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Highlights

Preliminary Q2 GDP data for Saudi Arabia and Bahrain show sizeable contractions in the non-
oil sectors’ GDP, with hospitality, transport and trade unsurprisingly the hardest hit sectors.
We have downgraded our 2020 growth forecasts for both countries as PMI survey data points
to a stabilisation in Q3 rather than a sharp rebound.

In the UAE, PMI survey data suggests that activity has started to recover in the third quarter,
although employment in the private sector remains under pressure as firms focus on reducing
costs. While we retain our 2020 GDP forecast of -5.5%, we recognise that risks are to the
downside, particularly against a backdrop of slower global growth in Q4 as rising coronavirus
cases in major economies have led to renewed localised restrictions on activity.

We do expect GCC GDP growth to rebound in 2021, assuming the pandemic is contained with
a vaccine available for wide distribution in H1 2021. However, most governments in the region
are likely to prioritise deficit reduction over growth, which could weigh on a recovery even as
the external environment improves.

The Covid-19 pandemic is weighing heavily on MENA oil importers, many of which have
sizeable tourism industries which have been brought to a near standstill by the crisis. While a
collapse in imports means that current account balances have not widened as sharply as they
might have, the drop-off in visitor numbers is contributing to sizeable economic contractions
this year, and poses challenges to the labour market.

Egypt has managed to weather the pandemic crisis comparatively well. The PMI survey has
turned positive once again in September at 50.4, while persistently low inflation gave the CBE
room to cut its benchmark interest rate at its September meeting. Should inflation remain below
4.0% for the October print, we see scope for a further rate cut at the November 12" MPC
meeting.

Oil markets face a tentative outlook in the final months of 2020 as Covid-19 cases re-emerge
and fiscal support for economies expires. OPEC+ will need to carefully monitor demand
conditions in coming months to assess whether the market can indeed absorb an increase in
production from the start of 2021.
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Oil market outlook

Oil markets have entered Q4 roughly on target with where we
thought they would be with Brent prices in the low to mid USD 40/b
range. Compared with the absolute calamity of Q2, oil markets have
recovered considerably thanks to demand improving—albeit not
back to pre-pandemic levels—and production cutbacks from
OPEC+ members and market-oriented producers in the US and
elsewhere. However, the outlook for oil for the next several months
appears increasingly uncertain as a resurgence of Covid-19 cases
in major economies along with an absence of additional fiscal
stimulus raises doubts over the sustained performance of the global
economy.

Demand conditions have certainly improved from the 16m b/d yly
drop in demand estimated for Q2 by the IEA (new estimates will be
released mid-October). In the US total petroleum products demand
had jumped by 33% from its year-to-date trough by early October.
In China too oil demand has recovered from its sharp drop in Q1
and is on track for a marginal decline on an annual basis. Conditions
over the last few months had appeared broadly positive for oil and
commodities in general: manufacturing was leading the economic
rebound, global trade had demonstrated a v-shaped recovery and
monetary conditions remained highly accommodative.

Trade was on its way to recovery
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However, the virulent and unpredictable nature of the Covid-19 virus
has forced countries that seemingly had the pandemic under some
control to question whether they opened their economies too early
as they contend with a resurgence in the number of cases. France,
the UK and Spain among other European economies have all seen
recent daily case numbers rise well above the initial outbreaks,
prompting halts to economic activity, particularly in the services
sector. In the US too cases have been increasing recently after a
summer lull. Even as the mortality rate from Covid-19 has stayed
relatively steady over the last few months as health services
manage the disease better, the persistence of the virus—perhaps
best exemplified by the infection of the US president, the most
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secure person in the world—continues to act as a drag on the
outlook for the oil market.

With oil market conditions at the end of Q3 perhaps as good as they
will get for the time being—demand down by roughly 8% vyly, oil
prices stuck at levels that don’t allow any OPEC+ economies to
balance budgets—there is increasing anxiety over whether the
OPEC+ deal can carry out as planned. From January 2021 the bloc
is meant to increase production by roughly 2m b/d as the sharp cuts
introduced from May 2020 are tapered gradually out to 2022. But a
flood of OPEC+ oil at a time when demand is at risk of plateauing or
dipping again would overwhelm refineries and seriously threaten the
outlook for prices in 2021. Refining margins globally are around 50%
lower yly as of mid-October and crack futures don’t show much
positivity in the months ahead.

NYMEX 321 / WTI crack strip (USD/b)
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OPEC+ is also having to contend with the recent political
stabilization in Libya that is allowing the country to significantly
increase its production—from roughly 150k b/d in September to
around 600k b/d in late October. An additional political risk for
OPEC+ producers surrounds what would happen to Iran’s ability to
export oil should Joe Biden win the US presidential election in
November and re-commit the US to the JCPOA (the Iran nuclear
deal). While we don’t expect an immediate increase in Iranian
production from November should Biden win, markets may price in
a return of those barrels for some point in 2021.

With an outlook for 2021 that appears so precarious OPEC+ can’t
afford any slippage in compliance with production targets or for
demand to deviate substantially from current market expectations.
Even at just 80% of the IEA’s growth forecast for 2021, the increase
in OPEC+ output from January would keep OECD crude stocks at
almost 63 days of demand, compared with less than 60 days on the
baseline demand level. A return to lockdowns or a protracted slump
in activity if unemployment spikes in response to an absence of
government support would sour the outlook even further. The focus
for OPEC+ will need to be whether they can indeed afford to
increase output or delay by several months to identify at what level
demand conditions have normalized.
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Small changes to demand can weigh on

inventories
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Edward Bell
Senior Director, Market Economics
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Algeria

Algeria looks set to endure a severe economic contraction in 2020
as it faces challenges on multiple fronts. Not only is the economy
confronted by restrictions linked to the pandemic crisis, but the oil
sector is also under pressure owing to OPEC-mandated production
curbs. Meanwhile, the lower prices seen this year will compound the
effect of these curbs on the real economy through limiting
government spending and the associated pass-through to private
consumption. In addition to all of this, the deteriorating outlook for
economic growth and government spending risks prompting
renewed protests of the like seen throughout 2019, which were they
to escalate could limit any nascent recovery. We forecast negative
growth of -8.7% in 2020, rebounding by 5.3% in 2021 — although it
should be noted that the economic outlook remains highly uncertain
while the virus continues to spread both domestically and abroad.

Economy was already contracting in Q1

The Algerian economy was already off to a weak start this year even
prior to the pandemic and the oil production curbs. Real GDP growth
in the first quarter was -4.3% yly, following on from -0.2% in the final
quarter of 2019. Industrial production excluding hydrocarbons was
down -8.1% in Q1, with manufacturing having declined by -14.2%,
even with lockdowns only beginning in mid-March. The second
quarter will have prompted an even greater decline in the non-oil
sector, and it will likely still be below pre-pandemic levels in the
second half of the year.

