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Core Views

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

GDP forecast to expand 3.7% and 3.9% in 2014 and 2015 respectively. We expect

Dubai to outperform Abu Dhabi, with the former benefiting 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 2014 as commercial banks continue to increase provisioning

against potential loan losses owing to the debt funding cliff.

Major Forecast Changes

On the back of a stronger-than-expected recovery in Dubai's residential property sector,

we have revised up our 2014 average inflation forecast, and now project the headline

print coming in at 2.5% this year.
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The Dubai economy is going from strength to strength and we hold a bullish outlook

across a whole host of sectors. We forecast that

Dubai will outperform the other emirates and become an increasingly important growth

driver in the UAE on the back of the tourism, real estate and retail sectors. In addition,

the key risk of the 2014 debt funding cliff is lessening as restructuring is occurring

relatively smoothly. We forecast real GDP growth for Dubai of 4.3% in 2014 and 4.5% in

2015, following an estimated 4.7% in 2013.
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in 2013.
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After its recent experience of boom and bust, we are forecasting a slower but more

sustainable growth trajectory for the UAE over the next five to 10 years. Consumer

spending will remain the key driver of GDP. However, investment and government

spending are also significant, and this relative dependence on domestic demand puts it

at some degree of risk.
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