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Executive Summary

Bahrainis an open economwndaccording to the index of econonfiieedom it is the50"
freesteconomyof the worldin 2018. Itis an attractive market with demanding consumers in GCC
However Pakistan andBahrainenjoy cordial tradeties presentlythere isno significant trade
between the two countries, the trade volume between the two coun$iK.1 million for the

year 2017 with aegativetrade balance of $2 million.

This study has identifietbur potential products at H86 digits all these productare all
from the differentexport sector of the economy namely; surgical instrument and appliances, T
shirts singlets and other vests of textile materialsdicaments consisting of mixed or unmixed
productsand cane or beet sugdrhese poductsare analysed n t hei r dsirategipset i t or

pricing effects and export competitiveness index (ECI) rankingelative market share.

In this regard, a thorough comparative analysis of these products is carroemhoerning
Paki st anos theBampimmarkét basexdn themexport promotional strategies, tariff
and nontariff barriers.

Based on the analysis, this study recommends following medsuiasreasingoilateral
trade such ag?akistan must @loit its geographical proximitywith Bahmin by exporting
perishable goodsind it also stressésr theexportof potentialproducts that hae high demand in

theBahrainimarket along withdevisng bettemarketing strategies that harness potential benefits

Further,the studyadvices to provideincentivesto the investor that desires to investle
halal foodindustry and lastly, it suggests facilitating exporter on quality certifications and

technology adoption.
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Introduction

The purposef this study is to identify and highlight trade opportunities in the
Bahrain market and to propose strategies $drong trade ties betweerthe two
countries In pursuance of thatthe study hasdentified potentially exportable for
Pakistan and it also discusses he compet i t ehatofevor shemimthee gi e s
Bahrain market Further, it highlights the bottleneckghat may hamper trade

development.

The first section of the study provides an outline of the geographical and social
landscape bBahrainalong with its economy overviewthe focus has been on major
economic indicators, its trade profile from 2013 onwards, major exports and imports
trends from the world. The second section discusses the bilateral trade between

Pakistan andBahrain its majorimports and exports trends at HS 06 digit.

Further,in the thirdsection,the study identifies the potential products at HS
06 digits whichare than analys#&or its export competitiveness index (ECidanking,
average unit priceand its priceeffect market share, export promotion strategies

concerningcompetitors in theBahrainimarket.

The fourth sectiorhighlightsthe nontariff barriers on the potential products
identified for export to the same markets, while the fifth section explains the demand

and supplyside issues that are prevailing between the two countries.

This section of the study discusses the tradenmtional activitiesand
suggestiorfor trade exhibition for thealendar yeaR019by the Trade Development
Authority of Pakistan, along with highlighting the relevant trade shows that can be
helpful for promoting the potential exportable identified imetstudy, followed by

SWOT analysis of the bilateral trade between Pakistan and Spain.

Lastly, the study concludes with the recommendation and way forwards for the

prosperous bilateral trade.
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1.1 Geographical and socihlandscape

The kingdom of Bahrainonsists of 3Tslands andout of that33 of themlies in the Persian
Gulf, off the north shore of Arabian Peninsuthese island accounts for 83 pc of total land
However theentirearea of the country is about 780kslpmetres. The island is positiom a very
strategic locatiosurroundd by several largpetroeumfields ofthe Middle East andht thecente

of significanttraderouta mi d t he Per si an Gul fés shipping | a

1.2Key Social indicators

Official name: Kingdom of Bahrain

Federal Capital: Manama
Government system: Constitutional
Monarchy

Head of state:King

Legal system: Customary tribal law

C Figurel flag of Bahrain
Currency: Bahraini Dinar

1.3Bordering Countries

Bahrainis situatedin the ArabianGulf alsoknow asthe PersianGulf, to the eastof Saudi
Arabia and north ofQatar This island states connected to Saudi Arabia by the King Fahd
Causeway. The kingdoalsoshares maritime borders wilitan, Qatar, and Saudi Arabia.

1.4 Natural Resources of Bahrain

The natural resources of Bahrain ané: atural GasFishandPearls
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Figure2 Map of Bahrain

1.5Demography

Population:
Total Population: 1,588,878
Population Growth Rate: 4.6%

Urban Population: 88.9% of total population (2017)
Tablel Population distribution by age

Distribution Age Percentage Male Female
0-14 19.76 151,344 145,317
65 years and over 2.54 20,253 17,902
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1.6 Market Entry Strategy

Following are the market entry strategies for Bahraini market:

T

Bahrain is the only country in GCC member statespbanits100percentownership to
businesses or branch office without a bond lofcal partner.

