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“Expect the unexpected”, advise experienced economic 
commentators when they are asked to predict the future. 
Recent events – from a new oil price slump to the impact 
of the coronavirus Covid-19 on global growth – bear out 
the wisdom of that advice.
In January, just as the first effects 
of Covid-19 were being felt in 
the Chinese city of Wuhan, the 
outlook for the global economy 
was already looking difficult. As 
the impact of the virus spread, first 
across most of China and then 
much of the world, two regular 
forecasts, from the World Bank 
and the International Monetary 
Fund (IMF), emerged with mixed 
views of how trade and economic 
growth might fare during 2020.

For much of 2019, economic 
forecasters were concerned about 
the impact of significant political 
events – the heightened trade 
tensions between the United 
States and China and the UK's 
‘Brexit’ from the European Union – 
on growth worldwide.

Another significant political trend 
has been the response to the oil 
price that began in early 2015 
which has forced major producers 
such as Saudi Arabia and the 
United Arab Emirates to re-think 
their dependency on carbon-
based energy and, in the process, 
change the way major spending is 
financed.

Every major economy faces 
significant challenges, whether 
economic or political. Their 
response to a ‘left-field’ crisis, such 
as that presented by a coronavirus 
outbreak, may be key to how 
they cope during the rest of the 
year. China was caught out at 
first, but it finally slowed the rate 
of infection through draconian 
measures including the effective 
quarantining of millions in Wuhan 
and elsewhere. 

We shall be examining the impact 
of all this on the Middle East 
during 2020. How will the countries 
in the Middle East and other major 
economies emerge from this 
crisis?

In a special report, we shall 
be looking at the challenges 
presented to the construction 
industry today. Every organisation  
– clients, consultants, project 
managers and designers – needs 
to embrace leading-edge thinking 
to ensure success. Projects are 
becoming increasingly complex, 
but the digital technology is there 
to help achieve the ambitious 
goals that accompany them. 

Global economy:
A viral challenge 
to the recovery in 
world growth
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Global economy

The much hoped-for global 
economic recovery faces a 
serious challenge in the form of 
the coronavirus Covid-19, whose 
initial impact in China emerged 
immediately after an IMF analysis 
had predicted a slight recovery 
in global growth to 3.3 per cent 
during 2020.

The inter-dependency of world 
trade was underlined by the speed 
by which the effects of the major 
outbreak in China started to affect 
manufacturing lines in the US, 
Europe and elsewhere. 

The impact of China's resultant 
slowdown was marked, mainly 
because the country has become 
a hugely influential player in terms 
of global trade and manufacturing 
supply chain activities. When China 
began to struggle, major trading 
partners including the US and Europe 
felt the impact quickly. 

Perhaps the first major indication that 
the worst may be over, in China at 
least, came when Foxconn – a major 
supplier to Apple – predicted that it 
would return to full manufacturing 
operations by the end of March. 
The company experienced its worst 
downturn in seven years as a result of 
the coronavirus during the last quarter.

One interesting result of the viral 
scare may be whether it drives 
the US or China to try and defuse 
the trade war rhetoric that began 
following President Trump's election 
in 2016. He will launch his re-election 
campaign soon and may seek a 
victory he can claim on the back of 
successful negotiations with Beijing. 
The negative impact experienced 
during the first quarter of 2020 may 
encourage China to seek an early 
settlement. Before the coronavirus 
broke, Apple was rumoured to be 
examining options to move more 
iPhone manufacturing into the US as 
a result of the trade tensions. 

A viral challenge to the 
recovery in world growth

The inter-dependency 
of world trade was 

underlined by the speed 
by which the effects of 
the major outbreak in 

China started to affect 
manufacturing lines in 

the US, Europe and 
elsewhere. 
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Global economy

Economic progress marches on. In 
Europe, Brexit formally took place, 
after two false starts, on 31 January, 
and trade talks continue between the 
UK and EU. In the US, the Trump 
administration hopes that positive 
employment growth will fuel re-
election in November.

In the Middle East, major oil 
producers are grappling with a falling 
oil price. After several quarters 
of relative stability, with oil prices 
slowly recovering to more than $60 a 
barrel, an unwelcome fall below $30 
resulted. Saudi Arabia seemed set on 
an aggressive price-cutting path after 
the refusal of rival producer Russia to 
cut production in response to falling 
prices.

