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UAE growth to rise as non-oil 
sector gathers momentum 

NBK ECONOMIC REPORT

Real GDP growth to pick up from 2.2% in 2018 to 2.7% in 2019

Huawei 2018 sales 
revenue expected 
to reach $108.5bn, 
up 21% year-on-year
KUWAIT:  In a New Year letter sent by Huawei
Rotating Chairman Guo Ping to the company 180,000
employees worldwide, he expresses his confidence
about the company business performance as Huawei
never stopped pushing forward, and as a result the com-
pany 2018 sales revenue is expected to reach $108.5
billion, up 21 percent year-on-year.    

Listing some 2018 milestones, he mentioned that
Huawei has signed 26 commercial contracts for 5G
with leading global carriers, and have already shipped
more than 10,000 5G base stations to markets around
the world. More than 160 cities and 211 Fortune Global
500 companies have selected Huawei as their partner
for digital transformation. Huawei shipped more than
200 million smartphones, and has made remarkable
breakthroughs in PC business and IoT ecosystem for
smart homes. 

Huawei Cloud has launched over 140 cloud services
in 18 categories, and Huawei is working with partners to
serve global customers with 37 availability zones across
22 regions. This year, the company also announced AI
strategy and launched a full-stack portfolio of AI solu-
tions for all scenarios. This portfolio includes the world’s
first all-scenario AI chips-our Ascend series-as well as
related products and cloud services.

As a result of all the previously mentioned mile-
stones, Gou Ping said: “Our business performance
remains strong, and this is by far the most direct form of
validation that we can receive from our customers. It is
also our best response to negative conjecture and mar-
ket restrictions”.

“In the coming year, we will see new waves of devel-
opment in digitization and intelligence, and we may very
well encounter even greater difficulties. In times like this,
we must summon our inner strength, improve the quality
of our operations, inspire passion across the organiza-
tion, and continue forging ahead to satisfy customer
needs and achieve strategic leadership”. He added.

About 2019, he said: “In 2019, we will focus on
strategic businesses and strategic opportunities and
build a more resilient business structure. He highlighted
that Huawei products and solutions have earned the
trust of customers in more than 170 countries and
regions, and stressed that Huawei has a very strong
track record in cyber security, emphasizing that “Huawei
has never and will never present a security threat”.

In 2019, the company intends to look out for others,
collaborate for shared success, and build a favorable
business ecosystem. As the dynamic between world
powers becomes more intense, we will see even greater
uncertainty in the macro business environment. “We
aren’t equipped to change the macro environment, but
what we can do is keep our feet on the ground and
improve the business ecosystem for our own industry”.

On compliance, Guo Ping said: “Going global means
complying with the laws of all countries and regions
where we operate. This is the most important basis for
us to survive, serve, and contribute to the world at large.

We must continue to incorporate compliance require-
ments into all business activities through carefully
aligned policy, systems, organizations, processes, cul-
ture, training, and communications. These requirements
must be ingrained in the awareness and behavior of each
and every Huawei employee. We must not be discour-
aged by malicious incidents or temporary setbacks, and
must remain determined to achieve global leadership.
Setbacks will only make us more courageous, and
incredibly unfair treatment will drive us to become the
world’s number one”.

Huawei today is a member of more than 380 industry
organizations, where we serve in 300+ key positions
and submit more than 6,000 proposals each year. We
are ahead of others in domains like wireless, optical,
data communications, and smart devices. 

Commenting on the current 5G challenges and alle-
gations Huawei is faced with, Guo Ping said: “For 5G
markets that choose to not work with Huawei-they will
be like an NBA game without star players: the game will
go on, but with less deftness, flair, and expertise”. 

“As for new developments in technologies like AI, big
data, and cloud, we are in sync with the industry and
primed to take the lead” he added.

In his letter closing remarks, he said: “the years
ahead, the ICT industry will continue to overflow with
excitement and promise. Digital transformation is in full
swing, and we find ourselves at the cusp of an intelligent
world. Consumers are actively looking for more
advanced, more trustworthy digital technologies and
services. Going digital and intelligent will be a long
process, so we need to keep innovating and delivering
cutting-edge results”.

On a related note, Huawei said it will ramp up 5G
development efforts. The company is rolling up its
sleeves, vowing to push on with its 5G network devel-
opment despite its technology being banned by some
Western nations. Huawei Chairman Liang Hua told
media last week that the firm’s operations remain “nor-
mal” even as it faces a “complicated environment”. 

