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Despite the low oil prices, GCC countries provide a potential market to develop. 

Oil is not everything and for the next few years, oil prices will remain low. The ones who thought that local economies  

are relying only on oil and gas production to fuel the economy might be surprised.

In fact, most of the regional business drivers are less oil and gas based than we think. The United Arab Emirates and 

especially Dubai have been successfully diversifying its economy from oil and gas to trade, tourism, transport and 

professional services since the 2009 financial meltdowm. 

Naturally, the low oil and gas prices will take their toll on the most outlandish ideas and projects, but we believe that the 

UAE will weather the storm. The country has the critical  mass, adequate business sophistication and ready built public 

infrastructure to keep the wheels in motion. Also, Abu Dhabi is well developed and holding comfortable cash reserves.

Other countries, such as Qatar are pursuing aggressive economic strategy as well. The country will host a number 

of big ticket projects within the next 8 years. Qatar is small, manageable and the Government is spending on public 

infrastructure.

Saudi Arabia has diverse needs of investment in number of sectors including housing, industrialisation and public 

infrastructure, creating business opportunities worth of billions of dollars. These developments will drive economies 

of the Arabian Gulf countries in the near future and the chances are that the regional economies will maintain their 

resilience amidst increasingly troubled global outlook. 

Despite recent budget deficit of Saudi Arabia, the wheels keep on turning. Especially, since break-even rate for Saudi 

crude is around 20 USD per barrel. The only short term problem might be the current royal succession issue, but that 

will not change the fact, that the needs of growing middle class are huge and imminent.

 

Business Development in the Middle East

Are the Persian Gulf Countries still a viable destination to develop business? 
We believe so.
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Business Development in the Middle East

Similar appearance - yet distinct drivers of demand

Emerging differences between countries 

GCC countries have similarities in their economical outlook, but gaps and differences have started to emerge.

•	 UAE’s strategy to become a global hub for services, industries and transit has been wildly successful. Dubai and 

Abu Dhabi are in progress of strong growth and transformation.

•	 Qatar is pursuing a strategy similar to the UAE, but the progress has slowed down during recent years. For 

businesses, Qatar remains a frontier market with attached exciting opportunities.

•	 Saudi Arabia is currently driven by strong internal drivers spearheaded by construction, industrial and education 

sectors. In addition, the oil, gas and basic industries at the heart of the country will keep resilient.

Shift from oil and gas to transport, 
tourism, trade and professional 
services.

The oil and gas in the Middle 
East are recoverable at lower 
cost than in other regions 
of the world. The regional 
businesses last to feel the 
pinch in a downturn.

Governments are managing a
massive amount of wealth and 
stepping up public spending as a 
counter measure.

2.7 bn people within 6 hours flying 
time. Proximity to booming markets of 
Africa and South East Asia.

The growth rate of UAE population 
is among the fastest in the world.

4+1 drivers
Key Market Drivers
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Highlighted Opportunities

Emerging markets and global services boosting Dubai

Dubai’s economic growth during the last 40 years has been among the fastest of the world comparable only to the US, 

Hong Kong and Singapore. After the 2009 financial crisis the country has gained fast and important improvements in 

regulation, quality of work force and focus on services such as finance, trade, tourism and transport.

•	 Dubai International Financial Centre DIFC is growing its head count at the rate of 6% per year making the 

way for Dubai to transform into one of the hubs of financial services, particularly for emerging markets. 

•	 Expo 2020 will be built to an area of 438 hectars and is expected to draw 153.000 daily visitors. We should expect 

to see a beautiful amalgam of architecture, technology and design. We call it “quintessential Dubai”.

•	 Mall of the World - world’s largest shopping, leisure and hospitality complex expected to draw 18.5 million 

visitors annually.

•	 Population of Dubai is expected to double by 2024.

•	 Under	4	hours	flight	time	from	emerging	markets	of	Africa,	North	Africa,	India	and	Central	
Asia. Extend the flight time to six hours and the reach will be 2.7 billion people.

•	 Global hub status of Dubai is reaching maturity. A great deal of trade, services and operations support in 

Middle East, Africa and Central Asia will be located in Dubai. Companies such as Caterpillar are developing Dubai 

as a hub for services supporting oil and mining industries as far afield as Northern Iraq, Nigeria and Ghana. Over 

20% of new cars sold in East Africa are traded through Dubai. 
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Highlighted Opportunities

Qatar’s ambitions reaching beyond the World Cup

Qatar is pursuing a strategy similar to the UAE in order to attract trade, investment, tourism and global air passengers 

globally. The country banks heavily on 1st class infrastructure, industries and services. Which are still yet to excel. 

Once in place, however, it should make Qatar potential in the medium to long terms and sort of a black horse in the 

global business development radar. 

For example, Dubai’s ambitious growth target is loaded with constraints such as traffic, cost of living, availability 

of work force etc. Within a few years Qatar may prove to be a destination for people and businesses searching for 

Arabian premium lifestyle and business benefits such as: freedom from taxation, affordable luxury and subsidised 

energy.

Ras	Laffan	LNG	facilities	will also demand continuous upgrade and maintenance.

$7.4bn new port project for Doha. The initial phase capable of handling over 2m containers to be operational 

by late 2016 will be extended to 6m by the end of 2020.

Infrastructure in terms of roads, water, energy will be needed to accomodate economic growth and 

smooth completion of existing ambitious projects.