There is no tax on personal income, capital gains, corporate income, withholding and
inheritance in Bahrain.

In Bahrain there is no restriction on repatriation of profit, demdls and capital.

Bahrain is the 50freest economy according to the heritage foundation ranking of in
2018 Al ndex of Economic freedomo.
Bahrainrankedsixt(g i X out of one hundred ninety

doing business 20170 report.

1.7 Business Culture

The following points try to provide an overview of the business culture in Bahrain.

T

The standard busineagtire formeetings in Bahraiaredark suit and tie, for evening
function and dinnecasuaklacks and short sleeve aseommendedndwearing shorts
in public should be avoided.

The standard business attire for wonelong skirtswith anoptionalhead scarf

It is important to mention the gender before visitingdbusinessappointment

The introduabry talks oftencenteron wellbeingand health of a persdout never about
female relatives or wife.

It is very usually to receive seved#legationst once for Bahrairbusinessmeand
simultaneouslyiscussinghe variousmatter with all of them

It is Bahraini custom toffer coffee, soft drinks and tea more than once, except in the

holy month of Ramadan

I www.Expatarrivals.com
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Economic overview
Bahrainisan open economy and accofrdddong idthte t he

50" freesteconomy of thevorld in 2018. The currency of Bahrain is the second highest valued
currency in the world. It has invested heavily in banking and tourism sector in the last few decades

andthe capital of country Manama is homeesomdarge financal structures.

In 2008 Bahrainwas name as the fastest growing financie¢énte of the world bythe
fiGlobal FinancialCentes Indexo. It is believedthat the countryinancial sectoramainly Islamic
banking have benefitted from the regional boom resulted in the high demand fidveoikorld
bankrecognsesBahrain as théigh-incomecountry However the statehas beeriacing severe
political unrest since Arab spring 2011, driven byriggarity Shia community

Additionally, theeconomic setbacthathasbeen recordedue to thdower oil priceshad
furtherreconcilel revenueconstraints and generated a budget deficit of approximately $4 billion
in the year 20168Moreover, Bahrain hadsw optionsandmeagrforeign assets to covthis deficit,
and further, it has constrained borrow ability as three leading US credit agedowesgraded
Bahrain sovereignty debt rating to junk statu2017,howevermproving oil prices irR018 have

amelioratdts credit rating and government abilitydddress fiscal challengés.

Further,Bahrainfaces dong-term
challengeof regional competitiveness
different industries such as finance ai

tourism. While seeing is heavy reliance 3 9%
||

on oil exports that comprises 86 per cent

2016 2017

its budget revenualiversificationplan of

the economyhas been planned, ithat . . s non-ofl economy growth
by 5% expansion in 2017,

e from 4% in 2016

ic growth Bahra
ratein 2017 -ac on on firm
the 3.2% rate 1e ) AN iNCr
Figure4 Annual economic growth

communication and transportatio. .

regards effort are taken by building

facilities for multinational businessignedFree trade agreement (FTA) witie USA.

2 Focus Economics (Economic forecasts for world leading Economists)
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Moreover,hoteland restaurants sector expanding by 9.5% in 20i/Bahrain attracted a

foreign direct investment of Bahna Dinar of 276million an increase of 161 per cent from 2016,

which is expected to generate 2,800 jobs over three years.

Lastly, the production o&luminium is the second biggest export of Bahrain after oil

therebyit's seeking new avenues of natural gas supplies to support its expanding petrochemical

andaluminumindustries

Table2 Major Economic indicators of Bahrain

Indicators 2013 2014 2015 2016 2017
Population (million) 1.3 1.3 1.4 1.4 1.5
Real GDP Growth Rate (%) >4 4.4 2.9 3.2 3.9
GDP Per Capita (USD) 25,900 25,319 22,658 22,498 24,232
UnemploymentRate (%) 44 3.8 34 37 3.6
Inflation (%) 3.2 2.7 1.8 2.8 1.4
Public debt (% of GDP) 41.3 42 60.3 72.1 79.8
GDP (US Billion) 32.5 33.3 31.1 32.1 35.2
Trade balance (USD Billion) 4.3 3.7 0.8 -1.85 -1.92
Current Account balance % of GDP 2.4 1.5 -0.8 -1.5 -1.4
Source: (WorldBank, IMF)
2.1 Recent Economic Development
1 The IMFf Wrld EconomicOutlookof or ecast ed Bahrainds econon

fastest growing economy of GCC in 2018.

1 The FDI inflows in the country rose by 138 per cent in the first three quarters compared

to the same period last years, surpassing 2017 record figure38frailfion.3

3

Bahrain is the fastest growing economy in GCC, www.gulf-insider.com, 3, March 2018.
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2.2 Composition of GDP

The figure below depicts the share of each
sector inthe GDP of Bahrain.

