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GCC Quarterly: Q4 2017 

 Against an improving global macroeconomic backdrop, the outlook for the GCC 

economies is also broadly constructive, notwithstanding the impact of lower oil 

production on headline GDP growth this year.  Non-oil growth has held up relatively 

well in an environment of tighter fiscal policy, underpinned largely by infrastructure 

investment.  

 Fiscal deficits remain substantial in most GCC countries, with the UAE being the 

exception.  While governments made significant cuts to subsidies and reined in 

spending in 2016, there has been little progress on fiscal reform this year, although 

some fees and taxes have been increased and businesses are preparing for the 

introduction of VAT in January 2018.   

 As oil prices have recovered this year, authorities’ focus has shifted from curbing 

spending to increasing public sector efficiency, privatization and other structural 

reforms to support increased investment and non-oil growth, but execution so far 

has been slow.  

 Current account balances have improved in 2017 on the back of both higher oil 

prices and stable export volumes (despite lower crude production).  However, net 

foreign assets at the central banks in Saudi Arabia, Qatar and Bahrain have 

declined year-to-date pointing to negative overall balance of payments positions in 

those countries.  

 Oil markets have currently priced in an extension of the current deal beyond its 

March 2018 expiry, but this has not been assumed in our 2018 GCC growth 

forecasts.  If the agreement is extended next year, OPEC producers will need to 

maintain strict discipline to keep oil markets close to balance.  This could result in 

further contraction in oil production for countries like the UAE, and presents a 

downside risk to our 2018 growth outlook.     

GCC central banks’ net foreign assets decline even as oil 
price recovers  

 
Source: Emirates NBD Research 
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Oil market outlook 

Nine months in to their production cut deal with partners 

outside the bloc, OPEC is between a rock and a hard place. Oil 

markets have largely priced in an extension of the current deal 

beyond its March 2018 expiry but OPEC producers will need to 

maintain strict discipline to keep oil markets close to balance. 

Even if OPEC achieves 100% compliance with their production 

targets, we doubt the market will shift into a seriously tight 

position next year.  

 

OPEC’s commitment to the production cuts has helped to stabilize 

oil markets, pushing the overall balance into deficit and catalyzing a 

draw in inventories. Floating storage, whose economics no longer 

make sense in a backwardated market, and transparent stocks in 

the US, ARA or Singapore are all drawing closer to their five-year 

averages, meeting one of OPEC’s objectives for the deal. Oil prices 

have held within a relatively narrow range compared with the past 

few years and the cuts have helped move the Brent curve into 

backwardation from around August. 

 ‘Excess’ are stocks drawing down 

 
Source: EIKON, Emirates NBD Research. Note: current inventory level at 

each location measured as share of its five-year average. 

 

All the major forecasting agencies expect an increase in non-OPEC 

supply next year, ranging from growth of 0.9m b/d estimated by 

OPEC itself or a more blistering 1.5m b/d expected by the IEA. 

Meanwhile, demand growth is expected to slow from the elevated 

pace the market has seen this year, even as most economies are 

set to grow at healthy paces. Both of these dynamics mean OPEC 

and its partners will be under considerable pressure to maintain 

strict compliance with the production cuts will be in order to keep the  

oil market from blowing out again. Compliance in 2017 has been 

good but can improve next year either by distributing it more evenly 

across members to take the pressure off those members how have 

been over-cutting, such as Saudi Arabia, or expanding the cuts.  

 

Either of those outcomes is likely to be challenging as hitting 100% 

compliance would mean two consecutive years of declining oil 

production for some producers. We estimate oil production in the 

UAE would decline 2.4% from 2017 levels if it achieved 100% 

compliance while production in Iraq would fall by closer to 3%. While 

the declines are relatively small, the contraction in Saudi Arabia’s 

economy in H1 2017 highlights how severe the impact of the cuts 

can be on domestic economies which are still undergoing 

diversification reforms. 

Two years of low oil growth hard to bear 

 
Source: IEA, Emirates NBD Research. Note: oil production growth. 

 

Even if OPEC achieved 100% compliance by all members we are 

doubtful how meaningful the cuts would be in terms of putting the oil 

market into a tight position and spark a major shift higher in prices.  

Full compliance won’t lead to tight market 

 
Source: IEA, Emirates NBD Research. Note: market balance in m b/d. 

 

Were OPEC members to comply fully, we would expect the oil 

market to record a deficit from Q2 2018 until the end of the year but 

only at an average of around 120k b/d. This compares with our core 

forecast of a stock build in 2018 of closer to 400k b/d on average. 

