks currently operate in Qatar, ten of which are Qatari institutions, including
the following six commercial banks: Ahli Bank, Commercial bank, Doha Bank,
International Bank of Qatar, Al Khalij Bank and Qatar National Bank and three Islamic
institutions Qatar Islamic Bank, International Islamic Bank and Al-Rayan Bank and one
specialized government owned institution called Qatar Development Bank. Also
represented are the local branches of seven foreign banks including Arab Bank, Bank
Saderat Iran, HSBC, Mashreq Bank, BNP Paribas, Standard Chartered and United Bank.
In 2005, QNB was the first commercial bank to set up a fully compliant Islamic branch,
followed by Gulf Commercial bank and Doha Bank. Another significant development in
domestic banking was the entry of a commercial bank into the mutual fund arena where
QNB was the first bank to establish Al Watani mutual fund for locals and expatriates.

The banking sector is supervised by Qatar Central Bank (QCB), which was incorporated
in 1993 when it took over the responsibilities of the former Qatar Monetary Agency. The
QCB has introduced major international standards applicable to banking supervision and
regulations based on the Basle Accord. The main objective of the QCB is to regulate the
monetary, credit and banking policies in accordance with the general plans of the State, in
order to support the national economy, the stability of the currency and enhancing the
stability of the banking system. To promote financial stability and efficiency, QCB

stresses the importance of efficient payments system.
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The banking system continued to reveal increased resilience with fast growing balance
sheet, improving profitability and improvements in banks financial ratios. This had to do
with the quality of assets, expanding credit and more diversified income. Meanwhile,
banks have been diversifying and expanding their income base with an increasing share
of their income coming in from sources other than the conventional interest income from
credit facilities. Thus, interest income as a share of total income fell down to 69.4%
whereas the share of income from commissions and income from trading in securities and
long-term investments went up. (9)

Total domestic credit facilities increased by 40.7% in 2006 to reach QR 94,773 million,
compared to QR 67,367 million in 2005 where an increase in all economic sectors was
registered with the exception of the Industry sector. In 2006, the Personal sector
accounted for 37.1% of total domestic credit facilities registering the largest portion thus
increasing by 42.2% to reach QR 35,177 million where it witnessed tremendous growth
in recent years. The Public sector increased by 15.5% in 2006 to reach QR 21,537 million
accounting for the second largest portion of domestic credit facilities. The government
has limited its use of short-term financing in recent years due to increased revenues from
oil and gas ventures. However, the public sector is likely to continue using short-medium
term financing for its various development projects. (Table 2)

The credit facilities extended to the Land, Housing and Construction Sector recorded a
high growth of 65% in 2006 to reach QR 15,745 million. As for the Merchandise sector,
it recorded a growth of 41.2% in 2006 to reach QR 11,553 million, thus receiving 14.4%
of total domestic credit facilities in 2006. The Services sector more than doubled in 2006
with a record growth of 146.3%, registering QR 7,246 million out of total domestic credit
facilities. The Industry sector’s credit facilities declined by 14.1% in 2006 to reach QR
2,078 million. (Figure 3)
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Bank’s Aggregated Balance Sheet

The aggregated balance sheet of all commercial banks operating in Qatar increased by
41.6% to reach $ 35.7 billion by the end of 2005. This increase was a result of the high
rate of growth achieved by in the field of financial intermediation, in tandem with the
pace of the fast growth rates realized by the Qatari economy. The following is a brief

description of the most important developments: (10)

- Assets:

The banks' cash assets reached $ 1446 million in 2005 thus increasing by 52%. Credit
facilities increased by $ 5,556 million, or 40.9%; Domestic credit facilities recorded an
increase of 39.5% in 2005 thus recording a new level of $ 18,480 million representing
about 51.8% of total banks' assets. Bank’s aggregate portfolio of financial investments
rose 19.2%, reaching $ 4,569 million. However, the ratio of financial-investment
portfolio to commercial banks total assets fell to 12.8% indicating a faster increase in
total assets than the increase in the aggregate financial-investment portfolio. Long-term
investment increased by $ 472 million, or 81.5%.

Banks' net foreign assets experienced a large increase of 59.5%, reaching $ 8,563 million
at the end of 2005. Such a large increase in net foreign assets was the outcome of local
banks increasing their deposit balances with foreign banks, expansion of investments

abroad and increase in balances due to foreign banks and non-resident deposits.

- Liabilities and Shareholder’s Equity:

The increase in total liabilities mainly came from the rise in customer’s deposits by
$6,758 million and dues to banks and other financial institutions by $ 780 million. The
increase in total liabilities was partially offset by the decrease in provisions by $ 131
million, as a result of banks' writing off some of their bad loans in 2005. However, the
ratio of total deposits to total liabilities declined slightly end-2005, reflecting a faster rate
of growth in total liabilities, which was 41.6% in 2005.

Banks continued to improve their financial position in attempting to meet the criteria of
Basle I Accord, by increasing their shareholders’ equities. As a result, they recorded an
increase of 41.6%, reaching $ 5,014 million by the end of 2005 and representing a

relative share of 14.1% of banks' total liabilities. The increase in shareholders’ equity was



-21-

due to the increase in capital and legal reserves. As a result of high profit levels in 20053,

banks increased their retained profits by 25.2% reaching $ 337 million end-2005.

- Banks’ Memoranda Accounts:
Banks continued to expand off-balance sheet activities in 2005 which increased by 24.6%
reaching $ 18,150 million. The increase could be attributed mainly to the increase in the

Letters of Guarantee, the Letters of credit and the rise in unutilized extended credits.

Banks’ Performance Indicators

QCB measures and assesses the soundness of banks’ performance using a set of
internationally well known indicators. The following contains a brief analysis of the

developments in the reported indicators:

A- Capital Adequacy Standards

By the implementation of these standards, local banks' ability to maintain sufficient
capital could be monitored. The follow up of capital adequacy ratios in 2005 indicates
that the ratio of core capital (capital + reserves) to total assets showed 11.2% at the end of
2005 which is still well above the minimum set by QCB at 6%. The ratio of core capital
to total assets and contingent liabilities weighted by their risks showed a decrease to
21.7% reasoned to the banks' expansion of activities and growth. Non-performing loans
to capital ratio showed some improvement in 2005 by decreasing to 3.3% due to the

decrease in non-performing loans of local banks and the increase in bank’s capital.

B- Assets Quality Standards
The ratio of non-performing loans to total loans decreased to 4.3%. However, the ratios
of loans’ provisions to total loans and total provisions to total assets decreased from to

84.3% and 2.4%, respectively.
C- Profitability Standards

The ratios of net profit to average shareholders’ equity, and to average assets, recorded a
noticeable increase to 28.5% and 4.3%, respectively. Likewise, the ratio of other income

to total income and total assets increased to 39 % and 3.1%.
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D- Liquidity Standards
The ratio of cash assets to total assets moved up to 4.1%. Similarly, the ratio of liquid
assets to liquid liabilities rose to 55.4%. In addition, banks have maintained the ratios of

total loans to total deposits and to total assets at 81.7% and 53.5% respectively.

E- Uses of Funds Standards

This set of standards covers the capability of banks to use their financial resources in
generating income. The ratio of credit facilities extended to the private sector to total
credit facilities increased to 70% and represented 92.1% of the private sector deposits.

Deposits and credit facilities grew by 40.5% and 40.9%, respectively, in 2005.

3.2 Country Profile

3.2.1- Culture, Values and Technology

Culture and Values

Middle-Easterners possess a common culture that has united them by religious and
historical factors. The Arab culture dominates the Middle East where Islam has had a
unifying influence on the region. Qatar in specific is a Muslim state and the heritage of
Islam is deeply rooted in the Qatari character. Islamic customs govern the general way of
life concerning dress code, the observance of the times of prayer and the fasting month of
Ramadan. Arabic is the official language, although English is widely spoken and the
correspondence with government organizations is normally in Arabic.
Religion, as a consequence, is a major component of social and political life and
structures the day-to-day life in all religious communities in the region. Qur’an not only
explains the relationship between God and his creatures, but also provides guidelines for
a just society, proper conduct and an equitable economic system. Arabs have values and
habits that include:

- Restlessness and mobility

- Generosity and visitor hospitality

- Friendship

- Quick judgment
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- Gallantry and courage
- Patience and long-term perspective of things

- Pride of culture, religion and heritage

Qatari’s have strong identification of the individuals with their groups. As a consequence,
social pressure is significant and a high degree of conformity is required, conferring
authoritarian tones and intolerance to difference. Social and family life is dominated by
honor and shame. Lack of conformity is considered to be damning and leads to a degree
of shame. Arabs worry about how their acts are reflected on their families and countries.
It is accepted that silence is better than confession where "A concealed sin is two-thirds
forgiven". The level of liberalism and individual freedom in Qatar is relatively acceptable
if compared to other Arabic-Moslem countries, in direct correlation with their fear of
modernity. Some minor fanatic groups reduces the West, especially America, to a symbol
of evil and a mass of money-grubbing, rootless, faithless which in turn legitimizes
terrorism. According to this ideology, the present-day Islamic extremism is just a
manifestation of a rejection of Western values that can be traced back to a very long time.
There is a relative freedom of the political press, except for some taboo topics. Recent
parliamentary and democratic institutions have often functioned against democracy and
slowed down liberalization. Other cultural and values perspectives that have to do with

the working environment in Qatar can be summarized by the following:

- Business Customs and Communication:

Qatari’s prefer oral communication, direct encounters, personalized relations, but to act
or intervene through trusted third parties when there is a delicate stake. Non-verbal
communication is important like gestures, hand-talking, facial expressions and looks.
There is extreme personalization of economic and corporate life where the Qatari
businessman does business with the "man" not with the "company" and establishing a
personal connection, mutual trust and respect are essential to conduct business. They can
be either totally sincere and trustworthy or totally insincere and tricky. Important
decisions are not usually made by correspondence. Generally Arabs are sharp negotiators

and bargainers and the best salespeople in the world.
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- Business Protocol:

Hierarchies, based on seniority, social prestige, moral considerations and wealth, are at
the roots of any organization. Qatari’s have high score in power distance where skills,
wealth, power and status must go together. Top-down authority and decision making
power rests on the top man in the company, the oldest among the founders or top
managers. Loyalty goes through obedience against status and protection. Corporate
organization is a reproduction of the old Arab family and kin structures. Qatari’s has a
strong sense of justice and they get morally outraged by events and behaviors that go
against their sense of justice.

- Time:

Concerning time, Qatari’s consider that time controls them and not the reverse. They also
consider that they have little control over their own lives where "God controls time" and
"society controls behaviors and actions". One consequence is the relative fatalism they
oppose to critical events and their reluctance to engage in quick action or decision-
making "Give time to important things and critical issues". Some superstition and lack of

confidence also prevent quick action or reaction.