The Financial Times reported that 
Russia wanted to use lower prices 
to take on the US shale producers, 
who are thought unlikely to be 
able to cope with reduced income 
per barrel. Saudi Arabia wanted to 
limit production in order to bolster 
prices, whereas Russia opted for the 
opposite approach. An aggressive 
Saudi strategy could hit many oil-
producing economies in the short 
term and would impact on the 
Kingdom's own economy if sustained 
over time.

Forecasters will be watching for 
further fall-out from such major 
economic events. If oil producers 
become locked into a price war, 
how quickly might tax revenues be 
impacted, with potential reductions 
in spending? Previously, such price 
shocks have led to postponements 
of major public spending projects 
including transport infrastructure.

The coronavirus will take its toll 
on productivity. Workers are being 
encouraged to ‘self-isolate’ in the 
event of infection. China and parts 
of Europe have both experienced 
effective shut-downs already.

Ahead of all this, the IMF had sought 
some solace in the greater clarity 
on Brexit brought about by the UK 
election victory for the Conservatives 
last December and hopes of a better 
trade environment between the US 
and China. The IMF noted that there 
were some positive signs that risks 

to the global economy were “less 
tilted to the downside” than during its 
previous forecast last October.

But even then, it reduced its forecast 
very slightly (by 0.1 per cent). The 
question now is by what degree the 
coronavirus outbreak might prove 
to be an enormous negative for 
economies worldwide. Alternatively, 
is it possible that the crisis might 
encourage greater international co-
operation, with deals being done in 
order to ameliorate its worst effects? 
Only time will tell.

If oil producers become 
locked into a price war, 

how quickly might tax 
revenues be impacted, 

with potential reductions 
in spending? 
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Gulf states are under pressure to 
respond to the twin threats offered by 
the oil price crisis and the impact of 
the coronavirus outbreak.

Opec producers, led by Saudi Arabia, 
increased production and cut prices 
after Russia refused to agree to an 
earlier plan to reduce production in 
an attempt to sustain the price of oil 
around $60/barrel.

The move, part of a short-term 
strategy to squeeze competitors in 
the US, is a high risk one, particularly 
because the world economy is in 
reverse. The spread of the coronavirus 
Covid-19 threatens global growth. 
Its genesis in China may hit Gulf oil 
producers particularly hard, because 
East Asia is a major customer.

In January, the World Bank was 
predicting growth of 2.4 per cent 
for the Middle East overall, with a 
better figure expected for the Gulf 
economies. However, the China crisis 
had an early impact.

The Atlantic Council think-tank has 
pointed out that relations between 
China and the Gulf states have 
become particularly close in recent 
years. Saudi Arabia, Qatar and the 
United Arab Emirates (UAE) were 
quick to express solidarity with China 
at an early stage of the outbreak, 
sending medical supplies and other 
aid. China is a major exporter to the 
Gulf, and increasingly also a key 
investor in myriad infrastructure and 
renewables projects.

Gulf recovery may be 
curtailed in the short term 
by new oil price shock

Regional economy

Source: opec.org
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"As a natural consequence of 
energy exports from the Gulf, trade 
is balanced heavily in (its) favour," 
commented a recent Atlantic Council 
report. "The UAE, with its re-exports 
out of Jebel Ali, is an exception, 
consistently buying more from China 
than it sells. (It’s worth noting that 
Bahrain does too, though the volume 
of bilateral trade is negligible). In 
good times this is very good indeed, 
with substantial revenue coming into 
Gulf state coffers."

The downside is that even a short- 
term crisis can hurt. "To a degree, 
this is true of every state," added 
the think-tank. "However, Gulf states 
are especially reliant on energy to 
drive their economies, with 85 to 90 
per cent of federal budget revenues 
coming from energy exports. This 
is compounded by the fact that 67 
per cent of Gulf energy exports are 
sold to East Asia, meaning other 
non-Chinese trade partners are also 
suffering and cannot pick up the 
slack." 

It may be too soon to work out 
the true likely impact of the twin 
crises – oil price shock and 
the Covid-19 pandemic. Much 
will depend on the economic 
interventions being contemplated 
in response. In January, the World 
Bank was predicting growth in the 
key economies would be fuelled 
by major government spending on 
infrastructure and energy projects. 