Football World Cup 2022 in Doha 
Practically all of the infrastructure must 

be built to host both the games and 

spectators. 

It will be build in a short period of time 

and at a cost of whatever it takes. The 

estimated budget for the related projects 

run in the figure as high as 100 billion 

dollars.

Hamad Airport of Doha boasts similar assets of Dubai in terms of global location and current capacity to host 

over 12 million passengers annually.

Doha festival City will have 250.000 m2 leasable space 

within completion and serve as a pilot project for many other 

residential, hospitality and leisure complexes. 

Naturally, retail will drive also MICE activities and hospitality              

industry. Thus, we will be seeing very much the same 

development pattern as in Abu Dhabi. Clear focus on premium 

travellers.
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Highlighted Opportunities

Saudi Arabia to maintain its position as a biggest spender

Contrary to countries and emirates driven by international trade, Saudi Arabia poses a significant opportunity by its 

internal demand factors. 

The country has a population of nearly 30 million people, predominantly young, under 25 years of age. Needs for 

construction services is high and government is spending heavily on educational and industrial cities across the 

country.

To keep up the momentum, Saudi Arabia needs to invest constantly vast sums to Power and Water production, 

process industries and to maintain its production base of oil and gas. In addition, Saudi Arabia is the biggest investor 

in railway infrastructure in the Middle East and a core country of planned GCC rail network.

•	 $15bn investment in energy and investments in renewable energy gradually growing.

•	 5.500 km railway 2010 - 2025 

     the rail transport of both goods and 

      passengers is of paramount interest 

      to Saudi Arabia. This coast to coast 

      rail road will extend to other cities in 

      the kingdom as well.

•	 Saudi Aramco to invest $40bn in oil production within next 10 years regardless declining prices.

•	 5m tons aluminium smelting by 2015 in Saudi Arabia. Contrary to the most mining sectors, the aluminium  in 

the Arabian Gulf is set to grow on a short term. This is partly due to global demand of automobiles and component 

which is set to rise.

•	 2.4 million affordable homes 

needed to accommodate family 

needs of young population in a 

strictly conservative country. 

images © Foster + Partners Buro Happold Joint Venture
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Conclusion

The likely effects of sliding oil price to the Middle East

Falling oil prices are changing dramatically the short term outlook of world economy. Projects worth billions are put on 

hold. How will the Middle East weather the storm? The answer could be: Surprisingly well.

The ripple effects of volatile oil prices will effect GCC economies most probably less than in other parts of the world. 

To start with, sovereign wealth funds in the GCC countries manage over 1.7 trillion dollars and countries such as the 

United Arab Emirates have declared that they will step up public spending in 2015. It is safe to conclude that:

 - GCC countries have buffer funds to subsidize growth and investment even if oil revenue temporarily decreases.

 - Diversification into trade and services will be a key rationale in future investments in the Gulf Countries.

 - GCC countries + Iran and Iraq have oil resources which are exploitable at the lowest production costs. This  

   means that operations such as deep sea drilling, US shale and North Sea will feel the squeeze much earlier  

   than Saudi Arabia or other OPEC members in the Middle East.

 - The shift from oil to services has been successful in the UAE. Other GCC countries are likely to pursue   

   similar growth strategies in the future, creating a wealth of opportunities for businesses.

 - The oil price is declining partly because the effects of oil monetisation (ie. speculators purchasing oil   

   futures, countries hoarding for oil reserves and such) are easing off. The role of oil as a key transport fuel  

   and irreplaceable raw material in several basic products such as plastics is not going to change anywhere.

 - Also the fact that, Dubai has become a regional trading and financial powerhouse means that, as the   

    economies, for example in Africa grow, Dubai will feel the positive ripple effects. Thus, companies   
   should not see UAE or GCC markets as a limited to certain countries, but as a   
   hub to do business with more than 1 billion people in surrounding continents. 

Oil and gas are only part of the story.
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Disclaimer: Forward looking statements

This document may contain statements related to future business and financial performance and future 
events or developments involving third parties such as companies, projects and sovereign countries. 
What is said here may constitute forward-looking statements. These statements may be identified 
by words such as “expects,” “looks forward to,” “anticipates,” “intends,” “plans,” “believes,” “seeks,” 
“estimates,” “will,” “project” or words of similar meaning. Such statements are based on the current 
expectations and certain assumptions of Nordic Industries Development Oy’s management, and are, 
therefore, subject to certain risks and uncertainties. These uncertainties may cause the actual future 
results to be materially different than those expressed in our forward-looking statements.

Although we believe that the expectations reflected in the forward-looking statements are reasonable, we 
cannot guarantee future results, levels of activity, performance or achievements. We do not undertake to 
update our forward-looking statements.

Nordic Industries Development Oy is not liable for the outcome of any business decisions based on the 
information provided in this report.

Nordic Industries Development is the only genuinely sector specific operational sales channel consultancy company 

in Finland.

NID provides efficient sales channel development services to companies active in offshore and marine as well as,heavy 

engineering industries, such as mining, in various regions and countries around the globe. 

To know how we can help to evaluate the efficiencies of your sales channels, please, contact us:                                                                          

antti.multanen@nordic-industries.com 

http://www.nordic-industries.com
mailto:antti.multanen%40nordic-industries.com%20?subject=Middle%20East%20Seminar