- Gender:

In general, men are dominant over Qatari’s women in all aspects of life but strong
women’s movements are appearing in Qatar where there are powerful and rich women
because of family connections. These movements are trying to reduce gender distinctions

and helping women to be a part of the business and entertainment scene. (11)

Technology

There was a considerable opposition to modernization in large portion of Arab Muslim
world because tradition and heritage have always been maintained and protected by the
individuals within their communities. Painful choices exist today between the old and the
new generation and there is endless debate around the secularization of Islam, as well as
tradition versus modernity. Qatari’s believe that the introduction of technology does not
prevent cultural groups from retaining their values in the ancient tribal nomadic culture.

The qatar government realised the importance of technology and the channels it opens to

the whole world, so it is preparing itself to become the region’s leading IT hub for
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scientific research and development. To accomplish this vision, the government
facilitated the formation of the Qatar Science and Technology Park (QSTP) that was
established by Law No. 36 in 2004 which was primerly meant to be a home for
technology-based companies from around the world and an incubator for start-up
enterprises. QSTP’s vision is to be an internationally recognised hub for research and
commercialisation and it is accomplishing this by providing world-class infrastructure
and services to tenant organisations involved in the development and application of
technology most relevant to Qatar’s economy and needs. It is a free zone making it easy
and attractive for foreign technology companies to come to Qatar.

Qatar also has a modern telecommunication system, which gives immediate telephone,
GSM, telex, facsimile and internet access to all parts of the world. The sector is
witnessing tremendous growth, with rising demand, especially in mobile
communications. In 2006, Law No. 34 was issued for the formation of the
telecommunications regulating authority known as the Supreme Council for Information
and Communications Technology (ICTQatar). The telecom sector has long been
dominated by Q-tel, the state monopoly which has long held the reins of the fixed and
mobile markets along with many of the IT services that are connected to the sector. But
after the issunace of the new law Q-TEL was no more the sole owner and operator of all

the national and international services. (12)

3.2.2- Political and Legal Environment

Political Environment

Qatar is an absolute monarchy and all powers are vested in the emir. It is undergoing a
period of gradual political reform under the direction and supervision of the emir, Sheikh
Hamad Bin Khalifa Al-Thani. The focal point of this program will be the creation of a
new consultative council parliament called "Majlis Al-Shura", which will have legislative
powers and the right to question ministers. Two-thirds of the Majlis’s 45 members are to
be elected in a nationwide poll and the remaining one-third will be appointed by the emir.
The new constitution is intended to guarantee a more pluralistic society with equal rights
and duties for all citizens and its principles will be upheld by a constitutional

court, which will act as a wholly independent arbiter of the rights and privileges
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enshrined in the constitution. Equal rights for Qatari women, as well as media and
religious freedom for all citizens, are all supposedly guaranteed under the new
constitution. All Qatari citizens over the age of 18 will be eligible to vote and women will
be entitled to stand as candidates, as has been the case in previous municipal elections.
Political parties are unlikely to be permitted in the forthcoming parliament and the
censorship of the press will continue. However, despite these changes, limitations will
remain and the new constitution will not loosen Qatar’s tightly knit and elitist political
system, nor threaten the dominant role of the royal family in the political order. The
constitution does not specifically allow for the formation of political parties, but it does
state that citizens will have full freedom of expression and association. (13)

The political system faces few serious challenges in the near term and the emir’s gradual
political liberalization program appears to enjoy widespread support. There seems to be
little impatience among the local population with the authority’s procrastination over the
election date, possibly in part because of the country’s rocketing wealth. Some members
of the royal family resent any dilution of their power, but familial rivalries are highly
unlikely to threaten the position of the emir. The emir’s increased assuredness has seen
him grant extra responsibilities to the crown prince.

Qatar’s diplomatic relations have undergone changes in recent years. Long regarded as an
inward looking country, Qatar began to pursue an independent foreign policy in the early
years of Sheikh Hamad’s rule. An example of this is the close tie to the US is the decision
to allow the US to make use of bases in Qatar for the central command and control of the
Iraq war in the spring of 2003. The US had been preparing for some time to shift the
focus of its Gulf security operations from Saudi Arabia to Qatar. From Qatar’s point of
view, the presence of US forces offers a powerful guarantee of security for the country’s
immensely valuable hydrocarbons assets, in particular the liquefied natural gas export
facilities. The welcome extended to the US forces is part of a wider effort by Qatar to
make its mark on the international stage, punching above its weight in a similar way to
Dubai. The country's profile was given a significant boost by its election to the UN
Security Council in October 2005 as a nonpermanent member for two years.

For a period, ties had improved with Saudi Arabia and their long-running border dispute

was settled in 2001. But one year later, Riyadh withdrew its ambassador in Qatar in
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protest over a program broadcast by Al-Jazeera network which was considered an insult
to the kingdom’s founder; moreover Saudi Arabia also has a generally negative view of
Qatar’s strengthened political alliance with the US. Relations with neighboring Bahrain
have continued to improve, following the settlement of the long-running dispute over the
Hawar islands. Elsewhere in the region, ties with the UAE have returned to an even keel.
Relations were severely strained following the uncovering of the alleged counter-coup in
Qatar in 1996, but the countries’ generally pro-Western bias has helped ensure a
rapprochement between the two states. Ties with Oman have always been close, and
those with Kuwait are solid. As for Lebanon, Qatar has very strong ties with the
Lebanese government and people where it played a remarkable role in ending the
summer 2006 war on Lebanon and it fought vigorously to amend the UN resolution no.

1701 in order to become more adequate for the Lebanese government.

Legal Environment

New legislation has been put through in recent years designed to bring the country’s
commercial environment into line with international best practice and thereby attract
more international business. The judiciary is independent and was previously divided into
two court systems; the civil court system and the Sharia court system. The civil courts
were required to apply Qatari Laws as established by Emiri decrees, in enforcing
agreements between parties. The Civil and Commercial system was formerly divided into
the Minor and Major courts where all civil and commercial disputes in excess of that
value were heard by the Major courts, comprised of a panel of three judges. Appeals from
the Minor courts were raised to the Major courts, and from the Major courts to the Court
of Appeal, which is the highest court of appeal in the country. In 2004, the judicial
system witnessed radical changes as per the new Judiciary Law which transformed the
earlier two court system and merged it into one. A Higher Supreme Court called the
Court of Cassation has been established, which will be the highest court of appeal in the
country. The National Constitution Committee, established by an emiri decree in July
1999 to draft a new permanent constitution, presented a final draft to the Emir in July
2002. One of the main provisions in the new constitution is the establishment of an
elected parliament. The draft constitution received an overwhelming majority vote in the

referendum held in April 2003 and became effective in June 2005. (14)
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3.2.3- Qatar Banking Laws and Investment Environment

The local and foreign banks that operate in Qatar are governed by both the banking law
and the foreign investment law. The banking sector is supervised by Qatar Central Bank
which sets the banking laws and is currently an independent body where the Emir
appoints the governor and the board after taking into consideration the recommends of
the Minister of Finance. It is empowered to supervise and promote more discipline
throughout the system, suspend board members or management of the financial unit and
introduce penalties for violations. QCB has introduced the major international standards
applicable to banking supervision and regulations based on the Basel Accord. It has also
implemented an automated link with local banks to enhance its ability to monitor banks
in a timely and accurate manner and produce efficient payments system through online

payments for e-Commerce and e-Government transactions

Banking Laws

The Qatari banking Law was established by Cheikh Hamad Bin Khalife Al Thani, Emir
of the State in the year 1993 and it is known as the law no. 15. This law managed the
formation of the Qatar central bank and how it systematizes the work of banks in the

industry (Appendix C). The following are some important articles of the law no. 15:

Article 38

In July 2001 the QCB introduced the Qatar Monetary Rate (QMR), which allows banks
to deposit or borrow amounts of more than QR 2M ($ 550M) overnight. The QMR is
determined by the QCB on a daily basis.

Article 39

An effective monetary tool utilized by the QCB is the stipulation of minimum reserve
requirements for commercial banks. In February 2000, QCB instructed banks to maintain
cash reserves equal to 2.75% of total deposits from the earlier 19%.

Article 40

In 1992 fixed interest rates were replaced with four variable prime rates. Deregulation
was initiated in August 1995 and in February 2001; the QCB removed all ceilings on
interest rates for local-currency deposits and advances thereby. Short-term interest rates

in Qatar follow closely those prevailing in the US, with a slight positive differential.
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QCB’s repo rate stood at 5.55% by the end of December 2006. Further to this, the QCB
requires commercial banks to maintain a loans-to-deposit ratio of 90% of the total
deposits base. The minimum capital adequacy regulations applicable to Qatari banks at
10%, compared to the Basle rate of 8%.

Article 44

Foreign investors must receive permission from the government to invest in the banking
and insurance sectors. The bank should fill a license application form and provide the
necessary documents and present them to the QCB to take a license.

Article 50

A minimum capital of QR 10 million ($ 2.75 million) should be paid in order to establish
a new bank. Every bank should deposit a reserve against its capital through deducting
20% of its profits each year until 100% deposit against capital reserve is met.

Article 59

A. The bank is not allowed to practice any other business that is not directly related to the
banking industry.

B. Banks are allowed to wholly own real estates that are fully used as an asset for
performing banking operations. It can also acquire pledged estates in case of default.
Article 65

QCB obliges banks to quarterly present their accounts in line with international standards.
Article 67

The banks profits, capital, assets and operations are exempted from taxes and fees.

Foreign Investment Law

Qatari investment Law no. 13 for the year 2000 was established by Cheikh Jassim Bin
Hamad Al Thani, deputy emir of the state of Qatar for the Regulation of Foreign Capital
Investment in Economic Activity and these are some of the promulgated law (Appendix D):
Article 4

Where no specific provision is provided for this law, the provisions of the laws prevailing
in the state must be followed with regard to the foreign investor obtaining the necessary

licenses to engage in any of the activities in which he is authorized to invest.
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Article 6
Foreign investor may import for their investment project, what ever is required for the
establishment operation and expansion of the project, in accordance with the laws
prevailing in the state.
Article 7
The Ministry may:
A. Exempt the foreign capital invested from income tax for a period not exceeding ten
years from the date of operation of the investment project.
B. Grant foreign investment projects customs duties exemptions with regard to imported
machinery and equipment necessary for its establishment.
Article 8
A. Foreign investment shall not be subject to expropriation unless it is for public benefit
and done on a non-discriminating basis against quick and adequate compensation.
B. Compensation shall be equivalent to the real economic value of the investment that
has been expropriated.
Article 9
Foreign investors have the freedom to transfer investments to and from abroad without
delay, such transfers include:

- Investment returns;

- The proceeds of sale or liquidation of all or part of the investment;

- The proceeds of monies resulting from settling investment disputes;

- The compensation provided for in Article (8) of this law.