“In the face of a crisis of confidence from the West,
first we must do our own work well, and continue to
build Huawei’s competitiveness in the field of 5G,” Liang
said. “We believe that customers will make their own
decisions.” To that end, Huawei is planning to release its
first 5G-enabled smartphone in the first half of 2019,
and will achieve “commercial scale” of those phones by
the second half of 2019, Liang added. 

KUWAIT: Real GDP growth in the UAE is projected to con-
tinue to trend upwards over the next two years, rising from
an estimated 2.2 percent in 2018 to 2.4 percent and 2.7 per-
cent in 2019 and 2020, respectively. While headline growth
will see only a moderate contribution from the oil sector, on
account of the UAE’s participation in another round of
OPEC+ production cuts in 2019 in order to balance oil sup-
ply (and thus support oil prices), it will, nevertheless, benefit
from elevated construction activity and government spending
ahead of the Expo 2020 on the non-oil side. 

The UAE cabinet, in October, approved a record federal
budget of Dh60.3 billion for the 2019 fiscal year.  Credit
growth will likely continue to recover as gains in business
lending activity offset some of the monetary tightness stem-
ming from higher interest rates. Further falls in oil prices rep-
resent the greatest risk to the outlook, in terms of lower gov-
ernment revenues, which could possibly force the govern-
ment to scale back spending, and in terms of business confi-
dence and banking sector liquidity. 

A marginal boost in oil GDP expected  
In 2019, according to the OPEC+ production agree-

ment, the UAE is expected to pare back crude production
by 2.5 percent (from October 2018’s reference level) to
3.10 million barrels per day, starting January. Despite the
cut, output in January will still be 8.2 percent higher y/y,
and as such, we think real oil GDP growth is still likely to
rise next year, from an estimated 0.6 percent in 2018 to 0.8
percent in 2019. It should accelerate further to 1.0 percent
in 2020 as the UAE expands its oil production capacity in
anticipation of higher demand. 

Meanwhile, the non-oil sector is expected to remain
supportive of overall growth, expanding by a healthy 3.0
percent and 3.4 percent in 2019 and 2020, respectively,
mainly due to increasing construction activity ahead of
Dubai’s Expo 2020 event. 

In an effort to prop up growth, the federal authorities and
the governments of Dubai and Abu Dhabi announced a raft
of pro-growth reforms throughout 2018. At the federal level,
the authorities approved the issuance of residency visas of
up to 10 years to investors and highly skilled expats, such as
specialists in the scientific, technical, medical and research
fields, and will allow expatriates to seek extended residency
visas after retirement. The authorities also raised the share
that foreigners are permitted to own of local businesses
(based outside of designated “free zone” areas) from 49 per-
cent to 100 percent. 

Moreover, in further support of foreign direct investment
(FDI), the UAE president issued a new law to establish a
Foreign Direct Investment Unit in the Ministry of Economy.
The unit will be responsible for promoting initiatives that

help create a more attractive investment environment. The
UAE is determined to boost inward investment and diversify
its financing options away from public funding. According to
the finance minister, FDI is expected to increase by almost 6
percent y/y in 2018 to reach $11-11.5bn, which is by far the
largest in the region. The authorities are eyeing a further 15-
20 percent increase by end-2020. 

Meanwhile, Abu Dhabi recently revealed further details of
its new three-year, Dh50 billion stimulus plan, which will be
called ‘Tomorrow 21’ and directed at four main sectors: busi-
ness and investment; society; knowledge and innovation; and
lifestyle.  Additionally, companies based in the capital’s free
zones will be allowed to operate on the mainland under a
dual license.  This should help reduce the cost of doing busi-
ness, improve competitiveness and boost foreign investments. 

The most recent figures showed real growth in Abu Dhabi
rising from a mere 0.1 percent in 1Q18 to 1.5 percent y/y in
2Q18, thanks to increased crude output and non-oil activity.  

Dubai also announced its own plans to improve the busi-
ness climate and stimulate foreign investment, including
waiving some fees on aviation, real estate and school and
reducing those on businesses. Along with Abu Dhabi, it also
agreed to exempt businesses from any administrative fines
until the end of the 2018. 

