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NBK Economic Report

KUWAIT: Qatar’s economy has been performing well,
with output expected to increase by an annual average
of 2.7 percent over 2018-2020 from 1.6 percent in 2017
on the back of gains in the non-hydrocarbon sector,
especially in manufacturing and construction, and in the
gas sector, where the authorities are intent on expand-
ing LNG capacity by 43 percent by 2024.
Underpinning economic activity is the government’s
expansive public investment program, which is now
reaching an advanced stage with the FIFA World Cup
only three years away. 

Qatar’s public finances are also on a firmer footing,
with the country’s first fiscal surplus in three years
expected in 2018, at 3.1 percent of GDP, and its foreign
reserves back on the rise, thanks to higher oil and gas
prices and restrained public expenditure growth. 

Moreover, businesses and investors appear to have
regained their confidence in Qatar’s economy: non-res-
ident deposits are returning, private sector credit
growth, led by corporates, is in the double digits, and
the stock market just ended 2018 posting the highest
yearly gains in the region at 21 percent. 

Nevertheless, challenges remain, including continued
dependence on the hydrocarbon sector, which is at the
mercy of volatile energy prices, rising borrowing costs
linked to tightening US monetary policy and regional
geopolitical risks, with no sign yet of a resolution to the
GCC boycott. 

Infrastructure investment
The non-hydrocarbon sector will continue to spear-

head economic growth, rising by 4.1 percent y/y and
4.8 percent y/y in 2019 and 2020, respectively, and
supported by the government’s $200bn infrastructure
investment program under the auspices of the Qatar
National Vision 2030. 

Activity in 2018 was dominated by output gains in
the manufacturing and construction sectors, with the
Laffan refinery ramping up production and further
progress made in relation to transportation, entertain-
ment and real estate infrastructure projects ahead of
the World Cup in 2022. The benefits resulting from reg-
ulatory reforms introduced over the last two years, such
as allowing 100 percent foreign ownership across all
sectors, accelerating the issuances of commercial and

industrial licenses and offering long-term expatriates
permanent residency in Qatar, should also accrue over
the forecast period. In the gas sector, the authorities’
intention to expand LNG production capacity by 43
percent to 110 million tons per annum (mtpa) by 2024
could see real output gains appear as early as 2020-
Qatar Petroleum (QP) has already issued its first tender
for drilling rigs. Hydrocarbon sector real GDP growth
should, therefore, rise from 0.3 percent in 2018 to 0.9
percent by 2020.   

Inflation subdued 
Inflation, which is expected to average 0.3 percent in

2018, has been weighed down by continued weakness
in the real estate sector (due to oversupply and the
moderation in population growth) and by base effects
relating to the spike in food prices in 2017 in the after-
math of the GCC trade boycott. Both CPI components
were in negative growth territory in November 2018,
falling by 2.6 percent y/y and 2.4 percent, respectively.
Inflation (avg.) should pick up slowly to 2.3 percent in
2020 (but to more than 3.5 percent if the VAT is intro-
duced in 2020).

First fiscal surplus 
Qatar’s fiscal balance is expected to shift into a sur-

plus of 3.1 percent of GDP in 2018, following three con-
secutive years of deficits. While this is due primarily to
higher oil and gas revenues following the increase in
energy prices, restrained expenditures (cuts to subsi-
dies, merging of ministries etc.) and some increase in
non-oil revenues are also responsible. The fiscal deficit
has been financed primarily by domestic debt, although
Qatar returned to the international bond markets in
April 2018 with a successful $12bn sale. There were no
shortage of takers.

The external current account balance, which moved
into a surplus in 2017, also improved. Looking ahead,
while energy prices are expected to be softer in 2019-20,
it is unlikely that either account will slip back into a deficit. 

Meanwhile, official QCB reserves (gross) in October
2018, were at $28.2bn, not far off pre-blockade levels.
Banking sector has recovered from post-blockade cap-
ital flight, while credit growth continues to be robust.

Furthermore, thanks to timely injections of liquidity

by the Qatari sovereign wealth fund, the QIA, the gov-
ernment was able to offset the outflows of non-resident
deposits that followed the dispute. Overall, foreign bank
liabilities-deposits from overseas banks, non-residents
and debt securities-have increased by about 20 per-
cent, as of October 2018, with non-resident inflows in
particular recovering after bottoming out at QR135bn
in November 2017, a drop of 27 percent from pre-
embargo levels. Growth in the overall and private sector
deposit base has been weak, though, running at 1.5 per-
cent y/y and 0.5 percent y/y in October 2018, respec-
tively. Base effects relating to 2017’s sizeable govern-
ment deposit placements are also at play, though. 

Private sector credit growth, on the other hand, has
outpaced deposit growth (+11.4 percent y/y), thanks to
increased demand from the services, general trade and
real estate sectors. This is positive for the broader
economy, coming against a backdrop of rising borrow-
ing costs-the Qatar Central Bank (QCB) raised its
benchmark QMR deposit rates four times in 2018 (25
bps each time) in line with the US Fed’s monetary tight-
ening schedule. 

