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Welcome to
Insight #23
Trade tensions and sluggish growth 
continue to dog the global economy 
as 2019 has proved to be a difficult 
year in many key regions worldwide.

The continuing conflict between 
the Trump administration and other 
trade rivals – principally China – is 
causing concern among economic 
analysts who identify that as a key 
factor for what the International 
Monetary Fund (IMF) has described 
as "subdued" growth.

The IMF's most recent World 
Economic Outlook notes that, after a 
tit-for-tat imposition of new tariffs by 
first the US and then China, further 
escalation seemed to have been 
averted following the G20 summit in 
June. However, it noted that "global 
technology supply chains were 
threatened by the prospect of US 
sanctions, Brexit-related uncertainty 
continued and rising geo-political 
tensions roiled energy prices".

The IMF is now predicting that 
global growth for 2019 will average 
3.2 per cent – slightly down on 
earlier forecasts. This conclusion 
results from gross domestic product 

(GDP) figures released during the 
year to date, together with what 
forecasters describe as "softening" 
inflation. "Investment and demand 
for consumer durables have been 
subdued across advanced and 
emerging market economies as 
firms and households continue to 
hold back on long-range spending," 
adds the IMF report.

"Accordingly, global trade, which 
is intensive in machinery and 
consumer durables, remains 
sluggish. The projected growth pick-
up in 2020 is precarious, presuming 
stabilisation in currently stressed 
emerging market and developing 
economies and progress toward 
resolving trade policy differences," 
add forecasters.

We discuss all this and more in this 
edition of Insight, looking particularly 
at developments in your region.

We also have a special report on 
risk management and its increasing 
importance in the complex world of 
construction planning and project 
oversight.

Industry focus:
Risk management
in construction 

Global economy:
Trade war rhetoric 
'a difficult backdrop' 
concealing 
weakened demand
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Trade war rhetoric 'a difficult 
backdrop' concealing 
weakened demand

Weakened demand in key economies 
has been concealed by the ongoing 
trade war rhetoric between the United 
States and China, according to the 
International Monetary Fund's (IMF) 
latest world outlook.

This summer the IMF pinpointed 
various factors – President Trump's 
determination to force a new and 
more favourable trade deal with 
China, the continued impasse 
regarding Brexit, and spending 
uncertainties in key regions including 
the Middle East – for the uncertain 
position regarding growth.

But it also found that overall global 
activity during the first half of 2019 
had remained "soft", adding: "There 
were positive surprises to growth in 
advanced economies, but weaker-
than-expected activity in emerging 
market and developing economies."

This was particularly the case in 
emerging Asia, as well as in Latin 
America. China's growth performance 
was stronger in the first quarter of 
the year, but weakened during the 
second. 

"From a sectoral perspective, service 
sector activity has held up, but the 
slowdown in global manufacturing 
activity, which began in early 2018, 
has continued, reflecting weak 
business spending and consumer 
purchases of durable goods such as 
cars," said the IMF report.

"These developments suggest that 
firms and households continue to hold 
back on long-range spending amid 
elevated policy uncertainty."

During September, the US and China 
continued to escalate a trade war, 
imposing tariffs in a reciprocal pattern 
which appears to have impacted 
on the American manufacturing 
sector already, according to The 
New York Times. It reported that the 
"closely-watched index of American 
manufacturing fell to 49.1 from 51.2, 
signalling the first contraction since 
2016”. 

"The companies responding to the 
Institute for Supply Management 
survey, on which the index is based, 
cited shrinking export orders as a 
result of the trade dispute, as well as 

the challenge of moving supply chains 
out of China to avoid the tariffs," 
added the newspaper.

In September, the US placed a new 
15 per cent tariff on consumer goods, 
including clothing, lawn mowers, 
sewing machines, food and jewellery. 
China retaliated in kind, increasing 
tariffs on $75 billion of American 
products. China then filed a complaint 
with the World Trade Organization 
over the latest US tariffs.

China's growth 
performance was 
stronger in the first 
quarter of the year, but 
weakened during the 
second. 

