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The Bahraini banking system rose to prominence in the 1970s as the centre for international banking 
operations in the Gulf region. As the economies of the Gulf states and the wider Middle East have 
developed over the past 50 years, so has the Bahraini banking system.

Arab Banker asked Dr Waheed al-Qassim, the Chief Executive Officer of the Bahrain Association of Banks 
(BAB), to explain recent developments in the country’s banking system, including initiatives to create a new 
Banking Court, to forbid discrimination and to increase awareness of the dangers of cybercrime.

New initiatives maintain 
Bahrain’s position as an 
international banking centre

ARAB BANKER: How has the structure of the Bahraini 
banking system been changing in recent years?
DR WAHEED AL-QASSIM: We’ve seen several mergers 
and acquisitions that have enabled local banks to become 
stronger, and we’ve also seen the regulatory environment 
evolving to ensure that our banking system remains up to 
date with international standards and that Bahrain remains 
an attractive venue for regional and international banks. 

There has been a lot of merger-and-acquisition activity 
among GCC banks over the past three or four years and 
this is leading to the creation of bigger and stronger banks. 
Bahrain has been part of this trend: we’ve seen National 
Bank of Bahrain buying Bahrain Islamic Bank and we know 
that Bank of Bahrain and Kuwait is in discussions with 
Ithmaar Bank. I would note that another Bahraini bank, Gulf 
International Bank, recently received a local commercial 
banking licence to operate in Saudi Arabia.

At the same time, some banks that prospered in past times 
have closed because their business models are no longer 
suited to modern banking. This is a positive process – the 
Bahraini banking system has always moved with the times, 
and it will continue to evolve as regulatory expectations, 
business models and customer expectations change. 

Bahrain was the first GCC country to develop a sizeable, 
internationally focussed banking industry. Now that 
banking industries in other GCC countries have evolved, 
what will Bahrain’s role be in the years ahead?
Our banking system goes back more than 100 years, so we 
have a long history of responding to change and ensuring 
that our laws, regulations and banking infrastructure remain 
attractive to the international banking community, while 
also meeting the needs of Bahraini citizens. That’s why we’re 
developing our legal infrastructure with the creation of a 
new Special Banking Court; it’s why we were early adopters 
of the international agenda on environmental and social 
issues; and it explains why we recognise that the banking 
industry needs to incorporate respect for human rights into 
its everyday operations. 

We believe that banks in Bahrain will continue to play a 

crucial role in the development of the Bahraini economy 
and in the financial empowerment of our citizens, while 
continuing to be an international banking and financial 
centre that offers an efficient, well-regulated base from which 
to conduct banking business in the Middle East region and 
beyond.

What’s the purpose of the proposed new Special Banking 
Court?

The proposal for a Special Banking Court is a very important 
initiative for Bahrain and its banking system, and is part 
of our efforts to ensure that we keep pace with global 
developments and maintain Bahrain’s position as a leading 
international financial centre. 

The new Court will achieve several objectives:
It will accelerate the pace at which banking cases are heard 

– we don’t want a litigant to feel that they have to accept a 
settlement simply because they’re afraid that the litigation 
process will take too long. 

It will ensure that judgements are quickly implemented – 
this is important because delayed implementation sometimes 
leads to interest being payable, to fines or even to additional 
lawsuits. 

It will further develop legal competency in Bahrain in 
the specialised field of banking and will facilitate Bahrain’s 
participation in international bodies and organisations 
related to specialised banking law. 

More generally, we expect the Court to enhance Bahrain’s 
reputation among the global investor community. Investors 
can be assured that their rights and investments will be 
protected, and that any disputes will be resolved fairly and 
promptly. 

BAB’s members fully support the creation of the new 
Court, so we’ve been working with all the relevant 
government bodies to make it a reality. Specifically, Bahrain’s 
Supreme Judicial Council has created a joint committee to 
consider legal and technical matters related to the creation of 
the new Court. Members of the committee are drawn from 
the Ministry of Justice, the Central Bank of Bahrain and the 
BAB, among others. 
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One issue that we were discussing over the summer was 
how the Court will treat cases involving Islamic banks. We’re 
hoping that for such cases, the BAB will be able to provide 
expert judges who’re experienced in Islamic law. 

Of course, we should note that we already have a 
dispute-resolution body: the Bahrain Chamber for Dispute 
Resolution. However, the Chamber’s areas of competence are 
limited: it can only hear claims that have a value less than 
$1.3 mn and in which at least one of the parties is a financial 

institution licensed by the Central Bank of Bahrain, or where 
the dispute is of an international commercial nature. 

In contrast, the proposed Special Banking Court will hear 
all kinds of cases related to the banking sector, including 
disputes between banks and customers, and between banks 
themselves. It will also consider a wide range of judicial 
cases, including disputes related to bounced cheques. 

