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The Middle East is expected to record growth Export growth is expected to reach 3.8% in

of 2.3% in 2024 as the region continues 2024, the third fastest-growing market after

to benefit from favourable commodity Asia-Pacific and Africa. The region'’s strong

prices. The region is also using commodity growth in imports for 2023 is expected to slow

profits to expand into different sectors and to 4.6% growth in 2024.2 Executives, while

new markets, further fuelling growth.! being more optimistic than the forecasts, point

to the positive momentum affecting regional
trade patterns. The outstanding growth in
imports is justified by the windfalls from energy
exports that are increasing output levels of
domestic firms.? In fact, according to 42%

of surveyed supply-chain executives in the
Middle East, the leading factor driving growth
in their firm’s exports is increasing output

levels driven by growing levels of demand.
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' The Economist Intelligence Unit (EIU). Middle East: one-click report. [https://viewpoint.eiu.com/analysis/geography/XQ/reports/one-click-report]
2 World Trade Organization. Global Trade outlook and Statistics. Update: October 2023. [https://www.wto.org/english/res_e/booksp_e/gtos_updt_oct23_e.pdf]
® https://www.wto.org/english/res_e/booksp_e/gtos_updt_oct23_e.pdf
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Figure 1: What factors are likely to be the  Shifting to more diversified economies

primary growth drivers for your firm’s

imports (purchases of inputs excluding While the region’s biggest economic players will

labour) in 2024? continue to benefit from a favourable export
Respondents were asked to select up to two environment for energy commodities such as
Increase in output levels driven by growing demand oil and natural gas, there are clear ambitions to

PRl diversify gulf economies away from a reliance
Increase in output levels driven by technological upgrades on hydrocarbons by pursuing ambitious
233 economic development plans. The Gulf region
is deploying hydrocarbon profits to diversify
their economies and other export-oriented
sectors such as technology, logistics, tourism and
renewable energy.’ This presents an opportunity
o A for businesses to harness higher value-add
Favourable government policies in your country of operations . .
(eg. subsidies, regulatory alignment etc.) manufacturing and service-based sectors. In
the UAE, one of the leading Middle Eastern
Reduction of non-tariff barriers in your country of operations economies, non-oil trade grew 14.4% in the first
(e.g. labour mobility, customs process optimisation, quotas etc.) half of 2023, compared with the same period in
17.5 20225 Similarly, since the launch of Saudi Arabia’s
Improved transport infrastructure in your country of operations Vision 2030, the country is attracting significant
(e.g. roads, ports, warehouses etc.) N X .
e amounts of foreign investment, particularly into
- its construction and manufacturing sectors,
as it seeks to realise new urban ambitions.®

Improved efficiency through increased digitalisation of supply chains
233

Lower transport costs

17.5

17.5

Faster delivery times

Favourable foreign-exchange movements Despite Middle Eastern countries diversifying
(that reduce the cost of imports) their revenue streams, there is also evidence
that businesses in the region are diversifying

Lower tariffs/customs duties in your country of operations their supply chains to hedge against disruptions
and enable faster times to market. Indeed,

Other, please specify 43% of executive respondents in the Middle
o East suggest they are diversifying their firm’s
Source: Economist Impact Trade in Transition survey, conducted Ssu pplier base, Working with a Iarger number

September-November 2023. of suppliers across different geographies.

Businesses are also carrying significant
additional inventory to prioritise resilience.
Nearly half (45%) of executives are factoring
one- to three-month buffer times into their
supply chains, the highest across all regions
surveyed. While it ties up capital, it also
increases resilience and enables business
continuity if faced with any additional shocks.

* EIU. Middle East: one-click report. [https://viewpoint.eiu.com/analysis/geography/XQ/reports/one-click-report]

> United Arab Emirates Ministry of Foreign Affairs. “UAE non-oil foreign trade hits all-time high of AED1.239 trillion in H1 2023
[https://www.mofa.gov.ae/en/mediahub/news/2023/8/31/31-8-2023-uae-mohamed-bin-rashed]

© Global Trade Review. "How the Mena region is reshaping trade for the future”” [https://www.gtreview.com/supplements/gtr-mena-2023/how-the-mena-region-is-reshaping-trade-for-the-future/]

© Economist Impact 2024
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Figure 2: To what extent is your company carrying additional
inventory as a buffer against supply-chain disruptions?
Respondents were asked to select one option

44.7

27.2

8.7
19
E = F B .-

Operating 2-week 2-4 week 1-3 month 3-6 month 6-12 month More than
just-in-time buffer buffer buffer buffer buffer 1-year buffer

There are clear ambitions to diversify
gulf economies away from a reliance on
hydrocarbons by pursuing ambitious
economic development plans.

© Economist Impact 2024



Middle East Regional Insight
Middle East global ascent: strategic shifts, diversification and
market expansion in the Middle East’s economic landscape

Leveraging neutrality to successfully expand into new markets

The shift towards economic diversification

has been coupled with the opening up of new
markets and trade routes, both within the region
and with other regions, particularly across Asia-
Pacific and Africa. Governments will seek to
prioritise expansion of non-oil exports into these
new markets to support diversification efforts.
In fact, 33% of business executives surveyed

in the Middle East believe the primary growth
driver of their firm's exports in 2024 will be the
expansion of operations into new markets.

