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Welcome to
Insight #24
The world economy has been 
unable to shake off a feeling of 
gloom after a year of uncertainty, 
trade tensions and lower-than-
expected economic growth.

Forecasters have spent 2019 
revising their growth figures 
in a downward direction over 
successive quarters. Even though 
the growth experience in different 
regions remains varied – with the 
Asia-Pacific region outstripping the 
rest, as usual – the overall tone of 
economic analysts remains dull.

The same is true of the Gulf Co-
operation Council countries, where 
even continued commitments to 
large-scale government spending 
continues to be tempered by the 
impacts of structural economic 
change and a weakened, 
fluctuating oil price.

The continuing trade tension 
between the United States and 
China is of concern to international 
forecasters, whether they are 
bodies such as the World Bank or 
other, private-sector analysts.

Brexit was delayed for the 
second time in October 2019, 
and negotiations will carry on 
throughout 2020. The European 
economy is flirting with recession, 
and the New Year will see a 
heightening of political stress in the 
USA, as the main parties gear up 
for what is expected to be a bitter 
presidential election campaign.

These factors will be examined in 
greater detail later in this edition of 
Insight, which aims to inform all of 
us who are engaged in construction 
and development.

We also focus on the growing 
influence of digital technologies 
in the construction sector, from 
end-to-end of every project – 
planning and design through 
project management, to completion 
and operation. Quantity surveyors 
are using digital methods of 
measurements, architects have 
‘fly-thru’ design, and project teams 
are sharing information across all 
disciplines like never before.

Digital technology can be liberating 
and enabling. But it can also be 
capital intensive, with economic 
benefits only being realised over 
time. And it can demand significant 
changes in mindset, both for people 
with the ‘traditional’ trade and 
professional skills, and for those 
clients who are used to things 
being done the way ‘they always 
were’. A significant challenge is to 
convince everyone in the project 
chain – client, investor, builder, 
manager, consultant and operator 
– that the advantages significantly 
outweigh anything else.

Construction has rarely been at the 
forefront of technology. But now – 
with digital technologies from virtual 
reality to 3D printing of buildings 
available and in regular use – it has 
joined many other industries in the 
digital age.

Industry focus:
Digital
technology
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Global economy

Governments 
urged to improve 
collaboration 
and investment 
to avoid global 
downturn

The International Monetary Fund 
(IMF) has not minced its words in its 
latest analysis of the global economy: 
"synchronised slowdown, precarious 
outlook", said the headline of a blog 
by chief economist Gita Gopinath.

The Fund downgraded its world 
growth forecast for 2019 to just three 
per cent – the lowest level since the 
global financial crisis of 2008.

"Growth continues to be weakened 
by rising trade barriers and increasing 
geopolitical tensions," commented 
Gopinath. "We estimate that the US-
China trade tensions will cumulatively 
reduce the level of global GDP by 0.8 
per cent by 2020. 

"Growth is also being weighed 
down by country-specific factors in 
several emerging market economies, 
and by structural forces such 
as low productivity growth and 
ageing demographics in advanced 
economies."

Her analysis makes sober reading 
for policy makers everywhere. 
Gopinath points out that there has 
been what she describes as "a sharp 
deterioration" in manufacturing activity 
and global trade, with higher tariffs 
and prolonged trade policy uncertainty 
damaging both investment and 
demand for capital goods.

That situation coincides with other 
factors. For example, new emissions 
regulations in Europe and China are 
affecting the automobile industry, 
as it battles to meet more stringent 
environmental standards, moving 
ultimately towards a completely zero-
carbon future.

The IMF is even detecting what it 
describes as “a softening” in the 
performance of the services sector, 
particularly in the US and Europe. 
It is here that labour markets, wage 
growth and consumption have 
remained healthy, supporting poorer-
performing sectors.

The Fund warns that without the 
“significant role” of monetary policy 
being implemented by various central 
banks, global growth for both 2019 
and 2020 would be even lower than 
the latest IMF forecast.