Government finances under pressure

Meanwhile, oil production is also weighing on output. Production
was down just -2.2% yly in the first quarter, but renewed production
curbs introduced since then have seen production fall by -12.8% y/y
in Q2, and -16.7% in Q3. With global demand still weak, the
likelihood of a rapid increase in production from the current 870,000
b/d is unlikely. Equally, with global demand still in question, Brent
futures are unlikely to see strong price gains from their present
levels of around USD 42.0/b. The government announced that it
would look to halve its budget earlier in the year as the crises
escalated, and while we think achieving this is unlikely, it seems
certain that government spending will be severely curtailed in this
lower production and prices environment, and this will further weigh
on economic activity. We forecast a budget deficit to the tune of
-14.0% of GDP this year, and government finances will remain
under pressure in 2021, when we forecast a moderately narrower
shortfall of -12.3%.

No external borrowing

Despite a new administration, Algeria remains opposed to turning to
the IMF or international lenders for assistance. As such, it will likely
continue to monetise its debt through the central bank. Oil accounts
for around 90% of Algeria’s exports, and the lower prices in recent
years have weighed heavily on the economy. Reserves have fallen
from a 2014 peak of some USD 200bn to just USD 54.6bn in
September.
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Bahrain

Economy contracted -8.9% y/y in Q2 2020

Bahrain’s economy contracted -4.6% qg/q and -8.9% y/y in Q2 2020.
Somewhat surprisingly, 3.2% y/y growth in the hydrocarbons sector
helped to mitigate the -10.7% yly contraction in the non-oil sectors.
Hospitality and transport sectors were expectedly the hardest hit,
contracting more than 40% qg/q due to border closures and
lockdown. In the non-oil sectors, government services and utilities
posted positive growth g/q and y/y in Q2. With only a modest
rebound likely in Q3, we have revised our full year GDP growth
forecast for Bahrain down to -5.0% from -3.7% previously.

Fitch downgrade

Ratings agency Fitch downgraded Bahrain’s foreign currency debt
rating to B+ in August (with a stable outlook), citing deteriorating
fiscal dynamics. Fitch forecasts the budget deficit this year will widen
to -15.5% of GDP (higher than our -11.1% forecast), pushing debt
to GDP to 130%.

Bahrain issued USD 1bn in 7y sukuk and USD 1bn in 12y bonds in
September. The country had raised USD 2bn through sukuk
issuance in May. The external debt issuance together with funds
from the GCC package agreed in 2018 and the USD 450mn drawn
from the Future Generations Fund should be sufficient to meet this
year’s financing requirements.

Current account deficit widened sharply in H1
2020

Bahrain’s current account deficit widened sharply to —USD 1.5bn in
Q2 2020, bringing the H1 deficit to —USD 1.9bn (-11.0% GDP),
compared with —USD 142mn (-0.7% GDP) in H1 2019. Exports were
down -26% yly in H1 2020 while imports declined -16% yly. The
surplus on the services balance declined by almost 40% y/y. On the
plus side, workers’ remittance outflows were down more than -10%
yly in H1, likely reflecting coronavirus related pay cuts and job
losses. We do expect the external balance to improve in H2, but we
still anticipate a current account deficit of -8.5% of GDP this year,
the widest deficit in more than a decade.

Money and credit

Broad money supply accelerated to 11.1% y/y in July from 9.0% at
the end of Q1, largely on the back of M1 growth. Private sector credit
growth slowed to 3.6% vyl/y in July from 4.5% in March, after
contracting m/m in both June and July. Central bank reserves rose
to USD 1.79bn at the end of July from USD 1.59bn at the end of
June, covering about six weeks of imports.
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Egypt

Growth holding up well

Despite the challenges posed by the Covid-19 pandemic, not least
to the tourism sector, the Egyptian economy has held up well. The
CBE has reported that real GDP growth was 3.5% in 2019/20,
implying that the contraction recorded at the peak of the lockdown
over April to June was in the region of just -2.5% y/y. The recovery
appears to be gaining traction now as the economy reopens and
Egypt recorded a positive PMI reading of 50.4 in September — the
first expansionary reading for the non-oil private sector since July
2019. We forecast real GDP growth of 3.5% in 2020/21, recovering
to 6.2% the following year.

Inflation at low levels

CPl inflation in Egypt fell to just 3.4 % yly in August, the lowest level
since October 2019, and the second-lowest level in 14 years. In
September it remained low at 3.7%. Lower food prices have been
the key driver of the slowing price growth, which have managed to
offset any non-food price rises driven by Covid-19-related
disruptions. We expect that inflation will pick up from here, in line
with the CBE’s projection that price growth will be nearer the bottom
end of its 9% 3 percentage points target range through Q4 — we
forecast CPlI inflation of 5.0% at year-end.

MPC cuts interest rates

The Central Bank of Egypt made a 50 basis points (bps) cut to its
benchmark overnight deposit rate at its September meeting, taking
the benchmark interest rate to 8.75%, levels last seen in 2015. The
fall in inflation allowed the bank room to cut rates in a signal that it
was supporting growth, while still maintaining sizeable real interest
rates — important in ensuring the ongoing inward flow of international
portfolio investment.

There remain two more MPC meetings in 2020; given our
expectation that inflation will pick up and that that risk-off tone will
likely build as the US election and the end of the year approaches,
we expect that the CBE will remain on hold through the remainder
of 2020 now. However, while not our core view, should inflation
remain around these low levels in October, we see scope for a cut
of 50bps at the November meeting. This has been reinforced by the
MPC’s stating that it ‘will not hesitate to utilize all available tools to
support the recovery of economic activity’.
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Iran

Iranian oil production has averaged just 1.98mn b/d over the first
nine months of 2020, down -18.8% compared to the corresponding
period in 2019 and comparing poorly to the circa 3.8mn b/d seen
during the years of the nuclear deal. This saw oil GDP contract by
-35.6% in Q1 and a further -16.0% in Q2. Meanwhile, the Covid-19
pandemic has weighed on the non-oil sector which contracted by -
0.6% in Q2 after eking out marginal growth of 0.1% in the first
quarter. A new surge in cases in October has seen Tehran return to
lockdown and this will continue to exert downward pressure on the
economy, as will the ‘snap back’ US sanctions on Iran announced
by President Donald Trump in September. We forecast a real GDP
contraction of -8.1% this year, following the -6.5% contraction
recorded in 2019. We anticipate a return to growth at 1.9% in 2021.
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Libya

The ongoing schism between the Tripoli and Benghazi governments
in Libya makes forecasting the economy as a single entity a fraught
task. Nevertheless, Libya’s economic performance has long been
tied to the fortunes of the oil sector, and this relationship has
become even more acute since 2011, as oil production has
oscillated in line with political developments. As such, 2020 will likely
have been a difficult year not only owing to the Covid-19 pandemic,
but also the cease in oil production seen at the bulk of Libyan oil
fields. Production fell from 790,000 b/d in January to just 150,000
b/d in February, and output remained around this level or lower over
most of the year since then. There were positive signals around the
resumption of oil exports in September, and reports suggest that
output has picked up to 290,000 b/d as of the start of October, but
output will likely remain off 2019 levels.

