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Bahrain is the smallest oil producer in the Gulf region. It imports crude oil from Saudi Arabia and exports
refined products. Oil revenues account for 85% of total fiscal revenues and 75% of exported goods.
Given its limited oil reserves, the Bahraini economy is one of the most diversified in the region. The
industrial sector comprises large aluminum and petrochemical plants, and the services sector, including
tourism and the financial sector, is large by regional standards (17% of GDP). Since the global financial
crisis in 2008 and political instability in 2011, economic prospects have deteriorated. The services
sector is no longer the main driver of economic activity, particularly given increasing regional
competition, and public expenditure has become the main economic growth driver. Macroeconomic
balances have deteriorated significantly since the fall in oil prices in 2015-16, and resulted in an
alarmingly low level of external liquidity since end-2017 and ballooning public debt (over 100% of GDP).
The other GCC states pledged long-term financial support in mid-2018 (equivalent to 25% of GDP)
which should prevent a financial crisis in Bahrain and ensure that the peg of the BHD to the USD is
sustainable in the medium term. Given the oil market “new normal” and rigid fiscal expenditures, we
expect the GCC support to become structural.

Summary

BNP Paribas presence

With a long-standing presence in Bahrain extending over 34 years, BNP Paribas has established a very
strong presence and built relationships with both corporates and government entities. BNP Paribas'
regional hub in the Gulf Co-operation Council (GCC) is located in Bahrain, providing expert cash
management and trade finance support. Although there are a number of local banks offering
comprehensive domestic services, BNP Paribas combines local services, including access to the local
clearing system, with international capabilities both across the GCC and globally. BNP Paribas is one of
only a few international banks that has a presence in every GCC country, enabling customers to benefit
from integrated, comprehensive regional solutions and services.

Currency

Currency

Bahraini Dinar (BHD)

Exchange rates



  2016 2017 2018 2019 2020

Exchange rate:
USD per BHD

2.6596 2.6596 2.6596 2.6596 2.6596

Source: IMF, International Financial Statistics, June 2021.

Central Bank

The Bahrain central bank is the Central Bank of Bahrain (CBB -www.cbb.gov.bh).

Bank supervision

Bahrain banks are supervised by CBB.

Bank accounts

Resident / non-resident status

There is no distinction between resident and non-resident status in Bahrain.

Bank accounts for resident entities

Within BAHRAIN Outside BAHRAIN

Local Currency Permitted, restrictions apply Not permitted

Foreign Currency Permitted without restriction, fully convertible Permitted without restriction, fully convertible

Bank accounts for non-resident entities

http://www.cbb.gov.bh


Within BAHRAIN Outside BAHRAIN

Local Currency Permitted without restriction, fully convertible Not permitted

Foreign Currency Permitted without restriction, fully convertible Not applicable

Lifting fees

Banks make no distinction between resident and non-resident bank accounts.

BNP Paribas Cash Management Capabilities

Collections

Cash collections

Cheque collections

Direct debit collections

Domestic incoming transfers

Virtual IBAN

Virtual accounts

International incoming transfers

Card acquiring

Payments



Cash withdrawals

Cheque payments

Direct debit payments

Domestic outgoing transfers

Commercial cards

Virtual cards

International outgoing transfers

SWIFT gpi

Real-time international payments through BNP
Paribas’ network

Card issuing

Channels

Local e-Banking

Global e-Banking - Connexis

SWIFT/ host to host

Payments & collections

Market overview



Bahrain is undergoing a change in its payments landscape. Cash, until recently, was a popular payment
method for retail purchases. However, there is an increasing trend towards cashless payments and the
use of digital wallets, such as BenefitPay. According to data from the Central Bank of Bahrain, the
number of POS transactions rose from some 64.5 million in 2018 to 73.7 million in 2019 – a 14.3%
increase. Electronic payments via Fawri, Fawri+ and Fawateer saw a 13.4% rise in total amounts
transferred, to BHD 12.7 billion over the same period. The pandemic has further increased the use of
contactless and electronic payments, with transaction volumes via BenefitPay surpassing USD 4 billion
in 2020.

In tandem to the shift in consumer payments’ behaviour, the country’s leading banks have invested
heavily in digitising their services and/or launching standalone digital banks.

Electronic banking services are available from most banks. There is no national electronic banking
system in Bahrain, so companies use banks’ proprietary services. BENEFIT provides an internet
banking shared platform for banks. Online and mobile banking services are provided by the country’s
leading banks.

Payment Systems

RTGS Type Real-time gross settlement.

  Participants 29 participants.

   Transaction types
processed

All BHD-denominated electronic credit transfers.

Net obligations from the Bahrain Cheque Truncation System and
ATM/POS transactions processed by the BENEFIT network.