Global economy
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Global economy

The IMF forecasts that overall 
growth will be 3.2 per cent for 2019, 
improving to 3.5 per cent next 
year. That reflects the imposition of 
bigger US tariffs on $200 billion of 
Chinese exports last May – up from 
10 to 25 per cent. The downgrades 
to growth forecasts for China and 
other Asian trading economies "are 
broadly consistent with the simulated 
impact of intensifying trade tensions 
and associated confidence effects", 
according to IMF forecasters.

Growth remains highest in Asia, albeit 
in a more restrained way. The IMF 
predicts 4.1 per cent for 2019 for what 
it describes as the "emerging market 
and developing economy group", 
rising slightly to 4.7 per cent next year.

"Emerging and developing Asia is 
expected to grow at 6.2 per cent in 
2019-20", adds the forecast. It pins 
the reason for that slight downgrade 
on the trade tariff situation. "In China, 
the negative effects of escalating 
tariffs and weakening external 
demand have added pressure to 
an economy already in the midst of 
a structural slowdown and needed 
regulatory strengthening to rein in high 
dependence on debt", adds the IMF.

The forecast for the Middle East and 
North Africa is pulled down by the 
weaker economies of the region, as 
well as the continued conflicts in the 
region. However, the IMF says that 
the resurgence of the Saudi Arabian 
economy, for example, is helping the 
region's overall performance. 

Its researchers found that the non-
oil sector is expected to strengthen 
during the rest of 2019, with higher 
government spending and rising 
consumer confidence. It predicts oil 
sector growth in 2020, which should 
help every oil-producing economy in 
the Gulf region.

Overall, the IMF is clear. "Business 
confidence and financial market 
sentiment have been repeatedly 
buffeted since early 2018 by a 

still-unfolding sequence of US 
tariff actions, retaliation by trading 
partners and prolonged uncertainty 
surrounding the UK’s withdrawal 
from the European Union", its report 
comments.

It found that trade agreements and 
inter-country relationships "remain 
subject to possibly protracted and 
difficult negotiations". It concludes 
that the key risk factor is that adverse 
developments, principally over tariffs 
or a no-deal Brexit, "sap confidence, 
weaken investment, dislocate global 
supply chains and severely slow 
global growth below the baseline". 

Trade negotiations may restart 
between the US and China before 
the end of 2019. The current Brexit 
deadline of 31 October may or may 
not be delayed, depending on the 
outcome of talks between London 
and Brussels, not to mention political 
developments in Westminster. Growth 
forecasts for 2020 will assuredly be 
impacted by their outcome.

The IMF predicts 
4.1 per cent growth 
for 2019 for what 
it describes as the 
"emerging market 
and developing 
economy group", 
rising slightly to 4.7 
per cent next year.
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As the world struggles for 
growth, Gulf economies 
face unique challenges

Regional

The world economy may be struggling 
to achieve lasting economic growth, 
but for the oil-exporting nations of 
the Middle East the challenges are 
different.

To various degrees, the Gulf countries 
are engaged in a long-term battle 
to re-align their economies, making 
them less dependent on oil and gas 
production overall.

For some, most notably Saudi 
Arabia, that process involves a 
fundamental shift away from a 
carbon-based economy that has 
relied to a significant extent on 
migrant labour, foreign investment 
and an aggressive approach to public 
spending. The massive income from 
oil has sustained massive growth 
and expenditure, providing the funds 
for schools and hospitals, roads and 
other key infrastructure.

Now, oil prices tend to be firmly 
around $60 a barrel, a little below 
what is held to be the ‘ideal’ price for 
sustainable public spending in the 
Gulf. The ratings agency Moody's 
said recently that fiscal reform will be 
difficult as a result, with most countries 
in the Middle East continuing to run 
deficits. It believes this will block 
reform, unless oil prices rise to a more 
comfortable $70.

The trend is unlikely to be changed 
by the recent attacks on Saudi 
Arabian oil assets, which resulted 
in temporary price rises as a result 
of severe disruption to production. 
Tensions between the Kingdom and 
its rivals in Iran and Yemen have 
risen considerably, and the Abqaiq 
oil facility and the Khurais oil field 
remained inoperable as Insight went 
to press.

The 'new normal' of restrained 
prices has had a massive impact on 
government policy in several Gulf 
capitals.

