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The Gulf economies: young,
big and growing fast

Visit our blog for periodic updates at:

pwc.blogs.com/economics_in_business

Watch out for the GCC

For the past decade, the seven largest
emerging market economies (the E7*)
have monopolised the spotlight. We
think the Gulf Cooperation Council
(GCC**) economies deserve more
attention from global business than they
are currently receiving.

Here are three reasons why:

• collectively, the GCC is as big as the
Indian economy;

• they have grown faster than most E7
economies on average since 2000
and have the potential to continue
this trend as the GCC workforce is
projected to grow by almost a third
by 2025; and

• they continue to maintain a pro-
business environment which,
coupled with an already sound
banking system, has led to rapid
growth of their non-oil and gas
sectors (see Figure 1).

However, this is not the full picture.

With the opportunity of a bigger
workforce comes the challenge of
creating an extra 10 million jobs by
2025.

We think this challenge could provide
the Gulf with a golden opportunity to
push through the reforms needed to

diversify away from oil and gas based
production and create the jobs of the
future.

The Gulf also has the potential to
transform into the international Islamic
finance hub and become a staging post
for South to South investment.

PwC GCI hits a new high

In November, our leading indicator of
global consumer spending, the PwC
Global Consumer Index (GCI), hit its
highest level since we started to publish
this in October last year, growing by
3.8% year-on-year (see page 4).

This is driven in large part by more
positive economic sentiment in most
advanced economies, particularly the
UK and the US.

Eurozone not a drag on global
GDP

There was even some positive news
coming out of the Eurozone. The latest
Q3 GDP data showed the bloc grew by
0.1% quarter on quarter, implying it is
no longer dragging down global GDP.

However, divergences within the
Eurozone are still marked with the
peripheral economies having a long way
to go to reach their pre-crisis GDP
levels.

Fig 1: Non-oil GDP has grown faster than oil GDP in the two largest GCC economies

Source: National statistical sources, PwC analysis
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*Emerging 7 (E7): China, India, Brazil, Russia, Mexico, Turkey and Indonesia
** Gulf Cooperation Council (GCC): United Arab Emirates, Saudi Arabia, Bahrain, Oman, Qatar and Kuwait



How do you assess the current
state of the GCC economies?

The GCC has plenty to be optimistic
about as we expect GDP growth to
continue outpacing other high growth
markets. The commitment of
Governments and Leaders in the GCC to
diversify the economies in areas outside
of oil production and become more ‘pro-
business’ means they are creating a solid
platform for sustained future growth. In
line with this commitment, we have seen
massive investments in physical
infrastructure (such as transport and
power) as well as programs designed to
improve employment opportunities,
housing, healthcare and education
across the GCC.

What are the key drivers for
further economic growth in the
GCC?

Oil prices undoubtedly fuel growth, but
even so, we expect non-oil growth in the
next decade to be around 8%*. We see a
number of additional factors driving
future growth including: political
stability; macro-economic reform and
modernisation; and enhancement of
private sector competitiveness. For
example, the UAE, Qatar and Saudi
Arabia continue to have the least
demanding tax framework globally,
retaining the top 3 positions in the
overall tax ranking**. Finally, the build-
up of skills in the region both GCC
nationals and people arriving from
outside creates a huge opportunity.

What do you think is the role of the
GCC in enhancing South-South
trade and investment flows?

There are two fundamental things that
the GCC does well. First, it’s a place as a
centre of Finance in the region. To give
an example, Dubai has already set out its
stall to become the global centre of
Islamic Finance, and this element of
Finance alone is a fast growing sector –
we expect that Global Islamic Finance
assets will more than double from $1.2

trillion in the next four years***
Secondly, the region’s airlines have been
very successful in anticipating and
capitalising on both investment and
physical flows over the last 10 years, and
their strategic placement of hubs and
routes has fuelled massive growth,
putting them truly on the global stage.

What do you think will be the
impact of Dubai wining the Expo
20/20 on the UAE and the GCC
generally?