   Operating hours 08:00–14.07 AST, every business day.

  Clearing cycle
details (e.g. cut-off
times)

Payments are cleared and settled in real time.

  System holidays The RTGS system is closed on all Bahraini bank holidays.

Bahrain’s bank holidays are:

2nd half 2021: 20-22 July*, 10, 19, 20 August*, 19 October*, 16,
17 December.

2022: 1 Jan, 1, 2-4 May*, 9-11 July*, 8, 9 August*, 8 October*,
16, 17 December.

https://cashmanagement.bnpparibas.com/knowledge/glossary#RTGS


Bahrain
Cheque Truncation
System

Type Deferred net settlement system.

  Participants 23 commercial bank participants.

  Transaction types
processed

BHD-denominated cheque payments which are truncated into
electronic items before processing.

  Operating hours 07:30–13:30 AST, Sunday to Thursday.

  Clearing cycle
details (e.g. cut-off
times)

Cheques are settled on a same-day basis. Cut-off time = 11:30
AST, for same-day funds.

All other cheques are settled on a next-day basis.

Final settlement takes place via the RTGS.

  System holidays The Bahrain Cheque Truncation system is closed on all Bahraini
bank holidays.

Bahrain’s bank holidays are:

2nd half 2021: 20-22 July*, 10, 19, 20 August*, 19 October*, 16,
17 December.

2022: 1 Jan, 1, 2-4 May*, 9-11 July*, 8, 9 August*, 8 October*,
16, 17 December.

EFTS Type There are three separate systems for processing payments:
Fawri+ a near real-time fund transfer service for amounts up to
BHD 1,000 per day; Fawri, a deferred settlement fund transfer
service; and Fawateer a real-time bill payment system.

The EFTS system includes the EBPP system, which is operated
by BENEFIT.

  Participants 26 participants.

  Transaction types
processed

Electronic retail transactions.

  Operating hours 24 hours a day seven days a week. Fawri+ operates 24/7/365.

  Clearing cycle
details (e.g. cut-off
times)

Fawateer payments are settled on a  near real-time basis.

Fawri+ provides near real-time transfers for up to BHD 1,000 per
day.

Fawri payments are settled on a same-day basis within a few
hours.

  System holidays The EFTS is open every day of the year.



Credit transfers

Credit transfers are used by companies to pay salaries and suppliers.

All credit transfers are automated.

High-value and urgent credit transfers are settled on a real-time basis via the RTGS.

Retail credit transfers are settled via EFTS on a same-day or next day basis. The number of
transactions processed via Fawri+ in 2020 was 47,247,358 (6,322,911 in 2019), with a value of BHD
2,237.8 million (BHD 542.9 million in 2019).

Cross-border transfers can be made via SWIFT and settled through correspondent banks abroad.

Direct debits

Direct debits are used for regular payments, such as utility bills.

Direct debits are settled via the BENEFIT electronic payment network.

EFTS also offers a Fawateer service which enables billers to debit a customer’s account via direct
debit.

The number of Fawateer transactions in 2020 was 4,199,985 (3,086,665 in 2019) with a total value of
BHD 465 million (BHD 291.5 in 2019).

Cheques

The cheque is the most popular cashless payment instrument in Bahrain, used by both consumers
and companies.

The number of cheques processed in 2020 was 2,331,423 (2,964,508 in 2019) with a total amount
BHD 7,266.4 million (BHD 8.738 billion in 2018).

All cheques are truncated into electronic items before being settled on a same-day or next-day basis
via the Bahrain Cheque Truncation System.

Final settlement takes place via the RTGS.

Card payments

Card payments are increasingly popular, especially for retail transactions.

There were a total of 83,785,810 transactions in 2020 (31,863,198 were contactless), with a value of
BHD 2,341,915,369 (BHD 438,734,453 contactless).

Visa and MasterCard-branded cards are the most widely issued.

Contactless payment cards are available.

Each bank has its own clearing arrangements with the relevant card issuer.



All cards issued have EMV chips.

ATM/POS

A number of Bahrain’s banks operate proprietary ATM networks, which are linked via the BENEFIT
Electronic Payment Gateway. BENEFIT also operates its own network of 300 ATMs – 25 banks
participate in BENEFIT’s network.

BENEFIT links to the Gulf Cooperation Council’s (GCC) GCCNet ATM network, as well as to the
national networks in Egypt, Iran, Jordan and Lebanon. (The GCC comprises Bahrain, Kuwait, Oman,
Qatar, Saudi Arabia and the UAE.)

There were 28,287 POS terminals in Bahrain at the end of April 2021.

