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Welcome to Insight #34
covering the Gulf and Middle East.
Pandemic, war, economic ups and downs. The job of forecasting future 
growth has become near-impossible in recent quarters, as the world 
has been forced to cope with a rare combination of events that have 
disrupted conventional wisdom and turned growth assumptions on their 
head.

At the start of 2022, global forecasters were predicting a year of calm, 
steady growth as the major economies continued to recover from the 
impact of the Covid-19 pandemic and its after-effects, including the 
disruption of supply chains and export markets around the world.

For the economies of the Gulf Co-operation Council (GCC) countries, 
there was the added bonus of a long-awaited recovery in the price of oil. 
Not only had oil recovered and passed the all-important level of $60 per 
barrel, but it had spurted further past $100. 

The positive impact on tax income for the major producers of the Gulf 
was clear – and six months later that is still the case. But the whole 
experience – from rock bottom prices to the soaring income of recent 
months – serves to underline the volatility of the energy sector and also 
the determination of many producing countries to diversify away from a 
dependence on oil and gas.

The major issue too is the cause of the latest boost in oil prices, and 
that is the Russian invasion of Ukraine. The conflict there has brought 
damage to the Russian economy, as a result of punitive sanctions. But it 
has also hindered food production in Russia and Ukraine, both of whom 
are vital suppliers of wheat and other key foods to the international 
market, something that could have a widespread impact during next 
winter.

Here we take our regular look at the issues affecting both the global 
economy and their impact in the Middle East.

In a special Focus article, we also look at the changing face of facilities 
management in Saudi Arabia and its role within the construction sector 
of today.

Regional economy:
Policymakers 
urged to keep their 
eye on recovery

http://www.curriebrown.com
mailto:enquiries%40curriebrown.com?subject=
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Global economy

Global economy 
battered by a 
‘perfect storm’ of 
pandemic and war

The headlines have been 
dominated by war in Ukraine, 
and there is no doubt that the 
conflict there will have a negative 
effect on world growth this year, 
not least because of the severe 
effect on the economies of both 
Russia and Ukraine.
In ‘normal’ circumstances, a soaring oil price 
would be seen as good for any major oil 
producer, and certainly for most it means 
increased tax revenues. In the case of the 
Middle East, exchequers will be replenished 
after several years of reduced income from oil 
and gas.
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Global economy

But in this case, the massive 
fluctuations in energy prices over 
recent months have coincided with 
other negative trends. The pandemic 
has disrupted supply chains, with the 
impact felt in major industries such as 
electronics, auto manufacturing and 
mobile communications.

Conflict also hurts food production 
supply chains. Inflation has crept 
towards 10 per cent in several key 
markets, threatening economic 
stability and any chance of a smooth 
return to post-Covid normality.

As sanctions continue to be imposed 
on Russia, a major supplier of oil 
and gas particularly to Europe, 
its customers are moving to find 
alternative supplies. That may come 
from exporters like Saudi Arabia 
agreeing to increase production, or 
Qatar loading more gas container 
vessels. However, it also risks a 
drop in consumption as economies 
contract under the weight of 
economic breakdown and the 
impacts of inflation.

As a result, both the Word Bank and 
International Monetary Fund (IMF) 
have revised their growth predictions 
for 2022 and next year downwards. 
For example, the IMF says now that 
average global growth will be 3.6 per 

cent in both years, down almost one 
per cent on an earlier forecast, and 
a significant reduction on the 6.1 per 
cent achieved in 2021.

The IMF has referred to “unusually 
high uncertainty”, with downside risks 
to the fore, “including from a possible 
worsening of the war, escalation of 
sanctions on Russia, a sharper-than-
anticipated deceleration in China as a 
strict zero-Covid strategy is tested by 
Omicron, and a renewed flare-up of 
the pandemic should a more virulent 
virus strain emerge”.

Forecasters have even postulated 
that the Ukraine crisis “has increased 
the probability of wider social 
tensions because of higher food and 
energy prices”.

IMF research director, Pierre-Olivier 
Gourinchas, pointed out that all 
these elements – pandemic, war, 
inflation, economic disruption – bring 
uncertainty at all levels and in the 
short, medium and longer term. For 
example, where governments ran 
up enormous borrowing to provide a 
Covid-19 ‘safety net’ for millions, the 
prospects of paying off debt diminish 
with inflation. Economies can 
stagnate as policymakers struggle 
to balance the books and meet the 
rising cost of economic uncertainty. 