Libya oil production, b/d, 000
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Iraq

Oil production falls sharply

Having missed its OPEC+-mandated oil production cuts earlier in
the year, Iraq has been making up for this over the past several
months. Over June to September, output averaged just 3.7mn b/d.
compared to the 4.5mn b/d over the first five months of 2020. The
decline is even starker compared to the 4.7mn b/d averaged over
2019, and ytd, output is down -11.0% y/y — a decline which is likely
to widen over the final quarter with production at these current lows.

This decline in oil production will weigh heavily on real GDP growth
this year, and we forecast a contraction of -9.0%. The oil sector still
accounts over around two thirds of economic output, and a United
Nations Development Programme report released in October
reiterated the need to diversify the economy away from this reliance
on oil. In the meantime, any decline in production will weigh heavily
on the headline growth figure.

Meanwhile, activity in the non-oil sector has also been hamstrung
by restrictions aimed at curbing the spread of coronavirus, including
a general lockdown introduced at the start of the pandemic. While
restrictions have eased, there remains a ban on the entry of religious
tourists.

As oil production and prices pick up in 2021, and other restrictions
on activity gradually decline, we project that the Iraqi economy will
return to growth at 5.9%.

Decline in oil revenues
government finances

is weighing on

Over 90% of the Iragi government’s revenues come from the oil
sector, so in an environment of lower prices and lower production,
this income is severely curtailed. Given that the IMF’s budget
breakeven oil price estimate for Iraq in 2020 was USD 60.4/b, and
Brent has so far averaged just USD 42.5/b, this means a sharp
budget deficit this year, which we project will widen from 1.1% of
GDP in 2019 to 20.3% of GDP this year, with the risks to the
downside.

The pressures on the government finances have become so acute
that there have been two occasions this year where the payment of
public sector employees’ salaries have been delayed, and this
presents a further challenge to growth through its impact on private
consumption.
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Jordan

Despite having implemented a fairly rigorous lockdown as
compared to other countries, Jordan’s economic contraction in the
second quarter was less severe than might have been feared at
-3.6% yly, following growth of 1.3% in Q1. The early shutdown of
the economy also meant that Jordan saw one of the lowest infection
rates in the region. Nevertheless, this was the first economic
contraction this century, and the worst growth print going back at
least as far as 1993.

We believe that there has been an improvement from the second
quarter as there has been an increase in activity on the back of
easing lockdowns. Industrial production was down -88.0% yly at the
peak of the lockdown in April, but this had eased to -5.4% in July.
Nevertheless, the risks to our 2020 growth forecast of -3.1% are
firmly to the downside. In October, a renewed surge in Covid-19
cases led the authorities to reimpose a full lockdown every
weekend, and the government has cautioned that this could be
stepped up if necessary. In 2021 we forecast a return to growth at
2.9%, but the outlook is highly uncertain while the virus remains a
threat.

Tourism will weigh on recovery

With the tourism sector essentially shut down in Jordan, the hotels
& restaurants sector was unsurprisingly one of the hardest hit in Q2,
contracting by -13.4% yly. International flights only resumed in
September, and there remain restrictions in place for those travelling
from certain countries. As such, visitors will remain far off 2019
levels, when arrivals rose by 8.9% to a six-year high of 5.4mn. As a
major employer, the damage to the tourism sector presents a tail
risk to growth through a rise in unemployment and a resultant impact
on private consumption. Unemployment rose from 19.3% in Q1 to
23.0% in Q2, and will likely head higher still.

As a major source of FX, the hit to tourism is also a negative for the
balance of payments. Travel receipts in Q2 were just USD 15mn,
compared to USD 977mn in Q2 2019. Meanwhile, workers
remittances declined by -13.8% y/y as construction projects in the
Gulf and elsewhere were paused. On the other hand, the collapse
seen in goods imports has more than offset this to date, and our
projection is that the current account deficit will only widen to a
manageable -3.1% of GDP, from -2.8% in 2019. Jordan has secured
inflows from a number of multilateral institutions since the crisis
began, including a total of USD 79mn from the Arab Monetary Fund,
USD 396mn from the IMF, and a USD 1.75bn Eurobond issued at
the end of June.

New prime minister until November elections

On October 8, King Abdullah nominated Bisher al-Khasawneh as
the new prime minister in the wake of Omar al-Razzaz's resignation
at the start of the month. The new PM will oversee the upcoming
November 10 elections.
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Kuwait

Smooth change in leadership

Crown prince Sheikh Nawaf Al Ahmed succeeded his half-brother
as Emir of Kuwait in September. The new emir has asked the
cabinet to stay on, and we don’t expect any significant change in
policy under the new leadership. Indeed, policy continuity appears
to be the main priority in Kuwait, as Sheikh Mishal, the new emir’s
half-brother and another octogenarian, was named crown prince.
He was unanimously approved by parliament. The National
Assembly will hold a supplementary session on October 20™, to
make up time lost due to the coronavirus, before being dissolved
ahead of the November 28" general election.

Moody’s downgrades sovereign rating

More pressing in the near term is the government’s ability to finance
the budget deficit in the absence of parliament’'s approval of the
public debt law.

Parliament finally approved the 2020/21 budget in September, five
months after the start of the fiscal year. Expenditure was higher
than we had expected at KWD 21.5bn, although this is almost 6%
lower than the preliminary expenditure from FY2020. The budget
also assumes a conservative USD 30/b price for oil with a projected
deficit of KWD 14bn (-43% GDP). We have assumed average Brent
price of USD 42/b for 2020 rising to USD 50/b in 2021, so our budget
deficit forecast is KWD 10bn (-30.8% GDP).

Moody’s estimates that the general reserve fund will be depleted by
year-end if the government is unable to issue debt, and downgraded
Kuwait's sovereign debt rating by two notches to A1 as a result of
the “liquidity risk”.

GDP forecast revised down to -7.4% in 2020

GDP contracted -2.5% g/q and -1.0% y/y in Q1 2020, with the non-
oil sectors contracting -3.5% g/q already in the first quarter, before
the main coronavirus lockdown came into effect in May. The biggest
contractions were in communications, transport & storage,
hospitality, construction and public administration & defence.
Wholesale and retail trade grew 10.2% yly in Q1 however as
consumers likely stockpiled essentials ahead of the lockdown.

Kuwait’s crude oil production in the year to September was down
more than 8% yl/y, and will be a drag on growth even as we expect
activity to recover in H2. Overall, we have revised our full-year
growth forecast lower to -7.4% from -6.6% previously.