That could be undermined by a 
prolonged period of reduced oil 
prices. The economic impact of 
the coronavirus may be difficult to 
predict, but governments everywhere 
were shocked by the speed with 
which it spread in Iran and Europe 
during February and March, and 
they have been adapting their own 
responses accordingly. However 
quickly Covid-19 passes through 
an economy, it will be expensive in 
terms of healthcare costs and lost 
productivity.

UK-based Capital Economics 
predicted in March that oil prices 
could recover later this year, but 
that last year's prices would not be 
matched, with a consequent $40 

billion reduction in the Gulf's annual 
oil export revenue. Capital pointed 
out that the major economies – Saudi 
Arabia, Kuwait and the UAE – could 
cope with that, but that the casualty 
will be economic growth.

Numerous sports and business 
events have been postponed or 
cancelled across the Gulf, and all 
eyes are on Dubai, where the 2020 
Expo is scheduled for October. 
Authorities there say they continue to 
monitor the situation, but the hope is 
that it will go ahead as planned.

Saudi Arabia's Vision 2030 – 
an ambitious programme that 
promises to transform the economy 
– continues to attract scrutiny. 
The research organisation MEED 
Projects recently examined the 
major challenges facing the Kingdom 
as it seeks to implement various 
transportation projects worth a total 
of $82.3 billion.

The Kingdom's population is 
predicted to rise from 34 million to 
41 million within 15 years, and much 
of the transportation expenditure is 
aimed to respond to that massive 
growth. Key projects include the $14 
billion high-speed rail link between 
Riyadh and Dammam. Others include 
the $9 billion Dammam Metro, $8 
billion extension to the Jeddah Metro 
and other rail investments.

UK-based Solar Water has won a 
major contract to build the world's 
first ‘solar dome’ water desalination 
plant at the Saudi giga-project Neom. 
Solar's technology uses ‘reverse 
osmosis’ to create fresh water. 
Neom authorities say the technique 
is a perfect fit for Saudi renewables 
strategy and will take advantage of 
the new city's massive sea-water 
resources.

The final phase of Etihad Rail's 
second phase has been awarded 
to an Indian-Chinese consortium. 
The contract includes the design 
and building of freight facilities for 
the federal rail network at a cost of 
$509 million. The second stage will 
link Fujairah and Khorfakkan on the 
UAE's east coast to Ghuweifat, on 
the Saudi border.

Governments will be keen to project a 
positive outlook, despite recent short- 
term crises. Growth is likely to be 
deterred worldwide, but the longer-
term strategies of the major players in 
the Gulf need to be maintained if they 
are to realise their ambitions to have 
broader, more diverse economies 
over the next decade.

States like the UAE, Saudi Arabia 
and others envisage a future where 
tourism and travel make a greater 
contribution to national income. 
They plan to conserve oil and gas 
supplies for the long term, while 
at the same time weakening their 
own dependence on carbon fuels 
for domestic energy. That means 
big investment in solar and other 
renewables. 

Fast-growing populations need 
new facilities especially in housing, 
education and health. They also need 
jobs. Economies that are accustomed 
to high growth and standards of living 
need to find ways to maintain that 
standard for a younger and expectant 
population.

The economic impact of 
the coronavirus may be 

difficult to predict, but 
governments everywhere 

were shocked by the 
speed with which it 
spread in Iran and 

Europe during February 
and March, and they 
have been adapting 
their own responses 

accordingly.

Regional economy
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Commodities

Price analysis
Commodities Unit Q2-2019 Q3-2019 Q4-2019 Q1-2020

Non-ferrous metals

Aluminium alloy US$/tonne  1,311.89  1,213.10  1,283.88  1,377.78 

Aluminium US$/tonne  1,934.53  1,890.15  1,850.10  1,877.35 

Copper US$/tonne  6,178.47  5,881.58  5,964.97  5,967.64 

Lead US$/tonne  1,918.61  2,050.16  2,052.66  1,914.25 

Nickel US$/tonne  12,717.48  15,752.71  15,489.72  13,630.05 

Tin US$/tonne  19,578.71  17,034.72  16,627.67  16,721.27 

Zinc US$/tonne  2,552.08  2,323.24  2,338.70  2,240.33 

Steel 

Reinforcing bars US$/tonne  524.17  503.33  465.00  517.50 

Steel beams - channel US$/tonne  636.67  603.33  570.00  592.50 

Hot rolled plates US$/tonne  580.00  540.00  513.33  532.50 

Cold rolled coils US$/tonne  605.00  571.67  551.67  580.00 

Prepainted galvanised steel, 0.35 US$/tonne  766.67  758.33  746.67  805.00 

Stainless steel HR coils 304 base US$/tonne  1,983.33  2,016.67  2,050.00  1,950.00 