The number of POS transactions rose from some 64.5 million in 2018 to 73.7 million in 2019, a 14.3%
increase; cards issued in Bahrain accounted for 79.3% of them. The value of POS transactions
through credit and debit cards increased from BHD 1,977,214,256 in 2018 to BHD 2,434,395,681 in
2019, a 23.1% increase; cards issued in Bahrain accounted for 77.1% of them. 

Electronic wallet

The dominant electronic wallet schemes in Bahrain are pre-paid cards, which can be used at ATMs or
online.

E-money payments are settled via the individual schemes.

There are now more than 300,000 registered users of the National Mobile Electronic Wallet
(BenefitPay). There are now more than 300,000 registered users. The wallet enables instant
payments via smartphone and facilitates the collection of payments electronically through debit, credit
and pre-paid cards and online bank accounts.

A number of other e-wallet providers operate, including b-wallet, Stc Pay and BFC Payments.

Digital wallet transactions increased by 566% in 2019, to 8 million. The value of transactions
increased 1,316% to BHD 409.4 million.

Short term investments

Market overview

Interest payable on credit balances



Interest-bearing current accounts are available. Prior approval from the CBB must be obtained.

Demand deposits

Demand deposits denominated in BHD or major foreign currencies are available for various terms.

Deposit periods range from one week to 12 months.

Some banks require a minimum deposit of BHD 1,000 for BHD deposits and USD 3,000 or foreign
currency equivalent for foreign currency deposits.

Time deposits

Time deposits are available in BHD or major foreign currencies for terms ranging from one day to one
year.

Certificates of deposit

Domestic banks issue certificates of deposit with varying terms.

Treasury (government) bills

The CBB issues Treasury bills at regular intervals for terms of 91 (issued on a weekly basis), 182
(issued on a monthly basis) and 364 days (issued on a monthly basis).

The Bahrain government issues short-term (three-month) Shariah-compliant government bonds
(Sukuk Al Salam) via the CBB.

Short-term Ijara Sukuk are issued on a monthly basis with a 182-day maturity. Ijara Sukuks are a
BHD-denominated leasing instrument.

Commercial paper

Domestic commercial paper is issued by companies in Bahrain.

Money market funds

Money market funds are available for short-term investment.

Repurchase agreements

Repurchase agreements with maturities ranging from overnight to more than one week are available
in Bahrain.

Banker's acceptances

Banker's acceptances are not used in Bahrain.

https://cashmanagement.bnpparibas.com/knowledge/glossary#Commercial%20Paper
https://cashmanagement.bnpparibas.com/knowledge/glossary#Commercial%20Paper


BNP Paribas Trade Finance Capabilities

Trade payments

Documentary credits

Documentary collections

Guarantees

Bank guarantees

Standby letters of credit

Supply chain management

Receivables

Payables

Inventory

Trade channels

Connexis Trade

Connexis Supply Chain



SWIFTNet Trade for Corporates

Connexis Connect

BNP Paribas' branch in Bahrain is the regional hub for BNP Paribas Global Trade Solutions (GTS) in
the Middle East and Africa. The branch is supported by a dedicated senior trade salesperson, a trade
middle officer and a trade structurer.

International trade

General trade rules

As a member of the Gulf Cooperation Council (GCC), Bahrain has entered into a customs union with
all GCC member states. The GCC comprises Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and the
UAE.

As a member of the Greater Arab Free Trade Area (GAFTA), Bahrain has eliminated most trade
tariffs with GAFTA member states. GAFTA comprises Algeria, Bahrain, Egypt, Iraq, Kuwait, Lebanon,
Libya, Morocco, Oman, Palestine, Qatar, Saudi Arabia, Sudan, Syria, Tunisia, United Arab Emirates
and Yemen. 

Trade agreements

Bahrain has signed a free trade agreement with the USA.

The GCC has signed an FTA with EFTA and Singapore. Trade talks are ongoing with the European
Union, Mercosur, Japan, China, South Korea, Australia, Pakistan and Turkey. A free trade agreement
has been concluded with New Zealand but has not yet been ratified.

Imports / exports



Imports Cars

 

Iron ore Jewellery Gold Gas turbines

Primary Import sources UAE (27.0%) China

(11.0%)

Saudi Arabia (7.0%) USA

(5.0%)

Brazil (5.0%)

Exports Refined petroleum Aluminium Crude petroleum Iron ore Gold

Export markets UAE

 (31.0%)

Saudi Arabia

(12.0%)

Japan

(8.0%)

USA
(8.0%)

 

Import / export volumes

  2016 2017 2018 2019 2020

Exports

- goods    USD m 12,784 15,376 18,044 18,120 NA

- services USD m 10,998 11,356 12,054 11,578 NA

Imports

- goods    USD m 13,588 16,076 19,110 13,256 NA

- services USD m 7,500 7,800 8,077 8,083 NA

Current account as % GDP      - 4.7 - 4.6 NA NA NA

Source: IMF, International Financial Statistics and World Trade Organisations, June 2021.

