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Business Confidence Indicators

in the Kingdom of Bahrain
Fourth Quarter of 2020

o>
R

The Survey Results of the
Quarterly Business Perception Surveys (QBPS) Series?

Business Confidence Index (relative to baseline Q1 of 2017)

Q3 of 2017 Q4 of 2017 Q1 of 2018 Q2 of 2018 Q3 of 2018 Q4 of 2018 Q1 of 2019 Q2 of 2019 Q3 of 2019 Q4 of 2019 Q1 of 2020 Q2 of 2020 Q3 of 2020
Q2 of 2017- —Q4 of —-Q1of -Q2of —-Q3of — Q4 of —-Q1of —-Q2of —-Q3of — Q4 of —Q1lof -Q2 of —-Q3of — Q4 of
Q3 of 2017 2017 2018 2018 2018 2018 2019 2019 2019 2019 2020 2020 2020 2020

106.69 10318 10135 10283 10267 10220 10008 10017 10041 10011  99.92 9717

English Version | October 2020

1 The Quarterly Business Perception Survey Series conducted by the Information & eGovernment Authority is part of the Foreign Investment Surveys
conducted in collaboration with the Central Bank of Bahrain and the Ministry of Industry, Commerce and Tourism. For the purpose of this series Q1 refers
to the Jan/Feb/Mar quarter, Q2 (Apr/May/Jun), Q3 (Jul/Aug/Sep), and Q4 (Oct Nov Dec).
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/ Business Confidence Summary for Q4, 2020 \
o Both Situation Balance in Q3 of 2020 and Expectation Balance for Q4 of 2020 decreased, are the primary reasons for

the dropping in the Bahrain Business Confidence Index on Business Performance to 83.05 for Q4 of 2020. The index
decreased 3.92 points compared with Q3, 2020 and is 17.06 points lower compared with the same period in 2019.
o Business Confidence for quarter approached a negative 17.4 for the second time since the compilation series.
o The Business Performance Outlook, for Q4 of 2020, stood at negative 8.5 points, which is 10.7 points lower than the
2.2 points recorded during the previous quarter, and 38.7 lower than 30.2 points during the same period in 2019.
o Around 24.7% of the business establishments expect favorable performance of their businesses in Q4 of 2020, with
33.2% expect unfavorable business performance and 42.1% expect normal or stable business performance.
The Highest Business Confidence on Business Performance was reported for those engaged in Financial Non-Banks.
Large establishments (with 101 or more employees) reported the highest Business Confidence.
The highest Business Confidence was observed for establishments with turnovers of BHD 1 to 3 million.
kEstablishments with both inward and outward foreign investments (investments abroad) were the most conficle)

o O O

(@)

on business performance.

The Quarterly Business Perception Surveys are aimed at establishing Bahrain’s business confidence
indicators on the current situation and the expectation of existing businesses operating in the Kingdom of Bahrain,
which will be useful for current and future investors, statistics stakeholders, and policy and decision-makers. The
indicators are provided for the economy in general, and based on the size of establishments, annual turnover, and
industry, as well as type of investments.

1. Evolution of the Bahrain Business Confidence Index (BCl) on Business Performance through iGA Surveys

General Index for Situation | Expectation | Business Confidence I?ufi:es: ionflidegfefl;m(ﬂ?)(
. . relative to baseline Q1 o
Business Performance Balance Balance (Business Performance) (BCI)
Q3 of 2020 — Q4 of 2020 -25.8 -8.5 -17.4 83.05
Q2 of 2020 — Q3 of 2020 -19.1 2.2 -8.8 86.97
Q1 of 2020 - Q2 of 2020 4.6 23.1 13.7 97.17
Q4 of 2019 —Q1 of 2020 12.5 27.2 19.7 99.92
Q3 of 2019 — Q4 of 2019 10.6 30.2 20.2 100.11
Q2 of 2019 - Q3 of 2019 11.3 30.8 20.8 100.41

BClI scores are classified as BCI < 100 (negative business expectations), BCI = 100 (stable business expectations) and BCI > 100 (positive business expectations).