Energy

Crude oil US$/barrel  67.89  62.23  63.11  60.29 

Diesel (Dubai only) AED/gallon  9.56  9.02  9.05  9.05 

Cement

Cement US$/bag  3.89  3.92  3.65  3.49 

Cement (Dubai suppliers) AED/bag  14.39  14.50  13.50  12.92 

Rubber

Rubber US$/100kg  186.45  162.80  152.32  158.98 

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.
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Focus

Construction 
clients need 
added-value 
thinking to 
ensure success
It is the start of your working week. Your team gathers together early, and 
discusses the task ahead. What do you want to achieve, collectively? 
What does your client expect? Where are the pressure points? Are there 
things that can be done better? How can we add demonstrable added 
value to our client?

If you are not making this sort of start 
to the week – with a huddle of sorts, 
real or virtual – then perhaps you 
should be. You may even follow it up 
at the end of the week, with a review 
of what went right or wrong, and how 
things might turn out during the week 
ahead.

Consultancy delivery is becoming 
increasingly sophisticated. In 
construction, clients worldwide are 
always expecting more from their 
project teams. At each stage of a 
modern-day project, the successful 
client and project team are working 
more closely, and from a much earlier 
stage in the development process. 
Clients want to see a demonstrable 
understanding of risk throughout 
the development’s lifecycle, and a 
realistic and professional allocation 

of that risk at the planning stage. 
They also want to know that their 
advisors – consultants, specialists 
and managers – are up to speed with 
modern-day tools, from management 
software to market awareness and 
how they are actually adding value 
beyond cost, time and quality.

Project managers, therefore, 
nowadays head up multidisciplinary 
teams that will include technology 
solutions and finance advisors as well 
as engineers, designers, architects, 
cost consultants, construction 
managers and the rest. Complex 
projects require integrated thinking 
like never before. Fortunately the 
tools to facilitate that thinking are 
available too; particularly in the 
context of what the client is actually 
trying to achieve as a business.

Conventional technical 
and engineering skills 

remain essential to 
successful construction. 

But there is an 
increasing expectation 

that project teams 
display advanced ‘softer 

skills’ too. Technical 
managers must be able 

to understand client 
needs, and to anticipate 

them too. 
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Focus

Corporate structures 
are leaner and flatter. 
Some responsibilities 

will remain firmly in-
house with others 

outsourced. Those that 
are outsourced must 
work seamlessly with 

the in-house disciplines, 
so that there is little 

or no difference in 
communications 

between the two.

Conventional technical and 
engineering skills remain essential to 
successful construction, obviously. 
But there is an increasing expectation 
that project teams display advanced 
‘softer skills’ too. Technical managers 
must be able to understand client 
needs, and to anticipate them too. 

We are entering a period where 
key decisions are coming under the 
influence of millennials rather than 
‘baby boomers’, who have begun 
to enter retirement age. This new 
generation of decision-makers – born 
between the years of 1981 and 1996 
– has a different approach to the way 
they access services, and that, in 
turn, can have a significant impact 
on service specification and the way 
buildings and assets are expected to 
work and operate.

A prime example is health provision. 
Younger adults expect healthcare 
to be provided promptly and much 
closer to the point of need. They 
want clinicians, specialists and 
pharmacists to be accessible by 
mobile technology and email. The 
emphasis is more on speed of 
service than ever before. Patients are 
less inclined to want to stay overnight 
in hospital, and want to be treated 
much more ‘on the move’.

This can have implications for 
hospital and medical services' 
building planning. While there will 
always be a need for hospital beds, 
it is more likely that those beds will 
belong to much more specialised 
areas of treatment, such as cardiac 
care or post-operative care, particularly 
for serious illnesses such as cancer.