Dubai’s economic growth registered 2.5 percent y/y in
4Q17, driven by the emirates’ construction and hospitality
sectors. The measures announced above are likely to give
these sectors a further boost. Indeed, the Dubai Economy
Tracker index leapt from 52.5 in October to a five-month
high of 55.3 in November, as growth in the construction sec-
tor accelerated ahead of the Expo 2020. 

Tourism was also a major contributor, with the number of
passengers passing through Dubai International Airport
coming in at a record high of 24 million in 3Q18, above the
average of 22 million recorded in 2017.  Dubai’s residential
property prices maintained their downward trend in 2018 

The impact of more stringent loan-to-value regulations
on Dubai’s residential property market continues to be com-
pounded by the effects of increased supply, higher interest
rates and changing demand patterns-tenants are increasingly

opting for more affordable housing units. According to
Asteco, the average prices of apartments and villas fell at a
faster rate (-13.6 percent y/y) in 3Q18 than in 2Q18 (-9.3
percent y/y). 

Inflation higher in 2018 
After rising in January following the introduction of a 5

percent VAT and the paring back of fuel subsidies, inflation
trended downwards in 2018 as the initial impact of the
tax/fuel hikes wore off, food price rises moderated and hous-
ing costs fell deeper into deflationary territory. 

Fiscal balance to gradually improve 
The fiscal deficit is expected to gradually narrow to 0.7

percent of GDP in 2019 from an estimated 1.2 percent of
GDP in 2018, on mainly higher non-oil revenues, in-line with
an improvement in the business climate. A surplus of 1.2 per-
cent of GDP should be on the cards for 2020. In October, the
UAE cabinet approved a balanced budget of Dhs 60.3 billion
($16.4bn) for the 2019 fiscal year, 17.3 percent higher than
2018’s expected outlay. This is the highest budgeted spend-
ing on record. 

Having bottomed out at the end of 2017, total credit
growth has since trended upwards, reaching 3.7 percent y/y
in November 2018 on increased corporate lending. 

Lending to the business and industrial sectors increased
by a strong 6.5 y/y in November. With construction activity
expected to continue apace ahead of Expo 2022, credit
growth should continue to gain traction.  Despite slowing
from 7.5 percent y/y in October to 6.5 percent y/y in
November, deposit growth has also been on an upward trend
in 2018. The recent slowdown was attributed to an easing in

both government and private sector deposit growth. Broad
money supply (M2) growth, however, continues to hover in
the low single digits, near multi-year lows. 

Meanwhile, in response to the tightening in monetary
policy in the US, the cost of funding in the UAE has been on
the rise. The most recent federal funds rate hike, of 25 bps
in December-the fourth rate increase this year-was fol-
lowed immediately by a 25 bps increase in the UAE’s
benchmark rate to 2.75 percent. At least one, possibly two
more rate hikes are expected in 2019.  Also, the 3-month
interbank rate (EIBOR) was up 109 bps year-to-date (ytd)
as of mid-December. 

Real estate sector woes 
Equities on the Abu Dhabi Exchange (ADX) and Dubai

Financial Markets (DFM) were on opposite trajectories in
2018. While the ADX was up almost 10 percent ytd (as of
mid-December), thanks to the improvement in oil prices, the
DFM was down 26 percent on continued weakness in the
property sector. Indeed, real estate stocks were down almost
40 percent ytd. 

Downside risks to the outlook 
As ever, oil prices are central to the outlook. Government

spending and hence non-oil activity is largely determined by
it.  Oil also has knock-on effects in terms of banking sector
liquidity and broader consumer confidence. Moreover, with
the US Fed expected to tighten interest rates further in 2019,
borrowing costs are rising, potentially dampening business
activity.  However, Dubai’s Expo 2020 expansive public
investment program and the UAE’s broader economic
reforms should prove to be positive for economic growth. 

Wall Street
stocks end their
worst year
since 2008
NEW YORK: The US stock market
concluded its worst year since the
global financial crisis on Monday fol-
lowing a late-season collapse that
also raised doubts about the
prospects for 2019.

Major indices notched modest
gains in the year’s final session, but it
barely made a dent compared with
the rest of December, the market’s
worst month in nearly a decade.
Ending in the red for 2018 did not
appear in the cards in the first weeks
of the year, when Wall Street repeat-
edly shot to new records on the heels
of a sweeping tax cut signed into law
in December 2017 by President
Donald Trump.