The confident calculations of 2021 
have become nervous workings in 
the margins during 2022.

There is no region that will escape 
the impact of all this during 2022-23. 
But according to the IMF, greatest 
progress will be made by those 
economies which co-operate across 
borders to help each other cope with 
Covid – by making vaccines and 
testing materials available to all – and 
also in helping to restructure debt for 
those countries who cannot cope with 
new financial realities.

The IMF and others argue that this 
year’s “perfect storm” underlines the 
need to accelerate decarbonisation of 
industry and energy, and to embrace 
new training and work practices for 
workforces who need more skills 
and greater flexibility if they are to 
contribute to future recovery and 
success.

The situation brings sharp focus 
towards the major economies of the 
Middle East, many of whom have 
been diversifying away from their 
massive dependence on oil and gas, 
and towards greater income from 
tourism, leisure and entertainment. 
That drive involves huge investment 
in infrastructure, housing, social 
services and transport.

This year’s “perfect 
storm” underlines the 

need to accelerate 
decarbonisation of 

industry and energy, and 
to embrace new training 

and work practices
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Regional economy

Policymakers in the major economies 
of the Middle East are being urged 
to keep their eye on the prize of 
full economic recovery, despite 
the ravages of Covid-19 and the 
disruption caused by the Russian 
invasion of Ukraine and its fall-out.

The richer nations of the region have 
been best equipped to cope with the 
effects of the pandemic, especially 
given the success of their vaccination 
programmes and a relatively quick 
return to normal activity. 

The oil and gas-producing economies 
of the Gulf Co-operative Council 
(GCC) countries are benefiting from 
the massive growth in prices which 
began during late 2021. Where 
prices had dipped as low as $30 a 
barrel not long before, they climbed 
back steadily during last year, before 
surpassing $100 and going even 
higher at the start of the conflict in 
Ukraine last February.

That resulted partly from various 
sanctions on Russian oil, but it also 
reflected the volatility in markets. 

While a soaring oil price does much to 
replenish tax income to oil exporting 
economies, it also pushes up the 
cost of manufactured goods and 
imports. When that comes on top 
of the disruption resulting from the 
pandemic, it means higher prices 
which affect all nations, rich and poor.

War has brought added concern about 
its impact on future food prices, not 
least because Russia and Ukraine are 
major global suppliers of raw materials 
and especially staples such as wheat. 
Various global bodies have warned 
of widespread shortages, especially 
affecting poorer countries in North 
Africa and the Middle East, during the 
year ahead. That raises issues about 
increased civil unrest and migration 
as people seek to escape food 
shortages.

Having said all that, the IMF has 
upgraded its growth forecast for the 
region slightly to an average five per 
cent during 2022. This is primarily 
because of the significant increases 
in oil production (and prices) and their 

positive impact across the Gulf region.

The various oil producers, led by 
Saudi Arabia, remain on a policy 
trajectory aimed at moving away 
from dependency on oil and gas. The 
need to diversify the Gulf economies 
towards renewable energy, financial 
services and tourism remains strong, 
despite the short-term windfalls from oil.

The IMF wants policymakers to take 
steps to control inflation. It notes that 
“this difficult environment and the 
uncertainties ahead have created 
extraordinarily complex policy trade-
offs”, but that all countries should 
take steps to allow exchange rates 
to adjust. “Oil exporters have the 
opportunity to rebuild buffers,” 
forecasters note. They want richer 
countries to assist less well-off 
neighbours to cope with potential food 
crises, just as they call for cross-
border co-operation on the rollout of 
Covid vaccines. They argue that co-
operation helps both sides to survive 
the worst extremes of crisis, reducing 
risk all round.

Policymakers 
urged to keep 
their eye on 
recovery
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As the IMF issued policy reminders, 
the World Bank surveyed the 
prospects of several Gulf nations. 
It predicts current-year growth of 
3.5 per cent for Bahrain, helped by 
energy price surges but also by a 
steady recovery from Covid-related 
restrictions and increased activity in 
agriculture and fishing.