Composition of GDP

0.3

38.2

61.5

m Agriculture = Industry Services

Figure5 Share okectorsn GDP
Industry

The manufacturingectorof Bahrainmainly

includes mining, manufacturing, energy

production, and constructionn 2017, the

industrial sector contributed 38.2% to the
GDP, andIt employedper centof thelabaur
force.

Service

The services sector @ahrainis the major
contributor with61.5 per centto the GDP,
which mainly includes, transportation,
financial activities,  communication,
government activities andother private
activities that do not produce material goods
and itemploys 67 per cenof thelabaur force.
Agriculture

The agriculture sector @ahraincontributes
negligibly 03% to the GDP, which mainly
includes fishingforestryand farmingand it
employs merely 1 per cent of the labour

force?

23Bahrainbés Trade overview

The following table exhibits the trade overview of Bahrain with the world.

Table3 Bahrain International Trade overview

Bahrain- 2013 2014 2015 2016 2017 CAGR
World

Bahraiit 5903 2374 16.68 12.89 7.60 -0.17
Exports

Bahr ai |

mports 18.61 20.07 16.37 14.74 9.52 -0.12
Balance of 141 367 0.30 -1.85 -1.92 -2.06
Trade

Total Trade 38.65 4381 33.06 27.64 17.13 -0.15

Source: ITC Trade Map

4 CIA World Factbook

Value in USD Billion
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Bahrainis the79" largestexport economy in the world. In 201Bahrainexported $.60
billion worth of goods, and in thsameperiad it has imported $.52 billion worth of producs,

which haseventuallyresultedn a negative trade balance of $1.9 billion.

The tradebalancehasshifted from positiveébl.41billion in 2013 tonegative$1.2 billion
in 2017 themajordeficit wasrecorded ir2015-16 when the economy ddahmin was contracted
due to theslumping oil prices internationallyvhich has sharply reduce exports income as oil is

the major exports of the country.

However, the overall trade volume Hasen shrinking this narrowingin the economys
due tothe severe politcaunrentin the country which is mainly driven bythe majority Shia

communitysince Arab spring 2011

Additionally, theeconomic setbacthathasbeen recordedue to the lower oil pricesad
furtherreconcilel revenue constraints and generated a budget deficit of approximately $4 billion
in the year 2016.

2.4 Major Exports

The top exports of the country using HS Code classification at 02 digitdiaeeal fuels
of ($4 billion), aluminumé& articles($2.3billion), natural or cultured pear($418million), ores,

slag & ash($358.7million), andplastic & articlesof iron & steel of($354.2million).

However, the top export destination thfe countryis; SaudiArabia $2.3 billion, the
United Arab Emirates$2.2 billion, the USA $1.4 billion, Japan$1.1 billion, Qatar$611.9

million.

2.5Major Imports

Themajorimports basket of the country contains machirar{$1.7 billion), natural or
cultured pearl$$1.23 billion), electrical machinery$1.21 billion), vehicles($1.18) andships
& boatsof ($485.8 nillion).
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Figure6 Top five supplying markets

USDBillion LIST OF TOP FIVE SUPPLYING MARKETS
L6 1.42
1.4 1.27
1.2 E China
1 0.89 = USA
0.8 = UAE
06 Japan
04 E Saudi Arabia
0.2
0

Source: ITC Trade Map

Thefigure 6 showthetop five suppying marketgo Bahrainsuch asChina$1.42billion
top the list followed byhe USA with $1.27 billion, andthen it goes on in following ordddnited
Arab Emirates$1.09 billion, Japar$0.89 billionandSaudi Arabiawvith $0.80billion.
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Figure7 Hotel Bahrain Bay
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Bilateral Trade analysis
Pakistan andBahrainenjoy cordial andtrongtrade tieshowever,currentlythere is no

significanttrade between the two countresdthe trade volume has begraduallydecreasing, it

has recordednaverage growth rate decling0.02 per centhroughoutast five years

However, in 2017he trade volume hdsenrecorded as $140.1 million, which exhibits a
decline in the bilateral trade between the two countiex the yearsNonethelesghe trade
volume is expected to grow in the coming yedug to the increasing demand and expanding

economic growthin the partner countries.

31Bahrainés Trade with Pakistan

The following table depicts the bilateral trade between PakistarBahdainfor the year 2013 to
2017.