The shift towards economic diversification
has been coupled with the opening up

of new markets and trade routes, both
within the region and with other regions,
particularly across Asia-Pacific and Africa.

Since early 2022, some leading economies

in the Middle East, like the UAE and Saudi
Arabia, have embarked on a major push to
strengthen trade ties with partners outside of
the immediate Gulf region, and further integrate
their economies with partners in Asia-Pacific. For
example, the UAE signed an FTA with Georgia,
potentially doubling non-oil trade between the
two countries in five years.” The Gulf state is
currently negotiating comprehensive economic
partnership agreements with South Korea,
Thailand and Chile.2 Similarly, Saudi Arabia is
seeking to strengthen trade ties with China.®

Figure 3: Which factors are likely to be
the primary growth drivers for your
firm’s exports (international sales
revenue) in 2024?

Respondents were asked to select up to two

Expansion of operations into new markets

33.0

Expansion of operations in existing markets due to increased demand
233

Improved efficiency through increased digitalisation of supply chains
pL X

Faster delivery times

Lower tariffs in key markets

Adoption of competitive pricing strategies in key markets

Improved transport infrastructure in key markets
(e.g. roads, ports, warehouses etc.)

17.5

Reduction of non-tariff barriers
e.g. labour mobility, customs process optimisation, quotas etc.)

12.6

—

Improved access to trade finance
10.7

Lower transport costs
8.7

Favourable foreign-exchange movements
(that reduce the cost of exports)

8.7

Favourable government policies in your country of operations
e.g. subsidies, regulatory alignment etc.)

8.7

—

Source: Economist Impact Trade in Transition survey, conducted
September-November 2023.

7 Kamel, Deena. https://www.thenationalnews.com/business/economy/2023/10/10/uae-georgia-cepa-deal-to-add-4-billion-to-national-gdp-by-2031-minister-says/

8 https://www.arabnews.com/node/2389431/business-economy

° https://www.reuters.com/world/middle-east/gcc-china-free-trade-deal-must-protect-emerging-gulf-industries-saudi-minister-2023-06-11/

© Economist Impact 2024
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According to the survey, while the Gulf
Cooperation Council (GCC) remained the
primary export market for Middle Eastern
firms, China is the second most important
export market and the most important import
market. The importance of India in Middle
Eastern trade has also increased since 2022,
reflecting the trade deal signed between the
UAE and India in that year. According to survey
respondents, India is the third most important

Figure 4a: In 2024, which region of
the world will contribute the greatest
international sales revenue to your
firm - Exports

Respondents were asked to select up to three

Gulf Cooperation Council (GCC)

437
China
311
India
28.2
Middle East (excluding GCC)
28.2
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export market and the second most important
import market for Middle Eastern firms. The
opening up of new markets through preferential
trading arrangements creates valuable
opportunities for businesses to expand their
operations and build additional relationships
with suppliers to augment their supply chains.
Almost two-thirds (63%) of survey respondents
indicate that bilateral trade agreements help
their business’s supply-chain strategy.

Figure 4b: In 2024, which region of the
world will contribute the greatest value
of purchases to your firm - Imports
purchases of inputs excluding labour)
Respondents were asked to select up to three

China

—_

India

Europe

Gulf Cooperation Council (GCC)

Middle East (excluding GCC)

North Africa

South America

South East Asia (excluding China)

Russia and CIS
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Other
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Source: Economist Impact Trade in Transition survey, conducted September-November 2023.
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Figure 5: Do the following government actions help or
hinder your business’s supply-chain strategy?
Respondents were asked to select one response per category

W Help Unknown M Hinder

Multilateral (WTO) reduction of trade barriers
252

Regional trade agreements

26.2

Agreements with other countries on supply-chain alignment and to increase supply-chain security
59.2

N
~N
N

Bilateral trade agreements
58.3 34.0

Export controls

53.4 223

Environmental agreements and standards (e.g. EU's Carbon Border Adjustment Mechanism and EU Regulation on deforestation-free products)
51.5 30.1

Sanctions on key trade partners

33.0 37.9

Source: Economist Impact Trade in Transition survey, conducted September-November 2023.

Middle Eastern business leaders will continue
to leverage their agnostic geopolitical stance

to expand into new markets, while diversifying
away from hydrocarbon-dominated exports.
Expansion into new markets in Asia and Africa,
and the potential for new trade agreements
with emerging economies, will continue to
encourage businesses to not only capitalise on
current growth prospects, but also strategically
position themselves for unfolding opportunities
in the ever-evolving global market.

© Economist Impact 2024
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While every effort has been taken to verify the accuracy of this
information, Economist Impact cannot accept any responsibility
or liability for reliance by any person on this report or any of the
information, opinions or conclusions set out in this report.

The findings and views expressed in the report do not necessarily
reflect the views of the sponsor.