An example is in kidney dialysis. In 
many countries, dialysis is provided 
during lengthy sessions as a hospital 
outpatient, or in specialist care 
centres. Technology and consumer 
trends are changing so that home 
dialysis is seen as a much more 
practical, and in many cases more 
cost-effective, means of delivery.

One obvious implication of this kind 
of change in healthcare demand 
would be on future space provision in 
hospital buildings, reflecting the type 
of acute care to be provided within 
them. Rather than having a ward 

full of patients, might a renal unit be 
the base for a team of specialists 
providing remote care, using mobile 
and internet technologies?

While there may remain a need 
for overnight or at least outpatient 
facilities for a certain number of 
kidney patients, the switch to home 
treatment for so many of them would 
mean that the physical role of the 
hospital would change, permanently.  
So the sort of facilities planned for 
a hospital building today will have 
changed in five or ten years' time. 
The primary healthcare facility, 
therefore, needs to be of a flexible 
enough design to change one or 
more times during the building's 
lifetime, at minimal additional expense.

This will certainly have implications 
for design, the materials to be used 
and the way they are sourced, 
supplied and costed. Clear lessons 
from the manufacturing and retail 
banking sectors must be utilised.

An easy way to describe the sort of 
issues faced by clients and builders 
today is by asking what effectively 
keeps them awake at night. What 
are clients worried about? Where are 
their perceived risks and how might 
those risks be mitigated, shared or 
tackled? How can the assembled 
brains within the planning and 
delivery teams actually help address 
these challenges? How can we solve 
their real problems?

Corporate structures are leaner 
and flatter. Some responsibilities 
will remain firmly in-house with 
others outsourced. Those that are 
outsourced must work seamlessly 
with the in-house disciplines, so 
that there is little or no difference in 
communications between the two.

So where a core strategy – let us 
say the provision of a new major 
hospital – has been defined, the 
various disciplines must work around 
a strategy that will deliver flawlessly. 
The rise of portfolio and programme 
management offices reflect the 
fact that clients are thinking more 
strategically about their asset base 
and how they can use and develop it 
efficiently. Construction professionals 
have to ensure their approach 
reflects that need.
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Focus

Built assets today are more than the 
sum of their parts. Their development 
is often part of a broader asset 
strategy, or a means of building value 
in the business. The technology 
available to modern buildings is 
increasingly sophisticated, whether 
that means the construction method 
or materials, or the lighting, security, 
heating, drainage and other services 
integral to completion and operation.

Consultants must be able to 
advise on all of these, as well as 
to cater for the latest thinking and 
future regulations regarding the 
environment and sustainability. This 
is not just a question of material 
used, and how they were made. 
It is also about the systems that 
will sustain the building during its 
25-year, or longer, lifetime – water 
and energy use, for example. The 
impact we make on the environment 
must be minimised. Apart from the 
environment, such systems have a 
significant impact on the ongoing 
running costs of the building.

The identification and assessment of 
risk is something best done across 
inter-disciplinary teams, so that every 
eventuality can be taken into account, 
as well as a more efficient, effective 
solution being provided.

Construction markets are changing: 
from China and the UAE, where 
experiments with 3D printing of 
basic villas, apartments and office 
blocks have proved fruitful, to the 
broader Gulf, where the public 
sector is still engaged in large-scale 
master infrastructure and public 
service projects. Clients need to 
know that the industry is keeping up 
with demand, and anticipating new 
approaches to project management 
and financing.

Clients are also having to look at 
new forms of funding. In the Gulf, 
funding in the past meant a budget 
allocation from an oil-rich treasury.  
Now, public-private finance laws 
have been enacted across the Gulf 
states, and governments are moving 

at various levels of pace towards new 
partnerships. They are being driven 
by the new realism enforced by lower 
oil prices, and also by the various 
states' new enthusiasm for renewable 
energy.

The faster growing economies 
of East Asia and the Gulf are 
adopting renewable technologies 
quickly. China and Saudi Arabia 
are two nations making significant 
investments in solar and nuclear 
power. 

All of these trends – construction 
methods, design, materials, the 
environment, energy use – create a 
market that promotes and enhances 
the importance of good ideas. And 
those ideas need to be delivered 
by teams who work more closely 
with each other and their clients 
than ever before in pursuit of adding 
demonstrable added value.
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