Article 10

A foreign investor has the right to transfer his investment to another foreign investor or to
a Qatari citizen, or to relinquish the same to his Qatari partner in the case of partnership.
Article 16

Without prejudice to any more severe penalty stipulated in any other laws, any foreigner
who practices an economic activity contrary to the provisions of this law shall be

punished by a fine ranging between QR 50,000 and QR 100,000.
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Article 17

The technical staff of the Ministry delegated by the Minister shall have the capacity of
legal seizure officers, to investigate and identify crimes committed in contravention of
the provisions of this law and the implementing decisions thereof. They have, in this
respect, the right to access premises and firms subject to this law and to inspect and

examine their documents and records.

3.2.4- Monetary Policy and Inflation

Monetary Policy

The monetary management in Qatar is implemented by Qatar Central Bank who has full
power over the monetary policies in the State. In this context, the domestic liquidity in
addition to the exchange rate regime and interest rate management had worked well to
achieve the macroeconomic objectives including combating inflationary pressures. (15)

A- Domestic Liquidity:

Domestic Liquidity increased by 37.9% in 2006 to reach a record level of QR 88.7 billion,
compared to QR 64.3 billion as at year-end 2005, mainly resulting from a sustained
increase in energy prices, the imposition of minimum reserve requirements for banks and
increasing the loans-to-deposit ratio limit. In 2006, narrow money supply (M1) increased
by 24.7% to reach QR 27.9 billion, from QR 22.4 billion at year-end 2005 as a result of
the increase in demand deposits, which rose by 22.7% to reach QR 23.9 billion. Savings
and time deposits increased by 41% to reach QR 36.7 billion, compared to QR 26.1
billion in 2005, while foreign currency deposits increased by 51.6% in 2006 to reach QR
24.0 billion, compared to QR 15.8 billion in 2005.

B- Exchange Rate Policy:

The Qatari Riyal is officially pegged to the US dollar at a rate of 1 USD = QR 3.64. In
2006, the Qatari Riyal declined by 0.9% against the Euro, and by 1.2% against the
Sterling Pound, while appreciating by 5.2% against the Japanese Yen and by 0.7%
against the Swiss Franc.

In 2005, the Qatari Riyal made moderate gains against most major currencies, further to

the strengthening of the US dollar. QCB average exchange rate data for 2005 shows that
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the Qatari Riyal appreciated by 1.8% against the Japanese Yen, by 0.6% against the
Sterling Pound, and by 0.1% against the Swiss Franc. The Qatari Riyal saw a marginal
decline by 0.2% against the Euro.

C- Interest Rate Policy:

In February 2001, the QCB removed its ceiling on interest rates thus freeing the banking
system from all interest rate policy restrictions. The QCB also introduced a new monetary
instrument which allows banks to deposit or borrow from the QCB overnight. Short-term
interest rates in Qatar follow closely those prevailing in the US, with a slight positive
differential. The US Federal Funds rate has remained unchanged since June 2006 and
currently stands at 5.25%, while QCB’s Repo rate has remained unchanged since July
2006 at 5.55%

Inflation

Domestic inflation in Qatar continues to be a key concen; for the QCB over the recent
past and additional policy maneuvers could be likely in the short-medium term. Inflation
has witnessed a considerable increase in 2006 showing a continuation of the upward
trend as the overall general index increased by 11.8%, compared to an increase of 8.8%
in 2005. The main inflation driver was the housing sector, which witnessed a huge
increase of 25.9% where the huge increase in construction costs and the subsequent
supply at high prices have put immense upward price pressures for the general housing
market. Among the other groups of commodities and services, the group food, beverages
and tobacco, which have a relatively high weight on the consumer price index, witnessed
an increase of 7.3%, with the group miscellaneous goods and services increasing by
13.6%, and the group garments and footwear rising by 12.4% in 2006. (Table 3)

However, with US rates set to decline slightly in 2007 and Qatari inflation is likely to
remain relatively high, the differential is expected to widen slightly, as the QCB seeks to
avoid exacerbating consumer price growth by loosening its monetary stance. Yet with US
rates forecast to resume their upward trend in 2008, the QCB may allow the differential
to narrow once more. If inflation remains higher than expected, however, the QCB may
come under pressure to widen the differential by raising local interest rates more sharply,

or to employ more active liquidity management policies.
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3.2.5- Competition and Market Share Analysis

The current economic boom in Qatar was reflected favorably on the activities of the
banking sector. Tougher competition confronts the banks of the Gulf region, but as long
as oil prices continue to support the area’s economy, banks that can master the new
product, sales and distribution challenges should find that strong revenue growth will
outweigh any decline in margins.

Commercial banks continued to realize steady and firm growth in providing their banking
services and introduced new banking products to meet the needs of their clients.
However, several prudential measures where adopted to protect the banking system
against any economic downturn that may impact the soundness of the banking system
such as acquiring more collateral for consumption loans and applying ceilings on bank's
total mortgage financing.

Traditionally, loans to the government and to operations related to LNG developments
account for the majority of commercial bank loans. This situation is likely to change as
LNG revenue increases, lessening the government’s dependence on the banking system.
Such a change will force banks to seek more private sector lending opportunities, after
years of benefiting from the healthy margins and light provisioning requirements that
lending to the government has allowed. However, as a consequence of the structural
reforms and the privatization process, the role of private sector in the economy has
increased in recent times. Qatar National Bank (QNB), which is partially government-
owned, dominates the Qatar’s banking industry and handles most of the government’s
business. It is the only local bank involved in funding Qatar’s hydrocarbons development
program, although other banks have now begun to participate in such deals in a limited
way. On the other hand, the HSBC Bank Middle East limited dominates the foreign bank

in Qatar group ranking first among its category. (16)

- Sector distribution of assets:

Total assets of the banking sector amounted to $ 35.15 billions by the end of 2005, out of
which $ 31.40 billion (89.2%) are owned by local banks and $ 3.75 billion (10.8%)
owned by foreign banks. QNB has ranked first among Qatari’s banks with $ 13.75 billion
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or 39.1% share and HSBC ranked first in foreign banks with $ 1.37 billion or 3.9% share
of total banks assets and 36.4% share among foreign banks. (Table 4)

- Sector distribution of loans and advances:

Banks continued to concentrate most of their credit facilities in four main sectors; the
Government, real-estate and construction, consumption loans and general trade.

Total loans recorded a sum of $ 19.96 billions with $ 18.07 billion (90.5%) remitted by
local banks and $ 1.89 billion (9.5%) by foreign banks. QNB positioned first among
Qatari’s banks with $ 8.65 billion or 43.3% share and HSBC ranked first in foreign banks
with $ 627 million or 3.1% share and 33.1% share among foreign banks.

Credit facilities extended to the public sector registered a total of $§ 5.53 billion
representing 27.7% of total credit balance. The private sector's outstanding credit balance
reached $ 14.43 billion by the end of 2005 and accounted for 72.3% of the total

outstanding credit balances. (Table 5)

- Sector distribution by deposits:

Total deposits registered $ 24.85 billion with $ 21.65 billions being deposited in Qatari
banks and $ 3.2 billion in foreign banks. QNB recorded the highest deposits rate of
$10.73 billion (43.2%) and HSBC $ 1.2 billion with 4.8% among the industry and 37.4%
share among foreign banks.

Classification-by-maturity of the deposits in 2005 indicated that demand deposits
increased notably to 38.3% to reach $ 9.51 billion stemmed mainly from increases in
personal and private-companies' deposits. Similarly, savings and time deposits increased
to $ 15.34 billion representing a relative share of 61.7% of total deposits. The relative
share of foreign-currency deposits in total deposits increased to 34.5% while the national
currency deposits registered 65.5%. (Table 6)

The private sector contributed 63.8% of the increase in total deposits compared to a
37.5% increase in the public sector deposits. Personal deposits continued in the position
of being the principal component of total customers’ deposits, compared to the private
companies and non-resident deposits which continued to increase noticeably, however at

a slower pace.
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- Sector distribution by profits:

Total profits recorded a total of $ 1.29 billion with $ 1.17 billion recorded in Qatari banks
and $ 119 million in foreign banks. QNB registered the highest profit rate of § 415
million or 32.2% and HSBC $ 49 million with 3.8% share within the industry and 41.2%
share among foreign banks. (Table 7)

At this phase we have covered all the risks and barriers that might prevent our market
entry. In our analysis, we have attained an acceptable risk level and a low level of market
barriers. This risk management will allow us to move to the final step of the strategic

planning which is the formation and implementation of the market entry strategy.
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Chapter 4

MARKET ENTRY STRATEGY

Implementation of strategic planning is a management system that moves the focus from
"what to achieve" (objectives) to "what to do" (strategies) where every company designs
its own strategic plans to achieve its set of objectives and goals. With Strategic Planning,
the aim is to focus on those objectives that are possible to achieve in correspondence with
the opportunities and threats that the environment offers.

In this part we will implement a market entry strategy through allocating a marketing
plan followed by choosing a format of entry and location, covering the financial aspects

and designing job organization human resource and types of products and services.

4.1 Marketing Plan

A marketing plan is a map to determine the steps to follow, the methods to apply and
time to reach our objectives. Thus, it is part of the strategic planning of a company that
sets a path to arrive to a concrete place therefore it is the starting point. The marketing

plan can be summarized by market segmentation, targeting, positioning and channeling.

Segmentation

Market segmentation is the practice of dividing a market into identifiable groups of
customers with common characteristics and motivations. This is so that each group can
be treated independently, tailoring the marketing mix to meet the needs of each segment
and to highlight opportunities for new products and niche markets.

Markets consist of customers that have varying needs and buying behavior and for most
companies it is not realistic to try to satisfy all those needs because the customers are too
many having too different needs and buying behavior. Consequently, companies try to
segment their markets by identifying groups of persons with needs and wants that are as
similar as possible within each group. Four types of consumer segmentation can be

identified: (17)
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- Geographical Segmentation:

It divides the market into different geographical areas by the town, main cities, density or
climate. It is well known that people with similar demographic and psychographic
characteristics tend to live nearby and exhibit similar buying patterns.

- Demographical Segmentation:

The market is divided into age, gender, income, family lifecycle income, occupation and
education. It is the most popular because consumer usage and needs usually match
demographic categories and demographic variables are easy to measure and obtain.

- Psychographic Segmentation:

In this type, marketers segment markets by social class for the promotion of products,
consumer lifestyles, personalities.

- Behavioral Segmentation:

Buyers in a market will differ in their wants, resources, locations, buying attitudes, and
buying practices. In behavior segmentation, potential buyers of a product are divided into
groups based on their knowledge, attitude, uses, or responses to a product.