Experts are predicting a ‘rebound’ 
of sorts during 2020, helped by 
recoveries in emerging markets, 
including Turkey, and also in several 
countries where the economy 

The IMF downgraded 
its world growth 
forecast for 2019 to 
just three per cent –
the lowest level since 
the global financial 
crisis of 2008.
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slowed significantly during the past 
12 months, including Saudi Arabia. 
"There is, however, considerable 
uncertainty surrounding these 
recoveries, especially when major 
economies like the US, Japan and 
China are expected to slow further 
into 2020," adds the IMF.

"Heightened trade and geopolitical 
tensions, including Brexit-related risks, 
could further disrupt economic activity, 
and derail an already fragile recovery 
in emerging market economies and the 
eurozone area. This could lead to an 
abrupt shift in risk sentiment, financial 
disruptions and a reversal in capital 
flows to emerging market economies."

The OECD underlined the sentiments 
of the IMF bulletin in blunt terms. Its 
November outlook stated: "We need 
urgent co-ordinated political action to 

restore confidence, boost inclusive 
growth and raise living standards."

"Global trade is stagnating and is 
dragging down economic activity in 
almost all major economies. Policy 
uncertainty is undermining investment 
and future jobs and incomes. Risks 
of even weaker growth remain high, 
including from an escalation of trade 
conflicts, geopolitical tensions, the 
possibility of a sharper-than-expected 
slowdown in China and climate 
change."

Meanwhile, the IMF wants policy 
makers to put in place measures to 
de-escalate tension. It has tentatively 
welcomed the possibility of more 
positive trade talks between the 
US and China, and called for a 
comprehensive agreement that would 
restore stability. 

It continues to urge countries to 
undertake structural reforms that 
boost productivity and lessen 
inequality, emphasising that these 
work best when accompanied by good 
governance.

"The global outlook remains 
precarious with a synchronised 
slowdown and uncertain recovery," 
commented Gopinath. "At three per 
cent growth there is no room for policy 
mistakes, and an urgent need for 
policy makers to support growth.

"Multilateralism remains the only 
solution to tackling major issues, such 
as the risks from climate change, 
cyber security risks, tax avoidance 
and evasion, and the opportunities 
and challenges of emerging financial 
technologies," she concluded.

Risks of even weaker 
growth remain 
high, including 
from an escalation 
of trade conflicts, 
geopolitical tensions, 
the possibility of 
a sharper-than-
expected slowdown 
in China and climate 
change.

Global economy
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Oil exporters urged to 
continue diversifying 
economies to secure jobs

Gulf-region growth predictions are 
becoming increasingly difficult to 
make as a result of the continued 
uncertainties of the price of oil.

Despite a widely expected recovery 
this year, prices continued to range 
from $55 to $70 a barrel - significantly 
better than the major wobbles of 
recent years, but still not quite steady 
enough to make a reassuring forecast 
of growth, or to estimate the fiscal 
needs of the Gulf’s six nations.

As it contemplated the final quarter of 
the year, the International Monetary 
Fund (IMF) revised its global forecast 
downwards, worried as its analysts 
are about the knock-on effects 
on international business of the 
continuing tariff wars between the 
United States and China, and also by 
the prospect of Brexit.

A significant reduction was made too 
in the case of the Middle East. IMF 
forecasters changed their predictions 
of GDP (gross domestic product) 

growth in the Gulf down to 0.7 per cent 
for 2019, having previously estimated 
that it would reach 2.1 per cent.

The main reason for the decline was 
the oil production cuts agreed by 
Opec, but it was also noted that these 
occurred against a backdrop of trade 
tensions and geopolitical risks, the 
latter including threats to the security 
of oil supplies in Saudi Arabia. The 
IMF has revised its forecast for Saudi 
Arabia down from 1.8 to just 0.2 per 
cent for the year.