The negative 5.5 points business performance outlook of establishments for Q4 of 2020 is lower than the
expectations in Q3 of 2020 by 10.7 points, while the negative 25.8 points Situation Balance for Q3 of 2020 is lower
than the Q2 of 2020 figure by negative 6.7 points. The overall Business Confidence on Business Performance for
Q4 of 2020 decreased to negative 17.4 points, which is 8.6 less than previous quarter’s negative 8.8 points.

Q3, 2019 SITUATION  Q4, ZOIJ?ZSIS'I'OUATION Q1, 2020 SITUATION  Q2, 2020 SITUATION  Q3, 2020 SITUATION" Q4, 2020 EXPECTATION
10.60 )

4.60

1

-8.49

-19.10

-25.83

Current and Previous Business Confidence Index (on Business Performance)
The BCl is 83.05 for the 2020-Q3 situation and 2020-Q4 expectation. This 2020 Q4 outlook went down by
3.92 points compared to the previous quarter’s BCl relative to the baseline (Q1 of 2017) which indicated a quarter-
to-quarter decrease of 4.51%. The current BCl is also 17.06% less than the previous period in 2019.

Previous Period Previous Quarter Current Quarter
Bahrain Business Confidence Index 100.11 86.97 83.05
Rate of Change in relation to Previous Quarter -16.99 -10.50 -4.51

|;| Bahrain Quarterly Business Confidence (2020 Fourth Quarter) 2
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2. Opinions regarding Q4 of 2020 (Expectations or Business Performance Outlook)

Around 24.7% of the establishments expect favorable performance of their businesses during Q4 of 2020 and
42.1% expect stable or normal business performance. The remaining 33.2% consider that business performance
will be unfavorable. An increase of 17.1 points for pessimists or establishments who perceive unfavorable
business performance was observed. A decrease of 14.6 points for establishments who expect favorable or
optimistic operations for Q4 of 2020 compared to previous quarter.

The Expectation Balance (business outlook) includes the difference or balance between the percentages of
favorable and unfavorable responses about the next quarter.

The Expectation Balance recorded negative 8.5 points for Q4 of 2020, decreasing by 31.6 compared to Q3 of
2020. The Expectation Balance is also 39.3 points lower than that of the same period in Q4 of 2019.

Opinions on Q4 of 2020 (Expectations/Business Outlook on Performance) — Bahrain, iGA 2020

Period Optimistic (+) Neutral/Stable/  Pessimistic (-) (Optimistic.- Pessimistic)
Favorable (%) Normal (%) Unfavorable (%) Expectation Balance
Q4,2020 24.7 42.1 33.2 -8.5
Q3,2020 30.9 40.4 28.7 2.2
Q2,2020 39.3 44.6 16.1 23.1
Q1,2020 41.3 44.6 14.1 27.2
Q4,2019 41.8 46.6 11.6 30.2
Q3,2019 40.8 49.1 10.0 30.8
Q2,2019 38.4 52.5 9.1 29.4
Previous Period Previous Quarter Current Quarter
EXPECTATIONS FOR 2019 FOURTH EXPECTATIONS FOR 2020 THIRD EXPECTATIONS FOR 2020 FOURTH
QUARTER QUARTER QUARTER

m Optimistic(+) Fvorahle (%) W Optimistic(+) Favorable (%)

W Optimistic(+) Favorable (%)
® Neutral/Stable/Normal (%) M Neutral/Stable /Normal (%) ® Neutral/Stable/Normal (%)
® Pessimistic(-) Unfavorable (%) W Pessimistic(-) Unfavorable (%) M Pessimistic(-) Unfavorable (%)

Expectation Balance of Business Confidence on
Business Establishments Performance in Bahrain — iGA 2020

