
 

 
 

GCC: Growth set to strengthen in 2026 as hydrocarbons production picks up 

18 December 2025 – Economics 

• GCC growth will strengthen in 2026, led by faster expansion in hydrocarbons; non-oil growth will remain 
solid but slow slightly.  

• Non-oil activity will be supported by population growth, new industries, and public investment; inflation 
will stay soft, while monetary policy will loosen.  

• Hydrocarbons sector growth will accelerate, offsetting in part lower oil prices; fiscal balances will be 
mixed, with surpluses in UAE and Qatar, but deficits persist elsewhere. 
 

The GCC economies will see stronger growth on 
aggregate next year, with almost all of the six 
economies that constitute the bloc set to see a 
faster expansion than we estimate for 2025. This will 
be driven by an anticipated acceleration in 
hydrocarbons activity, while non-oil growth will 
remain strong, albeit slowing from recent levels. 
Non-oil growth will be supported by growing 
populations, the expansion of new industries, and 
high levels of public investment. Lower oil prices will 
keep pressure on budgets, but this will be offset in 
part by higher production levels, and the regional 
governments remain committed to their various 
development agendas. 
 
Headline growth to strengthen next year 

 

Source: Haver Analytics, Emirates NBD Research. GCC = 
weighted average 

Modest slowdown in non-oil GDP growth 

Our broad expectation for non-oil activity in 2026 is 
that there will be a modest slowdown across the 
bloc, but this is largely on the back of base effects 
following several years of higher-than-average 
growth coming out of the Covid-19 pandemic. The 
conditions that have supported growth through the 
past year are set to continue, with the global 
environment arguably set to be more conducive to 
stimulating economic activity than we saw in 2025. 
We forecast weighted average non-oil growth of 
4.4% in 2026, down from an estimated 4.8% in 

2025, with the UAE, Saudi Arabia, and Qatar set to be 
the outperformers once again.  
 
We are heading into 2026 with some solid 
momentum behind the non-oil economies in the 
GCC. PMI surveys for the region have been coming 
in comfortably above the neutral line through the 
final months of 2025, with solid growth in new orders 
also pointing to a strong pipeline of work that should 
be maintained into 2026. The PMIs for Kuwait, Qatar, 
and the UAE all strengthened in November 
compared with the previous month, and while the 
index for Saudi Arabia did soften slightly from 
October’s reading, at 58.5 it remains very high and 
indicative of strong growth in the non-oil private 
sector. 
 
Hydrocarbons growth will outpace non-oil in 2026 

 

Source: Bloomberg, Emirates NBD Research 

Another common factor in the recent surveys was 
that businesses have only been raising their prices 
charged to customers at a sedate rate, which will 
help inflation in the bloc remain soft next year and 
provide a tailwind to consumer activity. Headline CPI 
inflation slowed in both Saudi Arabia and Dubai in 
November, and while there was a modest pick-up in 
the same month in Qatar and Oman, it remains at low 
levels. We estimate a weighted average inflation 
rate of 1.9% in 2025, the same pace as in 2024, and 
forecast a modestly slower pace of 1.8% next year. 
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Lower oil prices, slowing housing inflation in the 
largest economies, and a less pronounced 
depreciation of the dollar should all keep inflation 
down. The GCC is also set to benefit from easing 
monetary policy – we forecast that the US Federal 
Reserve will cut its benchmark Fed funds rate by a 
cumulative 75bps next year, which will likely be 
followed by the regional central banks given the 
currency pegs in place mean that they tend to move 
in tandem. This should lower borrowing costs 
throughout the bloc, providing a further spur to 
activity. 
 
Inflationary pressures will remain soft 

 

Source: Haver Analytics, Emirates NBD Research 

Otherwise, we expect that a continuation of 
economic reforms in the bloc will continue to boost 
private sector activity. Diversification efforts have 
been progressing at differing paces throughout the 
bloc over the past 10 years, but there has been a 
renewed impetus in some countries in recent 
months, not least Kuwait where a new privatisation 
push was started in November 2025, while Oman’s 
efforts at improving the labour market and advance 
digital transformation have been noted by the IMF. 
These GCC-wide efforts should encourage greater 
inflows of FDI into the region over the coming years 
and continue to entice the inflows of new workers 
that have helped boost populations and economic 
growth over the recent period. 
 
Hydrocarbons economies will enjoy stronger 
growth 

While there will be a modest slowdown in non-
hydrocarbons activity next year, we anticipate that 
growth in the hydrocabons sector, which still 
accounts for nearly 30% of the GCC economy, will 
accelerate and expand by 6.5%. This would be the 
fastest rate of growth since 2022 when the region 
benefited from the post-Covid surge in demand for 
oil and compares with an estimated 4.5% growth in 
2025. 

 
The surge in growth does not reflect a particular rise 
in forecast global demand next year, with growth 
expected to be sluggish at best, but rather in large 
part a change in strategy from OPEC+ that has seen 
it pivot to target market share rather than pricing. 
This will boost Saudi Arabia’s oil GDP in particular, 
where we forecast growth of 8.0% next year, while 
Kuwait will pick up to 6.0%, from an estimated 3.5% 
in 2025. Bahrain is not a member of OPEC+ but 
should benefit from the Bapco modernisation 
programme, introduced in late 2024 and expected 
to boost activity. The other major factor that will 
underpin hydrocarbons GDP growth next year is the 
anticipated launch of the North Field gas expansion 
in Qatar, which is expected to come online around 
the middle of 2026. We forecast Qatar’s 
hydrocarbons growth at 7.0% next year and 8.0% in 
2027. 
 
Fiscal balances mixed 

With the oil demand outlook soft, and production 
ramping up not only from the region but from the rest 
of OPEC+ and non-OPEC producers also, we 
forecast that oil prices will decline in 2026. We 
forecast an average Brent price of USD 60/b, 
compared with around USD 68/b in 2025. And while 
increased production will mitigate the impact of 
this, especially in Saudi Arabia given our expectation 
of a significant ramp-up there, the upshot is that 
fiscal balances will remain under pressure in 2026. 
On the aggregate weighted average level, we 
forecast a budget deficit comparable to 2.3% of 
GDP, broadly in line with our estimate for 2025 
(2.4%). 
 
Most GCC budgets will remain in deficit 

 

Source: Haver Analytics, Emirates NBD Research 

Deficits are far from uniform, however, and we 
expect surpluses in both the UAE and Qatar. In 
Oman, we expect a narrower budget deficit next 
year as the government continues to implement 
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fiscal consolidation measures, with the country set 
to be the first in the GCC with income tax from 2028 
onwards, albeit in a limited capacity and impacting 
high earners only. Saudi Arabia’s budget deficit will 
remain around 5.0% of GDP. 
 

 
 Daniel Richards, Senior Economist 
danielricha@emiratesnbd.com 
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