The impact on inventories, at least as far as we can assess OECD 

stocks, would be for stabilization around 3bn bbl. However, the 

headline figure alone does not provide a clear signal as to how tight 

or loose the market is. With 100% compliance we expect that 

inventories would still remain bloated when measured against 

demand, meeting around 63.6 days of demand compared with 63.8 

days in our core forecast. As a result we see little upside to oil prices 

for 2018 and maintain our Brent forecast at an average of USD 51/b. 

 

Edward Bell, Commodities Analyst 
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Bahrain 

H1 GDP growth averages 3.1%  

Real GDP growth averaged 3.1% in H1 2017, much higher than our 

2.2% forecast for full year growth.  The mining & quarrying sector, 

which includes oil & gas, grew q/q in both Q1 and Q2, reversing the 

sharp contraction in Q4 2016.  On an annual basis, the sector 

declined -1.4% in real terms in H1 2017.   

 

However, almost all other sectors of Bahrain’s economy grew in the 

first half of the year, with the financial services sector (which 

accounts for nearly 17% of GDP) doing particularly well at 7.9% y/y.  

Hotels & restaurants expanded 12.9% y/y in H1 2017, although this 

sector accounts for just 2.5% of the economy. Transport & 

communication and social & personal services grew 7.0% and 8.1% 

y/y respectively.   

 

Given the strong growth performance in H1, we have revised up our 

full year GDP growth forecast for Bahrain to 3.0% from 2.2% 

previously.   

 

Central bank’s NFAs decline again in Q2 

CBH’s net foreign assets stood at USD 1.39bn at the end of August, 

down from USD 2.8bn at the end of Q1.  The current import cover is 

just over one month, well below the 3 month recommended 

minimum.   

 

Broad money supply growth has accelerated this year, reaching 

2.0% y/y in August, from 1.2% y/y in December 2016, even as M1 

has contracted.  However, private sector credit growth has 

contracted on an annual basis every month since April. 

 

IMF calls for additional fiscal adjustment    

The IMF concluded its annual Article IV consultation with Bahrain in 

early June, but the full report has yet to be published.  A statement 

from the Executive Board released in late August highlights the 

significant fiscal and external imbalances, and calls for “additional 

sizable and frontloaded fiscal adjustment…urgently”.  However, 

given the difficulty in passing the 2017 budget (which was achieved 

six months late), and the lack of aggressive tightening measures in 

this year’s budget, it seems unlikely that the IMF’s advice will be 

heeded.   

 

The IMF also indicated that the central bank may need to increase 

domestic interest rates in order to discourage capital outflows and 

rebuild foreign reserves, and in doing so to support the peg against 

the USD.   

 

While we recognize the vulnerability of the currency peg in the 

context of high fiscal and external deficits, high public debt to GDP, 

and the very low level of foreign reserves, we expect the rest of the 

GCC will continue to support Bahrain’s economy with financing that 

is required to meet its external obligations and to maintain the peg 

to the USD.   

 

  

Quarterly GDP Growth 

 
Source: Haver Analytics, Emirates NBD Research 

Central Bank of Bahrain NFAs 

 
Source: Haver Analytics, Emirates NBD Research 

Fiscal balance 

 
Source: Haver Analytics, Emirates NBD Research 
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Kuwait  

GDP grew 3.5% in 2016 

Official statistics show Kuwait’s economy grew 3.5% last year, 

driven largely by a 3.3% expansion in the hydrocarbons sector.  The 

2015 growth figure was revised down to 0.6% from an initial 

estimate of 1.8%.   

 

We had forecast growth of 2.1% in 2016 based on a lower estimate 

of oil sector growth, as Bloomberg estimates show that crude oil 

output rose just 0.8% y/y in 2016.  Hydrocarbons still account for 

more than 55% of real GDP in Kuwait.  Non-oil sectors grew 3.8% 

last year, slightly faster than our 3.5% forecast.     

 

Kuwait has cut crude production by -5.7% in the year to September, 

compared with average 2016 output.  Although Bloomberg 

estimates show a slight increase in oil production in September, 

average output year-to-date is broadly in line with the target agreed 

with OPEC in November 2016 (2.707mn bpd).  This will weigh on 

real GDP growth in 2017, even as we expect the non-oil sector to 

grow around 4% this year.  As a result, we retain our -1.2% forecast 

for 2017 GDP growth. We expect growth to rebound (along with oil 

production) to 2.1% in 2018.  

 

2016/2017 budget deficit lower than forecast 

The estimated outcome for the 2016/2017 budget (which ended 31 

March) was better than we had forecast at -13.5% of GDP.  While 

this was partly due to a higher nominal GDP figure, expenditure over 

the last fiscal year was lower than we had expected at KWD 17.7bn, 

down -2.9% from 2015/2016.  The Finance Ministry has attributed 

some of the undershoot to savings achieved by implementing its 

National Program for Fiscal and Economic Sustainability (FES), 

which it says yielded over KWD 1bn in savings in the last fiscal year. 