Kuwait’s fiscal deficit will narrow as 
a result of heightened oil prices, and 
growth is due to reach 5.7 per cent 
by the end of 2022, according to the 
World Bank. Kuwait is being helped 
by new capacity at the massive Al 
Zour refinery coming online, further 
boosting oil production.

Oil and gas growth is also helping 
Oman to recovery, with growth 
expected to pass five per cent this year, 
as well as increased production in the 
key Ghazeer and Khazzan gas fields.

This is an important year for Qatar. 
As host nation for the FIFA World Cup 
finals, its profile will become global 
at least for that period. As the world’s 
biggest producer of liquefied natural 
gas (LNG) Qatar has become a key 
supplier to new customers as its gas 
replaces much of what is produced by 
Russia, currently under sanction.

Qatar GDP is predicted to rise by 4.9 
per cent during 2022, helped by a 10 
per cent jump in hydrocarbon exports.

The United Arab Emirates (UAE) 
made a strong recovery during 2021, 
helped by its high vaccination rates 
and quick return to economic activity. 
Oil production rises have helped, but 
so has a recovery in tourism since 
lockdown rules were relaxed. 

The UAE and Saudi Arabia are 
recovering ground in the non-oil 
sectors. Both countries continue their 
efforts to diversify their economies, 
with massive infrastructure and 
transport projects underway.

Neom, the $500 billion model Saudi 
Arabian city on the Red Sea, has 
begun the tendering process for 
signalling and rolling-stock for the 
high-speed rail link connecting a 
planned urban region known as 'The 
Line’, which will be home to one 
million people when complete. Neom 
will be based on The Line and five 
other planned areas.

Crown Prince Mohammed bin 
Salman launched Saudi Arabia’s 
National Development Fund (NDF)’s 
strategic plan to help the kingdom 
deliver its Vision 2030 diversification 
targets during the current decade. 
Its new aim will be to stimulate a 
threefold increase in private sector 
development impact on the Saudi 
economy. Another target will be to 
contribute to a massive increase in 
non-oil activity over the same period.

Meanwhile, in a sign of much-
improved relations, Saudi Arabia and 
Qatar have relaunched proposals 
for a $250 billion rail link connecting 
Riyadh and Doha. Officials are 
discussing the possibility of 
constructing a’“maglev’ connection, 
which might reduce the 550km 
journey to just 75 minutes. Talks re-
opened five years after a diplomatic 
fall-out between the two neighbours 
which halted earlier discussions 
about rail investment.

Renewable energy continues to 
dominate project planning in the 
Gulf states. The UAE aims to 
achieve $100 billion in hydrogen 
exports by 2050, and its energy and 
infrastructure ministry is expected to 
commission a national green hydrogen 
strategy study to help that ambition.

Meanwhile, Saud Arabia has 
shortlisted bidders for two massive 
solar projects that will produce a total 
1GW of power. The 700MW Al-Rass 
and 300MW Saad contracts have 
gone to consortia including Chinese 
contractor partners. A further two 
projects are under consideration this 
year.

Oman is planning a $1.4 billion 
waste-to-hydrogen project in a 
venture with US-based H2 Industries, 
developing a coastal site in 
conjunction with a solar plant.

Meanwhile, UAE company M Glory 
has broken ground on a $410 million 
electric vehicle plant at Dubai, with 
the aim of producing 55,000 cars 
each year.

The race towards carbon-neutrality 
is taking hold within a region that 
remains synonymous with the global 
oil and gas industry. Its pace will 
continue to build.

Regional economy

The oil and gas-
producing economies 
of the GCC countries 

are benefiting from 
the massive growth 

in prices which began 
during late 2021

OPEC monthly 
basket price 

(US$)

Jul-21

Aug-21

Sep-21

Oct-21

Nov-21

Dec-21

Jan-22

Feb-22

Mar-22

Apr-22

May-22

Jun-22

73.53

70.33

73.88

82.11

80.37

74.38 

85.24

93.95

113.48

105.64

113.87

117.7

Source: opec.org
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Price analysis
Commodities Unit Q3-2021 Q4-2021 Q1-2022 Q2-2022