Q2,2019 Q3,2019 Q4,2019 Q1,2020 Q2,2020 Q3,2020 Q4,2020

30.8 30.2
29.4 272

23.1

2.2

|;I Bahrain Quarterly Business Confidence (2020 Fourth Quarter) 3
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3. Opinions on Q3 of 2020 (Situation or Current Business Performance)

Approximately 16.6% of the establishments expressed a favorable opinion regarding the actual performance
of their businesses during Q3 of 2020. In turn, 42.4% had an unfavorable opinion and 41.0% reported stable or
normal business performance situations in the third quarter of 2020. The number of optimistic establishments
with favorable operations for Q3 of 2020 decreased at 16.6 compared with Q2 of 2020, while the number of
establishments who experienced unfavorable operations increased by 6.7%. Compared to the same period in
2019, the survey reveals fewer establishments reported higher perceived favorable business performance
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situations in Q3 of 2020 and more establishments perceived experiencing unfavorable operations.

The Situation Balance (current Situation) is the difference or balance between the percentages of favorable and

unfavorable responses observed during the last quarter.

The Situation Balance for Q3 of 2020 was negative 25.8 points, lower by 6.7 points than the previous quarter’s
Situation Balance of negative 19.1. The Situation Balance is also 36.4 points lower than in the same period in

2019.

Opinions on Q3 of 2020 Situation/Current Performance — Bahrain, iGA 2020

Optimistic (+)

Neutral/Stable

Pessimistic (-)

(Optimistic - Pessimistic)

Period Favorable (%) Normal (%) Unfavorable (%) Situation Balance
Q3,2020 16.6 41.0 42.4 -25.8
Q2,2020 17.1 46.7 36.2 -19.1

Q1,2020 25.2 54.3 20.6 4.6

Q4,2019 28.9 54.7 16.4 12.5

Q3,2019 28.9 52.7 18.3 10.6

Q2,2019 27.1 57.0 15.8 11.3

Q1,2019 26.3 58.9 14.8 11.6

Previous Period

SITUATIONS FOR 2019 THIRD
QUARTER

Previous Quarter

SITUATIONS FOR 2020 SECOND
QUARTER

Current Quarter

SITUATIONS FOR 2020 THIRD
QUARTER

183

52.7

M Optimistic (+)Favorable (%)

Neutral/Stable /Normal (%)

W Pessimistic (-)Unfavorable (%)

Q2

46.7

M Optimistic (+)Favorable (%)
Neutral/Stable/Normal (%)
W Pessimistic (-)Unfavorable (%)

W Optimistic (+)Favorable (%)
Neutral/Stable/Nomal (%)
W Pessimistic (-)Unfavorable (%)

Situation Balance of Business Confidence in

Business Establishments Performance in Bahrain — iGA 2020

Q1,2019 Q2,2019 Q3,2019 Q4,2019 Q1,2020 Q2,2020 Q3,2020
11.6 11.3 10.6 12.5
4.6
-19.1
-25.8

Iil

Bahrain Quarterly Business Confidence (2020 Fourth Quarter) 4
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4. Business Confidence (Business Performance) by Size of Establishment (Number of employees in

Bahrain)

Business Confidence (Business Performance) by Size of Establishments — Bahrain, Q4 of 2020, iGA

Previous Period Previous Quarter Current Quarter
Size of
Establishment Situation Expectation Business Situation Expectations Business Situation Expectatio Business
based Numb £ Balance s Balance Confidence Balance Balance Confidence Balance ns Balance Confidence

(based on Number of | o3 5¢2019| Qaof2019 | @30f2019- | Q2072020 | Q30f2020 | Q2of2020- | Q30f2020| Qaof2020 | Q3of2020-