 

Although we expect expenditure to rise in the current fiscal year, oil 

revenues will also be higher and we expect the deficit to narrow 

slightly to -KWD 3.9bn (-12.5% GDP) this year. Looking ahead, 

Kuwait is reportedly considering including a medium term (three 

year) spending cap of KWD 21bn in the next budget law 

(2018/2019).  As this is higher than projected spending in the current 

fiscal year, and also higher than our forecast for 2018/2019, it 

doesn’t suggest a tighter fiscal stance.   

 

Indeed, the authorities appear to be focusing reform efforts on 

efficiency gains in the public sector, privatization, PPP projects and 

improving the regulatory environment for the private sector rather 

than further direct cuts to subsidies and government spending.  In 

an interview earlier this year, Kuwait’s finance minister indicated that 

the country’s reserves (including the sovereign wealth fund KIA) 

stood at just over USD 500bn, and that the returns on these 

investments were sufficient to finance the budget deficits, even 

without external debt issuance.   

 

 

 

GDP growth 

 
Source: Haver Analytics, Emirates NBD Research 

Kuwait oil production & OPEC target 

 
Source: Bloomberg, IMF, Emirates NBD Research 

Budget balance (% GDP) 

 
Source: Haver Analytics, Emirates NBD Research  
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Oman 

Look beyond headline 2016 GDP growth of 
5.4%  

Recently released GDP statistics show that Oman’s economy 

expanded 5.4% in real terms in 2016, up from a revised 4.7% in 

2015 and making it the fastest growing economy in the GCC by far 

last year (the next fastest was Kuwait at 3.5%).  However, the 

headline growth number is distorted by the significant cuts to 

subsidies and/or increased taxes last year.   

 

If we simply look at the real gross value added by each sector 

(excluding taxes and subsidy adjustments) then growth slowed to 

1.8% in 2016 from 4.9% in 2015, which is a sharper slowdown than 

we had expected.  The oil sector expanded 2.3% in 2016 on the 

back of an estimated 3% increase in crude oil output, while the non-

oil sector expanded 1.8% last year, much slower than the 5.5% 

growth recorded in 2015.   

 

The slowdown in the non-oil economy last year was largely due to 

tighter fiscal policy, in our view.  Total budget spending fell nearly 

6% last year, with subsidies declining more than 45% on 2015, 

which in turn was down -38% from 2014.  Current spending at civil 

ministries (wages, salaries and operating expenses) was cut nearly 

4% last year, and investment spending (again primarily at the 

ministries) was down -11.7% on 2015.   

 

The expenditure breakdown of GDP tells a similar story:  

consumption (both household and government) and gross fixed 

capital formation declined in real terms in 2016.  This was offset by 

an improvement in net exports and a sharp rise in the change in 

inventories, which more than doubled relative to 2015.   

 

2016 non-oil growth driven by construction  

Growth was strongest in the building & construction sector last year 

(10.4% y/y), followed by utilities (9.5% y/y).  Real estate and 

business services grew 4.4% in 2016.  However, these sectors 

together accounted for less than 14% of total GDP.  The key sectors 

of public administration & defence (9.3% of GDP) and wholesale & 

retail trade (7.4% of GDP) contracted -1.5% y/y and -3.2% y/y 

respectively, as cuts to energy subsidies weighed on household 

consumption and government reined in other budget spending as 

well.  

 

We retain our GDP growth forecast for 2017 at 1.0%, as faster non-

oil growth is likely to be offset by lower crude oil production.  While 

Oman is not a member of OPEC, it has agreed to limit its oil 

production to support OPEC’s efforts to reduce the excess crude oil 

supply in the global market.  Oman’s crude oil output has declined 

more than 3.5% in the year to September, compared with average 

2016 production.    

 

 

 

 

Oil production 

 
Source: Bloomberg, Emirates NBD Research 

GDP growth 

 
Source: Haver Analytics, Emirates NBD Research 

Breakdown of budget expenditure 

 
Source: Haver Analytics, Emirates NBD Research 
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Qatar 

Q2 GDP growth slowed to 0.6% y/y  

Real GDP growth slowed sharply in the second quarter, largely on 

the back of a -2.7% y/y contraction in the hydrocarbon sector.  

However, non-oil sector growth also slowed from 5.7% y/y in Q1 to 

4.4% in Q2.  The sharpest slowdown was in the financial and 

insurance services sector, which expanded 4.8% y/y, the slowest 

rate since at least 2012 (where the current time series begins).  