Table4 PakistanBahrain bilateral trade overview (2043)

Pak-Bahrain

Trade 2013 2014 2015 2016 2017 CAGR

Pakistan

Exports 94,168 82,245 69,190 63,271 42,455 -0.14

Pakistan

Imports 68,810 111,798 28,290 85,149 97,707 0.07

Trade

Balance 25,358 -29,553 40,900 -21,878 -55,252 -2.16

Total trade

volume 162,978 194,043 97,480 148,420 140,162 -0.02
Source: ITC Trade Map Value in USD Billion

P a k i sexparts foBahrainhas recorded eompoundannualgrowth declineof 0.14 per
centthroughou013-17, and in the saneriod its importshave recorded aincrease of @7 per

cent
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USDMillion Pakistan & Bahrain bilateral trade

250,000
200,000
150,000
100,000
50,000 I l I
¥ .\/\ZM/
-50,000 2013 2014 2015 201 CAGR
-100,000

Pakistan Exports s Pakistan Imports Trade Balance Total trade volume

Figure8 PakistanBahrain bilateral trade (2013)

The reason for the decline in exports of Pakistanbeeseen in the backdrop of bahrain

overall shriking imports and contractingtbeeconomy

However, the import bilbf Pakistarhasbeenincreasing sinc2015 andecording ehuge
per centage change of 245 per cent from $28.2 million in 2015 to $97.7 mefioking in a trade
deficit of $55.2 million in the year 2017.

Which isdue to the incre@sg oil prices in the international market as oil dodls have
beenthe majorimports fromBahrain,the situation has being further worsehen coupledvith

the devaluation of our currency.
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3.2Trade Trend of Pakistan & Bahrain

Following are the list of top 15 items, that Pakistaexporting to Bahrain in the fiscal year 2017
18 and 201617 at HS 08 digit along with its quantity

Export from Pakistan to Bahrain

H.S.# COUNTRY BY COMMODITIES UNIT | JULY-JUNE 201718 | JULY-JUNE 201617
QTY. QTY. 000.$ QTY. 000.$ | var var %
2011000 CARCASSES BOV ANIMAL FRE/CHILL KG 2,315,723 | 9,110 1,582,782 | 6,042 3,068 33.68
10063090 | RICE OTHER VARIETIES MT 11,313 | 6,577 13,552 | 7,013 (435) (6.62)
52051200 | SCOT.YARN UCF.D232.56714.29 KG 2,045,701 | 5,710 1,245,972 | 3,521 2,190 38.35
10063010 | RICE BASMATI MT 5,216 | 5,243 7,301 6,693 (1,450) | (27.65)
2045000 MEAT OF GOATS FRESH/CHILL/FROZ KG 505,389 | 3,033 48,923 | 315 2,718 89.62
54023300 | FILAMENTS YARN OF POLYESTERS KG 830,130 | 2,977 663,574 | 2,311 666 22.38
52051100 | SIN.COT.YAR.U.COM.FIB.D714.29 KG 858,076 | 2,287 538,057 | 1,403 884 38.66
32151990 | OTH PRINTING INK.EXCL. BLACK KG 460,691 | 1,458 538,894 | 1,766 (309) | (21.19)
7019000 POTATOES, FRESH OR CHILLED KG 8,182,386 | 1,191 8,912,361 | 1,509 (319) | (26.75)
2021000 CARCASSES OF BOVIN ANIMAL FROZ KG 343,680 | 1,179 44,238 | 190 988 83.86
52052200 | S/C YARNLF.DX.232.56714.29 KG 320,951 | 1,068 227,225 | 761 306 28.71
3061700 OTHER SHRIMPS & PRAWNS FROZEN KG 165,905 | 943 222,253 | 1,310 (368) | (38.99)
12130000 | CEREAL STRAW & HUSKS, IN PELLET KG 5,566,887 | 567 4,268,332 | 468 99 17.43
7031000 ONIONS AND SHALLOTS KG 1,331,321 | 406 1,886,379 | 328 78 19.21
39239090 | OTH ARTI FORCONVEYAN OF GOODS KG 125,979 | 379 96,199 | 473 (95) (25.09)
Table5 Export from Pakistan to Bahrain
Source: PakistarBureau of Statistics
Thetablés hows t hat Paki st an 6 sCamasges)aottoeyamce,r t s

meatandfilaments yarn opolyestersamong the top 15 producssmewhamixed andiversified

productsare exported

Among these produdarcasseghebovineanimalis the top exporting product 8ahrain

in the year 201-18, whose exports have increased significantl3®g8 per cent on YOY bases

Howeverthe exports of semi or wholly milled rice has declined by 27.65 perrctdre year 2017
18 with respect to 20167.

significantly declined on YOY bases.

Other products such d@zen shrimps & prawns and potato&eshor chilled have also
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