Paid Employees) Q4 of 2019 Q3 of 2020 Q4 of 2020
Economy (General Index) 10.6 30.2 20.2 -19.1 2.2 -8.8 -25.8 -8.5 -17.4
Micro (1-5 employees) 14.3 28.6 21.3 -18.3 1.4 -8.7 -31.4 -10.7 -21.4
Small (6-50 employees) 11.2 32.6 21.6 -19.8 1.7 9.4 -23.7 -8.9 -16.5
Medium (1100 (3.3) 26.7 11.1 24.1 3.7 142 | -320 | -14.0 -23.2
Large (101 ormore 11.7 29.7 20.5 -14.2 9.4 2.7 -19.2 1.0 -9.4
employees)

* Zero balance means an equal number of Favorable (Positive) and Unfavorable (Negative) responses which offset each other (difference is zero

M Situation Balance in Q3 of 2020

Economy (General
Index)

Micro (1-5
employees)

-31.4

Small (6-50

Expectation Balance in Q4 of 2020

employees)

Medium (51-100

employees)

-32.0

Large (101 or more

employees)

1.0

5. Business Confidence (Business Performance) by Establishment Annual Turnover (BHD)

Business Confidence (Business Performance) by Establishment Annual Turnover — Bahrain, Q4 of 2020, iGA

Size of Previous Period Previous Quarter Current Quarter
Establishment — - - — - - — - -
(based on Reported Situation Expectatio Business Situation Expectatio Business Situation Expectatio Business
P Balance ns Balance | Confidence Balance ns Balance Confidence Balance ns Balance Confidence
Annual Turnover, | a34¢2019| Q40f2019 | Q3of2019- | Q20f2020 | Q30f2020 | Q2of2020- | Q30f2020| Q40f2020 | Q3of2020-
BHD) Q4 of 2019 Q3 of 2020 Q4 of 2020
repnomy (Geners! 10.6 30.2 202 | -19.1 2.2 -8.8 -25.8 -8.5 -17.4
50,000 or Less - Micro 9.1 30.1 19.3 -26.7 -1.9 -14.7 -32.5 -18.7 -25.7
OGN0 912 | 255 183 | 209 | -06 110 | 299 | -116 | -21.0
1,000,001 to
000,000 Medium 150 | 383 264 | -132 9.9 -2.0 -9.5 10.5 0.3
porethen3000%0- 1 134 | 299 215 | -11.9 5.2 35 | 239 | 51 -14.8

<]

Bahrain Quarterly Business Confidence (2020 Fourth Quarter)
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B Situation Balance in Q3 of 2020 Expectation Balance in Q4 of 2020

Economy (General | 50,001 to 1,000,000 — 1,000,001 to More than 3,000,000 -
Index) ] 50,000 or Less - Micro Small 3,000,000- Medium Large
I 10.5
|
|
|
I -
I 5.1
I 9.5
I -11.6
: -18.7
I -23.9
-25.8
1 -29.9

-32.5

Business Confidence (Business Performance) by Industry

Business Confidence (Business Performance) by Industry — Bahrain, Q4 of 2020, iGA

Previous Period Previous Quarter Current Quarter
Situation Expectation Business Situation Expectations Business Situation Expectatio Business