 

While the imposition of trade sanctions by other GCC states and 

Egypt would have had some impact on the Q2 GDP data, the 

restrictions were only imposed at the start of June, so the Q3 figures 

should show a more complete picture of how the economy has been 

affected. 

 

Domestic liquidity underpinned by public 
sector deposits 

Broad money supply (M2) grew 1.0% m/m and 14.5% y/y in 

September, the fastest annual rate of growth since March 2015, 

despite another -4.2% m/m decline in non-resident bank deposits.  

Total non-resident bank deposits have declined by nearly –QAR 

42bn (-22.6%) from end-May to end-September.  Resident private 

sector deposits have also fallen –QAR 25bn (-6.6%) since the GCC 

trade sanctions have been imposed.  However, these withdrawals 

from Qatari banks have been more than offset by a QAR 102.4bn 

(USD 28.1bn; +51%) rise in public sector deposits since the end of 

May.   

 

The monetary survey showed that net foreign assets at the central 

bank declined by –USD 15.3bn from June through August, 

suggesting a repatriation of some public sector funds from abroad.  

At the same time, the net foreign liabilities of commercial banks has 

declined, as non-resident banks have reduced their exposure (both 

deposits and loans) by a combined USD 27.5bn.  At the end of 

August, the net foreign assets of commercial banks in Qatar stood 

at –USD 37.4bn, down from –USD 55.7bn at the end of May.   

 

However, going forward Qatari banks are likely to seek non-GCC 

financing (including loans and bond issuance) as existing debt 

continues to mature and in order to reduce their reliance on the 

public sector for liquidity.  In fact the sovereign itself is expected to 

come to the market to raise at least USD 9bn in Q4 2017, according 

to Bloomberg reports, to replenish its foreign reserves.   

 

Domestic loan to deposit ratio eases 

The sharp rise in public sector deposits helped push total bank 

deposit growth to 20% y/y in August, while loan growth was more 

modest (but still strong) at 14.6% y/y.  The ratio of domestic loans 

to deposits has also declined sharply to 125.7% in August, the 

lowest reading since March 2016.   

 

 

  

 

 Quarterly GDP growth 

 
Source: Haver Analytics, IMF, Emirates NBD Research 

Bank deposit growth by source 

 
Source: Haver Analytics, Emirates NBD Research 

QCB Net Foreign Assets  

 
Source: Haver Analytics, Emirates NBD Research  
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Saudi Arabia 

GDP contracts -1.0% y/y in Q2 

Official data shows the Saudi economy contracted -2.3% q/q and -

1.0% y/y in Q2.  However, the decline in GDP was entirely due the 

oil production cuts agreed last November, with the non-oil sectors 

growing modestly (less than 1% y/y) in both Q1 and Q2 2017.   

 

The quarterly GDP contraction was smaller in Q2, reflecting a 

modest increase in hydrocarbon growth q/q.  This reflects the 

recovery in oil production in the second quarter, after Saudi Arabia 

cut by more than necessary in Q1 (see chart 1 opposite).   

 

Average real GDP growth in H1 2017 was -0.8%, well below our 

forecast for full year growth of 0.5%.  However, we expect oil 

production to stabilize or even increase modestly in H2 2017, 

without compromising the OPEC target, because production cuts 

were so aggressive at the start of this year.   

 

Furthermore, we expect the non-oil sector growth data to improve in 

H2 for several reasons: 1) the PMI surveys have pointed to solid 

growth in the non-oil private sector through Q3; 2) the oil price 

increased by nearly 2.5% on average in Q3 (and tracked higher this 

month) which allows the government room to spend without 

compromising budget deficit targets; 3) the successful USD 12.5bn 

in debt issuance in late September will reportedly be used to pay 

down some arrears to the private sector which should boost activity.   

 

Authorities remain committed to Vision 2030 

Finally, the government is expected to release a revised National 

Transformation Plan in the coming weeks, which should re-affirm its 

commitment to longer-term structural reform and economic 

diversification.  The ‘re-branding’ of Saudi Arabia has already 

received a boost this week with the high profile Future Investment 

Initiative, sponsored by the Public Investment Fund (PIF) and 

attended by CEOs of the world’s biggest companies, investors and 

officials from IFIs.   

 

The announcement of a new city and industrial zone (Neom) to be 

built on the borders with Egypt and Jordan (and spill over into those 

countries), and which will have its own laws and regulations in line 

with international standards, was another public, high level 

commitment to economic and social reform, diversification and 

openness by the Kingdom’s crown prince.     