Non-ferrous metals

Aluminium alloy US$/tonne  2,309.78  2,512.88  2,605.36  2,592.89 

Aluminium US$/tonne  2,577.26  2,663.93  2,980.03  3,126.40 

Copper US$/tonne  9,316.31  9,481.23  9,705.15  10,115.49 

Lead US$/tonne  2,258.66  2,242.61  2,239.98  2,348.04 

Nickel US$/tonne  19,106.00  19,753.18  25,101.66  33,083.21 

Tin US$/tonne  33,245.77  37,385.71  42,762.34  42,505.97 

Zinc US$/tonne  2,940.86  3,091.39  3,264.22  3,639.71 

Steel 

Reinforcing bars US$/tonne  741.67  623.33  730.00  850.00 

Steel beams - channel US$/tonne  1,128.33  1,166.67  1,100.00  1,390.00 

Hot rolled plates US$/tonne  1,043.33  973.33  931.67  1,045.00 

Cold rolled coils US$/tonne  1,115.00  1,073.33  991.67  1,090.00 

Prepainted galvanised steel, 0.35 US$/tonne  1,433.33  1,401.67  1,343.33  1,430.00 

Stainless steel HR coils 304 base US$/tonne  3,000.00  3,125.00  2,950.00 N/A

Energy

Crude oil US$/barrel  72.58  78.95  97.56  105.64 

Diesel (Dubai only) AED/gallon  9.15  10.21  10.89  15.22 

Cement

Cement US$/bag  3.38  3.50  3.62  3.83 

Cement (Dubai suppliers) AED/bag  12.50  12.94  13.39  14.17 

Rubber

Rubber US$/100kg  182.10  191.06  211.54  231.14 

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

The facilities management sector 
in Saudi Arabia is growing and 
modernising as public and private 
sector entities have a renewed focus 
on the importance of their physical 
assets, the value they play in the 
delivery of core business activity and 
business continuity across the majority 
of sectors and industries. 

The same trend can be seen across 
the Gulf Co-operation Council (GCC) 
states, but in Saudi the growth of 
the previously quite underdeveloped 
operations and maintenance (O&M) or 
facilities management (FM) market is 
pronounced.

Contracts are increasingly subject 
to the introduction of higher quality 
standards, with maintenance activities 
and expectations more likely to be set 
out in advance, and subject to both 
negotiation and stricter risk evaluation 
than in the past.

Current and recent examples in KSA 
include the water and waste-water 
contracts in the Jeddah 2 and 3 
industrial cities, as well as the focus 
on FM through the development 
of the healthcare sector, and PPP 
procurements in the education market. 

A strong modern approach to FM 
procurement and contract awards 
can help minimise and hopefully 
avoid some of the pitfalls of historic  
approaches to the operation of assets 
in the Kingdom, where ‘build and 
forget’ or ‘run till failure’ outlooks were 
not uncommon in both the public and 
private sectors.

From an asset management 
perspective, it makes more sense 
to avoid failures, rather than fixing 
them after the event. Failures lead to 
business interruption, loss of amenity 
and even damage to reputation. 
Planned preventative maintenance 

(PPM) and predictive failure 
approaches to building systems can 
positively add value, especially if it is 
introduced at the very start of project 
planning, pre-contract and embedded 
into the operational environment 
and solutions. There is a range of 
information technology and smart data 
systems in the market that support 
such approaches, but this needs to be 
led by an outlook and management 
approach to drive value from assets 
and avoid downtime and failures.

Another key element is to plan for 
the capital replacement of assets, 
allowing project owners – clients and 
operators – to protect the lifecycle 
of whatever is being built and run. 
This aspect of the management of 
assets can maintain the viability and 
ongoing performance of assets, as 
well as creating a rolling plan of failure 
avoidance and replacement. 

New focus 
on facilities 
management 
in Saudi Arabia
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Without such an approach, operators 
risk experiencing ‘spikes’ in client 
budgets as unplanned expenditure 
emerges to disrupt budget plans. 
Proper planning makes good business 
sense to all involved – companies, 
municipal government departments 
and ministries, in the case of the KSA.

So, a carefully honed approach 
to asset management through the 
lifetime of a building or operational 
structure can reap significant 
dividends all round. 

First of all, a positive asset approach 
can be designed to support corporate 
strategy, fitting in with its broader aims 
and objectives.

