KICKING OFF THE TRANSITION

From the Editor

SET FAIR FOR
GROWTH IN 2022

I

n a year that starts with Dubai Expo 2020 in full swing and ends
with the world’s biggest sporting event – the Fifa football World
Cup 2022 – in Qatar, businesses in the region can look forward to
a surge in activity as investment increases and travel returns.
The global recovery in 2021 has seen oil prices recover to 2018
levels and significantly eased the pressure on government finances.
With oil prices expected to rise further in 2022, government budgets are returning to surplus, enabling more spending on projects.
Given that there are some $3.5tn of new projects planned across
the region and an estimated $108bn of contracts being tendered at
the end of 2021, there could be a 20 per cent surge in the value of
contract awards in the Middle East and North Africa region in 2022,
with Saudi Arabia, Egypt, Qatar and the UAE leading the charge.
And with the next two editions of the UN climate change summit
to be held in the region – Cop 27 in Egypt in November 2022 and
Cop 28 in the UAE in 2023 – decarbonisation is top of the agenda.
The focus on decarbonisation and the energy transition will
increase investment in clean energy, green buildings and sustainable projects. At the same time, the utilisation of data in design,
construction and operations will accelerate the adoption of digital
twin technology to reduce waste and increase efficiency through the
whole life cycle of projects.
As signalled by the Abraham Accords and Al-Ula agreement, the
return of diplomacy to the region will see tensions reduce in 2022,
reinforcing the focus on economic growth and development.
But while the prognosis for the region is strongly positive, the
outlook is not without a few clouds. In particular, a lack of local
capacity in Saudi Arabia could hinder Riyadh’s efforts to deliver its
Vision 2030 projects. Meanwhile, a spike in materials prices in 2022
could spell the end for companies weakened by cash flow shortages
over the past few tumultuous years.
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Policy Outlook

MAKING FRIENDS AND
INFLUENCING OTHERS
After a decade of growing divisions, diplomacy is now returning to the
fragmented Middle East region as economic interests are prioritised

6 \ YB 2022

E

ven by the standards of the Middle
East’s troubled history, the past
decade has seen a rise in divisions
across the region as states have gone to
war with each other, with religious extremists and with domestic protesters.
While these actions have invariably
been taken to protect national security
interests, they have had consequences
at odds with economic interests. It is
difficult to attract international tourists,
trade and investment against a backdrop
of wars, protests and diplomatic disputes.
The rise in instability resulted from
the increased sense of vulnerability felt
by Arab states following the 2011 Arab
uprisings that coincided with President
Barack Obama’s decision to scale back

the US’ military presence in the region.
Particularly for Saudi Arabia, Bahrain,
Egypt and the UAE, the US withdrawal
created a security void that left them
feeling exposed to hostile Iranian influence and Islamic extremists. The sense of
abandonment was increased in 2015 by
the signing of the international nuclear
agreement with Tehran.
New approach
These fears were articulated clearly in
December 2013 by Saudi Arabia’s former
ambassador to the UK, Mohammed bin
Nawaf bin Abdulaziz al-Saud, who, in an
open letter to the editor of the New York
Times, said: “The foreign policy choices
being made in some Western capitals risk

PHOTO: TWITTER/SHEIKH MOHAMED

The UAE’s Sheikh
Mohamed bin Zayed
al-Nahyan met Turkey’s
President Recep Tayyip
Erdogan in Ankara on
24 November, marking
a significant thawing
of relations between
the two countries

the stability of the region and, potentially,
the security of the whole Arab world.
“This means the kingdom of Saudi
Arabia has no choice but to become
more assertive in international affairs:
more determined than ever to stand up
for the genuine stability our region so
desperately needs.”
He concluded his letter with: “Saudi
Arabia will continue on this new track for
as long as proves necessary.”
Since then, the region has faced drawnout wars in Yemen, Syria and Libya, the
three-and-a-half-year diplomatic dispute
that shattered GCC relations, and Lebanon’s political and economic collapse.
The past two years, however, have revealed a significant evolution in Riyadh’s
and Abu Dhabi’s approach to international relations, covering economic and
energy policy, as well as foreign policy.
In terms of foreign policy, there has
been a return of diplomacy to improve
regional relations and resolve disputes,
reflecting a growing awareness of the
damaging impact of the divisions on
security and economic development.
On the economic policy front, both
countries, together with Qatar, are investing heavily in clean energy and green
technology at home and internationally
to reposition themselves as leaders in the
global energy transition, rather than as
mere suppliers of oil and gas.
Rebuilding relations
The most significant change in regional
foreign policy came in August 2020 with
the signing of the Abraham Accords,
which ‘normalised’ the diplomatic relations of four Arab states – the UAE, Bahrain, Sudan and Morocco – with Israel.
While many Arab states have collaborated with Tel Aviv on security issues, particularly in their shared fears over Tehran,
recognising Israel as a state reflects the
prioritisation of business and investment
over a long-standing political issue.
Then, in January 2021, at the 41st
GCC Summit in Al-Ula, Saudi Arabia, the
six GCC states and Egypt signed the Al-