Inflation in Kuwait averaged 1.9% yl/y in the year-to-August, largely
on the back of higher food inflation that was likely due to supply
chain disruptions. While these price pressures will ease over the
next few months, we have revised up our full year inflation forecast
to 2.3% from 1.5% previously.
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Lebanon

The Lebanese economy, already under immense pressure at the
start of 2020 as its fragile financial balancing act started to wobble,
has faced further pressures in the form of the Covid-19 pandemic
and the explosion which destroyed parts of Beirut at the start of
August. The outlook was already for an economic contraction this
year even before these two events, and given the additional damage
they have wrought we now project that Lebanon’s GDP could end
the year -27.2% smaller than it started. Even in 2021 we expect that
the pressures on the economy will remain so severe that even base
effects will not be sufficient to prompt a particular rebound, and we
forecast growth of just 1.9% in 2021.

Although we do not have quarterly GDP data for Lebanon, a host of
timely indicators illustrate the dire straits the economy has found
itself in. In June, the coincident indicator was down -47.9% yly,
construction permits and cement deliveries over the first half of the
year were both down around 50%, while the PMI over January to
September has averaged a contractionary 40.4, and this was before
the explosion on August 4. While this blast damage will theoretically
provide a boost to the construction sector at some point down the
line, Lebanon’s parlous financial position — the country defaulted on
its international debt in March — means that there is little capital
available with which to begin this enormous task.

Government formation ongoing

Meanwhile, international goodwill towards the country is waning as
politicians fail to form a government, let alone set about the urgent
economic reforms that have been called for over the past several
years as a condition for the release of CEDRE funding pledged in
2018. Mustapha Adib stood down as prime minister at the close of
September, having lasted barely a month in office. Until an effective
government is formed that can start to implement essential policy
changes, there appears little scope for an IMF deal or significant
external support. Until this is forthcoming, Lebanese finances will
remain under pressure, and the Lebanese pound will continue to
depreciate. According to reports the currency was trading at LBP
8,750/USD on October 7, compared to the long-standing official
exchange rate of LBP 1,507.5/USD.

Inflation over 120% yly

The effect of this depreciation and the disruptions caused by the
August explosion — parts of the port, and a grain silo, were destroyed
— has been a massive acceleration in price growth. In August, CPI
inflation hit 120.1% yl/y, with food prices up 367.2% yly. This poses
a risk not only to private consumption levels, as households see
their spending power eroded, but also to social stability as citizens
protest against these hardships. Should the Banque du Liban stop
subsidising the import of essential foodstuffs and medicine at the
official rate, inflation could even take another leg higher.
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Morocco

Economy to contract in 2020

Morocco has been hard-hit by the coronavirus pandemic, which has
not only weighed on domestic demand, but also brought the
important tourism sector to a standstill. Morocco underwent a
comparatively extended lockdown period, closing down on March
10 and only starting to ease three months later on June 10, and this
is reflected in the Q2 growth print of -14.9% yly, following on from
flat 0.1% in Q1. As such, we forecast a real GDP contraction of -
6.4% this year, with a partial recovery at 4.3% in 2021.

While activity should have picked up somewhat in the third quarter,
it will have remained far off pre-pandemic levels owing to ongoing
capacity restrictions in place in cafes and other hospitality outlets,
and with limited lockdowns in certain cities as cases rise once more.
The country has largely remained closed for tourists to now, with
flights only resuming in September for visitors from a limited number
of countries. Tourism is a major employer and accounts for some
20% of GDP, so the news is welcome for the industry. However, the
uptick in new cases in key visitor origin countries such as France in
recent weeks is more bad news.

Meanwhile, the pandemic is not the only externality to negatively
impact the Moroccan economy in 2020; the country has also
suffered from poor rains and a meagre harvest, and the agricultural
sector suffered a -6.9% contraction in Q2. According to the Bank al-
Maghrib, the bulk of the job losses which have pushed the
unemployment rate up from 8.1% to 12.3% have been in the sector.

Bank al-Maghrib keeps rates on hold

The Moroccan central bank, the Bank al-Maghrib (BAM), opted to
keep its benchmark interest rate on hold at 1.5% at its September
22 meeting, despite acknowledging that the economic outlook for
the country had deteriorated. Given that the economy will only see
a marked improvement once the coronavirus pandemic eases and
demand is unshackled once more, we expect no further cuts from
the current all-time low. Equally, despite an uptick in inflation in the
August print released on the same day, we do not expect any
tightening of policy, and the likelihood is that rates will remain at their
current levels through next year also.

Until all restrictions are eased, tourists return, or rains improve, any
further cuts are unlikely to have any material impact on improving
growth. On the other hand, we also see little chance of a rate hike
in the near future, despite the acceleration in inflation recorded in
August. CPI inflation hit 1.4% m/m (a nine-year high), compared to
-0.3% the previous month. On an annual basis, price growth also
turned positive, hitting 0.9% y/y. Food and education were the key
drivers of the acceleration. However, the trend in recent years has
been for far slower price growth, and this is expected to remain the
case, especially given the ‘weak demand pressures’ noted by the
BAM.
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Oman

Crude oil production rises in Q3

After cutting oil production more sharply than we had expected in
May to 867k b/d, by the end of August Oman had increased
production back to 940k b/d, up more than 8% from the May low
(source: Bloomberg). Year-to-date, crude oil output has averaged
966k b/d, just 1.2% lower than the average output in 2019. If Oman
continues to gradually raise oil production through the end of the
year, our forecast of a -5% y/y contraction in the hydrocarbon sector
looks too pessimistic.

However, Oman has continued to implement localised restrictions
and curfews when coronavirus case numbers rise, and the risks to
our non-oil growth sector forecast of -3.5% are likely skewed to the
downside. Consequently, we retain our headline GDP forecast at -
4.4% for 2020.

Some progress on fiscal reforms

Data for January-June shows budget revenue down -12.7% yly
while total spending is down -15.4% yly. However, the bulk of the
spending cuts have come from investment expenditure, with current
spending down only around half a percent relative to the same
period last year. Overall, the budget deficit in H1 2020 is 36% wider
yly at -OMR 899mn (USD 2.4bn) as at the end of June.

Sultan Haitham appointed a new finance minister and central bank
chairman in August, as part of a broader restructuring and
reorganisation of public administration to boost efficiency and attract
investment, which including closing some ministries and merging
others. The sultan issued a royal decree on October 12 announcing
the introduction of a 5% VAT from April 2021. Essential food items,
healthcare, education and financial services will be exempt from the
VAT. The long awaited move sends a positive signal on Oman’s
willingness to push ahead with fiscal reform.

In September, Bloomberg reported that Oman had mandated banks
for an international bond sale, although that has yet to be
announced. Fitch downgraded Oman'’s long term foreign currency
debt to BB- in August, and maintained a negative outlook. It was the
third of the big ratings agencies to downgrade Oman this year.