What are Bahraini banks doing to align themselves with 
environmental and social priorities of banking regulators, 
and of society as a whole?
We’ve been taking environment and social issues very 
seriously for some time. In 2017, we created a permanent 
committee to develop recommendations for the banking 
sector and to help banks to integrate sustainable finance 
into their operations. More than 17 leading banks and 
financial institutions contribute to the work of this 
committee. 

Through this committee we’ve developed a policy 
framework on Environment and Social Matters (which 
can be seen on our website); we’ve organised awareness 
sessions for our members, some of which have been led by 
international speakers who’re recognised as global experts 
in their field; and we’ve worked with the Central Bank to 
develop regulatory policies related to sustainable finance. 

I’m very proud of the work that we’ve done with Tamkeen, 
a government agency that promotes entrepreneurship and 
private-sector business. Together we’ve been developing 
an incentive mechanism and credit-support programme to 
encourage banks to finance and invest in renewable energy. 

Globally, we’re seeing respect for human rights becoming 
an issue that banks are expected to incorporate into their 
work. What’s Bahrain doing to stay abreast of this global 
trend?

The first thing to say is that this is an issue that the Bahrain 
government takes very seriously. The Bahrain Human Rights 
Council approved the UN Guidelines on business and human 
rights in 2011. 

We’ve been working with the Central Bank and with 
commercial banks to develop practices and draft legislation 
that will protect the rights of borrowers, whether they are 
Bahrainis or foreigners. As a result of these measures, banks 
are now prohibited from discriminating between borrowers 
based on their nationality – the solvency of the borrower has 
to be the principal criterion in making a credit decision. 

We also have employment-related legislation in Bahrain to 
prohibit salary differentials or other forms of discrimination 
that are based on gender, ethnicity, language or religion. 

We’ve been working with the National Organisation of 
Human Rights to help banks understand how respect for 
human rights can be incorporated into banking operations, 
for example by ensuring that employees have clear contracts 
of employment and safe working environments. 

In Bahrain, we treat data breaches and the misuse of 
customer or employee information as extreme violations of 
the rights of individuals, especially if significant financial 
information is improperly disclosed. 

Furthermore, banks in Bahrain have internal regulations 
– which are approved by their boards of directors – to 
protect employees who report any violations of the rights 
of customers. Banks have created ‘hot lines’ through which 
employees can report such violations anonymously.

More than 100 years of banking in Bahrain

Bahrain issued its first banking licence in 1918 to Eastern 
Bank, which subsequently became Grindlays Bank and then 
Standard Chartered. To be precise, the ‘licence’ was a letter, 
dated 18 August 1918, from the ruler of Bahrain, Sheikh Isa 
bin Ali bin Khalifa, to a senior Eastern Bank official. In 1944, 
British Bank of the Middle East, now HSBC, received the 
second banking licence. Bank of Bahrain, a forerunner of 
National Bank of Bahrain, became active in the 1950s. Arab 
Bank of Jordan was also an early entrant. 

It was in the 1970s that the internationalisation of Bahraini 
banking began to accelerate. In additional to local banks, 
Bahrain licensed ‘Offshore Banking Units’ to provide a secure, 
well-regulated platform from which international banks could 
conduct business in the GCC and beyond. Many regional 
banks from the Middle East also used Bahrain as the centre for 
their international operations. 

In 2006, the Central Bank of Bahrain restructured the licensing 
system, abolishing ‘Offshore’ status and replacing it with a 
distinction between ‘retail’ and ‘wholesale’ banks. Most of 
the banks that had been licensed as ‘Offshore Banking Units’ 
converted to wholesale licences, and some local banks have 
both retail and wholesale licences.

In recent decades, there has also been a big expansion 
in Islamic banking in the Middle East, with many new 
institutions being created, either for banking or for private 
equity investment. Bahrain was able to establish itself as 
an attractive base for Islamic banks. It developed clear and 
distinct licensing criteria and regulations for both retail 
and wholesale Islamic banks. The Central Bank required 
Islamic banks to present their financial statements in line 
with the accounting policies developed by the Accounting 
and Auditing Organisation for Islamic Financial Institutions 
(AAOIFI), which is based in Bahrain, so that the particular 
features of income recognition and balance-sheet structure 
that pertain to Islamic banks are clearly presented to the 
investor and wider stakeholder community. 
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How have Bahraini banks responded to the Covid 
pandemic?
Banks have responded by helping those people who’ve been 
most affected by the pandemic, and by ensuring that their 
employees and other stakeholders are kept safe. 