Sector/Industry Bal s Bal Confid ! ! Confid Bal ns Bal Contid

Q3 of Q4 of Q30f2019 | Q2of Q3 of Q20f2020 | Q3 of Q4 of Q3 of 2020

2019 2019 - Q4 of 2020 2020 -Q3of 2020 2020 - Q4 of
2019 2020 2020
Economy (General Index) 10.6 30.2 20.2 | -19.1 2.2 -8.8 | -25.8 -8.5 -17.4
Banks 10.6 34.0 22.0 -6.7 4.4 -1.2 | -21.7 -6.5 -14.3
Other Financial - Non-Banks 11.3 22.7 16.9 | -14.3 -4.1 -9.3 | -15.2 -4.3 -9.9
Accommodation & Food Services | -15.8 5.3 -5.5 ]| -65.2 -43.5 -54.8 | -55.0 -35.0 -45.3
Construction -3.8 42.3 18.0| -17.4 8.7 -4.8 | -24.0 -8.0 -16.2
Manufacturing 6.1 36.7 209 | -11.5 3.8 4.0 -22.4 -2.0 -12.5
Real Estate 17.6 30.6 24.0| -10.0 15.7 24| -25.7 -5.4 -15.8
Trade 17.1 43.2 29.8| -29.4 14.7 -8.6 | -30.6 -5.6 -18.5
Non-Financial Others 8.3 21.8 149 | -18.5 -5.6 -12.2 | -28.1 -14.8 -21.6

M Situation Balance in Q3 of 2020 Expectation Balance in Q4 of 2020

| Other Non-
Economy Other Financial, Accommodation Financial
(General Index) | Banks Non-Banks & food services Construction Manufacturing Real estate Trade Activities
I
| -2.0
-4.3 ' 5.4 -
85 : 6.5 8.0 >0
| -15.2 -14.8
1-21.7 24.0 -22.4
-25.8 | : -25.7 81
I -30.6 )
35.0
I
|
-55.0

ﬂ Bahrain Quarterly Business Confidence (2020 Fourth Quarter) 6
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7. Business Confidence (Business Performance) by Types of Investments
Business Confidence (Business Performance) by Types of Investments — Bahrain, Q4 of 2020, iGA

Type of Investments Previous Period Previous Quarter Current Quarter
R . Situation Expectation Bus.iiless Sitl:ation Expelctation Buiir:ess Sittllation Expe.ctation Buiir:ess
of Establishment in ' ! Con Cor c
. Q3 of Qaof | Q30f2019| Q2 of Q3of [Q20f2020 Q3 of Q4of | Q30f2020
Bahrain 2019 2019 - Q4 of 2020 2020 -Q3of 2020 2020 - Q4 of
2019 2020 2020
Economy (General Index) 10.6 30.2 | 20.2 -19.1 2.2 -8.8 -25.8 | -8.5 -17.4
Vit Inwiarel & Outward Forelgn 163 | 317| 239 | -103| 121 06| -151| 1.9 | -68
nvestments
With Inward Foreign Investments 5.3 32.5| 185 -21.2 -1.2 -11.4 -26.5 | -10.6 -18.7
All Resicent Investments buthave | 17.2| 32.8| 249 | -163| 70| 50| -25.0| -100 | -177
utward Foreign Investments
only Resident [nvestments 97| 267| 180 | -223| 09| -119| -305| -11.5 | -21.3
o Foreign Investments)

M Situation Balance in Q3 of 2020 Expectation Balance in Q4 of 2020

-30.5

All Resident
| Investments but have
Economy (General | With Inward & Outward With Inward Foreign Outward Foreign Only Resident
Index) [ Foreign Investments Investments Investments Investments
1.9
|
|
|
|
| .
I -10.6 10.0 -11.5
| -15.1
|
| .
-25.8 : 26.5 20
|

8. Business Confidence across Various Parameters of ‘Doing Business’ in Bahrain
Business Confidence Indices across Parameters of “Doing Business” in Bahrain — Q4 of 2020, iGA

Business Confidence Index (BCl)
Parameters Previous Period | Previous Quarter | Current Quarter
Q30f2019-Q40f2019 | Q20f2020-Q30f2020 | Q3 of2020 - Q4 of 2020
Business Performance 100.11 86.97 83.05
Labor (Number of Employees) 104.70 98.61 98.43
Supply & Demand (Bahrain) 97.65 88.90 86.91
Turnover/Volume of Businesses 100.10 89.96 86.53
Selling Prices 97.76 93.76 92.65
Financial Position 101.50 90.77 87.89
Profits 101.53 90.47 88.22
Overall Economic Conditions of Bahrain 96.38 83.66 79.65
Competition 101.42 95.30 91.61
Expansion or Growth of Company 100.76 90.88 88.95

ﬂ Bahrain Quarterly Business Confidence (2020 Fourth Quarter) /
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BCl scores are classified as BCI < 100 (negative business expectations), BCI = 100 (stable business expectations) and BCI > 100 (positive business expectations).