Banks in the Middle East have been rather slow adopting a customer oriented approach
where the industry has had more of a transaction oriented approach and it was long
relatively inward looking with largely undifferentiated markets.

BLOM Bank always use customer oriented approach to segment its market thus
categorizing all customers and then tailor the way to serve them. The market in Qatar has
identified four basic segments ranging from public institutions, commercial companies,
Qatari nationals and expatriates. The segmentation of these groups is based on income
and occupation. The public institutions vary mainly on production of oil and gas and the
construction fields where they constitute around 80% of the public sector. Commercial
companies are both foreign and domestic companies with different type of occupation
and income. The Qatari citizens segment contains all types of residents ranging from 1
year old babies to 70 years old. Finally the expatriate’s segment contains all non Qatari
working in Qatar from the Arab countries, South Asia, Europe and America with their

families.
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Targeting

After the process of segmentation the next step is for BLOM to decide how it is going to
target these particular groups. Market targeting is the process of evaluating each
segment’s attractiveness and selecting one or more segment to enter. Evaluating and
selecting the market segments can be achieved through the segment size and growth by
analyzing current sales, growth rates and expected profitability for various segments.
Differentiated marketing strategy should be used in Qatar where several segments are
targeted and distinct products and services are developed with separate marketing mix

strategies that aims at the varying groups.

- Public institutions:

These institutions are still dominated by the Qatari banks and until lately the government
was not allowing non-Qatari banks to finance the oil and gas sector. But in the coming
year, a new conventional law is being prepared to allow private non Qatari banks to take
a share in this process. So a special plan must be prepared in advance in order to attack

this segment when the government issues the law and opens the gate to non-Qatari banks.

- Commercial companies:

The relationship between banks and their corporate customers are often considered as
much closer than the relationship between the bank and customers on the retail banking
market. The corporate customers often have more complex operations with high
frequency of transactions, involving large amounts of money and often consisting of
multiple relationships with banks.

This relationship is argued to have advantages for both parties. Advantages for the banks
with strong relationships are assumed to be possibilities to maximize profits by reducing
the risks, improved information flow, more satisfied customers and enhanced loyalty. As
for the customer’s advantages are assumed to be better access to finance, more
advantageous rates on loans, higher perceived quality of service, less stress, the
avoidance of switching costs, and increased convenience. Corporate banking customers
are believed to a greater extent today establishing relationships with more than one
financial service provider. The motives for this can be to achieve more anonymity,
flexibility and better rates. Especially the larger corporate customers are less likely to

show dependence on only one bank and there are researchers that show that there are
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companies that do business with as many as five financial institutions, even though only
one of them is seen as the most important bank. Commercial companies, including local
and foreign companies, are offered excellent and fast commercial banking services in
Qatar and through the bank’s subsidiaries and correspondents all over the world. These
companies, with concentration on the most active sectors such as construction, trade and
services, are segmented into two groups with respect to the credit facility limit, ordinary
companies with a credit facility limit below $ 1 million that follows the ordinary credit
review and corporate division with credit facilities above $ 1 million that have special

wants and offers and requires better study and risk observance in the market. (Table 8)

- Qatari’s nationals:

The populations break-up by age groups in Qatar shows that 45.7% of the total
population range between 25 to 45 years old, numbering 340,136 person while the
percentage of population below 25 years is 269,376 person or 36.2% and the remaining
Qatari’s above 45 years constitute 134,517 person or 18.1%. (Table 9)

Qatari’s above 45 years old are considered as the wealthiest group of people in our
segmentation that requires top end banking products and services ranging from retail,
commercial, private, investment and Islamic banking services. As for the remaining two
segments, medium aged Qatari’s with age ranging between 25 and 45 years old will be
targeted through commercial, retail and high end products mainly investment and the
small aged Qatari’s segment ranging from 18 to 24 years old are targeted through retail
products. (Table 10)

- Expatriates:

The expatriate work force in Qatar consists mainly of Asians, Arab workers and a
significant number of Europeans and Americans with specialized expertise. Generally,
banks in the Gulf States limit their attention to affluent people, individuals with salary
income more than $ 35,000 per year, who contribute more than 70% of bank profits.
Although banks can achieve handsome profits from consumer lending to upper mass-
market customers, the low-paid expatriate workers from the Southeast Asia, and the
Indian subcontinent, which constitute the lower mass market, will continue to be

unprofitable as customers unless radically cheaper ways can be found to serve them.
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BLOM find it eager to deal with the mass-market customers brought into the banking
system by the recent shift away from salaries paid in cash and toward electronic deposits
and must therefore tailor their products to the needs of each customer segment and satisfy
themselves that value is to be had by doing so.

Low paid expatriates from India, Nepal, Sri Lanka and Philippines and sizeable people
from the neighboring GCC and other Arab countries are offered convenient home country
banking arrangement in Qatar to do their money transfers and banking operations which
are mainly the ordinary banking and retail services and efforts will be made to divert
these mass market customers to self-service facilities by diverting to alternative channels
activities such as ATMs and internet banking.

As for the Lebanese expatriates whose number has reached around 15,000 by the end of
2006, BLOM’s commitment is to reach and attract all these Lebanese expatriates who are
considered medium income employees. Special arrangements would be useful to the
Lebanese in order to meet their home and host country banking needs and reach their
dear ones especially through transfer of money with speed and affordable cost. This small
initiative would grow to the ultimate aim of serving the Lebanese expatriates both the
individuals and the corporate alike wherever they will be around the globe. Also a
subscription of personal financial management products are offered for the Lebanese
living in Qatar where BLOM shall provide the necessary information about the various
investments cum protection products being offered and facilitate movement of documents
and funds if they wish to purchase such financial products such as child education plan,

retirement or pension plan and secure plan.

Positioning

Positioning is the act of designing the company’s offering and image to occupy a
distinctive place in the target market’s mind versus competition. But positioning is not
what you do to a product it is what you do to the mind of the prospect. It is simply
creating an image in the minds of the targeted market for its product it is "The Battle for
Your Mind". The primary elements of positioning are the quality of the financial products
and the level of the added value services offered to the customers (18). These elements

could be achieved through three Value disciplines:
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- Product leader

- Operationally excellent firm

- Customer intimate firm
Four rules should be followed to succeed in a successful positioning. First the bank
should become best at one of the three value disciplines, achieve an adequate
performance level in the other two disciplines, keep improving one’s superior position in
the chosen discipline in order not to lose out to a competitor and become more adequate
in the other two disciplines, because competitors keep raising customer’s expectations.
BLOM aims at positioning itself as a regional financial group that perfectly serves its
clients across increasingly integrated markets, providing them with a full range of
commercial and retail banking services and products to answer all their financial needs
and also offering a set of extra personal services offered through its subsidiaries in Beirut
such as private, investment and Islamic banking and insurance. As a result, the bank’s
positioning is to offer excellent banking services while maintaining customer’s "Peace of
Mind ".
BLOM is also aware that relationships seem to be very important for customers and
something that might make them not changing bank even if being offered good solutions.
Consequently, a successful method to get good penetration with a package of bank
products and services, BLOM seeks to see in every customer an individual and not

seeing in every individual a customer.

Channeling

Banks growing successfully in a tough business climate usually institute target market
channels to improve the effectiveness of their business communication where channeling
is a key to successfully meet this considerable challenge through delivering a message
that is read and remembered for its relevance. The relationship marketing perspective
with customers is based on the idea that in addition to the value that the products and
services that is being exchanged bring, the existence of a relationship creates added value
to the customer and the provider. Relationship marketing is attaching, maintaining and
enhancing customer relationship, so BLOM realizes the need to go further and look more

closely to shape powerful communication tools that send the right message to the right
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audience for faster market penetration and customer attaching. Target markets rapidly
expanded into highly specialized sub-markets where newly segmented marketplace calls
for strategic and well-defined outreach efforts.

BLOM always selects a specific channel location allowing it to effectively utilize its
capabilities and identify the most effective communication tools and paths for each
segment. TV ads, billboards and an appropriate internet site are used for reachness of all
segments. Sponsoring social activities and delivering brochures are used to attract certain
type of persons, local and foreign companies. Q-tel database center is used to get
telephone numbers and e-mails in order to reach Lebanese expatriates who already know
BLOM bank and finally invitations for a one-on-one meeting should be organized to

reach corporate customers.

4.2 Format of Entry and Location

When an organization has made a decision to enter a regional or international market,
there are a variety of entry options open to it. These options vary with cost, risk and the
degree of control which can be exercised over them. The forms of participation can take
many formats varying between exporting, licensing, joint ventures and ownership.
BLOM should use the foreign direct investment as a regional market entry to Qatar.
Foreign direct investment is a cross-border investment directly to a business
establishment through a wholly owned facility defined as a branch. It involves the
greatest commitment in capital and managerial effort where the ability to communicate
and control 100% may outweigh any of the disadvantages of joint ventures and licensing.
This type of market entry has the highest risk since it involves the transfer of assets,
management talents, proprietary technology and know-how. It requires high level of
skills to operate and manage another culture with different business practices, labor
forces and government regulations. The degree of risks varies according to the political
and economic conditions in the host country. But BLOM always use this type of market
entry since it gives it total control over strategy, operations and profits.

After allocating our market segments and choosing the suitable positioning strategy, its

time to select the appropriate entry strategy that fits to our marketing strategy. The
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guerrilla tactics approach is applied in Qatar which is a non-aggressive and broad-front
market entry. The breadth of the market will support a broad entry, but the presence of
major competitors calls for an aggressive approach. It is also appropriate for exploration
to determine the markets to focus on later without generating strong competitive interest.
It is the bank’s strategy to use relatively low resources to target the most promising
positions in markets that we have already chosen and to explore monopolized market

segments to focus on later without generating strong competitive interest.

Location

After studying the geography of Qatar and the distribution of its population and the major
concentrated working places it was found that the most suitable place to establish a
branch is the West Bay Lagoon area which is to the north of Doha facing Doha Bay in the
center of the Corniche one of the most popular spots for the residents of Qatar.

