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IN BRIEF

LONG-TERM OUTLOOK

• In the long run, the hydrocarbon sector will remain vital, 
but the UAE’s trading hub status and strong export-
oriented sector should benefit the economy as oil 
prices and global trade pick up. 

• Growth in goods exports in the 2016-30 period will 
continue to be driven by the petroleum sector, with 
related industries also playing key roles. 

• The services sector will gain in importance over the 
forecast period, with tourism and transport contributing 
most to growth. 

The UAE is set to outperform other Middle East oil-producing economies in the short term, due to 
its relative economic diversity. Weakness in the GCC may hamper short-term regional trade, but 
the UAE’s hub status means a pick-up in world trade and a gradual rise in oil prices will provide 
trade growth opportunities in the medium and longer term.  

ECONOMIC OUTLOOK 
Economic growth in the UAE has slowed this year, hit by 
the collapse in the global oil price and related slowdown 
in government spending, with pressures on key markets 
such as the property sector. But we expect recession to 
be avoided, with GDP growth seen at 2.1% both this year 
and next. The pace of growth should pick up gradually in the 
following years as the world economy  and  oil prices begin 
to recover, enabling higher government spending, boosting 
confidence and encouraging stronger private sector activity.

The outlook for the oil economy is mixed. Though rising 
energy demand from emerging markets could drive growth, 
oil output is already close to full capacity and plans to expand 
it in the medium term could be delayed if fiscal consolidation 
measures lead to slower project spending. The Vision 2021 
National Agenda looks to reduce the contribution of the oil 
sector to GDP to 20% by 2021, but any rise in non-oil GDP 
would likely be funded at least partially by oil revenues. 

Vision 2021 also sets out plans for the non-oil economy, to 
diversify further into knowledge-based activities, which will 
help to drive investment in innovation and high value-added 
sectors. The plan aims to improve the regulatory framework, 
and some movement towards this is expected with the 
implementation of the long-awaited bankruptcy law by next 
year. Increased tourism revenues and infrastructure spending 
related to Expo 2020 will also help to drive growth in the 
coming years. 

Its geographical position, political stability, infrastructure and 
accommodative policies have made the UAE one of the most 
diversified countries in the GCC, with around two-thirds of 
GDP coming from the non-oil sector in 2015. As a result, the 
UAE is expected to be the best-performing Gulf state over 
the forecast horizon. 
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EXPORT CORRIDORS TO WATCH - GOODS 
The UAE’s Vision 2021 aims to increase the contribution 
of the non-oil sector to overall GDP through a series of 
policies and reforms, but the hydrocarbon sector remains a 
crucial component of confidence and a source of funding for 
investment through the forecast period. Petroleum products 
are seen contributing around 40% of projected growth in 
merchandise exports in the decade to 2030. Oil-related 
product sectors will also remain important drivers, with mineral 
manufactures contributing 13% to total export growth in  
2021-30 and industrial machinery contributing 12%. 

After petroleum products and mineral manufactures, 
unclassified goods will be the third largest contributor to export 
growth over the forecast period. This grouping mainly comprises 
high-value items such as gold, diamonds and jewellery, and is 
expected to contribute 12% to export growth in the decade to 
2030.

In 2015, Japan was the largest merchandise export destination 
for the UAE among the 25 HSBC Trade Forecast countries, with 
a 6% share, closely followed by India, which also took around 
6% of UAE exports. By 2030, we expect India to overtake Japan 
to become the largest export destination, given its growing 
demand for energy from strong economic and population 
growth. Longstanding cultural and commercial links with India 
will be boosted by recent efforts to strengthen political ties. 
But Japan remains an important export destination, at second 
place in 2030, with China still the third most important market 
followed by Singapore and Korea. 

Vietnam will be the country with the fastest export growth for 
the UAE, rising 10% a year in the period 2021-30. As well as 
Vietnam, exports to China and India are also expected to grow 
by 10% a year in the decade to 2030. 

Sector contribution to increase in goods exports*

Exports of goods by sector, 2016-30

Top 5 Hotlist Export Destinations

Note: Ranking among the 24 trade partners covered in the HSBC Trade Forecast.  
Fastest-growing trade routes are listed in the Annex.

Source: Oxford Economics

*Chart shows the contribution from each sector to the projected increase in total merchandise 
  exports over the relevant period.