Methodological Notes on Business Confidence Index, Business Confidence Indicator, Situation and
Expectation Balances

The Quarterly Business Perception Surveys (QBPS), conducted by the Statistics & Population Registry at the Information &
eGovernment Authority, were prepared based on a representative sample of commercially active
establishments/enterprises (from micro to large-sized) along with those deemed to have inward foreign investments,
investments abroad or outward foreign investments that have large paid-up capital or foreign shareholders/partners/owners
(based on registers) distributed across all sizes of establishments. Opinions were collected for this series of quarterly surveys
from around 540 respondents with sufficient representation in the services, manufacturing and trading industries.

The population scope of the survey comprised of all active commercial establishments/enterprises registered under the
Ministry of Industry, Commerce & Tourism’s commercial registration, as well as all licensed establishments by the Central
Bank of Bahrain as of 31 December of the Reference Financial Year.

The Business Perception Surveys were conducted to gather the opinions of establishment managers on the performance of
their businesses during the current quarter along with their expectations for the following quarter. Other parameters
affecting businesses in Bahrain were also surveyed using the same responses. The methodology is based on the Japanese
TANKAN index. In other words, there are no weightings or elevations based on the characteristics of the establishments as
the opinion of each respondent establishment carries the same weight. The BCls were compiled every after-survey
completion and this is a publication on the results for distribution to statistics stakeholders. If surveys are continuously
conducted with full cooperation by respondents, then a complete series can be compiled and disseminated periodically.
Three indicators can be measured by this questionnaire:

How would you assess the performance of the business in your establishment in Bahrain?

Favorable/Better Normal/Same Unfavorable/Worse

SITUATION: In the last quarter and now
EXPECTATIONS: In the next quarter

Business Confidence is derived using a conveniently standardized geometric average between the Situation and the
Expectations net balances.

The Expectation Balance (business outlook stated as Expectations) includes the difference or balance between the
percentages of favorable and unfavorable responses about the next quarter. It can fluctuate between —100 (all of the
respondents are pessimistic — that is, they have marked the Unfavorable box - regarding the coming quarter/s) and +100 (all
of the respondents are optimistic - that is, they have marked the Favorable box-). An intuitive interpretation thereof is simple
and direct. If the Expectations are positive, the optimists exceed the pessimists in their perceptions of the next quarter.

In turn, the Situation Balance (current Situation) is the difference or balance between the percentages of favorable and
unfavorable responses observed during the last quarter.

Business Confidence (BC) is defined as the average between the Situation and Expectations. A geometric average is used,
specifically:

Business Confidence =/ (Situation + 200)x (Expectation + 200) - 200
Business Confidence may, therefore, fluctuate between extremes of -100 to +100.

The Bahrain Business Confidence Index is built using the Situation Balance and the Expectation Balance. The base (BC_Base)
for this index is the newly established quarterly result of the 2017 QBPS1 (Q2 of 2017) and BC_Current is the latest quarterly
calculated Business Confidence. The value is therefore equal to 100 only for the calculation of the BCI for QBPS1. Precisely,
the general formula of the BCI:

BCcurrentt 200]

Business Confidence Index (BCI) = [ x 100
[BCBase+200]

Information about the three indicators is disseminated for the national total (economy), by sector/industry, size of
establishment and types of investment (with foreign investments or all resident investment).

BCl scores are classified as BCI < 100 (negative business expectations), BCl = 100 (stable business expectations) and BCl > 100
(positive business expectations).

|;| Bahrain Quarterly Business Confidence (2020 Fourth Quarter) 8