 

Higher oil prices help rein in budget deficit  

Saudi Arabia’s Q2 budget update showed a halving of the deficit in 

H1 2017 (to -SAR 72.7bn) relative to H1 2016.  Looking beyond the 

headline figure however, the data is less encouraging.  The rise in 

total budget revenue was entirely due to higher oil prices, as non-oil 

revenues declined nearly -12% y/y in H1 2017, suggesting little 

progress is diversifying budget revenue away from oil.   

 

 

Oil production and OPEC target 

 
Source: Bloomberg, Emirates NBD Research  

Real GDP growth  

 
Source: Haver Analytics, Emirates NBD Research  

Budget outcome (half year) 

 
Source: Haver Analytics, Emirates NBD Research  
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On the expenditure side, current spending declined just -2.4% y/y in 

H1 2017, and wages & salaries still accounted for nearly 52% of 

total expenditure.  The authorities’ decision to reinstate public sector 

bonuses and allowances that had been cancelled in October 2016 

would not have helped to contain spending on wages & salaries in 

H1 2017.  While the amount spent on subsidies and grants have 

declined this year, further cuts to energy and fuel subsidies that had 

been expected in July have been postponed, although there is some 

discussion around these being applied towards the end of this year. 

 

We expect the budget deficit to narrow to -12.8% of GDP this year 

from -13.6% in 2016.  According to the latest IMF Article IV report, 

the government has indicated it wants to achieve a balanced budget 

by 2019.  This looks overly ambitious to us and the expenditure cuts 

required to achieve this goal would weigh heavily on GDP growth 

over the next two years.  The IMF has noted that such an aggressive 

tightening (as proposed by the government) may not be necessary 

as the authorities have the room to slow the pace of fiscal 

adjustment.   

 

Decline in net foreign assets continues  

Despite the improvement in the headline budget figure, a current 

account which has moved back to a surplus position in H1 2017, 

and a sukuk issuance of USD 9bn earlier this year, the overall 

balance of payments continued to reflect a net ouflow (or a decline 

in reserve assets) in the first half of this year.  SAMAs net foreign 

assets had fallen by -USD 35bn by end-June.   

 

Part of this was due to the acquisition of foreign assets (USD 

13.4bn), particularly the purchase of foreign currency and deposits 

abroad in H1 2017.  However, the biggest deficit was in the ‘errors 

and omissions’ line in the balance of payments, which showed an 

outflow of USD 30.3bn in H1 2017.  This is basically unrecorded 

transactions or ‘capital flight’ and was 36% higher than in H1 2016.   

 

The USD 12.5bn external bond issuance in late September should 

have helped to shore up the net foreign assets position in H2, but 

the monetary survey data for July and August (showing a further 

USD 13.2bn in SAMAs NFAs to end-August) suggest that the 

underlying balance of payments dynamics hadn’t changed in Q3.       

 

 

 

 

 

 

 

 

 

 

Cash flows in the balance of payments  

 
Source: Haver Analytics, Emirates NBD Research  

Monthly change in SAMA’s NFAs 

 
Source: Haver Analytics, Emirates NBD Research   
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UAE 

Oil production rises in Q3 

The UAE’s crude oil production rose 1.1% q/q in Q3 2017, reaching 

2.93mn bpd in September according to Bloomberg estimates.   

Average crude output in the first 9 months of this year is about 1.4% 

higher than the 2.874mn bpd production limit agreed with OPEC in 

November 2016.  When this agreement was extended through H2 

2017, we downgraded our full year UAE GDP growth forecast on 

the assumption that the UAE would comply fully with the production 

cuts.  Consequently, any overshoot of the OPEC-agreed production 

target presents an upside risk to our 2% 2017 real GDP growth 

forecast.     

 

PMIs signal solid non-oil sector growth 

Despite the lower heading index reading in September, the average 

PMI for the third quarter was 56.1, the highest quarterly average 

since Q3 2015.  Overall, the PMI survey data in Q3 2017 points to 

the fastest rate of expansion in the non-oil economy in two years.   

 

However beyond the headline index, the data is more mixed.  

Employment growth remains soft, with the employment index 

averaging 51.2 in the year to September, unchanged from 2016 

despite a 2 point rise in the headline PMI.  Wage pressures are also 

weaker than last year.  Moreover, output (selling) prices have 

continued to decline on average, as firms compete to secure new 

work and boost output, putting pressure on margins in an 

environment of rising input costs.    

 

Nevertheless, we are optimistic about non-oil sector growth heading 

into Q4.  We think households are likely to bring forward purchases 

of larger items ahead of the introduction of VAT in January 2018, 

providing a boost to consumption despite only modest jobs and 

wage growth.   