Saudi Arabia's Vision 2030 
programme is a case in point. Riyadh 
wants to overhaul its economy 
and, to some extent, change its 
social and economic structure. It 
is investing heavily in alternative 
energy resources, principally solar 
power. It also has a nuclear energy 
programme, and continues to invest in 
other renewable energies and water 
desalination. 

The United Arab Emirates and others 
are following a similar trajectory. To 
different degrees, each Gulf state 
– with the exception of Kuwait – is 
running a budget deficit, a situation that 
is not made easier by flat oil prices.
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Regional economy

There are strategic programmes to 
invest in education, and to step up 
the proportion of work taken on by 
‘local’ indigenous workers, particularly 
important in those states with a higher 
proportion of younger citizens, such 
as Saudi Arabia and the UAE.

These priorities require finance – and 
that means that governments are 
seeking alternative funding routes for 
major buildings and infrastructure. No 
longer can they expect to be the 100 
per cent funders of projects. Many are 
seeking partners in the construction 
and finance sectors. They are at 
various stages of considering public-
private partnership (PPP) and other 
procurement schemes.

The Middle East Economic Digest 
(MEED) has reported that progress 
has been made on several transport 
initiatives to be procured using PPP, 
since their inception in 2017. Its 
examples included the Bahrain light 
rail scheme, King Hamad Causeway 
and Jeddah Corniche tram line, all 
of which are selecting transaction 
advisors. MEED reported that many in 
the advisory community would prefer 
deals to be broken down into smaller, 
more manageable packages that 
might prove more "bankable". 

But it added: "The next 18-24 months 
will be a very busy time, particularly 
among the region's banking and 
investment communities as they move 
to acquire expertise, or form alliances 
with their international counterparts on 
long-term financing."

Saudi Arabia has awarded four airport 
PPP contracts recently, and also has 
plans for a new facility dedicated to 
hajj and umrah visitors to Makkah's Al-
Faisaliah City, a sign that the Kingdom 
is expecting continued increases in 
pilgrim numbers as well as tourists.

Overall, Saudi Arabia is estimated 
to have around 5,000 construction 
projects at various stages of 
pre-launch, with a notional total 
value of $1.6 trillion, according to 
one consultancy, as reported by 
TradeArabia.

Chief among its Vision 2030 projects, 
in terms of sheer ambition, is the 
Neom project, which effectively 
creates a new city-region along the 
Red Sea coast near Egypt. The first 
phase of this $500 billion project is 
due in 2025, and numerous related 
contracts are still awaited.

The International Monetary Fund 
(IMF) has recommended greater 
economic reform for Oman, warning 

Saudi Arabia is 
estimated to have 
around 5,000 
construction projects 
at various stages of 
pre-launch, with a 
notional total value of 
$1.6 trillion.
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that deeper changes are required to 
avoid long-term fiscal deficits. The 
Fund recommended the introduction 
of VAT and reduced government 
expenditure in order to protect the 
Omani economy from the effects of 
forecast oil prices.

Officials at Expo 2020 Dubai have 
been revealing more details of the 
services planned for the event, 
which is expected to handle 25 
million visitors next year. The site, 
which includes three large entrances 
and 30,000 parking spaces, will 
accommodate up to 300,000 people at 
any one time, according to real estate 
development chief executive, Ahmed 
Al Khateeb. Apart from private cars, 
visitors will access the Expo using the 
Dubai Metro, buses and taxis over its 
six-month lifespan.

Major transportation investment has 
included the 15km extension of the 
metro's Red Line, capable of moving 
44,000 people each way per hour. The 
road to Dubai International Airport has 
been upgraded to handle increased 
traffic, and when all roadways to the 
Expo site have been completed $816 
million will have been spent, officials 
stated at a recent briefing. 

The official ground-breaking for 
the $1.5 billion Al-Dur 2 water and 

power project in Bahrain is planned 
for October 2019, as financial close 
was achieved by the international 
consortium in June this year. The 
consortium – led by Saudi Arabia's 
Acwa Power and Mitsui of Japan – 
includes local company Al-Moayyed 
Contracting, Siemens of Germany, 
Sepco 3 of China and Sidem of 
France. The power station will 
generate up to 1,500 MW of power, 
and desalinate 50 million gallons of 
water daily. An output deal has been 
signed with Bahrain's Electricity and 
Water Authority (EWA).