Trade finance - Imports

Documentation



The following documentation is required in order to import goods into Bahrain:

 

customs declaration

delivery order

import license

commercial invoice

bill of lading

certificate of origin.

Import licences

Licences are not required for most imports.

Licences are required when importing armaments, ammunition and alcohol.

Import taxes and tariffs

Tariffs are not set on imports from GCC member states.

Tariffs are generally not set on imports from GAFTA member states.

A common external tariff (CET) of 5% is set on most imports from outside the GCC.

Higher rates apply to alcohol (225%) and tobacco (200%).

Certain categories of goods, such as paper and aluminium products, are subject to 20% duty rate.

Financing requirements

None 

Risk mitigation

None 

Prohibited imports



Prohibited imports are published on a negative list.

Bahrain prohibits the import of certain items in order to protect fauna and flora, for moral reasons
and/or for national security.

Importing cultured pearls is prohibited.

Imports from Israel are prohibited.

Trade finance - Exports

Documentation

The following documentation is required in order to export goods from Bahrain:

 

customs declaration

commercial invoice

bill of lading

export permit

certificate of origin.

Export licences

Licences are not required for most exports.

Export taxes and tariffs

None 

Financing requirements

None 



Risk mitigation

The Islamic Corporation for Insurance of Investment and Export Credit (ICIEC) provides export credit
insurance.

Prohibited exports

Prohibited exports are published on a negative list.

It is prohibited to export certain agricultural products, subsidised food products and items related to
Bahrain's heritage.

Exports to Israel are prohibited.

Regulatory requirements

Reporting regulations

Reporting regulations are set by the CBB.

All transactions between resident accounts and non-resident accounts held by non-residents must be
reported to the CBB on a monthly basis.

 Reporting method

Banks submit reports on behalf of their customers, although the resident entity is ultimately
responsible for compliance.

Exchange controls

Bahrain does not apply exchange controls.

Trade is not permitted with Israel.

GCC nationals are permitted to hold 100% stakes in local companies. Non-GCC individuals are
permitted up to 100% in domestic companies and branches of foreign incorporated companies with
the approval of the Ministry of Industry and Commerce.

Taxation



Resident / non-resident

Residence is not defined. A company engaged in oil, gas or petroleum activities is taxed, regardless
of where the company is incorporated.

Tax authority

Ministry of Finance.

Tax year/filing

A company’s accounting period should normally follow the calendar year or as specified in the
company’s articles of association.

Oil companies are required to file an estimated income tax declaration on or before the 15th day of
the third month of the tax year. Tax is payable in 12 equal instalments starting on the 15th day of the
month after the declaration has been filed. Amended estimate declarations must be made every
quarter. Payment instalments are adjusted to take into account any changes in declarations.

Consolidated tax returns are not allowed.

Financial instruments

There are no specific tax rules for financial instruments; general tax principles apply instead.

Interest and financing costs

There are no specific tax rules regarding interest and financing costs.

Foreign exchange

There are no specific tax rules for foreign exchange differences.

Advance tax ruling availability

Advance tax rulings are not available in Bahrain.

Capital gains tax



There is no capital gains tax in Bahrain.

Withholding tax (subject to tax treaties)

Payments to: Interest Dividends Royalties Other income

Resident entities 0 0 0 0

Non-resident entities 0 0 0 0

There are no withholding taxes on interest, dividends, fees or royalty payments.

Tax treaties / tax information exchange agreements (TIEAs)

Bahrain has exchange of information relationships with 50 jurisdictions through 40 double tax treaties
and ten TIEAs.

Thin capitalisation

There are no thin capitalisation rules.

Transfer pricing

Country-by-country reporting rules for multinational enterprise groups headquartered and/or
operating in Bahrain are effective for financial years beginning on or after 1 January 2021.

There are no transfer pricing rules.

Stamp duty

Stamp duty of 2% is levied on property transfers on the basis of the property value. The rate is
discounted to 1.7% if the duty is paid within 60 days following the transaction date.

Cash pooling



Bahrain has no specific tax rules for cash pooling arrangements.

Financial transactions / Banking services tax

There are no specific financial transactions/banking services taxes in Bahrain.

All tax information supplied by Deloitte Touche Tohmatsu and Deloitte Highlight 2021. (
www.deloitte.com)

https://cashmanagement.bnpparibas.com/knowledge/glossary#Cash%20Pooling
http://www.deloitte.com
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