Public sector borrowing accelerates in Q3

Broad money supply growth accelerated slightly to 11.0% y/y in
August, compared with 2.0% y/y in December 2019 as both M1 and
qguasi money growth picked up. Private sector credit growth slowed
to just 0.4% yly in August from 2.8% at the end of last year, the
slowest since at least 2006. Public sector credit growth surged to
29.9% yly from 16.4% in July and 11.5% at the end of 2019.
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Qatar

GDP grew 0.9% y/y in Q1 2020

Preliminary data show Qatar’s economy grew 0.9% y/y in Q1 2020.
There was no change in the oil & gas sector, while non-oil sectors
grew 1.4% yly. This was driven by growth in financial services,
public administration, education, healthcare and utilities. Transport,
trade, hospitality, real estate and business services all contracted in

Q1.

PMI data show a sharp contraction in the non-oil private sector in
Q2 but a relatively strong recovery in July and August as lockdown
restrictions were eased. However, the September reading showed
a more modest m/m improvement, with slower output and new work
growth. Employment has lagged the recovery in activity in Q3 in
Qatar, remaining below the 50-level which separates expansion and
contraction. We retain our 2020 GDP growth forecast of -4.0%,
recovering to 2.6% in 2021.

M2 growth has slowed over the summer

Money supply growth contracted m/m in July and August, with the
annual growth rate slowing to 5.1% y/y in August. Bank lending to
the private sector slowed to 10.1% y/y in August, while lending to
the government and public sector accelerated to 12.7% yly.

CPI fell to -4.1% y/y in August

Despite rising 0.5% m/m in August, the annual inflation rate fell to -
4.1%, the lowest level on record. The main driver of deflation was
lower housing and utilities costs, down -4.9% yly, as this accounts
for almost 22% of the consumer basket. Transport, recreation &
culture, and clothing & footwear prices are also down y/y. While we
expect the rate of deflation to slow by year-end, we have again
revised down our average CPI forecast to -2.1% from -1.5%
previously.
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Saudi Arabia

Economy contracts -7.0% y/y in Q2

The Saudi economy contracted -8.9% g/q and -7.0% y/y in Q2 2020.
The oil sector contracted -5.3% y/y as the kingdom cut crude output
in the face of weaker global demand due to the coronavirus, while
the non-oil sector contracted -8.2% yl/y, with the private non-oil
sector down -10.1% yly.

Trade, restaurants and hotels (-24.1% q/q; -18.3% yly) were the
hardest hitin Q2 as borders were closed and lockdowns put in place
to contain the spread of Covidl9. Transport, storage &
communication GDP declined -21.6% g/q (-16.3% yly) and
manufacturing contracted -11.6% yl/y.

While the September PMI moved back above the neutral 50-level,
the average PMI for Q3 stood at 49.8, essentially indicating a
stabilisation after the coronavirus-driven contraction in Q2. We do
expect a modest rebound in Q4, but we don’t think this will be
sufficient to reach our previous -4.2% GDP growth forecast for the
year. As a result, we have downgraded our 2020 GDP growth
forecast for KSA to -5.2%. The ministry of finance is more optimistic
on GDP growth this year, estimating it at -3.8% in the preliminary
budget statement for 2021. We expect growth to recover to 3.3% in
2021.

Preliminary budget shows spending cuts in
2021

Saudi Arabia’s preliminary budget statement estimates this year's
budget deficit will reach SAR 298bn (-12% of GDP), less than our
estimate of SAR 356bn (-13.9% GDP). For 2021, the government
plans to reduce spending by -7.3% to SAR 990bn, in line with
previously published medium term budget figures. The
government’s plan to reduce spending despite the contraction in
growth this year reaffirms our view that reducing the budget deficit
is the main policy priority, ahead of boosting economic growth.

Money and inflation

Broad money supply growth in Saudi Arabia slowed slightly to 9.4%
yly in August, while private sector credit growth accelerated further
to 14.3% yly from 13.5% in July. Total public sector borrowing
remained strong at 19.7% yly, slightly faster than in July. Net foreign
assets at the central bank rose by USD 5.3bn to USD 448.7bn, the
highest level since March. The value of point of sales (POS)
transactions declined -1.2% m/m in August but were still 31% higher
yly. POS transactions rose sharply in May and June as lockdown
restrictions were lifted but declined in July when VAT increased to
15%.

Saudi inflation jumped 5.9% m/m and 6.1% yly in July as the VAT
rate trebled to 15%. Prices rose a further 0.2% m/m in August, but
the annual rate of inflation remained at 6.1%. We expect inflation to
average 3.5% in KSA this year, compared with -2.1% in 2019.
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Tunisia

Having shrunk by -22.3% yly in the second quarter (following a
-1.7% Q1 contraction), we forecast that Tunisia’'s real GDP will
contract by -6.6% in 2020 as the Covid-19 pandemic continues to
weigh on activity — even if to a lesser degree than seen in the first
half. In 2021 we forecast growth of 5.1%, but risks will remain to the
downside depending on whether or not the virus can be controlled
prior to the busy tourism season.

Almost every sector recorded a decline in the second quarter, as the
imposition of lockdowns both at home and abroad hampered
activity. Manufacturing saw a real contraction of -25.7%, while the
textiles sector shrank by -42.0% as factories were closed. The
closure of borders and the pause in international air travel
meanwhile led to a -77.5% contraction in hotels & restaurants. This
has led to the unemployment rate rising from 15% in the first quarter
to 18% at the end of Q2. Further job losses are likely in this
environment, and this will pose a secondary risk to growth through
negatively impacting private consumption. The one significant bright
spot from a growth perspective has been the agriculture & fishing
sector, which managed to secure growth of 3.6% in Q2.

Fiscal deficit will widen

In this challenging environment, the government will see its budget
deficit widen to a projected -8.0% of GDP this year, up from 4.3% in
2019. While the growth in expenditure has been minimal to date,
revenues have been severely curtailed as activity has slowed, and
we expect only a marginal improvement in this regard over the
remainder of the year. Nevertheless, the formation of a technocratic
government in September without any especial ties to political
parties could see more effective policy implementation than has
been achieved by the fractured parliament in recent years.

While the budget deficit has widened sharply, the pressures of the
current account have been absorbed far more readily, and we
forecast that the 2020 deficit will be equivalent to 5.2% of GDP,
compared to 8.5% in 2019. While exports have declined significantly
— tourism receipts alone were down 86.7% y/y in Q2 — this has been
offset by sizeable declines in imports. Reserves have risen this year,
from USD 7.4bn in January to USD 8.0bn in July, and after
depreciating at the start of the year, the dinar is currently trading at
levels last seen in 2018.