 

Loan growth slowed in Q3 

Bank deposits growth slowed to 6.6% y/y in Q3 (5.8% y/y in 

September) from an average of 6.9% in H1 2017.  However, bank 

loan growth slowed more sharply to 2.1% y/y in Q3 (0.9% y/y in 

September), compared with average growth of 4.9% in H1 2017.   

 

A detailed breakdown of the September loan data is not yet 

available, but the data for August shows a decline in lending to the 

private sector (mainly households) as well as a drop in lending to 

the public sector (GREs).  Lending to businesses (which accounts 

for nearly half of all bank loans in the UAE) slowed over the summer, 

with the central bank’s credit sentiment survey showing a modest 

tightening in lending criteria to businesses, particularly SMEs, in the 

third quarter. Loans to government and foreign lending increased in 

July and August.   

 

 

   

 

 

Oil production and OPEC target 

 
Source: Bloomberg, Emirates NBD Research 

Emirates NBD UAE PMI  

 
Source: IHS Markit, Emirates NBD  

Bank loan and deposit growth 

 
Source: Haver Analytics, Emirates NBD Research 
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UAE - Dubai 

3.2% GDP growth in Q1 2017 

Data from the Dubai Statistics Centre showed Dubai’s economy 

grew 3.2% in the first quarter, slower than the 3.9% growth achieved 

in Q4 2016 but faster than the 2.4% recorded in Q1 2016.  Of the 

largest sectors (those accounting for at least 10% of GDP), the 

fastest growing was transport & storage, up 4.8% y/y in Q1, followed 

by manufacturing (3.9% y/y).  Of the smaller sectors, hotels & 

restaurants was among the fastest growing at 8.8% y/y in Q1 2017, 

while real estate services grew 7.2% y/y.  Surprisingly, official 

statistics show that the construction sector shrank -1.7% in Q1, the 

fourth consecutive quarter of decline.  This is at odds with the 

construction sector component of the Dubai Economy Tracker 

survey, which indicated modest expansion in Q1 2017 and faster 

growth in Q2 and Q3.     

 

Dubai Economy Tracker survey suggests solid 
growth in Q2 and Q3  

After rising sharply to 56.7 in Q1 2017, the Dubai Economy Tracker 

index has eased modestly in Q2 and Q3, averaging 56.4 and 55.9 

respectively.  However, these readings are well above the neutral 

50.0-level, and indicate a solid rate of expansion in the economy.  

We remain comfortable with our forecast of close to 4% growth in 

Dubai in 2017, up from 2.9% in 2016. 

 

However, similar to the UAE PMI, the detail of the Dubai Economy 

Tracker highlights some strains in the economy including sluggish 

employment growth and an ongoing margin squeeze.  The latter has 

been particularly evident in the wholesale & retail trade sector, which 

has seen the steepest price discounting over the last two years.  

However, the extent of price declines in the wholesale & retail trade 

sector appears to have eased, with selling prices even rising 

marginally in September 2017, the first time this has happened in 

nearly 2 years.   

 

Apartment prices see modest growth in Q3  

The latest data on Dubai’s residential real estate prices (Phidar 

Advisory’s 9/5 House Price Index) show that while apartment prices 

have increased modestly on an annual basis in Q3 2017, villa prices 

have declined sharply in September.  As demand appears to be 

stronger for the more affordable residential units, it is unsurprising 

that villas have lagged the recovery in apartment prices over the last 

year, as they are more expensive.   

 

The sharp decline in villa prices has not been mirrored in rents, 

although these declined somewhat as well in September.  Overall 

however, yields on villas rose to 5.1% in September, the highest 

level since December 2015.  Gross rental yields on apartments have 

moderated as prices have increased, but remain attractive by global 

standards at over 7%.   

 

 

 

 

Dubai GDP growth  

 
Source: IHS Markit, Haver Analytics, Emirates NBD Research 

Output price indices by sector 

 
Source: IHS Markit, Emirates NBD Research 

Residential real estate sales prices 

 
Source: Phidar Advisory, Emirates NBD Research 
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Key Economic Forecasts: Bahrain 

National Income 2014 2015 2016e 2017f 2018f 

Nominal GDP (BHD bn) 12.6 11.7 12.0 12.8 13.5 

Nominal GDP (USD bn) 33.4 31.1 31.9 34.2 35.9 

GDP per capita (USD) 25398 22720 22372 23512 24202 

      

Real GDP Growth (% y/y) 4.4 2.9 3.0 3.0 3.0 

      

Monetary Indicators (% y/y)      

M2  6.5 2.9 1.2 4.5 5.0 

Private sector credit -5.9 7.6 1.5 0.0 2.5 

CPI (average) 2.7 1.8 2.8 1.7 2.0 

      

External Accounts (USD bn)      