The West Bay Lagoon is an up-market residential development consisting of several
hundred building lots sited around an artificial lagoon extending more than 2-kilometer
inland. It is currently witnessing a property development boom with the passing of new
laws allowing expatriates to own freehold property in certain projects in the area, such as
the Lagoon Plaza project and Pearl-Qatar project. (19)

The site where BLOM bank will be located is the Twin

Palm Towers that lies at the heart of the west bay lagoon
downtown surrounded by a large number of city offices

representatives of the most important Qatari and foreign

companies and two streets away from the resident’s area

which is mainly made of Lebanese and Qatari residents. A double floor premise will be
bought in the heart of the tower that fulfils the prestige of BLOM image in Qatar. This
tower consists of two 57-stores office towers as well as a shopping center located near the
Doha Corniche. These impressive towers will contribute to the rapidly-changing skyline
of Doha and it is designed to be a prominent landmark and an icon that would be
instantly recognized locally and throughout the world through its unique structural

concept state of art.
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4.3 Financial Aspects

From an accounting standpoint, a bank’s branch abroad is wholly considered as being an
integral part of its parent company and they do not have separate accounts. Therefore, the
debt generated from the establishment of this branch is tied to BLOM bank’s balance
sheet so that BLOM Qatar gearing is not impaired by this operation. All the funds
required for the start up of the new branch are subtitled as dues from partners in the
balance sheet of BLOM Qatar. A special purpose vehicle (SPV) should be created to take
care of the legal, financial and logistic aspects of the deal and it should be capitalized

with a total of $ 7 million divided as follows:

* A total of $ 5 million is raised against capital which is more than the minimum capital
of $ 3.75 million that should be paid in order to establish a new bank. A deposit reserve
against this capital should be provided through deducting 20% of its profits each year

until 100% deposit against capital reserve is met.

« According to QCB, a license from the Qatar Financial Center (QFC) is required through
submitting application form to conduct financial activities at the regulatory authority. In
addition, all banks operating in Qatar may be subject to other regulations such as the Data
Protection Regulations, Limited Liability Partnership Regulations, AML Regulations and
Employment Regulations. The license should be granted after due diligence conducted by
the QFC and the SPV and the cost of license obtained is $ 50,000 and there is an
application fee of $ 5,000 and an ongoing annual fee of $ 5,000 plus extra expenses of

certain regulations that might be applied. (20)

« Total cost of physical assets which is the cost of premises in the twin tower building at
$ 1.5 million consisting of double floor site plus extra underground parking for
employees and customers.

« Other assets totaling to $ 220,000 such as installations construction, decoration and
equipment. The remaining of the amount capitalized by the headquarters is deposited in

the bank. (Table 12)
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On the other hand, the state of Qatar welcomes new foreign investments through
technology supply, market administration and equity participation. The Government
offers several attractive discount incentives such as:

- A low Natural gas and Electricity prices

- No custom duties and quantitative quotas on imports of machinery and equipment

- No taxes on corporate profits for pre-determined periods

4.4 Job Organization and Description

Banking responsibilities and work activities vary between retail, corporate and
commercial banking. Bankers either work in branches thus dealing with both private and
corporate customers or work in head offices. Managers who have regional responsibilities
adopt a strategic role and delegate supervision of day-to-day operations to staff in the
branch. BLOM Qatar will offer a wide range of commercial and retail banking products
and financial services to corporate and retail customers through a variety of delivery
channels. It will also offer extra services in the areas of investment banking, insurance,
private equity and asset management through its specialized subsidiaries and ensure that
it customers have access to its services at all times.

Most banks, though, retain traditional branch designs, with large teller transaction zones
that divide staff from customers. To gain a more competitive edge in sales, BLOM will
design its premises to make it more open and retail friendly, with specific spaces for
certain types of customers where its branch has a general service and sales area for all
customers as well as exclusive zones for each of the two wealthiest segments; Since
BLOM is the first subsidiary in Qatar, it is considered as a small head office, so the
branch manager’s role is to balance between the branch and head office work. Thus, the
job organization should include departments representing branch operations that pass
through the assistant manager before going to the manager and head office operations
that are directly related to the manager. So the organization plan is divided in the

following way: (Figure 4)



- 46 -

1- Branch Management

The overall management of the branch is based on a qualified Lebanese manager that has
already passed through a manager training program and rotated through all the bank’s
departments in the head office and in the major branches so that he is aware of all the
banking job description ranging among commercial, retail, credit, marketing, operations,

investment, Islamic banking and insurance that are present in the subsidiary.

2- Customer Service Operations
Four customer service operators headed by a head section deals with the major day-to-
day commercial and retail banking operations such as incoming and outgoing transfers,

account opening, domiciliation, loans, cards, follow up and other services.

3- Teller Operations
The tellers deal with cash operations, checks, foreign exchange, and internal transfers of

money. The department is composed of three tellers with their head section.

4- Credit Department

The credit department consists of a credit officer headed by a senior credit officer that
study all the credit files and facilities submitted to the branch with a limit less than 1
million dollars and handles the follow up of credit procedures and limits and makes visits
to the companies for credit assessment. All files exceeding this limit are studied and

approved by the corporate credit department in the main office in Beirut.

5- L/C Department

Two employees issue import/export documentary credit, remittance letters and collection
of documents through the bank’s correspondents around the world and their work is
directly correlated to the L/C department in the head office in Beirut and their risk is
already covered by the credit department.

6- Marketing and Retail Department

This department is made up of two officers and a senior supervisor that makes the
necessary work to attract customers and deposits to the bank and make the essential
market studies to meet the needs of the targeted customers and find niches in the market

and create competitive advantage.
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7- Private and Investment Banking Department

Two offices are specially decorated to meet top-end customer’s needs and offer wealth-
management services, private and investment banking. This department is as an
intermediary to BLOMINVEST in Beirut and its services are mainly for top-end
customers that want to generate extra profits and invest in different projects and financial
products.

8- Islamic Banking Department

An Islamic banking office is ready to offer special Islamic banking services that deals
with the shariaa and guided by Islamic economics especially for customers that prohibits
usury, collection and payment of interest and wants to invest their funds in business that

follows what is known as Islamic laws.

9- Arope Insurance Department
Insurance polices are issued through Arope’s head office in Beirut. These services
include personal, housing and car insurance as well as life insurances and corporate

insurance against theft and fire.

10- Call Center
BLOM Call Center is available to serve customers 24 hours a day 7 days a week through
four double shifts operators that are prepared to answer any inquiry concerning all

products and services and to solve any problem and answer all questions.

As for the other banking and managerial services that are necessary in every bank, they
are controlled from the head quarter in Beirut either by correspondence such as Risk
Management, Treasury, Accounting and Legal issues or through sending personals
periodically to Qatar for Internal Audit or through the internet and LAN connections for

performing IT services, daily backup and updates.
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4.5 Human Resources Management Strategy

There are various approaches to the management and recruitment of employees in
subsidiaries that the companies establish in different countries. Generally, when

companies go international it can apply one of the three different approaches:

- Ethnocentric:

The home country practice prevails with this approach. The headquarter from the home
country makes key decisions, employees from the home country hold important jobs and
the subsidiaries follow the home country resource management practice.

- Polycentric:

Each subsidiary manages on a local basis. A local employee heads a subsidiary because
headquarters’ managers are not considered to have adequate local knowledge.
Subsidiaries usually develop human resource management practices locally.

- Geocentric:

The company that applies the global integrated business strategy manages and staff
employees on a global basis. These people constitute a mobile base of managers who are

used in a variety of facilities as the need arises.

BLOM bank always follows the ethnocentric approach when going regional where the
headquarter develops a managing and staffing approach and consistently applies it
throughout regional subsidiaries. In this approach, the Lebanese cultural values and
business practices are dominant and because of the lebanese high educational level, high
manegerial skills and ability to adapt in the regional cultures, the management assumes
that the home country approach is best and the employees from other parts of the region
should follow it. Managers from headquarters develop practices and hold key positions in
the subsidiaries to ensure consistency. Key management and executive positions are all
filled by Lebanese expertise and few positions are left for Qatari employees to benefit
from the Lebanese experience. (Table 11)

Lebanese managers are witnissing a very high level of success on both manegerial and
financial bases when going regional where they intialize excellent adaptability skills
especially in the arab region and are able to make arab people feel safe and relaxed when

making business with lebanese companies abroad.
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The International Human Resources Management Department

An THRM department has been created in the HR department in Beirut especially to take

care of international HR issues. The basic function of this department is as follows:

- Recruitment and selection:
Is the processes of attracting a pool of qualified applicants for positions available and

choosing the candidate whose qualifications most closely match the job requirements.

- Development and training:

The development insures that trained personnel are capable to fulfil their goals and
contribute to better performance and growth in their work. At the international level, a
specialized training is done to prepare expatriates for assignments abroad and develop a

special group of globally minded managers.

- Performance evaluation:

Performance evaluation is called for when the decisions on work conditions of
employees, promotions, rewards and layoffs are in question. The development intention
is oriented to the improvement of the work performance of employees. Regionally, the
complexity is greater because the organization must evaluate employees from different

countries working in different subsidiaries.

- Remuneration and benefits:

Remuneration of employees has a key role in acquiring new employees. In developing an
international system of compensation and benefits, an organization prepares its salaries to
be competitive within the marketplace, while striving to minimize all expenses and

payroll is one of the largest issues in the finance department.

- Labor relations:
The labor relations function identifies the roles of management and workers in the
workplace. The concept of labor relations varies greatly in different parts of the world

from a formal relationship, sometimes antagonistic or cooperative. (21)
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Qatar Working Conditions

When BLOM Bank sends its employees abroad, it takes over the responsibilities such as
staffing, training and development besides the basic functions of human resource
management. The bank does not deal merely with the selection of the best employees for
work but is also aware of the needs of the whole family that will accompany the
employee. Hence, everything necessary for the journey, including visas work permission

and residence are be provided on time. (22)

- Visa application:

Applications for visas are done through the Qatari Embassy in Beirut based on a formal
offer of employment or upon an invitation. Three types of visas are issued in the embassy
for business purposes, tourism and residency. A residence visa valid for up to 3 years is
granted to persons holding work employment contracts with the ability to bring their
families to Qatar, get an official ID card, a health card, driving license and enroll their
children in schools. A 14 day business visa extendable for up to 3 months is issued to

visitors for business purposes.

- Labor Legislation:

Employment related matters are regulated by the Labor Law No. 3 of 1962 and work
permits may be obtained only by local sponsors or already established companies. Wages
and salaries are normally agreed between the employer and employee and there is no
requirement to pay employees either an annual bonus or a share of profit and overtime
job should be paid at a minimum rate of time and a half. A statutory minimum of two
weeks annual leave is due to employees with less than five years continuous service, after
this period the minimum is four weeks per annum. Staff may be dismissed, provided the
cause is reasonable notice is given and terminal benefits are paid. Government offices are
open from 7:00 to 14:00 hours daily from Saturday to Wednesday. Banks are open from
7:30 to 12:00 noon Saturday to Wednesday and to 11:30 only on Thursday. Commercial
offices working hours vary considerably, but are normally open from 8:00 to 13:00 hours
and from 15:30 to 18:30 hours and during Ramadan, restricted business hours are

observed.
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- Labor Force:

As there is currently a shortage of Qatari labor, there is no obligation to use local
workers; however, it is the policy of government to ensure that Qatari nationals are
employed to the fullest extent possible. There are no restrictions on women employment.
- Housing:

Houses are currently rented by GCC citizens, foreign nationals and expatriates.
Applications for residence permits are made after arrival in Qatar through the
Immigration Department and leases generally run for a period of one year and are
automatically renewed. Currently existing good quality housing includes a wide range of
villas and bungalows located in compounds and high quality apartments with all the
necessary facilities and accommodations. As for schooling, mainly all foreign

communities have established their own schools in Qatar.