Qatari equities 
The benchmark Qatar Exchange (QE) index rose 21

percent in 2018, outperforming regional stock indices.
Starting from a lower base compared to its GCC neigh-

bors following 2017’s negative performance, Qatari
equities benefitted from sizeable portfolio inflows
linked to the MSCI rebalancing and generally positive
sentiment linked to higher energy prices. The authori-
ties’ relaxation of foreign ownership limits and the rat-
ing agency Moody’s affirmation of the sovereign’s Aa3
rating and its revision of the outlook on the govern-
ment’s long-term issuer ratings from negative to stable
also helped to instill confidence in Qatar’s economy. 

Qatar’s economic outlook remains
positive as confidence returns

Growth driven by continued infrastructure investment

Microsoft reveals 
regional organizations’ 
2019 ‘manifesto’ on 
digital transformation
KUWAIT: Almost three in four Middle East organizations that
have not yet moved their digital estates and IT environments to
the cloud, plan to do so in 2019, a Microsoft survey has
revealed. The finding was one of many found by Microsoft in the
company’s construction of the “2019 Middle East Digital
Transformation Manifesto” - covering experiences, attitudes
and intentions of the region’s businesses and government agen-
cies regarding technological change. 

More than 1,300 technology and digital decision makers
from across the Middle East took part in the survey. Nearly half
of all respondents (48 percent) said that their organization had
yet to move some or any of its IT infrastructure to a third-party
cloud. But more than 73 percent plan to do so in the coming
year. The recent finding reflects previous, similar discoveries
made by Microsoft and independent global research firms, sug-
gesting region-wide accelerated engagement with cloud com-
puting and related technologies. 

Artificial intelligence is one such example. Almost two in five
Middle East organizations (39 percent) have already adopted AI
solutions and more than one third (37 percent) are planning to
adopt in 2019. Companies are getting bolder with their budgets
in embracing AI. Some 72 percent are planning to spend on AI
this year, suggesting that most previous adopters are planning
further investments. Around one in three (34 percent) plan a
spend of greater than 5 percent of their budget on AI, and 9
percent are setting aside more than 10 percent.

Attitudes towards the security of third-party datacenters
have also progressed. Findings on cybersecurity reveal a trou-
bling threat landscape from which migrating organizations
appear eager to escape. Some 63 percent of respondents said
their company lost either productivity or data to a cyber inci-
dent in 2018; 46 percent of these victims were affected more
than once; and almost one in 10 victims reported incidents
“once a week or more”.

“The overarching lesson from these findings is that the
region’s need for a trusted, secure, intelligent cloud has never
been greater,” said Ihsan Anabtawi, Chief Operating and
Marketing Officer for Microsoft Gulf. “Concerns over security
and escalating IT budgets, as well as the desire to develop intel-
ligent digital ecosystems that serve business needs in real time,
are driving more and more organizations to the cloud.
Microsoft’s commitment to regional economic development -
demonstrated by our contribution to infrastructure development,
entrepreneurial mentorship and job creation - will take another
huge step forward, when we open our first Middle East hyper-
scale cloud datacenters in Abu Dhabi and Dubai this year”. 

A recent IDC report shows that the cloud and the Microsoft

ecosystem will bring over 520,000 jobs to the Middle East &
Africa region over the next five years. More importantly, the
World Bank recently concluded that for every technology job
created worldwide, 4.3 more are generated across sectors and
income groups.

While creating new job opportunities across the ecosystem,
the new UAE datacenters will adhere to Microsoft’s trusted-
cloud principles of security, privacy, compliance and trans-
parency, helping organizations meet customers’ needs while
also delivering data residency, low latency, security and local
certification requirements. In addition to its commitment to the
region, Microsoft’s decision to establish the datacenters
emerged from multiple market-research programs and discus-
sions with customers and partners throughout the Middle East.

“We called this study the ‘Middle East Digital
Transformation Manifesto’ because it is the clearest indication
yet of the business community’s ambitions and intentions with
regards to digital transformation. Microsoft’s mission is to
empower every person and every organization on the planet to
achieve more. It is our obligation and privilege to move forward
with our customers - to help them engage citizens and con-
sumers, empower employees, optimize operations and reinvent
business models. We will continue to play our part in spurring
entrepreneurship, accelerating innovation and fuelling growth,”
added Anabtawi. 

Top IT trends that 
will redefine 
businesses in 2019
By Sami Abi Esber

We are living
in an era of
unparalleled

innovation. As new and
emerging technologies
continue to redefine IT
and business, the pace
of change and techno-
logical advancement is
accelerating. Today, we
are looking at a
smarter, intell igent
future driven by tech-
nologies such as cloud,
artificial intelligence,
blockchain, internet of
things, and more. While
the industry has already embarked on its digital
transformation journey, businesses are yet to
realize the full potential of these technologies and
how they will shape the way we do business in
the future.