Exports 23.5 16.5 12.8 13.9 15.4 

Of which: hydrocarbons 14.5 7.7 6.1 6.9 6.9 

Imports 19.8 15.7 13.6 14.3 14.6 

Trade balance 3.7 0.8 -0.8 -0.4 0.8 

% GDP 11.1 2.7 -2.5 -1.1 2.2 

Current account balance 1.5 -0.8 -1.5 -1.7 -0.9 

% GDP 4.6 -2.4 -4.7 -4.9 -2.5 

      

Fiscal Indicators (% GDP)      

Budget balance -3.6 -13.0 -13.6 -14.5 -14.7 

Revenue 24.6 17.4 15.8 13.8 13.1 

Expenditure 28.2 30.4 29.5 28.3 27.8 

      

      

Source: Haver Analytics, Emirates NBD Research 
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Key Economic Forecasts: Kuwait 

National Income 2014 2015 2016 2017f 2018f 

Nominal GDP (KWD bn) 47.4 35.3 34.2 31.1 32.0 

Nominal GDP (USD bn) 166.3 117.3 113.3 102.5 104.8 

GDP per capita (USD) 42127 29091 27493 24330 24349 

      

Real GDP Growth (% y/y) 0.5 0.6 3.5 -1.2 2.1 

Hydrocarbon -1.3 -0.7 3.3 -5.0 1.0 

Non-hydrocarbon 3.1 2.4 3.8 4.0 3.5 

      

Monetary Indicators (% y/y)      

M3  3.4 1.7 3.6 1.8 5.6 

Private sector credit 5.2 7.9 2.5 5.0 6.0 

CPI (average) 2.9 3.3 3.2 3.0 3.5 

      

External Accounts (USD bn)      

Exports 104.6 55.3 44.9 53.7 57.3 

Of which: hydrocarbons 97.4 48.8 37.9 46.2 49.3 

Imports 27.3 27.3 26.5 28.0 29.5 

Trade balance 77.4 28.0 18.4 25.7 27.8 

% GDP 46.6 23.8 16.3 25.1 26.6 

Current account balance 54.3 6.0 -1.7 4.3 5.1 

% GDP 32.6 5.1 -1.5 4.2 4.9 

      

Fiscal Indicators (% GDP)      

Budget balance 7.4 -13.1 -13.5 -12.5 -11.1 

Revenue 52.6 38.6 38.3 47.0 49.9 

Expenditure 45.2 51.7 51.7 59.4 60.9 

Source: Haver Analytics, IMF, Emirates NBD Research 
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Key Economic Forecasts: Oman 

National Income 2014 2015 2016 2017f 2018f 

Nominal GDP (OMR bn) 31.2 26.5 25.7 28.4 29.8 

Nominal GDP (USD bn) 81.0 68.8 66.7 73.8 77.3 

GDP per capita (USD) 20278 16896 16065 17421 17881 

      

Real GDP Growth (% y/y) 2.8 4.7 5.4 1.0 2.3 

      

Monetary Indicators (% y/y)      

M2  15.3 10.0 1.8 6.0 4.0 

Private sector credit 14.8 13.9 9.9 6.0 6.0 

CPI (average) 1.0 0.1 1.1 2.0 2.0 

      

External Accounts (USD bn)      

Exports 53.6 35.7 27.6 37.3 37.6 

Of which: hydrocarbons 35.2 21.2 16.0 21.2 21.6 

Imports 27.9 26.6 21.3 21.7 22.4 

Trade balance 25.7 9.1 6.3 15.6 15.2 

% GDP 31.8 13.3 9.4 21.1 19.6 

Current account balance 4.2 -11.0 -12.3 -5.6 3.7 

% GDP 5.2 -15.9 -18.5 -7.6 4.7 

      

Fiscal Indicators (% GDP)      

Budget balance -3.4 -17.5 -20.6 -11.8 -10.4 

Revenue 45.3 34.2 29.6 30.5 29.9 

Expenditure 48.7 51.7 50.2 42.2 40.3 

Source: Haver Analytics, Emirates NBD Research 
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Key Economic Forecasts: Qatar 

National Income 2014 2015 2016 2017f 2018f 

Nominal GDP (QAR bn) 750.7 599.3 555.0 601.8 637.5 

Nominal GDP (USD bn) 206.2 164.6 152.5 165.3 175.1 

GDP per capita (USD) 92271 68208 59310 61541 64226 

      

Real GDP Growth (% y/y) 3.5 3.3 2.0 2.5 3.5 

Hydrocarbon -0.6 -0.5 -1.0 1.0 1.0 

Non- hydrocarbon 9.8 8.2 5.6 4.0 6.0 

      

Monetary Indicators (% y/y)      