4.6 Types of Banking Services and Products Offered

BLOM constantly persuades its frontline staff to think beyond transactions and develop a
strong sales culture which entails comprehensive changes in the way sales are organized,
staff trained and products designed. Because the sales function is central to the way a
business performs, its reorganization is essential for a real cultural change.

Day after day, competition is heating up and banks are busy building their marketing,
sales and distribution skills. But the growth of the simpler lending products has now
slowed down and with interest rates in decline the advantage of sitting on deposits that
bear low interest shrinks day by day. As a result, continuous revenue growth will come
only from deeper market penetration, which means developing and selling more
sophisticated products. However, few institutions have full overview of their relations
with each customer and cross-selling rates in the region are mostly quite low. Banks must
redesign the business processes of their branches to take advantage of IT systems.

BLOM always tries to maximize its diversification of products and services to meet
maximize customer’s satisfaction as well as increase shareholders value. The range of
products and services provided will concentrate on commercial, corporate and retail

banking and should include private, investment, Islamic banking and insurance.
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Commercial Banking

This type of services raise funds by collecting deposits from businesses and consumers
through offering checkable deposits, savings deposits, and time deposits. Through these
deposits, it makes loans to businesses and consumers and offers all types of credit
facilities to companies and supply them with the nesecary banking services such as letter
of credit, letter of guarrentee, bills and overdrafts. It also offers ordinary banking services

such as transfers, domiciliation, foreign exchange, tax payment, and others.

Retail Banking

Retail banking has expanded briskly in the GCC where sustained GDP growth, high
lending margins and a young and growing population ready for consumer loans and
credit cards have persuaded many banks to go beyond corporate banking which made

them earn solid profits. Retail products can be classified as follows:

Personal Loan:

"Kardi" is the personal loan that satisfies all financial needs
ranging from $ 5,000 to $ 25,000. The repayment period can go
up to 36 months at an interest of 9.8% on USD loans. Conditions

vary with a personal guarantee or domiciliation of salary and the

monthly payment must not exceed 30% of the monthly income.

Car Loan:

"Sayarati" is a program for cars available for employees or self-employed.
For a new car, a reimbursement period between 1 and 5 years, with a
down payment at least 10% of the vehicle's value and a flat Interest rate of
6.7%. As for used cars, the reimbursement period is between 1 and 4

years with a 20% down payment and an interest rate of 8.5% flat. A

mortgage on the car and an insurance policy is a must. The monthly

income has to exceed 3 times the monthly payments.
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Housing Loan:

"Darati" helps in financing the purchase or renovation of a house. Repayment
is scheduled from 7 to 15 years for USD where the bank Finances 80% of the
price of the residence with an Interest rate of LIBOR + 5%, with a minimum of

8%. Conditions are a down payment of at least 20% of the price of the

residence, mortgage on the residence and insurance.

Account Saving Products:
"Damanati" is a USD saving program coupled with a life insurance with a face

value that ranges between $ 25,000 and $ 1,000,000. The account will mature at

the age of 60 and the deposits may start from $ 100 per month with an age
between 18 and 55 years.

"Waladi" is a saving program coupled with a life insurance that ensures child’s
education or any other needs. The monthly deposit starts at $ 75 | and savings

1 day and 15

can reach up to $ 75,000 at maturity. The child can be between |

years old and the account will mature when the child reaches the age of 18.

Cards:

BLOM offers a wide range of electronic Visa and Master cards that meet the needs of all
segments. These cards can be classified as direct cards linked to the current account and
credit cards with a pre-approved credit limit.

Direct cards come in Mini, Classic, Gold, Platinum, Black, Corporate and Internet to
satisfy all preferences. The Mini card is a prepaid rechargeable visa card for anyone who
is 12 years old and above and has the advantage of an internet companion. Visa Classic,
Gold and MasterCard Gold holders can pay for goods at any shop in the world and
withdraw cash at any ATM with a limit of $ 10,000. Visa Platinum is designed especially
for privileged customers and Visa Black Platinum is a membership by invitation only
with a distinctive 24-hour concierge service and a spending limit of at least $ 20,000 and
above per month. Visa corporate is a card offered to company’s employees and managers
that are traveling abroad and in need to link their expenses directly to the company’s

account. Visa Internet card is dedicated to Internet users with a low spending limit.
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As for Credit card, Visa Card offers a monthly revolving credit line conditioned by a
salary domiciliation at the bank and a limit of up to three times the salary with a
maximum limit of $ 10,000 at the rate of 1.35% per month.

On the other hand, MasterCard presents the titanium card that offers a revolving line of
credit up to $ 30,000. It offers tailor-made benefits and includes a 45-day grace period at
an interest rate USD of 1.5%. The card offers priority pass membership that allows you to

access airports VIP lounges around the world.

Private and Investment Banking

Private banking services are extended to clients through both the investment-banking arm
BLOMINVEST bank and the Geneva-based affiliate BLOM bank Switzerland. These
services include Investment consulting, term deposits in all major currencies, portfolio
management, fixed income securities, stocks trading on BSE and mutual funds.

BLOMINVEST bank also provides comprehensive investment services through
specialized medium and long-term investments designed to participate in the active
development of Lebanese capital markets and forges a link between the Lebanese market
and foreign institutional investors. These Services include Project Finance, treasury and

capital markets services asset and portfolio management.

Islamic Banking

Islamic banking refers to a system of banking which is consistent with Islamic law
"Sharia" principles and guided by Islamic economics. In particular, Islamic law prohibits
the collection of interest, also commonly called "Riba" in Islamic discourse and the

obligation to lend at a low interest rate.

Insurance

Arope Insurance offers a growing selection of products to fit the diverse needs of all
customers. Every policy is backed by over three decades of experience and a renewed
commitment to delivering the industry’s best customer service. The types of insurance
polices include Life insurance, personal accidents, Medical insurance, Motor insurance

Cargo insurance, Property insurance and Travel insurance.
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Chapter 5

CONCLUSIONS AND RECOMMENDATIONS

This study of strategic market entry covered all types of strategic, financial, risk, and
legal aspects in both qualitative and quantitative way. The banking performance
indicators showed remarkable figures that it could be interesting to perform quantitative
questionnaires with the head office to investigate the findings and conclusions discovered
in this study. This could bring the research further and see if the opinions found are
something that is general opinions of the management.

In the last five years, Qatar has taken steps to liberalize its trade and investment climate
by providing foreign investors more opportunities and incentives. In the next ten years, it
is estimated that Qatar will invest over $120 billion dollars in the development of the
energy and industrial sectors and $50 billion in roads, infrastructure development,
housing and real estate, health and medical projects.

The 2006 results for the Qatari banking sector showed another record year, with net
profits increasing by 101.8% to reach $ 1.29 billion. Total Assets increased by 38.1% to §
35.15 billion, Customer Deposits rose by 34.2% to $ 24.85 billion, Loans and Advances
increased by 37% to $ 19.96 billion, and Shareholders’ Equity grew by 50.9%. Other key
performance ratios indicated a return on average assets of 4.27%, return on average
equity of 24.0% and loans and advances to customer deposits ratio of 79.8%.

During the work with this study we have found some ideas that could be interesting for
further research. One suggestion is to continue this study by investigating how different
banks are developing their marketing mix approach in Qatar and how other banks might
work differently in the development of their banking services.

A further suggestion for additional research could be to study how the targeted segments
could respond to the type of products offered through asking; what was the outcome? Did
it give possibilities for new business opportunities? Did the bank make profits from its

new segments?
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Another main issue, Islamic and investment banking is spreading well beyond its initial
markets in Qatar and multinational banks are creating their own Islamic and investment
wings. BLOM should ride the newly formed wave and work on establishing a subsidiary
for BLOM development bank and BLOMINVEST and make significant inroads to set up
a fully compliant Islamic and investment branch due to its high growth potential and
popularity.

The last suggestion that we can give is to compare the output of BLOM Qatar with
respect to other subsidiaries in the GCC area so that it becomes the head office an
operation controller of the whole GCC in the incoming future thus controlling all the
commercial, retail, private, Islamic and insurance operations in the region.

As for limitations, there are some threat barriers that can shut down the strategic window
in Qatar. In the Lebanese market, the deterioration in the political situation in Lebanon
can lead to a civil war and thus leading to the flow of capital and funds from Lebanese
banks to foreign banks due to risks of bankruptcy and devaluation of the Lebanese pound
which will put the bank in a bad financial situation thus decreasing its profits and
preventing it from initiating a new branch abroad. The other main barrier is related to a
change in the decision making strategy of the bank’s management through replacing this
project by a riskier market entry plan to North African countries such as Algeria and
Sudan which still encounter underdeveloped banking status and will provide larger
market share and higher profits to the bank thus incurring higher return for higher risk
exposure.

As for threats in the host country, there could be some legal barriers such as forbidding
foreign banks from entering to Qatar through stopping all new licenses due to the
concentration in the market thus preventing of foreign banks from taking market share
from local banks. There is also a political risk barrier regional political instability which
will have a negative effect and stop the economic wheel and projects in the whole region
and leading to a recession in the GCC.

A major challenge facing the bank in launching this new branch is the prediction of the
rate of development, size of the emerging market and the strategies that are most
effective in such a market. In this study, performance as an integrative outcome involves

the strategic and financial aspects. Strategic outcomes are measured by the level of
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fulfillment of strategic goals, increase of market share and achievement of competitive
advantage over rivals while financial aspects are measured by the level of growth in
profits, total assets and deposits. It is clear that, for this kind of research, a longitudinal
design is superior to capture trends in host and home countries, as well as in companies.
Conducting systematic survey in the future is very important. It must be at least two years
between surveys so that considerable changes can occur in host country environments
and company performance outcomes.