Saudi Arabia continues to weigh a 
possible stock market flotation of its 
oil business, Aramco. The government 
plans to raise up to $100 billion by 
selling just five per cent, achieving an 
overall value of $2 trillion. There has 
been intense speculation about the 
timing of the deal, now expected in 
2021.

The Kingdom is also reported to 
be planning the world's longest 
magnetic levitation or 'maglev' test 
track, near Jeddah. Virgin Hyperloop, 
whose biggest shareholder is the 
Dubai-based logistics company DP 
World, wants to build a research 
and development centre and a 
manufacturing and certification facility 
at King Abdullah Economic City.

The development, revealed by The 
National, would include a 35km test 
track. The hyperloop concept is being 
embraced by Prince Mohammed bin 
Salman within the Vision 2030 project, 
with an ambitious target to reduce 
travelling time between Jeddah and 
Riyadh from the current ten hours to 
just 76 minutes.

There are several ‘maglev’ projects at 
various stages of development in the 
United States, China and India. Virgin 
Hyperloop has said a Saudi service 
could effectively link three continents.

The technology has the added 
advantages of being carbon-free – 
in keeping with a region seeking to 
diversify from oil and gas, while still 
profiting from its international sales.

Source: www.expo2020dubai.com

Regional economy

Major transportation 
investment has included 
the 15km extension of 
the metro's Red Line, 
capable of moving 
44,000 people each 
way per hour. 
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Price analysis

Commodities Unit Q4-2018 Q1-2019 Q2-2019 Q3-2019

Non-ferrous metals

Aluminium alloy US$/tonne  1,418.13  1,482.33  1,311.89  1,231.78 

Aluminium US$/tonne  2,042.69  2,007.85  1,934.53  1,901.32 

Copper US$/tonne  6,149.42  6,238.66  6,178.47  5,908.40 

Lead US$/tonne  1,996.38  2,067.49  1,918.61  2,030.01 

Nickel US$/tonne  11,815.73  12,880.31  12,717.48  14,867.01 

Tin US$/tonne  19,063.43  20,891.41  19,578.71  17,193.55 

Zinc US$/tonne  2,473.73  2,517.43  2,552.08  2,335.96 

Steel 

Reinforcing bars US$/tonne  536.67  520.00  524.17  510.00 

Steel beams - channel US$/tonne  678.33  646.67  636.67  630.00 

Hot rolled plates US$/tonne  596.67  560.00  580.00  555.00 

Cold rolled coils US$/tonne  616.67  598.33  605.00  582.50 

Prepainted galvanised steel, 0.35 US$/tonne  816.67  763.33  766.67  770.00 

Stainless steel HR coils 304 base US$/tonne  1,958.33  1,900.00  1,983.33  2,000.00 

Energy

Crude oil US$/barrel  67.22  62.98  67.89  62.17 

Diesel (Dubai only) AED/gallon  10.40  8.82  9.56  9.03 

Cement

Cement US$/bag  3.92  3.98  3.89  3.92 

Cement (Dubai suppliers) AED/bag  14.50  14.72  14.39  14.50 

Rubber

Rubber US$/100kg  165.24  165.99  186.45  167.60 

Bitumen 60/70

Bitumen US$/tonne  493.24  493.24  493.24  493.24 

 ■ All prices for commodities are based on bulk quantities, 
cash trade, US dollar. 

 ■ Non-ferrous metal prices are derived from London Metal 
Exchange, whereas steel prices are derived from Middle 
East steel price indications; all based on average prices for 
the month.

 ■ Reinforcing bars are based on the average price from four 
UAE suppliers. 

 ■ The rate for steel beams – channel has been derived from 
Far East/Europe/India market. 

 ■ Crude oil price is derived from light crude Brent, US market.

 ■ Diesel rates are from EPPCO.

 ■ The price of rubber is derived from International Rubber 
Board, based on average prices for the month.

 ■ Cement prices are derived from UAE local supplier.

Commodities
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Commodities
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Risk management
in construction 
New buildings are becoming more 
complex operations, whatever 
their type. From office blocks to 
apartments, bridges to tunnels, 
the range of design, materials and 
requirements has become wider and 
more ambitious than ever before.

