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GCC Projects: Revving up?

The construction sector in the GCC has always been a conduit through which
governments in the region could realize a large extent of their fiscal spending
targets. This happened through direct government spending on infrastructure projects or
via quasi government entities that carried out projects in their respective sectors. Another
important driver of the region’s project market has increasingly been the private sector,
backed both by private regional investors, and increasingly through FDI inflows. The
classification of the regions’ project market is broad, covering everything from pure
infrastructure projects in areas like power, transport, and healthcare, through to
residential property market and leisure facilities projects like hotels and resorts.

With the onset of the multi-year decline in oil prices that began in 2014, the GCC
project market underwent a long-term structural adjustment, that has seen a very
wide-ranging program of spending rationalization. This has led to many years of
stagnating and even falling spending on construction projects in the region, as existing
and ongoing projects were thoroughly scrutinised for their viability in a low spending
environment, as lower oil prices led to higher debt levels and record fiscal deficits. The
aggregate project market was declining in the region even before the Covid-19 pandemic
started, with its onset last year placing further downward pressure on the market’s
dynamics.

The focus of our first paper on the region’s project market is to get a snapshot of
where we stand in terms of the pan-GCC project activity. The data in Q1 of this year
is looking decisively healthier, especially in contrast to last year. The question is whether
this pick-up in spending will be more persistent or is otherwise a blip from a low base that
will slow, as has been the case over the last few years. With oil prices in a “good place”
this year, the region has more room to boost spending than was the case in 2020, but as
most governments in the region have committed to reducing budget deficits over the
medium term, it is too early to call. However, should data continue to edge up into the end
of the year, the structural dynamics of the GCC construction market will tilt to one of
“growth on” for this year and over the medium term. This paper will give a brief outlook
on the GCC project market, followed by a country by country snapshot, to create a
document that will be published quarterly and allow for a reading of how much and where
project spend in the region stands.
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Is the GCC project market turning around?

In terms of full-year performance, project awards in the GCC showed a stagnant
or declining trend in the last six out of seven years as illustrated in the chart on
page 1. This is not surprising given the impact of long-term drop-in oil prices that began
in 2014. Given the reliance of the regional governments on hydrocarbon revenues to
fund spending, tighter budgets on the back of lower oil prices translated into fewer new
projects being awarded, extended timelines, rationalizations and cuts to existing
projects. The value of projects awarded; both completed and under execution; has
dropped from USD 173bn in 2014 down to USD 67bn in 2020. In 2020 alone the project
market in the GCC declined by almost 36% compared to 2019 as Covid-19 mandated
spending cuts across the region had a significant impact on project spending dynamics.

Measuring the GCC data from a quarterly perspective reflects a more positive
picture for the market. Project activity spiked from USD 12bn in Q4 2020 to USD 27bn
in Q1 2021. However, spending was not uniform. Quarter-on-quarter increases in
project awards came from Qatar and Kuwait while the rest of the GCC countries
reported declines, with Saudi Arabia and UAE have seeing the biggest absolute fall in
project awards during Q1 2021. Of note for Qatar in particular has been the USD 13bn
for the Qatargas -LNG processing trains project, which was the biggest single project
driver in the reported data set for Q1 2021. In February 2021, Qatar awarded the project
to a consortium formed by Japanese engineering group Chiyoda and French peer
Technip.

Projects in the region’s oil and gas sectors are likely to frontline the rise in
construction spending in the region. With oil prices comfortably higher this year,
investments in value generation projects across the regions hydrocarbon sector in both
upstream and downstream verticals will likely rise, as would investments in green and
renewable energy projects associated to those hydrocarbon sectors. Equally,
investments in water and power utility projects remain essential across much of the
region, as do investments in infrastructure development that remains a strategic
medium to long term goal for regional policy makers to meet the infrastructure needs
of their young but rapidly growing populations.

GCC Projects Quarterly (USD mn)
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United Arab Emirates

In the UAE the project sector declined sharply over the last couple of quarters,
with Q1 2021 coming in lower that an already muted Q4 2020. Between Q1 2019
and Q1 2020 projects awarded in the UAE declined from USD 10.3bn to USD 2.3bn.
The decline in the UAE project market can be attributed to a number of factors ranging
from lower government spending to wide-ranging projects rationalisation exercises
across many sectors, in market that has been traditionally along with Saudi Arabia one
of the most active across many subsectors. The construction sector for one is dealing
with a market seen as oversupplied, but with the property market stabilizing, dynamics
for the property construction sector are improving. We also expect spending on the
hydrocarbon sector to pick up in line with wider trends we are seeing across the region.