But it did not take long for a host
of worries to shake that confidence,
from unease over an unpredictable
series of trade wars launched by
Trump, to angst over rising interest
rates, to nervousness over econo-
mists’ warnings of slowing growth, or
worse, a possible recession.

And the declines rapidly accelerat-
ed in the final weeks of 2018, erasing
all the gains since January.

Concluding the year with losses is
“astonishing,” Manulife senior portfo-
lio manager Nate Thooft told AFP.
“From an investor perspective, it
probably shakes them a bit.” There
was a spurt of renewed optimism on
Monday, and the Dow Jones
Industrial Average finished the final
session with a gain of 1.2 percent at
23,327.46.

The broad-based S&P 500
climbed 0.9 percent to end at
2,506.85, while the tech-rich Nasdaq
Composite Index advanced 0.8 per-
cent to 6,635.28. But even with
Monday’s boost, the Dow finished
2018 with loss of 5.6 percent com-
pared to the end of 2017, the S&P 500
with a drop of 6.2 percent and the
Nasdaq with a decline of 3.9 percent.

That was after a year in which they
indices jumped 25.1 percent, 19.4 per-
cent and 28.2 percent-before compa-
nies logged massive jumps in profits
this year due in part to the tax cut.

Euphoric start 
At the start of 2018, investor senti-

ment ranged somewhere between
optimism and euphoria as the Dow
surged above 25,000 for the first time

and then hit 26,000 less than two
weeks later.

But after that frothy start, stocks
experienced their first cracks in late
January, just ahead of a leadership
transition at the Federal Reserve as
Jerome Powell took over as Fed chair-
man, after Trump declined to nomi-
nate Janet Yellen for a second term.

Wall Street suffered an especially
profound wobble on Powell’s first day,
February 5, with the Dow plunging
nearly 1,600 points at one stage
before ending a grim session down
more than four percent. 

At the time, analysts cited worries
the Fed would have to hike rates too
aggressively.

But Trump’s escalating trade wars
and tariff threats soon took over as
the main focus of investor concern. He
announced the first salvo on March 1:
tariffs on imported steel and alu-
minum. The following day on Twitter
he proclaimed that “trade wars are
good, and easy to win.”

That has been followed by increas-
ingly aggressive tariff moves against
China. Many key US economic indi-
cators stayed robust even as business
leaders recoiled at Trump’s rising
protectionism, with unemployment
lingering at a 49-year low, corporate
earnings notching their strongest
growth in eight years, and business
and consumer sentiment remaining
well above historic trends.

In August, the S&P 500 celebrated
the longest-ever “bull market,” with
3,453 straight sessions-more than
nine years-without a drop of 20 per-
cent. In October, the Dow surged to
an all-time high of 26,828.39. But it’s
been a rough ride ever since.

Bruising finale 
Besides worries over the difficult

US-China trade talks, much of current
angst is focused on the Federal

Reserve, which faces a tricky balanc-
ing act of boosting interest rates
enough to contain inflation without
choking off the economic expansion.
Market watchers are always nervous
about Fed tightening cycles, especial-
ly as they reach their end, fearing they
might overdo it, but Trump has dialed
up the jitters with repeated attacks on
Powell. Economists warn that such
criticism can easily backfire by com-
pelling the US central bank to contin-
ue to raise interest rates to demon-
strate its independence.

White House officials have denied
Trump intends to fire Powell, but
many market watchers say the possi-
bility has further pressured stocks,
especially given the president’s pen-
chant for setting policy by tweet
without consulting his advisors.

A US government shutdown over
Trump’s desire to fund a wall along
the border with Mexico will extend
into 2019 also has dented sentiment,
especially amid signs economic
growth has peaked.

“To be clear, the challenges we
see ahead don’t look to us like the
makings of another financial crisis,”
said a recent investor note by
JPMorgan Private Bank said in a
recent investor note. 

“Our base case assumes slowing
growth in the US economy through-
out 2019 and a moderate recession
in 2020.” Thooft of Manulife said the
gloom of December feels “a bit
overdone” given that most data is
still strong. 

But he warned that investors are
unnerved, and the sense of waning
optimism could soon show up in
consumer and business sentiment
indexes. “You’re going to need more
than one (positive) outcome” to
push stocks higher in 2019, he said.
“It’s probably bigger than just the
trade issue.” —AFP 

BEIJING: A man looks at his mobile phone as he walks
past a Huawei store in Beijing. — AFP