A further rate cut

Moderating price growth compared to recent years has also
benefitted the exchange rate. CPI inflation has averaged just 5.8%
yly over January to September this year, compared to 6.7% in 2019
and 7.3% in 2018. The August and September prints were just 5.4%,
levels last seen in mid-2017. In this environment, the Banque
Centrale de Tunisie has been able to loosen monetary policy, and it
followed up the 100 basis points (bps) cut it made to its benchmark
interest rate in March with a further 50bps cut in September. This
takes the benchmark rate to 6.25%.
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UAE

Oil production likely to decline in Q4

Oil production in Q3 was higher than the UAE’s OPEC agreed
target, averaging 2.87mn b/d. The UAE has agreed to cut
production in Q4 to compensate for this and indeed oil production
did decline to 2.68mn b/d in September from 2.99mn b/d in August.
Year-to-date, the UAE’s crude output is down -3.5% from the 2019
average. With further cuts in Q4 2020, we expect average
production oil production this year to be down -7.5% yly. As the
hydrocarbons sector accounts for around 30% of UAE GDP, the
contraction in the sector this year will weigh on headline growth.

Non-oil economy appears to have stabilised

Preliminary data showed non-oil GDP contracted by -2.7% yly in Q1
2020. PMI survey data showed a sharper contraction in Q2 as strict
lockdown restrictions were in place for several weeks across the
country in April, and borders remained closed to visitors until early
July.

PMI survey data showed a recovery in business activity in Q3, with
the headline PMI averaging 50.4 for the quarter. This indicates a
stabilisation or modest recovery in the non-oil sectors Q3, which we
expect will continue to gain momentum in Q4. We retain our 2020
non-oil sector growth forecast at -4.6% with headline GDP expected
to contract -5.5% this year. Nevertheless, with the number of
coronavirus cases rising in recent weeks, and economic data
pointing to slower growth in the major economies over the last
month, the risks to our forecast are skewed to the downside.

We expect non-oil sector growth to accelerate to 2.5% in 2021 but
oil production will continue to be a drag on headline growth. We
forecast total real GDP growth at 1.2% in 2021.

Private sector credit growth remains weak

M2 money supply grew 11.1% yly in August, the fastest annual
growth since 2014. The main driver has been higher cash in
circulation (25.6% yl/y) although demand deposits and quasi money
growth have accelerated this year as well. Bank deposit growth
accelerated to 7.7% yly in August, as corporate deposits rose 2.4%
m/m after six months of decline.

Gross loan growth was flat m/m and up 5.5% y/y in August. Public
sector borrowing continued to be the main driver of loan growth, with
private sector credit declining -0.4% m/m and -1.6% y/y in August.
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UAE - Dubai

Business conditions stabilise in Q3

The Dubai PMI averaged 51.4 in Q3, indicating a recovery in the
economy after two quarters of contraction. While output and new
work have increased m/m since lockdown restrictions were eased
in June, firms have discounted prices in order to boost demand. As
a result of margin pressures, firms have continued to reduce
headcount even as output has started to recover. This is likely to
weigh on consumer demand and confidence until there is some
improvement in the labour market.

Travel and tourism lags the recovery

The September PMI survey showed the travel and tourism sector
stabilising after six months of contraction. Although Dubai opened
its borders to tourists in early July, quarantines and travel
restrictions in other countries has meant international visitor
numbers likely remain well below pre-pandemic levels. Indeed,
IATA does not expect global air passenger volumes to return to pre-
pandemic levels until 2024.

The sector has therefore relied increasingly on the domestic market
to drive activity. Hotel occupancy rose to 41% in August from the
April low of 23.6%, while RevPAR has more than doubled since April
to USD 40.3. Nevertheless, these metrics remain well below year-
ago levels. While the PMI survey indicated that firms in the sector
were the most optimistic about the year ahead since February, the
speed of the recovery will almost certainly depend on how quickly a
vaccine for Covid-19 can be approved, manufactured at scale and
distributed globally.

Real estate prices decline in Q3

Residential real estate prices declined by another -2.1% qg/q in Q3
2020, according to data from ASTECO. Villa prices were down -
9.5% yly while apartment prices fell -10.6% y/y. Office sales prices
declined -8.4% yly in Q3, similar to the change in Q2.

The number of sales transactions rebounded in Q3 by more than
50% q/q after a similar sized contraction in Q2 due to lockdown
restrictions. However, most of the transactions in Q3 were on
existing properties; sales of off-plan properties are still down by a
third compared to Q3 2029.

Villa rents declined -2.0% y/y in Q3, slightly slower than the rate of
decline in H1. Apartment rents fell -4% yly, with rents for studio
apartments declining by more than for larger apartments.

Office rents declined at a faster rate in Q2 and Q3 compared with
the first quarter this year. Average office rents (price per square foot
across 13 areas) fell -5.8% q/g and -16.8% y/y in Q3 2020.
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Key Economic Forecasts: Algeria

Nominal GDP (DZD bn) 18594 19307 19490 17385 18564
Nominal GDP (USD bn) 167.6 165.5 163.2 139.6 140.1
GDP per capita (USD) 4057 3941 3824 3220 3186

CPI (average)

Exports

Imports 60.1 60.1 57.1 57.1 59.9

Trade balance -22.4 -15.7 -13.6 -20.1 -18.5
% GDP -13.5 -9.8 -8.1 -12.1 -11.3

Current account balance -22.1 -16.7 -14.6 -21.2 -19.7
% GDP -13.3 -10.4 -8.7 -12.8 -12.1

Reserves

I S S R

Revenue 6183 6504 6830 6244 6836
Expenditure 7389 8273 8687 8687 9121

Budget Balance -1206 -1769 -1856 -2442 -2285
% GDP -6.5 -9.2 -9.5 -14.0 -12.3

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

Nominal GDP (BHD bn)
Nominal GDP (USD bn) 35.5 37.7 38.6 35.9 38.4

GDP per capita (USD) 23632 25052 25993 24181 25630

M2 4.2 2.4 11.1 9.0 4.0

Private sector credit 25 9.9 1.1 6.0 5.0

CPI (average) 1.4 2.1 1.0 -2.0 1.0

Exports
Of which: hydrocarbons 8.6 10.6 9.9 6.2 7.3
Imports 16.1 19.1 17.3 14.5 15.9
Trade balance -0.6 -1.1 0.9 -0.4 -0.5
% GDP -1.6 -2.8 2.2 -1.2 -1.4
Current account balance -1.5 -2.4 -0.8 -3.0 -1.9
% GDP -4.1 -6.5 -2.1 -8.5 -5.0

Fiseal Indicators (% GOP) ] _ _ ] _

Budget balance -10.0 . . -11.1
Revenue 16.5 19.6 20.0 13.9 16.5
Expenditure 26.5 25.9 24.7 25.0 24.2

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

Nominal GDP (EGP bn) 34415 4302.7 4950.5 5441.5 5891.7
Nominal GDP (USD bn) 225.7 2415 291.6 342.6 375.3
GDP per capita (USD) 2314 2430 2882 3328 3585

M2 23.3 12.5 26.0 8.7 9.4

CPI (average) 29.6 14.4 9.4 5.2 5.9
1 1 | [
Exports 21.7 25.8 28.5 28.1 30.0
Imports 59.0 63.1 66.5 62.9 64.1
Trade Balance -37.3 -37.3 -38.0 -34.8 -34.1