The bank implemented strategy should be to gain market share through developing retail
and corporate lending and targeting the growing private and investment banking business.
A major risk in its regional expansion is the possible inability for branding and risk
management and this will be the biggest test for management. The highly qualified
management team of BLOM Bank should push the new branch to outperform the market
in Qatar. The bank should retain a leading position in the retail banking through
launching new retail products to target both professionals and self employed. This will
include cards with co-brands, and enhancing the distribution networks such as the
merchant acquiring of selected retailers and the attraction of car dealerships for car loans
and this should allow BLOM to grow successfully over the next incoming years. We are
particularly optimistic about the regional banking integration drive that is taking place in
the region as it will allow the bank to succeed in being more diversified, larger and

smarter.
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APPENDIX A: List of Tables

Tablel: Market Entry Strategy - Decision Formulation Chart

APPENDICES

DECISION BLITZKRIEG | CAVALRY STRIKE GUERILLA
FACTORS ENTRY CHARGE FORCE TACTICS
1. MARKETCONDITIONS
AOSTILE () Q) () )
ENTGN () () Q) Q)
BOUNTIFUL () () Q) ()
SPARSE Q) Q) +) Q)
2. COMPANY RESOURCES
AMPLE (+) (+) (_) (.)
RESTRICTED Q) () () ()
CRITICAL MASS NEEDED (+) (+) (_) (_)
3. DIVERSITY
GREAT (POOR FIT) (_) (_) (+) N
SMALL ( GOOD FIT) (+) (+) (_) N
4, COMPANY CULTURE
RSKAVERSE Q) Q) () ()
EXPERIMENTAL (+) (+) (+) (+)
5.MARKET LIFE CYCLE
EARLY STAGE (_) (_) (+) (+)
DEVELOPED STAGE (+) (+) N N
MATURE STAGE (_) (_) (+) (+)
6. MARKET SALIENCY
HIGH TO ENTRY FIRM (+) (+) N N
LOW TO ENTRY FIRM (_) (_) (+) (+)
7. THREAT TO EXISTING
CUSTOMERS
Low (+) +) N N
HiGH ) ) ) (O]
8. PROPRIETARY
PROTECTION
STRONG ) ) ) )
AR - ) ) )
(+) = Appropriate / Necessary (-) = Not Appropriate / N = Neutral
Strategy Not Necessary




Table 2: Credit Facility by Economic Sector (2002 —2006)

(@D | am 00 I 000
Public 18,815 19,032 18,470 18,650 21,637
WMarchendiee 4726 5532 6,116 8,184 11,553
Industry 37 760 1,062 2419 2,078
Land, Housing & Gonetruction 1,287 3,327 5712 8,541 15,745
Pereonal 9,640 11,306 14,085 24,731 35,177
Senvices §12 1,885 2,383 2,042 7,246
Others 1,750 437 465 200 1,437
Totz! Domoctic Credit 35,857 43,346 45204 67,357 04,773
Qutside Qster 247 442 1,188 2,388 7,775
Source: Qatar Central Bank
Table 3: Consumer Price Index
2004) 2005} i F200¢)

QroupetotiCommoditieatand pel .l:. o) i o)
Services) 1 incie X [ndex I Change
Feod, Beverages and Tobeooo 104.22 3.33% 107.48 3.13% 115.35 7.33%
Germents and Fostwear 104.60 8.10% 101,81 -267% 114.48 12.43%
Housing 13065  1622% 17612 26.25% 221,94 25.87%
Z‘;:::\':'e:m““ and Home 101.01 3.35% 10667 487% 110.87 394%
Madicel Gare and Medizal Services 95.03 1.42% 10334 4.48% 104.55 1.17%
Transpert and Communiceticns 95.98 3.66% 09.70 3.88% 101.56 1.87%
Educaticn, Culture and Recreaticn 102.27 2.94% 102.16 -0.10% 104.53 2.32%
Miscellaneous Gacds and Servioss 11034 1% 11480 412% 130.51 13.60%
Qeneral index 100.48 6.80% 119013 8.81% 13323 11.84%

Source: Qatar Planning Council




Table 4: Rankings and Market Share by Total Assets of All Qatari Banks

2004 2005
Volume Market Volume Market
U_S$ '000 ﬁ@ % Ranl( I&S '000 sl_tare %% Rank
Qatar Naticnal Bank 10,823,660 427 1 13,752,790 39.4 1
Commerciai Bank of Qaiar 3,540,705 140 2 6,093,830 173 2
Coha Bank 3,606,637 18 3 4,184,129 119 3
Qatar Istamic Bank 2,111,821 83 4 2,624,054 15 4
Qatar Intemational Istamic Bank 1,363,277 54 5 1,740,562 50 S
Ahli Bank (QSC) 1,173,164 486 6 1,698,086 48 6
HSBC Bark Kiddle East Linited (Qatar Brat 845,519 33 7 1,373,798 39 7
Intematicnal Bank of Qatar 549,398 22 9 1,280,266 36 8
Arab Bank Lid (Qatar Branch) 585,171 23 8 773,868 22 9
B N P Parbas {Qatar Branch) 453,385 1.8 10 527,510 15 10
MashreqBank (Qatar Branch) 347.287 4 12 515972 15 i
Standard Chartered Bank (Qatar Branch) 382319 is il 396,564 14 12
United Bank Limited (Qatar kranch) 85,548 03 13 111,104 03 13
Bank Saderat Iran {Qatar Branch) 72725 02 i 74,220 02 14
Total Qatar Banks 26,340,608 100.0 35,146,773 100.0
Source: Qatar Central Bank Publications and Statistics, Banks Ranking Report
Table 5: Rankings and Market Share by Loans and Advances of All Qatari Banks
2004 2005
Volume Market Volume Market
Uss ‘000 ____share % Bgnk Uss ‘000 share % Rank
Qatar Naticnal Bank 7,264,165 50.2 ] 8,647,665 433 1
Commerciai Bank of Qatar 1,830,149 126 2 2,990,148 150 2
Coha Bank 1,480,308 10.2 3 2,278,769 14 3
Qatar Islamic Bank 1,156,237 80 4 1,640,907 82 4
Aht: Bank (QSC) 392,792 27 7 958.830 48 S
Qatar Intemational Isiamic Bank 710,187 49 5 933.128 47 6
HSBC Bank Middle East Linited (Qatar Brat 443457 3 € 626.765 3 7
Intematicnal Bank of Qatar 274.620 1.9 9 617,085 34 8
Arak Bank Ltd (Qatar Branch) 293,532 2.1 8 482372 24 )
B N P Parbas (Qatar Branch) 184,727 i3 it 255,695 13 10
MashreqBank (Qatar Branch) 180,798 i3 i0 254,074 13 1
Standard Chartered Bank (Qatar Branch) 167,247 12 12 161.101 08 12
United Bank Limited (Qatar kranch) 39416 03 14 69.418 03 i3
Bank Saderat lran (Qatar Branch) 50.114 0.2 13 45,044 02 14
Total Qatar Banks 14,482,749 100.0 19,981,001 100.0

Source: Qatar Central Bank Publications and Statistics, Banks Ranking Report



Table 6: Rankings and Market Share by Total Deposits of All Qatari Banks

2004 2005

Volume Market Volume Market

US$'000 __share % Rank Us$ 600 share % Rank
Qatar Naticnal Bank 8,727,257 433 1 10,723,554 43.2 1
Commerciat Bank of Qatar 2483113 138 3 4,085.125 16.3 2
Doha Bank 2,523,091 14.0 2 3,408,724 137 3
Ahli Bank (QSC) 310,345 50 4 1,365,878 55 4
HSBC Bank Middle East Limited (Qatar Bre 717,154 40 5 1,183,370 48 5
Intemational Bank of Qatar 436612 24 7 1,015.680 4.4 8
Arab Bank Lid (Qatar Branch) 510,509 28 6 651,195 28 7
Qatar Islamic Bank 369.107 20 9 614,957 25 8
Qatar Intenational Is'amic Bank 236.264 18 i1 434223 19 9
B N P Parbas (Qatar Branch) 411,473 23 8 473,144 19 i0
MashreqBank (Qatar Branch) 249219 14 i2 401,792 16 1
Standard Chartered Bank (Qatar Branch) 319.595 18 0 317.867 13 12
United Bank Limited {Qatar branch) 66,007 04 13 87.475 04 13
Bank Saderat fran (Qatar Branch) 54,740 03 14 53,689 02 14
Total Qatar Banks 18,073,186 100.0 24,847,713 100.0

Source: Qatar Central Bank Publications and Statistics, Banks Ranking Report
Table 7: Rankings and Market Share by Total Profits of All Qatari Banks
2004 2005

Volume Market Volume Market

Us$ 000 share % Rank Uss ‘000 share % Rank
Qatar National Bank 222851 353 1 415330 322 1
Doha Bank 99,595 158 2 216.998 1638 2
Commercia! Bank of Qatar 86,274 137 3 205,912 16.0 3
Qatar Islamic Bank 79,236 128 4 140,454 109 4
Qatar Intemational lefamic Bank 22,657 36 6 127,919 99 5
HSBC Bank Middle East Lintited (Qatar Brai 36.217 57 5 49,088 38 6
Ahli Bank (QSC) 22,130 35 7 38,289 30 7
Intemational Bank of Qatar 8853 14 11 24738 19 8
Standard Chartered Bank {Qatar Branch) 14,530 23 9 20,601 16 9
MashreqBank (Qatar Branch) 15,384 24 8 7,228 1.3 i0
Arab Bank Ld (Qatar Branch) 13,750 22 10 16,740 13 ]
B N P Parbas (Qatar Branch) 4171 07 12 7,790 06 12
United Bank Limited (Qatar branch) 2,982 05 13 4573 04 13
Bank Saderat Iran (Qatar Branch) 2378 04 14 3,020 02 14
Total Qatar Banks 630,994 100.0 1,238,656 100.0

Source: Qatar Central Bank Publications and Statistics, Banks Ranking Report



Table 8: Economically Active Population by Economic Activity

| Gy N N
Agrizulture, Huntirg & Forestry 0,044 10,200
Fishing 1308 1,826
Miing end Quarmrying 0,364 17,667
Manufazturing 24,143 40,039
Eleztricity end Gas 3.208 4,3%54
Cceestruztion 56,106 117049
Whelegale and Retel Trad= 30,622 64,433
Hotels and Resteurents 8.065 10,230
Trangpart, Ccmmunizaticn & Storaz2 814 15.218
Financial Intermediation 3.0e¢ 4,766
Red Estate, Renting and Ralated Activitize 4,644 11,889
Public Admiristration 49,873 63,433
Ed.ation 13.854 19.877
Healih and Social Week 5,434 11,564
Other Community Scial Senioss 7.665 10130
Ocmestic Senices 45,100 £3,3%6
Extra-tenitonial Orgerisaticns end Badiss 585 1171
Others 225 -
Total 280,122 437,561

Source: Qatar Planning Council

Table 9: Population by Age Groups and Gender, 2004 Census

= :[ e W
0-4 30,069 28482 58,548
5-9 28,420 27,814 68,234
10-14 28,687 26,149 52,858
15-19 2187 20.004 42,191
20-24 59.885 19,671 59.567
25-29 50,477 24,576 84,083
30-34 66976 27853 94,800
35-33 61,824 23773 85,397
40-44 58,617 19.260 75877
45-49 46.455 12,631 50,112
50-54 2073 7815 37,353
55-59 15,771 4,104 19,875
60l 9.573 3,953 13,438
70 + 2,539 1,935 4,734