For example, Bahraini banks have contributed more than 
BD10 mn ($25.5 mn) to the ‘Feena Khair’ programme that has 
been organised under the Royal Humanitarian Foundation, 
led by one of the king’s sons, Sheikh Nasser bin Hamad Al 
Khalifa. This money is used to support both Bahrainis and 
foreigners who’re having economic difficulties as a result of 
Covid, for example by distributing laptops to schoolchildren, 
distributing financial aid directly to needy families and 
supporting medical research. 

The Bahrain Association of Banks was created by Ministerial 
Decree in 1979. It is affiliated with the Central Bank of Bahrain 
and operates under its administration, while at the same 
time enjoying considerable independence. The Association 
provides an open forum where Bahraini banks can come 
together to discuss and solve shared problems; and it 
provides a channel of communication between the banking 
system and the Central Bank. 

The Association’s members comprise locally incorporated 
banks, and the subsidiaries and branches of foreign banks 
that are licensed in Bahrain. In recent years, the BAB has 
extended its operations beyond its membership to take into 
account issues that face the financial sector as a whole. 

There are currently 370 financial institutions holding licences 
from the Central Bank of Bahrain, with total assets of nearly 
$200 bn. Bahraini institutions comprise 91 of the total, of 
which 18 are licensed as Islamic banks. 

The Association is governed by a Board of Directors that 
is appointed by the members and is managed by its Chief 
Executive Officer, Dr Qassim, and his team. The Association’s 
offices are in the NBB Tower, in the centre of Manama. Until 
2016, the Association was known in English as the Bahrain 
Society of Banks, and it sometimes still appears under this 
name in internet searches. 

Dr Waheed al-Qassim has led the BAB since 2015. He 
previously held high-level public positions in the Bahraini 
government, and from 2009 to 2013 was CEO of Bahrain’s 
Ebdaa Bank for Microfinance. He holds a doctorate from 
Durham University in the UK and a Masters from the US Naval 
Postgraduate School in California.

Banks have also been working with the Central Bank to agree 
ways to relieve the financial pressure on people who’re having 
difficulty repaying their loans: for example, retail banks, finance 
companies and micro-finance institutions have postponed 
principal repayments and interest for all borrowers for 15 
months.

Banks have also been taking particular care with the handling 
of paper money – disinfecting bank notes by exposing them to 
ultra-violet light or high temperatures,and isolating them for at 
least 72 hours. Employees who handle paper money are required, 
by the Central Bank, to use personal-protection equipment. 

At the BAB we’ve been helping banks understand the broad 
implications of having a large proportion of staff working from 
home. For example, we’ve been showing banks how they need 
to alter the way they do staff appraisals, because you cannot 
appraise staff who’ve been working from home for months in the 
same way as you used to appraise staff when you saw them in 
the office every day. We’ve also been lobbying banks to take care 
of their customers who’re visiting branches – if you’re limiting 
the number of people who can be inside a branch at any one 
time, then you have to take care of those who’re waiting outside, 
especially during the summer months in Bahrain, when it’s very 
hot and sunlight is very strong. 

Bahraini banks’ response to Covid-19 has been helped by 
all the work they’ve done in recent years to digitalise their 
operations. When the National Taskforce for Combatting 
the Coronavirus began specifying the percentages of bank 
employees and government employees who should be working 
from home, organisations were able to scale up their digital 
operations quickly and avoid any disruption to customer service. 

Cybercrime has been increasing during the Covid pandemic. 
Has this been a problem in Bahrain?
We have a sophisticated financial system that’s integrated into 
global markets and capital flows, so we have to take precautions 
against cybercrime in the same ways that any big financial 
centre does. 

The BAB has been involved in the creation of an inter-
governmental committee that’s boosting awareness of the 
various types of electronic fraud measures. The committee 
comprises the Ministry of Interior, the Ministry of Commerce, 
the Telecommunications Authority, the Central Bank, the 
Bahrain Bourse and our own representatives. 

The committee has been running a campaign to show people 
how cybercriminals impersonate bank employees with the aim 
of acquiring their bank data and other personal information. 
We’ve also highlighted fraudulent SMS messages that ask 
recipients to claim prizes by opening a link, and fraudulent 
‘financing schemes’ that may claim to offer loans for projects, 
but are actually trying to acquire information about someone’s 
bank account or even get them to pay money up front in the 
expectation of receiving a large loan. More generally, because 
more people have been shopping on-line during the pandemic, 
we’ve been issuing warnings about using suspicious websites or 
those that don’t seem to offer secure protection of data.

It’s often said that cyber criminals target old people, but one 
point that we’ve been stressing is that cyber criminals have been 
targeting people of all ages, and many young people have been 
defrauded. Everyone needs to be on their guard, whether they 
are young or old.

We’re delivering these messages through videos, SMS, 
billboards on the streets and through social media. We’ve also 
been giving interviews on TV and radio. Importantly, we’ve been 
producing material in Urdu and English, not just Arabic. n