M2  10.6 3.4 -4.6 15.0 7.0 

Private sector credit 20.3 19.7 7.0 6.8 7.0 

CPI (average) 3.3 1.9 2.7 0.5 2.5 

      

External Accounts (USD bn)      

Exports 138.0 84.5 64.1 75.3 81.3 

Of which: hydrocarbons 125.2 72.8 53.1 63.6 69.7 

Imports 31.1 28.5 29.2 35.0 36.4 

Trade balance 106.9 56.0 34.9 40.3 44.8 

% GDP 51.8 34.0 22.9 24.4 25.6 

Current account balance 60.8 20.9 1.8 5.9 7.9 

% GDP 29.5 12.7 1.2 3.6 4.5 

      

Fiscal Indicators (% GDP)      

Budget balance 12.3 1.2 -8.4 -5.2 -6.4 

Revenue 45.7 42.7 28.1 27.4 25.9 

Expenditure 33.4 41.5 36.5 32.6 32.3 

Source: Haver Analytics, IMF, Emirates NBD Research 
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Key Economic Forecasts: Saudi Arabia 

National Income 2014 2015 2016 2017f 2018f 

Nominal GDP (SAR bn) 2836 2444 2399 2546 2667 

Nominal GDP (USD bn) 756 652 640 679 711 

GDP per capita (USD) 24477 20478 19511 20104 21064 

      

Real GDP Growth (% y/y) 3.7 4.1 1.7 0.5 2.5 

Hydrocarbon 2.1 5.3 3.8 -3.0 1.5 

Non- hydrocarbon 4.9 3.2 0.2 3.3 3.4 

      

Monetary Indicators (% y/y)      

M2  11.9 2.5 0.8 4.3 6.9 

Private sector credit 11.8 9.2 2.4 5.0 6.0 

CPI (average) 2.7 2.2 3.5 1.0 3.5 

      

External Accounts (USD bn)      

Exports 342.2 203.2 182.8 206.5 217.6 

Of which: hydrocarbons 285.2 153.0 136.2 151.9 162.6 

Imports 158.5 159.3 127.8 131.0 134.3 

Trade balance 183.8 44.0 55.0 75.4 83.3 

% GDP 24.3 6.7 8.6 11.1 11.7 

Current account balance 72.5 -59.5 -29.6 -5.6 3.8 

% GDP 9.6 -9.1 -4.6 -0.8 0.5 

SAMA's Net foreign Assets  724.3 608.9 528.6   

      

Fiscal Indicators (% GDP)      

Budget balance -2.3 -15.0 -13.6 -12.8 -11.5 

Revenue 36.8 25.1 21.4 24.5 25.1 

Expenditure 39.1 40.0 35.0 37.3 36.6 

Public debt 1.6 5.8 13.2 18.0  

Source: Haver Analytics, Emirates NBD Research 
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Key Economic Forecasts: UAE 

National Income 2014 2015 2016 2017f 2018f 

Nominal GDP (AED bn) 1480.7 1314.6 1280.8 1595.4 1698.4 

Nominal GDP (USD bn) 403.5 358.2 349.0 434.7 462.8 

GDP per capita (USD) 44233 37759 35036 41564 42142 

      

Real GDP Growth* (% y/y) 3.3 3.8 3.0 2.0 3.4 

      

Monetary Indicators (% y/y)      

M2  8.0 5.5 3.3 4.5 6.9 

Private sector credit 5.2 9.0 3.7 6.0 7.0 

CPI (average) 2.3 4.1 1.6 2.5 3.5 

      

External Accounts (USD bn)      

Exports 343.0 300.5 291.6 312.0 326.2 

Of which: hydrocarbons 101.9 61.5 50.9 57.9 58.6 

Imports 234.6 223.9 226.6 241.0 253.8 

Trade balance 108.4 76.6 65.0 71.0 72.4 

% GDP 26.9 21.4 18.6 16.3 15.7 

Current account balance 53.6 16.7 8.5 10.6 9.2 

% GDP 13.3 4.7 2.4 2.4 2.0 

      

Fiscal Indicators (% GDP)      

Consolidated budget balance 1.9 -3.4 -4.3 -3.0 -2.2 

Revenue 35.0 29.0 28.3 23.5 23.4 

Expenditure 33.1 32.4 32.6 26.5 25.6 

      

* UAE real growth data are sourced from NBS to 2014, with Emirates NBD forecasts for 2014 and 2015. Dubai’s real growth data are sourced from Dubai 

Statistics Centre. Abu Dhabi’s real growth data are sourced from Statistics Centre Abu Dhabi.  

Source: Haver Analytics, IMF, National sources, Emirates NBD Research 
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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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