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Abstracts

Core Views

Our baseline scenario sees relatively solid growth over the coming quarters, with real

GDP forecast to expand 3.9% and 4.0% in 2014 and 2015 respectively.

We expect Dubai to outperform Abu Dhabi, with the former benefitting from increased

activity in the trade and tourism sectors, in addition to our expectation that the all-

important real estate industry is now set for sustained growth.

Credit growth to the private sector will remain relatively slow through 2015 as

commercial banks continue to increase provisioning against potential loan losses due to

the debt funding cliff.

Major Forecast Changes

On the back of weaker oil prices, we have lowered our forecast for the UAE's fiscal

surplus from 4.7% to 3.4% in 2015.
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We hold a bullish outlook on Dubai's economy over the coming years. Accelerating

economic activity is evident across a host of sectors as the emirate benefits from its

'safe-haven' status. Dubai will become an increasingly important growth driver in the

UAE as it records the fastest GDP growth rates on the back of the tourism, real estate

and retail sectors. We forecast real GDP growth of 4.4% in 2014 and 4.6% in 2015,

following growth of 4.6% in 2013.
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Abu Dhabi will see a modest slowdown in economic growth over the coming years as

gains in the dominant oil sector become harder to maintain. The non-oil sector will

become the key growth driver in the coming years, with construction and real estate the

outperformers. Even with the decline in oil prices, we do not expect spending to be

curtailed, as the emirate has substantial fiscal buffers from lower oil prices. We forecast

Abu Dhabi's real GDP growth to reach 3.5% in 2014 and 3.2% in 2015, following 5.2%

in 2013.
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  Table: Sharjah – Major Planned Infrastructure Projects

Islamic Finance Overview

New Markets To Emerge, But Impediments To Restrain Growth

We maintain our bullish outlook on the global Islamic Banking sector over the coming

years. However, we believe that growth rates have peaked, and highlight numerous

obstacles to the sector gaining global precedence.

Oil Exports Overview

Mixed Impact From Lower Oil Prices

Saudi Arabia, UAE and Kuwait are best placed to absorb a significant decline in oil

prices over the coming quarters due to substantial fiscal buffers, enormous reserves

and low budget breakeven prices. Elsewhere, Middle Eastern oil exporters will be hard

hit by sustained weaknesses in oil prices. In Iran, lower oil prices will weaken President

Rouhani's position and would lead to political gains for the conservatives. Over the

longer term, oil prices around USD60/bbl pose an existential risk to the Islamic regime.
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