% of GDP -16.5 -15.4 -13.0 -10.2 9.1
Current Account Balance -2.8 -6.0 -10.9 -13.2 -11.1
% of GDP -6.4 -2.5 -3.7 -3.9 -3.2
Reserves 31.3 44.3 44.4 40.0 42.0
[ 1 | |
Revenue (EGP bn) 659184 821134 941910 983096 1039136
Expenditure (EGP bn) 1025109 1235101 1367878 1462942 1622920
Balance* -372758 -423273 -425968 -479846 -583783
% of GDP -10.83 -9.84 -8.60 -8.82 -9.91
Central Government Debt (EGP mn) 2685898 3121804 3730857 4500000 4600000
% of GDP 78.0 72.6 75.4 82.7 78.1

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

Nominal GDP (IRR tn) 14841 17124 22658 26439 31131
Nominal GDP (USD bn) 446.9 422.4 539.5 629.5 741.2
GDP per capita (USD) 5391 5035 6354 7327 8525

CPI (average)

Exports 98142 99782 79080 67861 72589
Imports 75546 77057 73204 74668 81388
Trade balance 22596 22725 5876 -6807 -8799
% GDP 5.1 54 1.1 -1.1 -1.2
Current account balance 15816 15832 -1129 -13926 -16031
% GDP 3.5 3.7 -0.2 -2.2 -2.2
IR S S S
Revenue
Expenditure 2429400.0 2769516.0 2824906.3 3107397.0 3293840.8
Budget Balance -753700.0 -725162.0 -944100.6 -1602752.4 -1759103.3
% GDP -5.1 -4.2 -4.3 -6.0 -5.6

Source: Haver Analytics, Emirates NBD Research

Page 25



[(a Emirates NBD

Key Economic Forecasts: Iraq

Nominal GDP (IQD tn) 215516 252128 284719 261317 287566
Nominal GDP (USD bn) 166.2 215.5 243.3 223.3 245.8
GDP per capita (USD) 4120 5192 5701 5089 5447

0.4 -0.2 0.2 1.0

CPI (average) 0.7

Exports 57559 86360 81585 61189 76486
Imports 32186 38876 49418 52383 60240
Trade balance 25374 47484 32168 8806 16246
% GDP 15.3 22.0 13.2 3.9 6.6
Current account balance 14893 34370 15763 -13508 -12265
% GDP 9.0 15.9 6.5 -6.0 -5.0
1 1 | |
Revenue 76300 105600 122000 70000 85000
Expenditure 80100 84700 125000 123100 130000
Budget Balance -3800 20900 -3000 -53100 -45000
% GDP -1.8 8.3 -1.1 -20.3 -15.6

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

Nominal GDP (JOD bn)
Nominal GDP (USD bn) 40.7 42.3 43.7 43.7 46.5

GDP per capita (USD) 4621 4690 4741 4640 4837

M2 -0.8 2.3 4.8 4.0 3.2

CPI (average) 3.3 4.5 0.3 2.4 3.0
IR S S S —
Exports
Imports 18.2 18.1 17.3 15.2 16.3
Trade Balance -10.7 -10.3 -9.0 -7.7 -8.4
% of GDP -26.3 -24.4 -20.6 -17.7 -18.2
Current Account Balance -4.4 -3.0 -1.2 -1.4 -1.3
% of GDP -10.8 -7.0 -2.8 -3.1 -2.8
Reserves 15.0 12.9 16.0 16.0 16.0
[ [ | |
Revenue (JOD mn) 7425.1 7839.8 7754.2 7136.6 7608.1
Expenditure (JOD mn) 8172.6 8567.2 8812.0 8957.3 9161.2
Balance -747.9 -727.5 -1058.5 -1820.8 -1553.1
% of GDP 2.7 -2.6 -3.8 -6.5 -5.6
Central Government Debt (JOD mn) 23239.2 23240.2 23241.2 23242.2 23243.2
% of GDP 87.4 86.5 81.9 100.0 105.0

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

Nominal GDP (KWD bn)

Nominal GDP (USD bn) 120.7 140.6 134.6 107.0 115.6
GDP per capita (USD) 26819 30431 28571 22258 23582
Hydrocarbon

Non-hydrocarbon 1.3 1.3 3.0 -5.5 25

M3 3.8 3.9 -1.2 7.0 4.0

Private sector credit 2.8 3.9 4.4 4.0 5.0
CPI (average) 1.6 0.6 11 2.3 15
I IS S S —
Exports
Of which: hydrocarbons 49.6 65.3 58.6 35.1 41.8
Imports 29.5 31.1 294 28.0 30.0
Trade balance 25.7 41.0 35.3 11.1 16.3
% GDP 21.3 29.2 26.2 10.4 14.1
Current account balance 9.6 19.9 22.1 -7.9 -2.2
% GDP 8.0 14.1 16.4 -7.4 -1.9
IR S S S
Budget balance -13.8 -30.8 -20.8
Revenue 43.7 48.4 42.1 354 37.5
Expenditure 52.6 51.4 55.9 66.1 58.3

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

Nominal GDP (LBP bn) 80491 87253 92221 76171 81659
Nominal GDP (USD bn) 52.1 62.3 65.9 54.4 58.3
GDP per capita (USD) 11802 13953 14665 12048 12916

M2 -3.5 -2.8

-17.0 -16.0 10.0
CPI (average) 4.5 6.1 10.1 65.0 30.0
1 1 T 1
Exports 4.0 3.8 4.8 4.5 4.9
Imports 18.4 18.9 18.2 10.9 10.4
Trade Balance -14.4 -15.1 -13.4 -6.4 -5.5
% of GDP -27.6 -24.2 -20.3 -11.7 -9.4
Current Account Balance -12.1 -13.4 -11.5 -7.8 -6.2
% of GDP -23.3 -21.4 -17.5 -14.3 -10.7
Reserves 42.0 39.7 37.3 26.1 24.8
1 1 | [
Revenue (LBP bn) 17524 17405 16680 13955 13922
Expenditure (LBP bn) 23186 26821 25479 21580 21694
Balance -5662 -9416 -8799 -7625 -7773
% of GDP -7.0 -10.8 -9.5 -14.4 -13.2
Central Government Debt (LBP bn) 120007 128338 138150 135697 145697
% of GDP 149.1 147.1 149.8 178.1 178.4

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

Nominal GDP (MAD bn) 1063.0 1108.5 1151.2 1086.5 1141.8
Nominal GDP (USD bn) 109.6 118.1 119.7 113.4 117.7
GDP per capita (USD) 3065 3262 3267 3058 3139

M2 7.4 5.5 5.9 10.0 5.0

CPI (average) 0.8 1.8 0.3 0.8 0.8
1 | [ [
Exports 21.5 24.6 24.7 21.0 25.1
Imports 39.5 449 44.7 37.1 43.7
Trade Balance -18.0 -20.3 -20.0 -16.1 -18.6