The World Expo is an event format that
dates back more than 150 years, yet it is
still fresh and relevant. We expect it will
bring immediate and also lasting
tangible benefits to the UAE, GCC
countries and the wider Middle East
region; the legacy of Expo will remain,
both in the outlook of its people but also
in the Government investment in
expanding infrastructure.

Economic update: the Eurozone still has a
long way to go

But at least it is no longer dragging down the level of global
GDP

The latest data release from the Eurozone showed the monetary union
grew by 0.1% quarter on quarter in Q3 2013, confirming our view of a
weak but gradual recovery.

There was some modestly positive news coming out of Spain and
Portugal, which grew by 0.1% and 0.2% quarter on quarter respectively.
This was partly driven by the up-turn in the tourism numbers that we
commented on in a recent blog post1.

Divergences within the bloc remain

However, divergences remain both in terms of economic growth and
GDP levels relative to pre-crisis peaks. Figure 2 shows that the German
economy is around 4% bigger than it was at the beginning of the crisis
(defined here as the fourth quarter of 2007). On the flipside, the
peripheral economies remain significantly smaller than before the crisis -
Spanish GDP, for example, is still around 5% below its pre-crisis level.

Going forward, we project average growth in the Eurozone bloc of 0.9%
next year. The good news is that this is higher than the minimum 0.7%
annual average growth rate it will need to return to its pre-crisis GDP by
2015 (see Table 1 ).

However, as Table 1 shows, this is much tougher to achieve for the
peripheral economies. For example, our analysis shows that the Italian
economy, which is the worst performer in Figure 2, will need to grow on
average by 4.1% per annum to regain its lost ground by 2015, or (more
realistically) by 1.3% per annum to hit the same target by 2020. Even this
latter objective may be challenging to achieve given that the Italian
economy showed no net growth during the 2002-12 period.
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Hani Ashkar

PwC Middle East
Region, Senior
Partner

Fig 2: The Eurozone GDP level is still below its pre-crisis peak

Source: Thomson Datastream, PwC analysis

1 “Summer sunshine warms up Europe” Please see: http://pwc.blogs.com/economics_in_business/2013/09/summer-sunshine-warms-up-europe.html

* PwC Middle East projections, **‘Paying Taxes 2014’ , World Bank and PwC, pwc.com/payingtaxes , *** ‘Islamic Finance, Creating value’ PwC
https://www.pwc.com/m1/en/publications/islamic_finance_capability_statement.pdf
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Germany Eurozone France

Spain Italy Portugal

Annual growth rate
required to return to 2007
Q4 GDP levels by:

2015 2020

Eurozone 0.7% 0.2%

Spain 2.4% 0.7%

Portugal 3.4% 1.1%

Italy 4.1% 1.3%

Table 1: The peripheral economies have a long way to go to reach their
pre-crisis GDP levels.

Interview with PwC Middle East

Please visit our website on
pwc.co.uk/GEW for a more detailed
transcript of the interview.



Gulf economies are young, big and growing fast

For the past decade the seven largest emerging market economies (the E7)

have been monopolising the spotlight. However, we think the Gulf

Cooperation Council (GCC) countries deserve more attention from global

business than they are currently receiving.

Figure 3 shows that in 2012 the GCC, taken as a single economic bloc, was the

third largest high-growth market economy in the world. It had an economy

equivalent to the size of India (based on GDP at current market exchange

rates). Since 2000 the GCC has grown at an average rate of 8.1% per annum,

faster than most emerging economies including Russia and Brazil. The GCC’s

growth outlook is also bright as the workforce is projected to grow by almost a

third by 2025.

More pro-business than you think

So what’s been driving this growth? Strong global energy prices have been a

significant factor, but this is not the complete story. Russia, which is also an

energy exporting economy, grew at an average rate of 6.9% per annum over the

2000-12 period, which is around 1.5 percentage points per annum slower than

the Gulf economies.

So what have the Gulf economies being doing differently?