IMF forecasters do expect that 
Saudi Arabia, and the Gulf, will do 
better during 2020. They say also 
that oil production will improve once 
more. And they point out that major 
infrastructure spending in Kuwait, 
the United Arab Emirates (UAE) and 
Qatar will help non-oil growth during 
the year ahead.

The IMF has estimated that Gulf 
producers need oil to reach certain 
price levels if they are to enjoy 

balanced state budgets. For example, 
Saudi Arabia requires $86.5 a barrel, 
Oman needs $87.3 a barrel and 
Bahrain $95.1 — prices that have not 
been realised in the Gulf for around 
five years.

Gulf administrations are being urged 
by the IMF to take new measures 
to create and preserve jobs, while 
coping with the new realities of an 
oil-exporting economy. Pro-business 
environments, the promotion of the 
private sector, company start-ups and 
vast improvements in public sector 
productivity are all needed to secure 
improvement, according to the Fund.

IMF forecasters do 
expect that Saudi 
Arabia and the Gulf will 
do better during 2020. 

Regional economy
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Regional economy

The situation was better in the UAE, 
thanks mainly to the economic 
dividends expected from next year's 
Expo 2020 in Dubai. An IMF team 
visited Dubai in autumn and revised 
its own forecast for the UAE up to 
three per cent for next year, after 
examining plans for the Expo.

Authorities in Dubai believe they 
are reaping the benefits of massive 
infrastructure investment since 2006. 
The city's Roads and Transport 
Authority estimates that a staggering 
$27 billion has been spent over a 
12-year period. Chairman Mattar al-
Tayer told an Abu Dhabi conference 
recently that research commissioned 
by his organisation found that the 
cost-benefit ratio of the Dubai Metro 
— a flagship investment — will reach 
2.5 during 2020, rising to 4.3 within 
another decade.

Mass transit is helping to increase 
public transport's share of mobility, 
and contributing to the UAE's overall 
competitiveness, added al-Tayer.

The UAE recently passed a record 
budget, with no deficit funding for the 
third successive year. Infrastructure 
will continue to be an important part 
of its $16.7 billion budget, accounting 
for 14 per cent. But the lion's share 
of the spend, 31 per cent, has been 
allocated for social development.

The cabinet meeting that approved 
the spending programme marked 
the occasion by highlighting the 
UAE's burgeoning space programme. 
The UAE currently operates eight 
communications and surveillance 
satellites, and two research satellites. 
It plans to launch eight more research 
satellites by 2021. Overall investment 
in space research stands at $6 billion.

The IMF is promoting a stronger 
commitment to public-private 
partnerships (PPPs) as a means of 
achieving a better economic balance 
within all of the Gulf economies. 
Oman appeared to be pushing into 
the area strongly during 2019.

The newly established Public 
Authority for Privatisation and 
Partnership (PAPP) is reported to 
be examining 38 current projects 
which could follow the PPP route, 
according to Reuters. PAPP interim 
head Dr Dhafer Awadh al Shanfari 
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The IMF is promoting 
a stronger commitment 
to public-private 
partnerships (PPPs) as 
a means of achieving 
a better economic 
balance within all of the 
Gulf economies. 

said the potential projects spanned 
the health, education, transportation 
and public services sectors, 
spread across 11 ministries and 
departments. 

Oman believes the private 
sector will play a key role in the 
continued transformation of its 
non-oil economy, which offers the 
best opportunities to achieve the 
ambitious targets within the Omani 
government's Vision 2040 economic 
plan.
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Middle Eastern companies are 
ill-prepared to cope with digital 
disruption, according to research 
published by international consultancy 
Accenture. It estimated that what it 
calls ‘trapped value’ of more than $500 
billion exists because businesses are 
not ready or do not understand the 
need for innovative investment that 
will release or share information.