Construction management has had to 
keep pace with that complexity. A key 
role has become risk management, 
a discipline to which all others must 
pay heed if there is to be a successful 
project. Risk is no longer about 
improving safety or avoiding cost 
over-runs alone. Today it imbues 
every aspect of any construction 
programme – and the greater the 
complexity of a programme, the 
greater the risk.

Risk is no longer 
about improving 

safety or avoiding 
cost over-runs 
alone. Today it 
imbues every 
aspect of any 

construction 
programme.

From the start, consultants and their 
clients need to identify potential 
risks. After analysis, each risk has 
to be evaluated or ranked, treated, 
monitored and reviewed. It is an 
intense and continuous process, but it 
reaps often invisible rewards.

The construction team, which should 
include the building owner and 
preferably the building’s operator, 
such as in hospitality schemes, 
would participate in an initial risk 
identification process. This will result 
in a comprehensive schedule of all 
risks, however seemingly small and 
insignificant. The risk manager, who 
may be a discrete appointee, then 
prepares a risk management schedule 
which will rank each risk for its impact 
and relevance and identify who would 

be the ‘owner’ of that risk. A major 
issue can be ground conditions risk 
and, more often than is sometimes 
sensible, this risk is wholly contracted 
to the construction company.

The team will then review the risk 
manager’s schedule and discuss 
how each risk might be mitigated 
and managed – and in some cases 
completely removed. Such risk 
management meetings will be held 
throughout the design process and 
latterly through procurement and 
construction. The risk manager 
will always be the ‘owner’ of the 
risk schedule, which remains a 
‘live’ management tool, to ensure 
transparency, consistency and 
continuity.

Focus

10September 2019 www.curriebrown.com  enquiries@curriebrown.com



11September 2019 www.curriebrown.com  enquiries@curriebrown.com

Focus

When construction planning goes 
awry, the results can have massive 
costs, not only financial but also 
reputational. People regard the 
Sydney Opera House today as 
a design classic, but during its 
construction the project had a more 
negative image because of a series of 
risk items that hadn’t been assessed 
properly. Perhaps the most significant 
of these was political expediency 
insisting on construction commencing 
well before the design had been 
adequately developed and accurate 
cost plans prepared, something which 
forced the later re-building of key 
elements.

In Scotland, the completion of the 
Parliament building in Edinburgh 
attracted widespread criticism. Costs 
doubled as the design brief changed, 
and when architect Enric Miralles died 
during the complex project, there were 
real questions about its progress. 

What can be done to ensure 
an effective approach to risk 
management in construction? Very 
often the first issue to be tackled 
is the choice of site. Where should 
the new office or retail store be 
built, for example? Is it close to 
good transportation? Is there good 
accessibility for customers or trade 
partners? How much will the land cost 
vary between site selection options, 
and how might that impact on the 
project and its operation overall?

Clients and consultants need to be 
aware of local planning obligations, 
and possibly local conditions: are 
there neighbours? How does your 
proposed building fit with what is 
already there? Are there rights of light 
to be considered? Might the proximity 
to a neighbouring building be a sub-
structural challenge?

The ‘sunpath’ – the daily arc that 
the sun follows, in relation to any 
building – is important too. It can 
have a bearing on the heat and light 
experienced by occupants and thus 
determine the building’s orientation. 
Such a relationship will have an 
impact on energy demand for air-
conditioning or heating systems. As 
buildings include increasingly complex 

Experienced, well-
trained analysts know 
that they should look 
at every aspect of a 
project, preferably 
before work actually 
begins.

environmental systems to manage the 
comfort and health of occupants, the 
implications for cost, both capital and 
operational, can be significant.

The location having been decided, 
what kind of building is required? 
How should it be financed to the 
mutual satisfaction of clients and 
their investors? What is the required 
return on investment for builders or 
occupants? Is their outlook short 
term or long term? If the building is 
being procured using a public-private 
partnership (PPP)-style contract, or 
some form of design and build, how 
will that impact on financial planning?