• First, the GCC continue to maintain a more pro-business environment than

other E7 economies. Figure 4 shows that all but one of the GCC economies

rank higher in the World Bank’s latest Ease of Doing Business Index than

any of the E7 economies.

• Second, this pro-business climate has encouraged non-oil related activity to

flourish. Figure 5 shows that, while hydrocarbons continue to account for a

significant proportion of GDP for some Gulf countries, the growth of the

non-oil and gas sector in the GCC has been strong in all cases since 2000.

• Third, GCC economies generally have sound financial systems, which has

helped them weather the financial crisis relatively well. For example, the

International Monetary Fund (IMF) recently stated that the Saudi Arabian

“banking system remains well-capitalised, profitable and highly liquid”1.

Wanted: 10 million jobs by 2025

Our analysis shows that, unlike some of the E7 economies (most notably

Russia), the Gulf’s workforce will expand rapidly over the next decade. The

United Nations estimates the potential workforce will grow by around a third

by 2025. To keep these extra people busy, 10 million net new jobs will need to

be created. This is both an opportunity and a challenge for the future.

In our view, this provides the Gulf with a golden opportunity to push through

reforms and further encourage the growth of the non-hydrocarbon private

sector. By doing so, the GCC will create the jobs of the future it needs, and

diversify away from oil based production.

These changes will have national, regional and international business

implications. The GCC economies could enhance their role as a hub between

the West and the East. Building on an already sound banking system, the Gulf

economies could become the international centre of Islamic finance. The Gulf

could also act as a staging post for South to South investment2. Expanding

these roles will help provide the necessary opportunities for the many millions

of young university graduates that the region will produce between now and

2025.
1 “Saudi Arabia: 2013 Article IV Consultation”, July 2013
2 Refers to investment flows between the E7 and other emerging economies.

Fig 3: GCC economies are too big and too dynamic to
ignore

Size of the bubble indicates the size of the economy and is
calculated using GDP at current market exchange rates.
Source: IMF, PwC analysis
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Beyond oil: outlook for the Gulf economies

Fig 4: Most GCC countries outperform emerging
market competitors on ease doing business metrics

Fig 5: The non-hydrocarbon sector has the potential to
become the driving force of the economy

Source: National statistical authorities, PwC analysis

Source: World Bank, Ease of Doing Business, 2014
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Interest rate outlook of major economies

Current state (Last change) Expectation Next meeting

Federal Reserve 0-0.25% (December 2008) QE tapering expected during 2014 17/18 December

European Central Bank 0.25% (November 2013) On hold at least until 2014 5 December

Bank of England 0.5% (March 2009) On hold at least while unemployment is above 7% 5 December
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We help you understand how big economic, demographic, social, and environmental changes affect your organisation by setting out scenarios that identify growth
opportunities and risks on a global, regional, national and local level. We help make strategic and tactical operational, pricing and investment decisions to support
business value creation. We work together with you to achieve sustainable growth.
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The GCI provides an early steer on consumer spending and growth prospects in the
world’s 20 largest economies. For more information, please visit
www.pwc.co.uk/globalconsumerindex

Projections: December 2013

Sources: PwC analysis, National statistical authorities, Thomson Datastream and IMF. All inflation indicators relate to the CPI, with the exception of the Indian
indicator which refers to the WPI. Note that the tables above form our main scenario projections and are therefore subject to considerable uncertainties. We
recommend our clients look at a range of alternative scenarios, particularly for the Eurozone. *PPP refers to Purchasing Power Parity and MER refers to market
exchange rates.

PwC’s Global Consumer
Index – November 2013

Global consumer spending has again
reached a new high as the global economic
recovery gathers pace. Equity markets
have been boosted by the recent
announcements that the US stimulus
programme will continue for the moment.

Global money supply is rising and
industrial production is improving. This is
consistent with the positive market and
consumer sentiment in major economies.