UAE Projects Quarterly (USD mn)
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Saudi Arabia

The largest project market in the region, Saudi Arabia has seen muted project
spending over the past few quarters, as lower oil prices pressured government
coffers. In a country where the budget is a key driver of economic growth, the
kingdom’s conservative fiscal policy over the past few years has seen projects across
most segments drop. Project spend reached a low of USD 2.6bn in Q3 2020, a level
not seen since MEED projects began collecting data in 2007. Q1 2021 saw the market
nudge back up to USD 5.3bn. Saudi Crown Prince Mohammed bin Salman’s
aggressive development plans need to gain momentum, given the social and economic
development goals he set for the kingdom through Vision 2030. To achieve those goals,
the kingdom will need to see investment increase in the coming quarters and years,
and the government appears to be looking at ways to boost private sector investment
to reduce the reliance on government spending.

Saudi Projects Quarterly (USD mn)

30000
25000
20000
15000
10000
5000
0.-.-.---____

201720172017 201720182018 20182018 201920192019 201920202020202020202021

Q1 Q2 Q3 04 Q1 Q2 O3 Q4 Q1 @2 03 Q4 Q1 Q2 Q3 4 1

B Complete Execution
Source: MEED Projects, Emirates NBD Research

Page 3



[(a Emirates NBD

Kuwait

Kuwait’s project market is one of the smallest in the GCC, especially when
measuring project spend vis-a-vis the size of the economy. The main reason the
Kuwait project market lags its GCC peers is due to political headwinds, where
differences between the many sitting and leaving parliaments and the government has
made it difficult to execute both government and private investment. The scale of
opportunity to invest across all industry and sector verticals is huge, especially given
very little spending has taken place compared to the larger GCC economies and the
gaps that exist. Spending levels took a further hit during the pandemic, slowing to just
USD 352mn in Q2 2020, a level not seen since 2004. The outlook will remain hinged
around a more cohesive government and parliamentary approach, which for the
moment looks unlikely.

Kuwait Projects Quarterly (USD mn)
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Qatar

Qatar’s outsized natural gas resources have allowed it a more comfortable buffer
with which to spend on projects. Spending over the past few years has been centred
around infrastructure for the football World Cup in 2022, and continued investments in
the country’s hydrocarbons infrastructure that fuels the country’s fiscal firepower. The
many spikes seen in spending over the past few years have been driven by large-scale
infrastructure transport projects, World Cup 2022 preparations, and oil & gas
infrastructure spend. Spending in Q1 2021 reached a record high on the back of a USD
13bn gas project awarded in February which was the biggest single contributor to
regional project spending in that quarter.

Qatar Projects Quarterly (USD mn)
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Oman

Oman is very actively seeking to diversify its economy and create opportunities
for Omanis, this despite being one of the smaller markets in the GCC. Over the
past few years, project activity in Oman has picked up, and included several
megaprojects completed such as the Dugm refinery, the new Muscat International
airport and the Batinah expressway scheme. Faced with the post Covid-19
environment, Oman’s projects market will need to attract foreign investment in its major
industrial hubs in Sohar, Dugm and Salalah. Strategically, Oman’s position on the main
East-West shipping axis could attract Chinese investment for its Belt and Road
Initiative. The country is also actively developing public-private partnership to support
in the funding, construction and operation of future projects.

Oman Projects Quarterly (USD mn)
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Bahrain

Bahrain’s project market will be driven by the pace of the development of its
public-private sector partnership agenda, in light of the fiscal headwinds faced
by the government in Manama. For instance, the development of all three of
Bahrain’s independent water and power projects to date under the full private
developers ownership, is an example of audaciousness in removing local requirements
for minimum government equity stakes in that sector. This places Bahrain ahead of
other countries in the region in that respect. The government needs to focus on
developing the same sort of self-funding project success in other sectors, in order to
meet and deliver it future project aspirations.

Bahrain Projects Quarterly (USD mn)
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Disclaimer