Risk analysis is key to any project. 
Experienced, well-trained analysts 
know that they should look at every 
aspect of a project, preferably before 
work actually begins. It is always 
more cost effective to anticipate and 
manage out potential problems, than 
it is to address them if and when they 
occur. The golden rule of construction 
planning is to ensure before contracts 
are awarded that the final scope and 
specification of a building – whatever its 
purpose – is indeed the final one. Post-
award design or specification changes 
most often cost time and money.

The risk manager is an essential 
component of the consultant team and 

quite often is a discrete appointment. 
When a team is being assembled 
or engaged for a specific project, 
there are several factors to consider. 
The resources available to the team 
and the skills and knowledge team 
members bring to the group are 
obviously important. Their experience 
might be gauged by a previous history 
of working together, or of working in 
similar teams. Do they have specialist 
knowledge of particular relevance 
to this project? Perhaps their 
experience is of working in a particular 
locality, or with chosen contractors. 
Specific knowledge of local planning 
regulations might be preferred. 
Certainly, the team should include a 
construction expert.
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Focus

Design is a key element too. Does 
the chosen design conform to local 
aesthetic preferences? Is the design 
‘future-proofed’, in the sense that 
the building's layout can be changed 
easily post-construction, as needs 
change? Are the materials easy to 
maintain, or replace if necessary? 
Advances in environmental regulation 
can mean changing demands, 
and ideally a building's design will 
include protections against any future 
redundancy of this type. If supply 
of materials can be sourced locally 
and reliably, this can mitigate both 
later cost and carbon factors from 
transportation.

Again, procurement should ideally be 
put together in a way that is ‘future-
proof’, minimising any shocks in the 
form of interest rate changes, changes 
of ownership or design need. The 
structure of the deal is key here: 
some contracts are ‘design and build’, 
while others may also include the 
management of the building over a 
lengthy period of up to 30 years. Even 
the source of funding can be a risk; 
clients and advisors need to look at 
who is providing finance, and what 
experience they may or may not have 
in relation to the type of building.

Funding risks sometimes arise at 
a very early stage. When the Thai 
baht crashed in 1997, the Bangkok 
skyline seemed to be populated by 
half-finished skyscrapers. In China, 
tall buildings in various cities have in 
the past experienced mid-construction 
funding issues, leaving half-clad 
structures.

Risk is everywhere during 
the planning stage and can 
be accentuated further as 

commencement draws closer. The 
construction programme itself has 
to be safeguarded against several 
common risks. Typical of them will 
be the macro-economic conditions, 
availability and cost of labour and 
materials, deadlines that may be 
affected by political concerns, or 
weather conditions, and contract 
negotiation and completion. The 
Hong Kong government headquarters 
building in Tamar had its own 
problems, one of which was the 
addition of more floor area after 
contract award which cost HK$36 
million, according to the government’s 
own audit report. Such a cost 
might have been avoided had the 
employer’s requirements included 
such areas at pre-tender stage.

The analysis will identify risks. The 
challenge will be how the project team 
is geared to remove or mitigate those 
risks, or tackle them as they arise. It 
is vitally important that the building 
owner, consultant and contractor are 
working together closely throughout 
the programme, but particularly during 
the risk discussion.

That team should be ready to address 
challenges as they arise. When risks 
are identified, or problems occur, 
assessing the scale, impact, cost 
and timing is vital to the successful 
resolution of the issues. 

There are several common factors 
when things go wrong. The first is 
often the behaviour and attitude of 
the building owner: how engaged are 
they in the process? Hotel projects, for 
example, can suffer from disharmony 
between developers and operators, 
whose interests and priorities may be 
at odds. There can also be disruption 

to supply chains, for example because 
of material shortages or labour 
disputes.

The massive Crossrail scheme 
in London has experienced cost 
and time overruns. Media reports 
have hinted at clashes between 
civil engineering and systems 
programming, presenting considerable 
challenges, especially when combined 
with the need for train and signalling 
interface testing.

The good news for building owners 
and construction managers is that, 
while projects are becoming more 
complex, the tools available for risk 
assessment and management have 
improved in parallel. Information 
technology has helped. Risk analysts 
have significant amounts of data 
at their disposal as they assess 
projects. The key to success is to 
bring together the know-how and 
technology – and to make best use of 
it at the planning stage of every new 
project.

Risk is everywhere 
during the planning 
stage and can be 
accentuated further as 
commencement draws 
closer.
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