That approach can be harnessed 
across a sector, or a range of 
ministerial or corporate objectives, 
to ensure that a common strategy 
be adopted to all similar projects. 
Systems can be created to look at 
the asset base, the age of assets 
and to consider which should be kept 
or discarded. It is possible to derive 
increased value from assets, rather 
than to ‘fix only when broken’, thereby 
avoiding unplanned repair costs, or 
having to replace elements of an asset 
that are possibly out of date.

Technological development can have 
an impact too, as does a new cultural 
approach to quality standards. For 
example, the Ministry of Municipal and 
Rural Affairs (MMRA) is implementing 
a performance management 
framework across 285 municipalities 
in 17 Saudi cities, with plans to track 
satisfaction levels and drive service 
improvements to their citizens.

There is an opportunity too for 
the introduction of more standard 
approaches to key elements of the 
FM market – including preparation 
of documents, pre-qualification 
standards and guidelines, and 
achieving a common approach to the 
O&M delivery market. All of this offers 
efficiencies and cost savings. It also 
eases access to providers and the 
opportunity to identify potential areas 
of operation. 

One example where this is emerging 
is with the use of the Contractor 
Classification Law used by the same 
Saudi ministry, classifying standards 
across a variety of domains including 

O&M of water and sewage facilities, 
building maintenance, medical centre 
maintenance, O&M of mechanical, 
electrical, landscaping, road 
maintenance and others.

A further example is The National 
Program of Project Management, 
Operation and Maintenance, led 
by Mashroat (a quasi-government 
agency). This sets out the approach 
to FM and standards to be adopted, 
leveraging on international best 
practice and experience. Currie & 
Brown was involved in 2018 and 2019, 
working with KPMG and the Ministry 
of Finance in Riyadh to carry out 
market studies, audits and analysis that 
supported FM strategies which informed 
the Ministry and Mashroat activity.

From an owner perspective, there 
are opportunities to develop more 
strategic approaches, for example 
the consideration of both outsourcing 
and insourcing options. The key here 
is to understand the client business, 
identifying ‘needs’ rather than ‘wants’ 
and seeking real added benefits 
rather than simply providing the same 
service as before. 

For example, in the catering sector, 
technological change and site-specific 
requirements can drive solutions. So, 
a catering strategy for a large hospital 
can be determined by assessing 
properly its real needs, and then the 
best methods of preparing, receiving, 
storing, heating and delivering meals 
on a day-to-day basis. By integrating 
that information into a business plan 
that focuses on driving benefits and 
fitting the client’s needs, the provider 
can better ensure satisfaction.

To support that approach, contact has 
to be maintained between contractor 
and client. Previously, helpdesks – for 
logging, recording and management 
of failures, for example – have been 
lacking, or even non-existent. Where 
they do exist, it is vital that they do not 
entail overly intensive processes and 
that the handling of data is managed 
correctly. That data can be vital in 
terms of response handling and 
successful forward planning.

A key element is benchmarking. If an 
operator can introduce best-in-class 
standards and maintain them, it helps 
to improve performance.

At the heart of this approach is a firm 
commitment to skills and training. The 
more knowledgeable a workforce, 
the less likelihood of multiple call-
outs or repeated needs for repairs. 
If a proper approach to O&M/FM is 
adopted at the procurement stage, it 
can bring huge benefits in terms of 
establishing the people, offices, stocks 
and systems needed for a particular 
project.  

In tandem with that is the need for 
proper technology. Old IT systems and 
paper files do not promote efficiency 
or the best use of assets. Today’s 
computer-aided facilities management 
(CAFM) systems can be integrated 
with modern asset and helpdesk 
functions to great effect. 

All of this means that standards are 
raised and lessons learnt, to the 
benefit of future projects. Regular 
audits and reviews should not be 
feared; they should be welcomed 
as a means to achieving continuous 
improvement. That approach can be 
incentivised, not least through proper 
and effective training.

The prizes are there for clients and 
service providers as Saudi Arabia and 
other GCC economies commit to long-
term economic change.

A strong modern 
approach to FM 

procurement and 
contract awards can 

help minimise and 
hopefully avoid some 

of the pitfalls of historic  
approaches to the 

operation of assets in 
the Kingdom
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