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MENA ECONOMICS UPDATE 
Gulf a bright spot  
• We think that rising oil production and high global energy prices will result in rapid GDP growth this 

year and next across the Gulf economies. Growth is likely to be well above consensus expectations. 

• It goes without saying that hydrocarbon sectors are important to the Gulf economies, and they affect GDP 
growth through two channels.  

• The first channel is via real value added in the sector itself. Hydrocarbon sectors account for an average 
of 35% of real GDP across the six Gulf economies and, in Kuwait, more than half of the economy is made 
up of the oil sector. Hydrocarbon sectors have also been a significant driver of economic growth recently 
– the sector contributed 7.4%-pts to GDP growth of 9.9% y/y in Saudi Arabia in Q1.  

• Recent actions by OPEC+ have merely reinforced our view that rising oil production will fuel above-
consensus economic growth in the Gulf this year and next. We have long argued that OPEC+ would raise 
its output more quickly than expected. The group responded last month by boosting the monthly increase 
in its oil production quota by 50% – from 432,000bpd to 648,000bpd – for July and August.  

• With OPEC+ set to fully unwind its pandemic-related output cuts by September, the group may drop hints 
at this week’s meeting of its plans beyond that. For our part, we think OPEC+ will eventually remove the 
shackles on its members and allow those with spare capacity to produce more. A more detailed 
explanation of our view, as well our forecasts for oil production by member countries, can be found here.  

• For the Gulf, the result is that we expect Saudi Arabia and (particularly) the UAE to eat into their spare 
capacity (see Chart 1) and raise oil production to all-time highs by the end of 2024. Admittedly, comments 
from France’s President Macron raised some confusion over both countries’ spare capacity by saying they 
were producing at or close to their maximum levels. But the UAE’s energy minister has since clarified the 
country was producing at near to its baseline OPEC+ quota rather than close to its maximum capacity. 

• Kuwait, as well as Oman and Bahrain (which are not OPEC+ members but tend to shadow the group), are 
more constrained due to a lack of spare capacity. Even so, we anticipate an increase in production from 
their current levels over the coming years. All told, we estimate oil sectors will contribute 2.5-4.0%-pts, 
on average, to GDP growth this year and next.  

• Qatar is, of course, more reliant on gas production and, despite its LNG being in hot demand since the war 
in Ukraine broke out, the scope for gains in GDP is limited. The country’s energy sector is at capacity and 
there are no new facilities due to come online until 2025 at the earliest with the North Field expansion. 
Once online, however, this will increase the country’s LNG output by 63% and boost GDP by around 25%. 

• The second channel through which hydrocarbon sectors affect GDP growth is indirectly via incomes. 
High prices mean that hydrocarbon exports will be, on average, 7% of GDP higher this year compared to 
2021. This results in higher income and allows for stronger domestic demand. Governments have so far 
seemed reluctant to loosen policy but we think they will shift in this direction over the coming quarters, 
boosting non-oil sectors. The scope to loosen is greatest in Saudi Arabia, the UAE, and Qatar.  

• All told, we expect the Gulf economies to experience strong GDP growth this year and next. In line with 
our new view on OPEC production, we have tweaked our growth forecasts over 2022-24. (See Table 1.) 
Our forecasts lie above the consensus in most countries. (See Chart 2.) 
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Table 1: GDP (% y/y) 
 2022 2023 2024 

Old Forecast New Forecast Old Forecast New Forecast Old Forecast New Forecast 

Saudi Arabia 10.0 10.0 5.3 5.3 2.0 3.0 

United Arab Emirates 9.8 8.5 6.8 7.8 2.8 3.8 

Qatar 3.5 3.5 3.3 3.3 2.0 2.0 

Kuwait 11.5 9.8 4.3 4.8 1.3 3.3 

Oman 7.3 8.3 3.3 3.0 2.5 2.0 

Bahrain 2.8 5.8 5.5 4.5 2.5 3.0 
Sources: Refinitiv, Capital Economics.  
 

Chart 1: Gulf Oil Production Chart 2: 2022 GDP Forecasts (% y/y) 

   
Sources: OPEC+, Capital Economics Sources: CEIC, Capital Economics 
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