% of GDP -1.7 -1.8 -1.7 -1.5 -1.6
Current Account Balance -3.7 -6.2 -4.9 -6.6 -6.4

% of GDP -3.4 -5.3 -4.1 5.7 -5.2
Reserves 25.8 245 26.5 26.0 26.0

1 1 | [

Revenue (MAD mn) 231083 264276 253380 229825 243349
Expenditure (MAD mn) 213655 219577 239772 240920 250675
Balance* -35729 -40892 -46674 -77770 -78002

% of GDP -3.4 -3.7 -4.1 -7.1 -6.8
Central Government Debt (MAD mn) 692 723 748 785 793

% of GDP 65.1 0.7 0.7 79.5 80.3

Source: Haver Analytics, Emirates NBD Research
Note: * includes balance of treasury accounts and minus investments
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Key Economic Forecasts: Oman

Nominal GDP (OMR bn)
Nominal GDP (USD bn) 70.5 79.2 76.0 67.2 70.7

GDP per capita (USD) 15462 17022 16028 13881 14316

M2 4.2 8.3 2.0 10.0 4.0

Private sector credit 6.4 5.1 2.8 2.0 4.0
CPI (average) 1.6 0.9 0.1 0.0 1.0
IR S A S

Exports

Of which: hydrocarbons 19.2 27.3 26.5 15.4 18.1
Imports 24.2 23.7 20.5 19.5 20.4
Trade balance 8.8 18.1 18.3 7.4 10.0

% GDP 12.4 22.9 24.0 11.1 14.1
Current account balance -11.0 -4.3 4.1 -13.5 -10.0

% GDP -15.6 -5.4 -5.5 -20.0 -14.2

Fiscal Inicators (% GOP) _____

Budget balance -13.9 -15.4 -11.7
Revenue 314 35.9 35.6 31.0 34.3
Expenditure 45.2 44.6 44.6 46.4 45.9

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

Nominal GDP (QAR bn) 607.6 696.6 667.8 538.7 649.2

Nominal GDP (USD bn) 166.9 191.4 183.5 148.0 178.4

GDP per capita (USD) 61371 71138 68254 54247 64404
I I S N N

Hydrocarbon

Non- hydrocarbon 3.8 3.2 1.3 -4.0 4.0

M2 21.3 -6.5 2.5 2.0 6.0

Private sector credit 6.4 13.0 19.5 7.0 7.0
CPI (average) 0.3 0.1 -0.9 2.1 1.0
IR S S S
Exports
Of which: hydrocarbons 56.8 72.5 70.6 42.3 50.5
Imports 30.8 33.3 31.4 30.4 31.3
Trade balance 36.7 51.0 41.6 20.9 29.1
% GDP 22.0 26.6 22.7 14.1 16.3
Current account balance 6.4 16.7 4.2 -7.6 -1.9
% GDP 3.8 8.7 2.3 -5.1 -1.0
I S S S
Budget balance -10.5
Revenue 26.9 29.8 32.2 26.6 25.7
Expenditure 33.5 27.7 31.2 37.1 30.8

Source: Haver Analytics, IMF, Emirates NBD Research
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Nominal GDP (SAR bn) 2582
Nominal GDP (USD bn) 689
GDP per capita (USD) 21155

2949

787

23542

2974 2565
793 684
23224 19600

2791

744

21325

Real GDP Growth (%) _____

Hydrocarbon

Non- hydrocarbon 1.3

2.2

3.3 -5.4

3.4

2 0.3 2.7 7.1 10.0 5.0

Private sector credit -0.9

CPI (average) -0.8

2.8

2.5

7.0 15.0

-1.2 3.5

5.0

2.0

Exports 221.9
Of which: hydrocarbons 170.2
Imports 123.4
Trade balance 98.5
% GDP 14.3
Current account balance 10.5
% GDP 15
SAMA's Net foreign Assets 488.9

294.4

231.6

125.6

168.7

215

70.6

9.0

500.0

261.5 167.7
231.6 122.7
132.2 120.0
129.3 47.7
16.3 7.0
49.8 -22.3
6.3 -3.3
494.0

196.3

150.3

123.0

73.3

9.8

2.3

0.3

Budget balance

Revenue 26.8
Expenditure 36.0
Public debt 17.2

Source: Haver Analytics, Emirates NBD Research

30.7

36.6

19.0

-13.9
31.2 24.3
35.6 38.2
22.8 34.3

26.1

35.1
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Nominal GDP (TND bn)
Nominal GDP (USD bn)

GDP per capita (USD)

40.1

3800

35.7

3643

33.4

3245

31.3

3037

32.0

2846

Monetary Indicators (% y/y)

CPI (average)

5.3

7.4

6.7

5.6

11.7 7.1 10.8 12.0 10.0

5.8

Exports

Imports

Trade Balance

% of GDP

Current Account Balance
% of GDP

Reserves

19.5

215

211

-5.6

-16.8

-10.2

7.3

15.9

7.8

17.0

-2.3

-7.1

-1.3

6.0

Revenue (TND mn)

Expenditure (TND bn)

Balance*

% of GDP

Central Government Debt (TND mn)

% of GDP

Source: Haver Analytics, Emirates NBD Research
Note: * does not include privatizations fees and grants

23891

29546

-5655

-6.2

67830

70.2

27942

32624

-4682

-5.4

81345

77.9

32367

35858

-3491

-4.3

87853

93.2

29777

36575

-6797

-8.0

89610

95.1

30969
35843
-4875

-5.5
91402

97.0
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Key Economic Forecasts: UAE

Nominal GDP (AED bn) 1416.1 1550.6 1546.6 1345.6 1415.0
Nominal GDP (USD bn) 385.9 422.5 421.4 366.6 385.6
GDP per capita (USD) 41472 45411 45295 40211 42075
IS ] ] ST S
Hydrocarbon
Non-hydrocarbon 4.8 0.7 1.0 -4.6 25
Dubai
— — — — —
Private sector credit 0.8 4.0 0.1 0.0 25
CPI (average) 2.0 3.1 -1.9 -2.0 0.0
1 1 | |
Exports 3135 321.0 315.9 278.5 296.6
Of which: Oil & petroleum 50.6 57.9 49.6 30.9 36.3
Imports 246.3 235.3 241.1 233.9 238.6
Trade balance 67.2 85.6 74.8 44.6 58.1
% GDP 17.4 20.3 17.7 12.2 15.1
Current account balance 27.5 40.5 29.7 5.0 15.5
% GDP 7.1 9.6 7.0 1.4 4.0
IS S S S A
Consolidated budget balance (IMF) -11.1

Consolidated budget balance (UAE
FCSA to 2019, Emirates NBD forecasts) -0.2 5.8 55 -6.8 -4.8

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

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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