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In NBK’s latest GCC Brief: 
The Qatari economy looks set to have registered another year of rapid growth in 2011 driven by further expansion in liquefied natural gas (LNG) production, elevated oil prices and increasing output in the non-oil sector. LNG production, upon which so much of Qatar’s fast growth was predicated over the last decade, reached its maximum capacity of 77 million tonnes per year in 2011, and, in view of the moratorium on new hydrocarbon projects in the North Field until 2015, is likely to have therefore reached its peak in 2011. Qatar is also making headway, however, in utilizing and marketing associated products including gas to liquids (GTLs) and natural gas liquids (NGL) projects as well as downstream processes such as petrochemicals and fertilizers.
	Qatar forecast summary:
	
	

	
	
	2011e
	2012f

	Real GDP
	%y/y
	19.9
	9.8

	· Non-oil
	%y/y
	12.1
	12.5

	Inflation (yr avg)
	%
	1.9
	2.0

	Budget balance
	% GDP
	3.7
	1.8

	
	
	
	


Meanwhile, a concerted effort is being undertaken to diversify and develop the non-oil sector, as articulated in the National Development Strategy 2011-2016 and the broader Qatar National Vision 2030. Spearheaded by spending in excess of $125 billion over 5 years, $65 billion of which will be directly funded by the government, infrastructure investment (including World Cup 2022 development spending) and manufacturing will drive non-oil sector growth alongside financial services, trade and tourism.
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Source: Qatar Statistical Authority, NBK forecast

Given the current dynamics of Qatari output, real GDP growth is therefore projected to accelerate by 19.9% in 2011 before moderating to 9.8% in 2012 as a result of the final completion of LNG expansion and associated gas projects (including GTL). Growth in gas production itself is projected to slow to 7% in 2012, while oil output is forecast to remain stable over the coming two years at 0.8 million barrels per day. 
Following on from the deflation of 2009 and 2010, Qatar’s CPI in 2011 has continued to be affected by falling rental prices (which comprise 32% of the CPI) despite signs that downward pressures were easing. Given that excess capacity in the real estate sector will only gradually be unwound, depressed rental prices will persist in 2012 and temper demand-driven inflationary impulses that are on the rise as a result of the country’s rapid growth and accommodative fiscal and monetary policies. The recent 60% increase in the salaries of Qatari nationals is not expected to contribute to inflation significantly, however. We therefore expect inflation to average 1.9% in 2011 and 2.0% in 2012.
	Consumer Price Index 

(% y/y)
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Source: Qatar Statistical Authority, NBK forecast

Qatar is forecast to record fiscal surpluses in both 2011 and 2012, at 3.7% and 1.9% of GDP, respectively, as a result of high oil prices and maximum annual LNG production. A slowdown in hydrocarbon revenue growth coupled with increasing public sector spending - including capital expenditures and wages - will make a greater impact on the central government balance in 2012 than in previous years. Meanwhile, strong export revenues are expected to translate into sizeable current account surpluses in both 2011 and going forward in 2012.
Note: Full country-by-country analysis and forecasts for the GCC region appears in our latest GCC Outlook publication, which can be found on our website at http://www.nbk.com
Qatar growth to slow in 2012 as LNG expansion completed…deflation subsiding gradually