In the coming years, new digital businesses and
brands will bring greater focus into the region
and will help accelerate the ICT business. Across
the Middle East, Africa and Turkey, banking,
finance, healthcare and utilities are taking the lead
in driving digital transformation. The local drivers
for such initiatives center around customer expe-
rience enhancement and achieving competitive
advantage. These initiatives are driving invest-
ments into mobility, analytics, cybersecurity and
cloud solutions. 

Regardless of the industry or enterprise, one
or the other technology will definitely play a part
in transforming the business by offering benefits
like cost savings, improved security and better
customer experience, among others. Here we
define the top technologies that regional organi-
zations can leverage to transform their business
in 2019: 

1. Internet of Things
With the acceleration of digital transformation

in the region, more and more devices are getting
connected. Although the adoption of IoT will be
massive, it is still slow as the devices are not stan-
dardized. From autonomous vehicles to drones to
sensors in oilfields, healthcare, transport, Oil &
Gas etc., IoT will have a huge impact on enter-
prises and consumers. Our Group is developing
innovative IoT solutions and is working with IBM
and other major players like Microsoft, Cisco &
GE to implement solutions l ike Predictive
Maintenance instead of the traditional
Preventative Maintenance model for Oil and Gas

assets and Real Estate facil ities based on
Maximo. One of our affiliated companies recently
signed an agreement with Etisalat to jointly offer
Smart Integrated Facility Management Solutions
to achieve Cost savings, Operational efficiencies
and enhanced Customer satisfaction.

2. Artificial Intelligence
The use of AI technologies is now penetrating

many aspects of business. A recent survey by
ServiceNow across Europe, Middle East and
Africa indicates that customer service is an area
that is showing a fast return on investment.
Companies across these regions are deploying AI
technologies to revolutionize customer service as
more and more consumers are showing an
acceptance to AI-driven experiences. Nearly 30
percent of EMEA organizations have introduced
AI technologies to customer service and 72 per-
cent of those are already seeing benefits that
include freeing up agent time, more efficient pro-
cessing of high-volume tasks and providing
always-on customer support. 

3. Blockchain
Interest in blockchain technologies in the

region is growing rapidly. The pace is being set
by the government and public sector including
education, healthcare, finance, distribution and
services. The most popular blockchain use cases
in the coming years will be cross-border payment
and settlements, asset and goods management
and identity management. Across the private sec-
tor, we have seen announcements of recent initia-
tives by The Atlantis, Jordan Investment Bank,
Noon Capital, DIFC, Halal Guide, amongst others.
Global blockchain player, ConsenSys recently
conducted a blockchain developer training and
hackathon camp in Lebanon. 

4. Multi-Cloud
Enterprises in the region are now using multi-

ple cloud solutions whether on-premises, public
cloud, or a hybrid of both. In the coming years,
upfront costs will become less important as cloud
vendors continue to produce convincing use cas-
es. AI and machine learning will be fundamental in
increasing the levels of automation. Corporate
cloud literacy is becoming an operational prereq-
uisite as technological progress accelerates in
EMEA. With a multi-cloud strategy, businesses
can decide how to distribute workloads to cloud
platforms that are best suited for specific tasks. 

5. Big Data
With massive volumes of data being generated

every second from connected devices, machines
and IoT, Big Data is definitely a trend to watch
out for. Big Data is the new oil as it has the poten-
tial to empower organizations to make better
business decisions, in real time. By unlocking the
organization’s data, they can fundamentally
change the way it operates and steer the transfor-
mative, digital journey the company’s stakehold-
ers expect. Note: Sami Abi Esber is President -
MDS Gulf, Board Member-Midis Group.

Sami Abi Esber, President
- MDS Gulf, Board

Member-Midis Group

If US again risks 
default, Fed has 
‘loathsome’ playbook 
SAN FRANCISCO: Should political deadlock in
Washington again bring the world’s biggest econo-
my to the brink of a debt default, the US central
bank has a playbook that includes options one poli-
cymaker once labeled “loathsome,” but, perhaps,
necessary.

The policymaker was Jerome Powell, now the Federal
Reserve chairman and a Fed governor in October 2013
when a political debate over federal spending brought

the country to the verge of reneging on trillions of dol-
lars of financial obligations. To prepare for that possi-
bility, two Fed staffers penned a memo outlining nine
actions the Fed could take if failure to raise the US debt
ceiling triggered a debt default.

Fed Chairman Ben Bernanke then convened a video-
conference with fellow policymakers, a transcript of
which was among a trove of Fed documents from that
year published Friday, the 21st day of a partial govern-
ment shutdown that has revived memories of 2013,
when government funding lapsed for more than two
weeks amid a protracted debt crisis. Options included
several that policymakers readily supported, including
expanding ongoing bond purchases and providing
emergency lending. —Reuters