2016-20 2021-30

10%

20%

30%

40%

50%

60%

70%

80%

90%

0%

100%

ICT equipment

Other manufactures

Machinery

Agricultural products

Chemicals

Raw materials

Transport equipment Mineral fuels

Source: Oxford Economics

0 1 2 3 4 5 76 8 9 10

Chemicals

Mineral fuels

Other manufactures

Raw materials

Agricultural products

Total goods

Transport equipment

Machinery

ICT equipment

Growth (% year)

Rank 2015 2030

1 Japan India

2 India Japan

3 China China

4 Korea Korea

5 Singapore Singapore

Source: Oxford Economics

Hogarth Worldwide

143389_1380360

12 DECEMBER

ben.miller@hogarthww.com

HSBC

UAE

Maya Walters

297.00 x 210.00 mm

-

303.00 x 216.00 mm

13/12/2016 17:35

Cyan
Magenta
Yellow
Black



IMPORT CORRIDORS TO WATCH - GOODS
Its geographic location and open economic policies have 
made the UAE a popular trading hub. Improved infrastructure 
in areas such as the Jebel Ali port mean that both exports and 
re-exports play an important role for growth. As a result, the 
composition of the UAE’s imports is very much a mirror image 
of its exports. Imports of transport equipment and industrial 
machinery will also be vital for planned improvements to 
infrastructure ahead of Expo 2020, including expansions to 
the railway and road networks and airports. 

Reflecting these trends, transport equipment will contribute 
18% to total import growth in 2016-20 and 15% in 2021-30, 
while industrial machinery makes up 12-13% of growth over 
the entire period. The planned transition to a more knowledge-
based economy will also lead to ICT equipment contributing 
11% to import growth in 2021-30. 

China and India were the two top import origins of UAE 
merchandise imports in 2015. Both of these countries are 
forecast to maintain their significance, but India will displace 
China for the top spot by 2030 as its exports to the UAE grow 
14% a year in 2016-20 and then 11% a year in 2021-30, even 
though exports from China also grow 11% a year in 2021-30.  
The US and Germany will remain unchanged at third and 
fourth place in the import list, but Vietnam will knock the UK 
out of the top five origin countries by the end of the forecast 
period as ties between the two countries strengthen. 

Sector contribution to increase in goods imports*

Imports of goods by sector, 2016-30

Top 5 Hotlist Import Origins

Note: Ranking among the 24 trade partners covered in the HSBC Trade Forecast.  
Fastest-growing trade routes are listed in the Annex.

Source: Oxford Economics

*Chart shows the contribution from each sector to the projected increase in total merchandise 
  exports over the relevant period.
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The UAE has been one of the most successful Middle 
East economies in diversification efforts. This has been 
supported by investment in infrastructure, the tourism 
industry, financial services and trade over many years, 
with the aim of boosting the contribution of the non-
hydrocarbon sector to the economy.  

RECENT TRENDS IN SERVICES TRADE: 2000-15
The domestic population of the UAE is relatively small, 
so there are limited options to diversify into consumer 
spending-driven economic growth. The successful sectors 
have therefore been export-oriented, with services growing 
in importance in recent years and their contribution to total 
exports rising from 16% in 2000 to 23% in 2015. Of the 25 
countries covered by our analysis, Saudi Arabia is the main 
destination for the UAE’s exports of services, taking almost 
12% of the total in 2015. Over 90% of this was related to 
tourism, with a record number of one million Saudis visiting 
the UAE last year. 

Tourism accounted for 58% of services exports in 2015, up 
from 43% in 2000. The second largest emirate, Dubai, remains 
a popular holiday destination for the region as a whole because 
of  cultural similarities, shopping opportunities and modern 
attractions such as the Burj Khalifa. With the vast majority of 
oil reserves located in the largest emirate, Abu Dhabi, there 
have been greater incentives for Dubai to specialise in other 
areas. Since 2000, increases in tourist visitors have been 
supported by the building of theme parks, hotels, metro 
stations and expansion of airports. Government initiatives, 
such as the waiver of the 10% municipality fee on some hotel 
stays in 2013, also helped to build up the industry. 

Transport services are another key sector for the UAE, with 
ithe contribution to total services exports having grown more 
modestly from 31% in 2000 to 38% in 2015. The UAE’s 
flagship airlines – Etihad Airways and Emirates Airlines – serve 
Dubai International Airport (among others), which acts as a 
hub to other destinations and was among the world’s busiest 
airports in terms of international passengers last year. 

SPECIAL FOCUS: TRADE IN SERVICES

Hogarth Worldwide

143389_1380360

12 DECEMBER

ben.miller@hogarthww.com

HSBC

UAE

Maya Walters

297.00 x 210.00 mm

-

303.00 x 216.00 mm

13/12/2016 17:35

Cyan
Magenta
Yellow
Black



SPECIAL FOCUS
OUTLOOK FOR SERVICES TRADE: 2016-30
Tourism & travel will retain its key role in the UAE’s service 
exports over the forecast period, with the share of the 
total strengthening further to 62% by 2030. Hosting Expo 
2020 should boost visitors to the UAE in the near term, 
while associated FDI inflows and infrastructure projects 
will support longer-term growth. This includes government 
programmes such as the Vision 2021 Transformation Plan 
and Abu Dhabi’s Surface Transport Master Plan.  

Transport will remain the second most important sector, 
although its share of service exports will moderate from 
38% in 2015 to 32% by the end of the forecast period. 
Growth in this sector will be supported the construction of 
a new terminal at Abu Dhabi airport, which is expected to 
reach completion in 2017. 