P P P * MER* 2012 2014p 2015-9p 2012 2013p 2014p 2015-9p

Global (market exchange rates) 2.6 2.3 2.9 3.1 4.7 4.6 4.9 4.6

Global (PPP rates) 3.1 2.8 3.4 3.7

United States 19.1% 21.7 % 2.8 1 .7 2.4 2.4 2.1 1.4 1 .8 1.9

China 14.3% 10.5% 7 .7 7 .6 7 .5 7 .0 2.7 2.7 3.0 3.4

Japan 5.6% 8.4% 2.0 1 .8 1.7 1 .2 -0.0 0.3 1 .6 1.5

United Kingdom 2.9% 3.5% 0.1 1 .4 2.4 2.4 2.8 2.6 2.3 2.0

Eurozone 14.2% 18.8% -0.7 -0.5 0.9 1 .5 2.4 1.4 1 .5 1.9

France 2.8% 4.0% 0.0 0.1 0.9 1 .6 2.2 1.0 1 .3 2.0

Germany 3.9% 5.1% 0.9 0.5 1.4 1 .5 2.1 1.6 1 .7 2.0

Greece 0.4% 0.4% -6.4 -3.8 0.2 2.5 1 .0 -0.7 -0.0 1.0

Ireland 0.2% 0.3% 0.1 0.2 2.4 2.7 1 .9 0.6 1 .3 1.7

Italy 2.3% 3.2% -2.6 -1 .8 0.3 0.8 3.3 1.3 1 .6 1.7

Netherlands 0.9% 1.2% -1.3 -1 .3 -0.2 1 .6 2.8 2.6 1 .6 2.1

Portugal 0.3% 0.3% -3.2 -1 .5 1.2 1 .8 2.8 0.8 1 .2 1.5

Spain 1.8% 2.1% -1.4 -1 .3 0.7 1 .7 2.4 1.5 1 .3 1.7

Poland 1.0% 0.7 % 2.0 1 .1 2.3 3.9 3.7 1.3 2.2 2.5

Russia 3.0% 2.7 % 3.5 1 .9 3.1 3.8 5.1 6.6 5.9 5.6

Turkey 1.4% 1.1% 2.2 3.6 3.8 4.5 8.9 7 .4 6.4 4.8

Australia 1.2% 2.1% 3.7 2.5 2.7 3.1 2.4 2.1 2.5 2.7

India 5.7 % 2.4% 5.1 4.4 5.4 6.5 7 .5 6.3 6.0 6.0

Indonesia 1.4% 1.2% 6.2 5.6 5.8 6.3 4.3 7 .3 6.5 5.1

South Korea 2.0% 1.6% 2.0 2.6 3.2 3.8 2.2 1.7 2.5 2.9

Argentina 0.9% 0.6% 2.0 4.5 2.8 3.3 10.0 10.5 11 .2 9.7

Brazil 2.9% 3.6% 0.9 2.2 2.7 4.0 5.4 6.1 5.5 4.8

Canada 1.8% 2.5% 1.7 1 .7 2.3 2.2 1 .5 1.0 1 .5 2.1

Mexico 2.1% 1.7 % 3.6 1 .2 2.8 3.6 4.1 3.6 3.8 3.6

South Africa 0.7 % 0.6% 2.5 2.1 3.5 3.8 5.7 5.7 5.7 4.8

Saudi Arabia 0.9% 0.8% 6.8 4.4 4.2 4.3 2.9 4.0 4.6 4.0

Real GDP growth InflationShare of world GDP

2013p

0.0%

0.5%

1.0%

1.5%

2.0%

2.5%

3.0%

3.5%

4.0%

D
e

c
-1

2

Ja
n
-1

3

F
e
b

-1
3

M
a
r-

1
3

A
p
r-

1
3

M
a
y
-1

3

Ju
n
-1

3

Ju
l-
1
3

A
u
g

-1
3

S
e
p

-1
3

O
c
t-

1
3

N
o

v
-1

3Y
e
a
r

o
n

y
e
a
r

g
ro

w
th

Long-term average

3.8%