Accenture's survey of 200 senior 
executives and 275 companies across 
the Middle East found that 80 per 
cent expected their industry to be 
disrupted by innovation over the next 
three years. More than two thirds 
said they were not confident that their 
companies could overcome such 
disruption. There was a widespread 
sense that company investments are 
not allocated to boost innovation, 
and nor were there plans to increase 
innovation spending during the next 
five years.

However, Accenture identified an 
elite group of companies – seven per 

cent of the total surveyed – that were 
adopting structures and processes 
that enabled them to be data-driven 
and ‘hyper-relevant’ businesses. 
The consultants said these so-called 
‘innovation champions’ are using 
digital tools to change the way they 
work, building anew even while 
continuing to grow their existing 
operations.

Etihad Rail has awarded $245 million 
of contracts related to the second 
stage of the national rail network in 
the UAE, awarding the systems and 
integration work to Hitachi Rail. Etihad 
is adopting state-of-the-art European 
systems which will enable seamless 
travel across Gulf Co-operation 
Council borders. 

Chairman, His Highness Sheikh 
Theyab bin Zayed Al Nahyan, 
commented: "It [Etihad Rail] 
contributes to economic and social 
development by linking strategic ports, 
manufacturing and production points 
and population centres, enhancing 

the transport sector in the country 
and leading to a qualitative shift of the 
movement of freight and logistics."

Throughout November, markets 
continued to watch the Saudi Aramco 
share flotation get underway. Plans 
for a major international flotation were 
scaled back, and the Saudi approach 
changed in an attempt to attract 
regional investment from other Gulf 
states as well as various sovereign 
wealth funds. The long-awaited sale 
of 1.5 per cent of the company raised 
$25.6 billion, giving Aramco a massive 
total valuation of $1.7 trillion. 

The Aramco strategy is expected to 
release funds for several high-profile 
Saudi projects, as well as signalling 
progress for the national strategy 
of moving the Kingdom away from 
its long-standing dependency on oil 
income.

Success for the new approach could 
accelerate that process.

Source:
www.expo2020dubai.com

Regional economy
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Price analysis

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

Non-ferrous metals

Aluminium alloy US$/tonne  1,482.33  1,311.89  1,213.10  1,215.75 

Aluminium US$/tonne  2,007.85  1,934.53  1,890.15  1,826.99 

Copper US$/tonne  6,238.66  6,178.47  5,881.58  5,830.35 

Lead US$/tonne  2,067.49  1,918.61  2,050.16  2,187.52 

Nickel US$/tonne  12,880.31  12,717.48  15,752.71  17,078.74 

Tin US$/tonne  20,891.41  19,578.71  17,034.72  16,545.58 

Zinc US$/tonne  2,517.43  2,552.08  2,323.24  2,394.26 

Steel 

Reinforcing bars US$/tonne  520.00  524.17  503.33  460.00 

Steel beams - channel US$/tonne  646.67  636.67  603.33  545.00 

Hot rolled plates US$/tonne  560.00  580.00  540.00  505.00 

Cold rolled coils US$/tonne  598.33  605.00  571.67  540.00 

Prepainted galvanised steel, 0.35 US$/tonne  763.33  766.67  758.33  730.00 

Stainless steel HR coils 304 base US$/tonne  1,900.00  1,983.33  2,016.67  2,050.00 

Energy

Crude oil US$/barrel  62.98  67.89  62.23  59.88 

Diesel (Dubai only) AED/gallon  8.82  9.56  9.02  9.12 

Cement

Cement US$/bag  3.98  3.89  3.92  3.65 

Cement (Dubai suppliers) AED/bag  14.72  14.39  14.50  13.50 

Rubber

Rubber US$/100kg  165.99  186.45  162.80  145.15 

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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Digital technology
They call it the Fourth Industrial 
Revolution. The use of digital 
technologies has become all-
pervasive in business today, reaching 
into virtually every area of our lives. 
The pace of change and its impact 
will continue as the 21st century 
approaches its third decade.