PLEASE READ THE FOLLOWING TERMS AND CONDITIONS OF ACCESS FOR THE PUBLICATION BEFORE THE USE THEREOF. By continuing to access and use the
publication, you signify you accept these terms and conditions. Emirates NBD reserves the right to amend, remove, or add to the publication and Disclaimer at any time. Such
modifications shall be effective immediately. Accordingly, please continue to review this Disclaimer whenever accessing, or using the publication. Your access of, and use of the
publication, after modifications to the Disclaimer will constitute your acceptance of the terms and conditions of use of the publication, as modified. If, at any time, you do not wish to
accept the content of this Disclaimer, you may not access, or use the publication. Any terms and conditions proposed by you which are in addition to or which conflict with this
Disclaimer are expressly rejected by Emirates NBD and shall be of no force or effect. Information contained herein is believed by Emirates NBD to be accurate and true but Emirates
NBD expresses no representation or warranty of such accuracy and accepts no responsibility whatsoever for any loss or damage caused by any act or omission taken as a result
of the information contained in the publication. The publication is provided for informational uses only and is not intended for trading purposes. Charts, graphs and related
data/information provided herein are intended to serve for illustrative purposes. The data/information contained in the publication is not designed to initiate or conclude any
transaction. In addition, the data/information contained in the publication is prepared as of a particular date and time and will not reflect subsequent changes in the market or changes
in any other factors relevant to their determination. The publication may include data/information taken from stock exchanges and other sources from around the world and Emirates
NBD does not guarantee the sequence, accuracy, completeness, or timeliness of information contained in the publication provided thereto by or obtained from unaffiliated third
parties. Moreover, the provision of certain data/information in the publication may be subject to the terms and conditions of other agreements to which Emirates NBD is a party.

None of the content in the publication constitutes a solicitation, offer or recommendation by Emirates NBD to buy or sell any security, or represents the provision by Emirates NBD
of investment advice or services regarding the profitability or suitability of any security or investment. Moreover, the content of the publication should not be considered legal, tax,
accounting advice. The publication is not intended for use by, or distribution to, any person or entity in any jurisdiction or country where such use or distribution would be contrary
to law or regulation. Accordingly, anything to the contrary herein set forth notwithstanding, Emirates NBD, its suppliers, agents, directors, officers, employees, representatives,
successors, assigns, affiliates or subsidiaries shall not, directly or indirectly, be liable, in any way, to you or any other person for any: (a) inaccuracies or errors in or omissions from
the publication including, but not limited to, quotes and financial data; (b) loss or damage arising from the use of the publication, including, but not limited to any investment decision
occasioned thereby. (c) UNDER NO CIRCUMSTANCES, INCLUDING BUT NOT LIMITED TO NEGLIGENCE, SHALL EMIRATES NBD, ITS SUPPLIERS, AGENTS, DIRECTORS,
OFFICERS, EMPLOYEES, REPRESENTATIVES, SUCCESSORS, ASSIGNS, AFFILIATES OR SUBSIDIARIES BE LIABLE TO YOU FOR DIRECT, INDIRECT, INCIDENTAL,
CONSEQUENTIAL, SPECIAL, PUNITIVE, OR EXEMPLARY DAMAGES EVEN IF EMIRATES NBD HAS BEEN ADVISED SPECIFICALLY OF THE POSSIBILITY OF SUCH
DAMAGES, ARISING FROM THE USE OF THE PUBLICATION, INCLUDING BUT NOT LIMITED TO, LOSS OF REVENUE, OPPORTUNITY, OR ANTICIPATED PROFITS OR
LOST BUSINESS. The information contained in the publication does not purport to contain all matters relevant to any particular investment or financial instrument and all statements
as to future matters are not guaranteed to be accurate. Anyone proposing to rely on or use the information contained in the publication should independently verify and check the
accuracy, completeness, reliability and suitability of the information and should obtain independent and specific advice from appropriate professionals or experts regarding
information contained in the publication. Further, references to any financial instrument or investment product is not intended to imply that an actual trading market exists for such
instrument or product. In publishing this document Emirates NBD is not acting in the capacity of a fiduciary or financial advisor.

Emirates NBD and its group entities (together and separately, "Emirates NBD") does and may at any time solicit or provide commercial banking, investment banking, credit, advisory
or other services to the companies covered in its reports. As a result, recipients of this report should be aware that any or all of the foregoing services may at times give rise to a
conflict of interest that could affect the objectivity of this report. The securities covered by this report may not be suitable for all types of investors. The report does not take into
account the investment objectives, financial situations and specific needs of recipients.