! Total 496,382 247,647 ) 744,029

Source: Qatar planning Council



Table 10: Economically Active Population by Employment Status

T we ] |
Males Females Total Males Females Total
Empleyer 1,438 38 1477 2832 61 2,893
Oan Account 2139 8 2,187 1,882 22 1,904
Employes 238,645 37,620 267,285 368,129 86375 432,504
Other 163 30 103 180 0 180
Toted 242,385 w13 280,422 M 644 3760

Source: Qatar Planning Council

Table 11: Employing Expatriates in International Subsidiaries

Advantages

Disadvantages

Cultural similarity with parent
company ensures transfer of
business and management practices

Permits  closer  control and
coordination of international
subsidiaries

Gives employees a multinational
orientation through experience at
parent company

Establishes a pool of internationally
experienced executives

Creates problems of adaptability to
foreign environment and culture
Increases the “foreigness” of the
subsidiary

May involve high transfer and
salary costs

May result in personal and family
problems

Leads to high failure rate

Has disincentive effect on local-
management morale and motivation
May be subject to local government
restrictions

Source: Gomez-Mejia, Balkin, Cardy, 1995




Table 12: Branch Items Price List

Type Cost/Unit | No of Units Cost
A/C $15,000 2 $30,000
ATM $13,000 2 $26,000
Attendance Machine $1,500 1 $1,500
Calculator $80 20 $1,600
Camera $15,000 2 $30,000
Cash Box $60 6 $360
Chair $50 26 $1,300
Check Encoder $900 1 $900
Chub $1,400 6 $8,400
Computers + Programs $1,000 25 $25,000
Decoration $25,000 1 $25,000
Electric Generator $20,000 1 $20,000
Electricity Instaliments $6,200 $6,200
Guest Chair $60 30 $1,800
Kitchen & Accessories $900 1 $900
Carpets $4,000 1 $4,000
Metallic Filing Drawer $200 1 $200
Money Counter $1,400 3 $4,200
Office Manager $7,000 1 $7,000
Office Supplies $25 25 $625
Photocopy $2,000 2 $4,000
Printer $120 6 $720
Printings $5,000 2 $10,000
Room Safe Door $5,000 1 $5,000
Shredder $900 1 $900
Sign Board $1,500 1 $1,500
Sofa Seats $140 3 $420
Telephone $15 28 $420
Telephone - Central $850 1 $850
Telephone - Fax $300 3 $900
Total $219,695

Source: BLOM Administration Department
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Figure 2: BLOM Awards for 2007
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Figure 3: Distribution of Qatar Credit Fac

ilities
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Figure 4: BLOM Qatar Organization Chart
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APPENDIX D: Foreign Investment Law

Qatari Law No. (13) for the year 2000 for the Regulation of Foreign Capital Investment
in Economic Activity. The following is an English translation of the official Arabic text
of the new Qatari legislation regarding foreign investment as prepared by Al-Kaabi
Lawyers and Legal Consultants in Doha.

We Jassim Bin Hamad Al Thani, Deputy Emir of the State of Qatar

Having perused the temporary amended constitution, particularly Articles (22), (23), (34)
and (51) thereof,

And the Commercial Companies Law No. (11) for the year 1981 as amended by Law No.
(9) for the year 1998

And Customs Law No. (5) for the year 1988 and the laws amending it.

And Law No. (25) for the year 1990 regulating non-Qatari capital investment in
economic activity, as amended by Law No. (9) for the year 1995.

And Law No. (11) for the year 1993 concerning income tax.

And Law No. (22) for the year 1993 regulating the Ministry of Finance, Economy and
Commerce and defining its powers.

And upon the proposal of the Minister of Finance, Economy and Commerce.

And the draft law submitted by the Council of Ministers.

And having consulted the Advisory Council.

Have promulgated the following law:

Definitions

Article |

In the implementation of the provisions of this law, the following words and phrases shall
have the meanings shown against each of them, unless the text indicates otherwise:

The Ministry: Ministry of Finance, Economy and Commerce

The Minister: Minister of Finance, Economy and Commerce

Foreign Investor: Non-Qatari persons, whether natural or juristic, who invest their monies
in any of the projects in which direct investment is permitted by the government in
accordance with provisions of this law. Invested Foreign Capital: What is being invested
by foreign investors in cash or in-kind, monies or rights having financial value in the
State of Qatar, including:

1. Cash remitted into the country through banks and licensed financial companies;

2. Assets in kind imported for the purpose of investment in accordance with the
provisions of this law;

3. Profits, revenues and reserves emanating from investing the foreign capital in the
project, whereby the capital of that project has been increased, or if invested in any of the
projects permitted by the provisions of this law;

4. Intangible rights such as licenses, patents and trademarks registered in the State;
Foreign Investment: Foreign capital invested in any of the activities permitted in
accordance with the provisions of this law;



The Investment of Foreign Capital

Article 2

1. Subject to Clause (3) of this Article, foreign investors may invest in all sectors of
national economy provided they have one or more Qatari partners whose share shall not
be less than 51% of the capital, and the company is incorporated in a correct manner in
accordance with the rules of law.

2. It is however permissible, by a decision from the Minister, for foreign investors, to
exceed the percentage of their participation from 49% to 100% of the project’s capital in
the sectors of agriculture, industry, health, education, tourism and the development and
exploitation of natural resources or energy or mining, provided it is in conformity with
the development plan in the state. Preference to projects that achieve the optimum
exploitation of locally available raw materials, export industries or those providing a new
product or using modern technology, in addition to projects that assist in residing
internationally famous industries and projects that give attention to national manpower
and its rehabilitation.

3. It is prohibited for the foreign investments referred to in the two previous Clauses to
invest in the fields of Banking, Insurance Companies, Commercial Agencies and the
purchase of real estate.

Article 3

The Minister may, after consulting the relevant authority, authorize foreign companies
which are engaged in contracts in the state, to perform such contracts if they facilitate the
performance of a public service or utility.

Article 4

Where no specific provision is provided for this law, the provisions of the laws prevailing
in the state must be followed with regard to the foreign investor obtaining the necessary
licenses to engage in any of the activities in which he is authorized to invest.

Investment Incentives

Article 5

Necessary land must be allotted to any foreign investor establishing his investment
project, through long term lease for a period not exceeding (50) years, renewable.

Article 6

Foreign investor may import for his investment project, what ever is required for the
establishment operation and expansion of the project, in accordance with the laws
prevailing in the state.

Article 7

The Ministry may:

1. Exempt the foreign capital invested in the fields provided for in Article (2) of this law
from income tax for a period not exceeding ten years from the date of operation of the
investment project.

2. Grant foreign investment projects customs duties exemptions with regard to imported
machinery and equipment necessary for its establishment.



3. Grant foreign investment projects in the field of industry, custom duties exemption
with regard to primary or semi-manufactured materials necessary for production not
available in local market.

Article 8

1. Foreign investment shall not be subject, whether directly or indirectly, to expropriation
or any other action with similar effect, unless it is for public benefit and done on a non-
discriminating basis against quick and adequate compensation in accordance with legal
procedures and the general principles provided for in Clause (2) of this Article.

2. Compensation shall be equivalent to the real economic value of the investment that has
been expropriated at the time of expropriation or at time of the announcement relating
thereto, and it shall be determined in accordance with normal economic situation prior to
any threat of expropriation, and the due compensation must be paid without delay, and
shall be freely transferable. The compensation aforesaid will carry interest at the
prevailing rate in the state until the date of payment.

Article 9

1. Foreign investors have the freedom to transfer investments to and from abroad without
delay, such transfers include:

I - Investment returns;

11 - The proceeds of sale or liquidation of all or part of the investment;

I1I - The proceeds of monies resulting from settling investment disputes;

IV - The compensation provided for in Article (8) of this law.

2. Transfer of funds into any convertible currency shall be at the exchange rate prevailing
on the date of transfer.

Article 10

A foreign investor has the right to transfer his investment to another foreign investor or to
a Qatari citizen, or to relinquish the same to his Qatari partner in the case of partnership,
provided it is carried out in accordance with the prevailing laws and regulations.

In aforesaid cases, the investment shall continue to be treated in accordance with this law,
provided the new investor continues to work in the project, and who shall replace the
previous investor in rights and obligations.

General Provisions

Article 11
Any dispute arising between the foreign investor and others may be settled through an
international or local arbitral panel.

Article 12

The provisions of this law shall not apply to:

1. Companies and individuals to whom the state entrusts the task of extraction,
exploitation or management of natural resources by virtue of a concession or special
agreement, to the extent which does not contradict what is provided for in the concession
contract or any special agreement.

2. Companies incorporated by the government or in which the government and other
public corporations or departments participate in association with foreign investors in
accordance with Article (9) of the commercial company’s law referred to above.



Article 13

The foreign investor must protect the environment from pollution, and must abide by the
laws, regulations and directives relating to public security and safety, and must refrain
from any act which might infringe the state’s public order and public morals.

Article 14

The provisions of this law shall not prejudice the benefits and tax exemptions and any
other guarantees and incentives awarded to the companies and firms existing at the time
when it shall come into force. Such companies and firms shall continue to retain those
benefits, exemptions, guarantees and incentives in accordance with the legislation,
agreements and contracts they are derived from Penalties and Final Provisions

Article 15 :

The Ministry shall notify the foreign investor if he contravenes any provision of this law
requiring him to rectify such violation within a period not exceeding three months from
the date of notification.

Article 16

Without prejudice to any more severe penalty stipulated in any other laws, any foreigner
who practices an economic activity contrary to the provisions of this law shall be
punished by a fine of not less than fifty thousand Riyals and not exceeding one hundred
thousand Riyals. Additionally, any citizen who participates with a foreigner in such
activity shall be subject to the same punishment.

Article 17

The technical staff of the Ministry delegated by the Minister shall have the capacity of
legal seizure officers, to investigate and identify crimes committed in contravention of
the provisions of this law and the implementing decisions thereof. They have, in this
respect, the right to access premises and firms subject to this law and to inspect and
examine their documents and records.

Article 18
Law No. (25) for the year 1990 referred to above shall be repealed.

Article 19
The Minister will issue bills and decisions necessary to execute the provisions of this law,
including determining the fees.

Article 20
All parties concerned, each in its own competence, shall execute this law, and it will
come into force from the date of its publication in the official Gazette.

Jassim Bin Hamad Al Thani
Deputy Emir of the State of Qatar
Issued at Diwan Amiri

On: 19.07.1421

Corresponding to: 16.10.20
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