The construction industry is no 
stranger to technology-driven change. 
The difference now is that unlike 
the past, where developments in 
machinery or techniques might offer 
intermittent or irregular change, digital 
technology seeps into every area of 
activity almost simultaneously. We are 
witnessing true disruption, on a grand 
scale.

Some of that change is quite general. 
For example, the arrival of cheap and 
now ubiquitous video conferencing 
means groups of specialists – 
for example a multidisciplinary 
project team – can ‘meet’ regularly, 
communicating from the four corners 
of the earth if necessary. Today we 
take messaging apps like Skype or 
WhatsApp for granted; yet not so 
long ago such communication was 
unwieldy or expensive.

Other changes are quite specific. For 
example, the transition of hard copy 
blueprints to easy-to-change digital 
drawings – which can be amended in 
real time and shared almost instantly 
across the internet – has been swift 

and, for many in construction, a real 
game-changer. Many of the processes 
which always added time to a project, 
and therefore slowed it down, are 
either close to being wiped out by 
digital alternatives, or at least being 
made quicker and easier to complete.

The changes can be seen across 
every discipline. While their pace 
of arrival has varied, the industry 
today has witnessed enough digital 
‘intrusion’ to support the idea that this 
new industrial revolution has indeed 
affected construction and is here to 
stay. Its impact will be irreversible.

A key challenge to the industry – 
its clients, project managers and 
providers – is to pull together the most 

Focus
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Focus

effective elements of technology, and 
to harness them for their future mutual 
benefit.

How does that impact on a typical 
project today? Recent innovations 
such as the use of drone cameras 
to view and film difficult-to-access 
areas, or to monitor specific jobs, 
work well. The innovations of 3D 
printing and robotics are important: 
Chinese entrepreneurs have already 
experimented with the completion of 
quite sophisticated 3D-manufactured 
buildings, for example. The ‘Office of 
the Future’ in Dubai (pictured) has 
been proclaimed as the world's first 
3D-printed office building.

Architects and construction managers 
are using virtual reality (VR) and 
augmented reality (AR) systems to 
envision designs and projects. The 
models can be shared with clients and 
with construction project teams as 
they develop too.

Building information management 
(BIM) systems are now providing 
project managers, quantity surveyors 
and others with a far more agile grasp 
of the construction process. BIM can 
calculate and recalculate quantities 
almost instantly, so that changes can 

be estimated quickly, or sensitivity 
analyses carried out promptly. All of 
this aids speedy decision-making. 

BIM at its most comprehensive offers 
a significant advantage to owners 
and property asset managers by 
facilitating an asset’s regular and 
on-demand maintenance. Visualising 
on-screen the location of an aspect 
needing repair or replacement 
makes such tasks easier and, for the 
occupants, much less disruptive.

For the quantity surveyor, there is the 
impact too of digital measurement, 
where all forms of sizing and 
calculations can be worked out 
quickly. This frees up professionals 
so that they can adopt a more project 
management-orientated role, giving 
them more time to advise clients or, 
for example, concentrate on driving 
efficiency during the seismic change 
that is affecting the entire industry.

The concept of ‘machine learning’ 
is exciting, mainly because of the 
arrival of lower-cost computing via the 
major business software providers. 
Machine learning, whereby massive 
amounts of data can be processed 
quickly, delivers both qualitative 
and quantitative improvements for 

The concept of 
‘machine learning’ 
is exciting, mainly 
because of the arrival 
of lower-cost computing 
via the major business 
software providers. 

Source:
Government of Dubai
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Focus

construction professionals. It can 
enable better scheduling predictions, 
improved conflict detection and  
estimating.

All of that promises to free up time 
for professionals to address other 
issues which are commanding greater 
attention, such as sustainability and 
the environmental impact of any 
project.

The construction industry is rarely 
seen as one that embraces change 
too quickly. It is seen to be cautious, 
conservative, resistant to change. 
Yet digital technology has become a 
potentially disruptive force, and one 
which yields real benefits, especially 
in terms of reduced construction 
periods and other efficiency savings.