Data included in the publication may rely on models that do not reflect or take into account all potentially significant factors such as market risk, liquidity risk and credit risk. Emirates
NBD may use different models, make valuation adjustments, or use different methodologies when determining prices at which Emirates NBD is willing to trade financial instruments
and/or when valuing its own inventory positions for its books and records. In receiving the publication, you acknowledge and agree that there are risks associated with investment
activities. Moreover, you acknowledge in receiving the publication that the responsibility to obtain and carefully read and understand the content of documents relating to any
investment activity described in the publication and to seek separate, independent financial advice if required to assess whether a particular investment activity described herein is
suitable, lies exclusively with you. You acknowledge and agree that past investment performance is not indicative of the future performance results of any investment and that the
information contained herein is not to be used as an indication for the future performance of any investment activity. You acknowledge that the publication has been developed,
compiled, prepared, revised, selected, and arranged by Emirates NBD and others (including certain other information sources) through the application of methods and standards of
judgment developed and applied through the expenditure of substantial time, effort, and money and constitutes valuable intellectual property of Emirates NBD and such others. All
present and future rights in and to trade secrets, patents, copyrights, trademarks, service marks, know-how, and other proprietary rights of any type under the laws of any
governmental authority, domestic or foreign, shall, as between you and Emirates NBD, at all times be and remain the sole and exclusive property of Emirates NBD and/or other
lawful parties. Except as specifically permitted in writing, you acknowledge and agree that you may not copy or make any use of the content of the publication or any portion thereof.
Except as specifically permitted in writing, you shall not use the intellectual property rights connected with the publication, or the names of any individual participant in, or contributor
to, the content of the publication, or any variations or derivatives thereof, for any purpose.

YOU AGREE TO USE THE PUBLICATION SOLELY FOR YOUR OWN NONCOMMERCIAL USE AND BENEFIT, AND NOT FOR RESALE OR OTHER TRANSFER OR
DISPOSITION TO, OR USE BY OR FOR THE BENEFIT OF, ANY OTHER PERSON OR ENTITY. YOU AGREE NOT TO USE, TRANSFER, DISTRIBUTE, OR DISPOSE OF ANY
DATA/INFORMATION CONTAINED IN THE PUBLICATION IN ANY MANNER THAT COULD COMPETE WITH THE BUSINESS INTERESTS OF EMIRATES NBD. YOU MAY
NOT COPY, REPRODUCE, PUBLISH, DISPLAY, MODIFY, OR CREATE DERIVATIVE WORKS FROM ANY DATA/INFORMATION CONTAINED IN THE PUBLICATION. YOU
MAY NOT OFFER ANY PART OF THE PUBLICATION FOR SALE OR DISTRIBUTE IT OVER ANY MEDIUM WITHOUT THE PRIOR WRITTEN CONSENT OF EMIRATES NBD.
THE DATA/INFORMATION CONTAINED IN THE PUBLICATION MAY NOT BE USED TO CONSTRUCT A DATABASE OF ANY KIND. YOU MAY NOT USE THE
DATA/INFORMATION IN THE PUBLICATION IN ANY WAY TO IMPROVE THE QUALITY OF ANY DATA SOLD OR CONTRIBUTED TO BY YOU TO ANY THIRD PARTY.
FURTHERMORE, YOU MAY NOT USE ANY OF THE TRADEMARKS, TRADE NAMES, SERVICE MARKS, COPYRIGHTS, OR LOGOS OF EMIRATES NBD OR ITS
SUBSIDIARIES IN ANY MANNER WHICH CREATES THE IMPRESSION THAT SUCH ITEMS BELONG TO OR ARE ASSOCIATED WITH YOU OR, EXCEPT AS OTHERWISE
PROVIDED WITH EMIRATES NBD’S PRIOR WRITTEN CONSENT, AND YOU ACKNOWLEDGE THAT YOU HAVE NO OWNERSHIP RIGHTS IN AND TO ANY OF SUCH ITEMS.
MOREOVER YOU AGREE THAT YOUR USE OF THE PUBLICATION IS AT YOUR SOLE RISK AND ACKNOWLEDGE THAT THE PUBLICATION AND ANYTHING CONTAINED
HEREIN, IS PROVIDED "AS IS" AND "AS AVAILABLE," AND THAT EMIRATES NBD MAKES NO WARRANTY OF ANY KIND, EXPRESS OR IMPLIED, AS TO THE
PUBLICATION, INCLUDING, BUT NOT LIMITED TO, MERCHANTABILITY, NON-INFRINGEMENT, TITLE, OR FITNESS FOR A PARTICULAR PURPOSE OR USE. You agree,
at your own expense, to indemnify, defend and hold harmless Emirates NBD, its Suppliers, agents, directors, officers, employees, representatives, successors, and assigns from
and against any and all claims, damages, liabilities, costs, and expenses, including reasonable attorneys’ and experts’ fees, arising out of or in connection with the publication,
including, but not limited to: (i) your use of the data contained in the publication or someone using such data on your behalf; (ii) any deletions, additions, insertions or alterations to,
or any unauthorized use of, the data contained in the publication or (iii) any misrepresentation or breach of an acknowledgement or agreement made as a result of your receiving
the publication.
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