Over the medium term, rapid economic growth and an 
expansion of the consumer base in emerging markets will 
drive demand for UAE services. In the decade to 2030, we 
expect the value of service exports to India will grow by an 
average of 11% a year, Indonesia by 10% a year and China 
by 9% a year. By the end of the forecast period, India 
will overtake Saudi Arabia to become the UAE’s foremost 
destination of exports, although the Kingdom will remain a 
significant market in second place. 

One concern for projects in general in the Middle East 
region is that if oil prices stay low for a prolonged 
period, government funding will falter, domestic liquidity 
conditions could tighten and projects will be delayed or 
cancelled. There is also a direct risk to the economy and 
trade performance in general from a breaking of the long-
standing currency peg versus the US dollar, which would 
lift inflation, cause financial disruption and likely deter 
investors accustomed to policy stability. 

Sector shares in total services exports

Exports of services by sector, 2016-30

Top 5 Hotlist Services Export Destinations

Note: Ranking among the 23 trade partners covered in the HSBC Trade in Services Forecast. 
Fastest-growing trade routes are listed in the Annex.

B2B & other services ICT services

Construction Tourism & travel

Financial Transport & distribution

Source: Oxford Economics

2015 2030

10%

20%

30%

40%

50%

60%

70%

80%

90%

0%

100%

32

62

   
 

38

58

    

Construction

Source: Oxford Economics

Growth (% year)

0 2 4 126 108 14

ICT services

B2B & other services

Financial services

Total services

Tourism & travel

Transport & distribution

Rank 2015 2030

1 Saudi Arabia India

2 India Saudi Arabia

3 China China

4 Japan Japan

5 UK UK

Source: Oxford Economics

Hogarth Worldwide

143389_1380360

12 DECEMBER

ben.miller@hogarthww.com

HSBC

UAE

Maya Walters

297.00 x 210.00 mm

-

303.00 x 216.00 mm

13/12/2016 17:35

Cyan
Magenta
Yellow
Black



ALTERNATIVE SCENARIO FOR TRADE 
In light of the growing political risks to globalisation, HSBC 
and Oxford Economics have collaborated to model the 
impact on trade flows and economic activity of a potential 
‘alternative scenario’ for world trade. This scenario is based on 
(1) the UK enduring a ‘hard’ exit from the EU involving loss of 
access to the common market, and (2) the new US President 
implementing a variety of protectionist policies that trigger 
retaliatory measures from emerging markets. A detailed 
description of the scenario assumptions and methodology  
are provided in the main Global Report.

In our alternative scenario we do not envision that the US 
imposes any new trade barriers on the UAE, nor does the 
UK’s exit from the EU have any direct implications for the 
UAE’s trading arrangements. Nevertheless, the UAE’s role 
as a trading gateway between East and West means that it 
would sustain collateral damage due to the impact on trade 
between other nations. 

Moreover, exports of oil from the Emirates would also be 
affected as slower global growth would depress oil prices. 
Our modelling results show the value of UAE merchandise 
exports down by over 4% compared to baseline at the 
peak of the initial disruption in 2020, although the impact 
subsequently moderates to a 2% loss compared to baseline 
by 2030.  

The UAE’s service sector is less impacted by the scenario, but 
service exports are still around 1% lower by 2030 compared 
to the baseline, as lower global demand affects the country’s 
tourist sector.
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ANNEX
UAE’S FASTEST GROWING TRADE ROUTES

Fastest growing goods exports (% year)

Fastest growing goods imports (% year)

Fastest growing services exports (% year)

Rank Destination 2016-20 Destination 2021-30

1 Vietnam 14 Vietnam 10

2 India 11 China 10

3 Bangladesh 10 India 10

4 Indonesia 10 Bangladesh 9

5 Malaysia 9 Malaysia 9

6 Turkey 9 Indonesia 8

7 Singapore 8 Turkey 8

8 Japan 8 Saudi Arabia 7

9 Korea 7 Egypt 7

10 UK 6 Korea 6

Source: Oxford Economics

Rank Destination 2016-20 Destination 2021-30

1 Turkey 12 India 11

2 India 12 Indonesia 10

3 Korea 12 China 9

4 Malaysia 12 Argentina 8

5 Poland 11 Mexico 8

6 Australia 10 Egypt 8

7 UK 9 Saudi Arabia 8

8 China 9 Malaysia 8

9 Vietnam 8 Turkey 8

10 Singapore 8 Vietnam 7

Source: Oxford Economics

Rank Destination 2016-20 Destination 2021-30

1 Vietnam 16 Vietnam 11

2 Australia 14 China 11

3 India 14 India 11

4 Canada 12 Turkey 9

5 Malaysia 11 Malaysia 9

6 Turkey 11 Canada 9

7 Brazil 10 Indonesia 8

8 Indonesia 10 Brazil 7

9 Japan 10 Saudi Arabia 7

10 Korea 9 Korea 6

Source: Oxford Economics
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