Digital technology offers new 
opportunities and potential threats to 
those involved at every stage of the 
construction process – from clients 
and investors to project managers, 
specialist trades and those involved in 
delivery to completion.

In an ever more cost-conscious 
environment, investment in technology 
– which can seem onerous – remains 
essential if organisations are to realise 
real savings through efficiencies. 
Governments are taking a keener 

interest in the potential of technology 
in construction, not least because 
of the major investments required 
in public buildings such as hospitals 
and schools, as well as massive 
infrastructure projects including roads, 
railways and airports.

The Middle East and Asia-Pacific 
regions are particularly exposed to 
its potential because of significant 
spending; for example in the Gulf 
states (transport and energy projects) 
and across Asia with the Chinese-led 
Belt & Road Initiative (BRI) which 
involves major transportation and 
shipping-related investment.

It is quite possible that, in order to 
realise digital gains, public sector 
clients will start to impose pro-
technology conditions when they 
tender contracts. A proactive client 
base could hasten the pace of its 
adoption.

Success will depend on greater 
collaboration and teamwork across 
the construction disciplines and also 
between clients and providers. Project 
managers and co-ordinators have a 
clear remit to ensure delivery. For the 
industry, that means casting aside 
a ‘silo’ approach, whereby different 
professions tended to ‘plough their 

own furrow’ before coming together at 
a later stage of a major project.

Today they can work together from 
the start. That first ‘fly through’ 
of an architect's drawings to the 
final measurements' check of a 
finished construction project are 
delivered digitally, as at every interim 
stage. Intricate projects – from the 
infrastructure around Dubai's Expo 
2020 to the latest stage of China's BRI 
– are being delivered more efficiently.

The digital challenge makes demands 
on the private sector in terms of 
corporate culture. Organisations 
are embracing the new challenge, 
and the rewards are great for those 
companies that are particularly 
‘fleet of foot’ in terms of investing in 
technology and re-training people to 
exploit it. That approach depends on 
making sure of a change of culture, 
both within the organisation and in the 
way an organisation communicates 
and works with its clients and partners.

Barriers remain. They can include a 
slowness to change at organisational 
level, both from the client and the 
professional side. Some may feel 
threatened or undermined by new 
technology, but none of us can 
impede its onward progress. The 
challenge – and opportunity – is to 
embrace technology and to harness it 
to ensure improvements come in the 
right way for all. 

The challenge – and 
opportunity – is to 
embrace technology 
and to harness it to 
ensure improvements 
come in the right way 
for all. 
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Cambridge
+44 1223 454 500

Cardiff
+44 29 2083 9180

Edinburgh
+44 131 313 7810 

Exeter
+44 1392 813 040

Glasgow
+44 141 342 2120

Haywards Heath
+44 845 287 8764

Leeds
+44 113 244 2069

London
+44 20 7061 9000

Manchester
+44 161 832 9497

Milton Keynes
+44 1908 59 2020

Newcastle
+44 191 223 6621

Norwich
+44 1603 666 433

Plymouth
+44 845 287 8475

Southampton
+44 23 8021 3500

Truro
+44 1872 306 038

UNITED STATES

Arizona (Phoenix) 
+1 602 513 3668

California (Los Angeles)
+1 213 793 5297 

California (San Francisco)
+1 562 221 8847

Florida (Miami)
+1 612 263 9793

Minnesota (Minneapolis)
+1 612 263 9793

Nevada (Reno)
+1 503 916 9915 

New Jersey (Princeton)
+1 609 759 7000 

New Mexico (Albuquerque)
+1 562 221 8847

New York (New York City)
+1 646 460 3791

Oregon (Portland) 
+1 503 567 5028

Utah (Salt Lake City)
+1 801 877 2699

Washington (Tacoma)
+1 253 267 0637