Ula agreement, restoring full diplomatic,
trade and transport relations between
the six Gulf states and ending the GCC
diplomatic dispute.
While many of the underlying reasons
for the disagreement remain sources of
mistrust within the bloc, the agreement
reflects the desire to prioritise economic
interests over political rifts.
A potentially even more significant
meeting took place in Dubai in November 2021 between Anwar Mohammed
Gargash, diplomatic adviser to the UAE
president, and Iran’s deputy foreign
minister and top nuclear negotiator, Ali
Bagheri Kani. The visit was held in the
presence of UAE Minister of State Khalifa
Shaheen al-Marar.
The UAE’s state news agency Wam
reported that the parties discussed working to achieve more regional stability,
developing economic and trade relations
between the two neighbouring countries,
and regional and international developments of common interest.
During the meeting in Dubai, Bagheri
Kani said, “we agreed to open a new
chapter” in bilateral relations.
Gargash previously noted that the UAE
was taking steps to de-escalate tensions
with Iran. The meeting came ahead of the
expected resumption of indirect talks between Tehran and Washington to revive
the 2015 nuclear pact.
Also, in late November 2021, Crown
Prince of Abu Dhabi and Deputy Supreme
Commander of the UAE Armed Forces
Sheikh Mohamed bin Zayed al-Nahyan
met with Turkey’s President Recep Tayyip Erdogan in Ankara to discuss supporting the troubled Turkish economy and
boosting bilateral cooperation.
Sheikh Mohamed’s tour marked the
highest-level visit by a UAE official to
Turkey in about a decade and a significant thawing of relations between the
two countries, which have been locked
in a struggle for influence in the East
Mediterranean region and on opposite
sides of Libya’s civil war.
Richard Thompson

“The past two
years have
revealed a
significant
evolution in
Riyadh’s and
Abu Dhabi’s
approach to
international
relations”
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HIGHER CRUDE PRICES
INSPIRE OPTIMISM
Qatar’s emir (left) is
welcomed by Saudi
Arabia’s crown prince
ahead of the 41st GCC
summit in Al-Ula on
5 January 2021

$65

Global average oil price
in 2022 as forecast by
the IMF

4.1%

Forecast real GDP growth
for Mena region in 2022,
according to the IMF
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A

s the Middle East and North Africa
(Mena) region enters 2022, one of
the most influential economic factors for many economies will be the improvement in global oil prices, which has
hugely helped the fiscal situation of many
oil exporters and raised the economic
prospects for the region as a whole.
Heading into the new year, both growth
from these higher oil prices and the
post-Covid-19 renewal of non-oil growth
are expected to improve the broader
near-term economic landscape.
By the conservative estimates of
the IMF, which in its latest projections
assumed a global average oil price of
only $65 a barrel – well below the $70
or even $80 figures suggested by some

more recent estimates – the region is
headed for 4.1 per cent real GDP growth
in 2022, maintaining the pace of growth
set in 2021 alongside a region-wide net
positive current account figure of 2.2 per
cent of GDP.
Loosening the reins
The higher oil prices have also raised the
hope that many oil exporters will throw
caution to the wind, ease back on their
austerity measures and return to higher
rates of public spending, particularly on
capital-intensive projects.
There are particularly high hopes
that Saudi Arabia, which is projected to have a real GDP growth rate of
4.8 per cent in 2022, will begin in

PHOTO: ROYAL COUNCIL OF SAUDI ARABIA/HANDOUT/ANADOLU AGENCY VIA GETTY IMAGES

Hopes are rising for improved spending and reduced austerity in the Middle
East and North Africa region despite a wider deepening of fiscal challenges

earnest on the execution of some of its
more ambitious megaprojects.
The jury remains out on whether higher levels of spending are likely to occur.
On the one hand, regional producers appear genuinely committed to their fiscal
restraint. Saudi Arabia’s 2022 pre-budget
statement confirmed the government’s
plans for further spending cuts during
2022-23, in line with the previously published fiscal balance programme.
According to Alexander Perjessy, senior
analyst at the US’ Moody’s Investors
Service, this underscores Riyadh’s commitment to spending restraint despite
significant upward revisions to revenue
projections amid higher oil prices.
Qatar, which posted a fiscal surplus
of QR4.9bn ($1.4bn) for the first three
quarters of 2021 – with oil and gas revenues growing by 34.6 per cent in yearon-year terms to QR41.3bn in the third
quarter alone – has some major capital
spending commitments to undertake
ahead of the 2022 Fifa World Cup. More
than one-third of Doha’s spending in
2021 was on projects for the event.
In Iraq, where oil receipts make up
85 per cent of the budget, the positive
price climate has raised the prospect of
Baghdad reviving the customs and tax
administration reforms that the World
Bank estimates have contributed to a
53 per cent surge in domestic revenue
mobilisation.
Overall, higher oil and gas revenues
will likely prompt a modest shift to looser
fiscal policy in the large Gulf economies,
although Bahrain and Oman will likely
still need to stick to austerity.
Regional governments could also still
be minded to share the oil price bounty
with their populations. Saudi Arabia’s
Crown Prince Mohammed bin Salman
al-Saud has previously hinted at the possibility of a cut to the kingdom’s 15 per
cent VAT rate, for example.
“Higher oil prices may provide an incentive to increase government spending
in 2022, but not as much as in the past,”
says Garbis Iradian, chief Mena econo-
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mist at the Washington-based Institute of
International Finance (IIF).
“For GCC countries, even for Iraq,
higher oil prices are important in improving the fiscal and balance of payment positions, and it will also help them to grow
at a faster rate, because the higher the oil
price, the higher non-oil growth is. Higher
oil prices improve private sector confidence, provide more liquidity to the banking system and encourage more spending
by the private and public sectors.”
Shrinking deficits
In the wider region, the average fiscal
deficit is expected to contract further in
2022, from 4.5 per cent of GDP in 2021
to 3.9 per cent of GDP in 2022, according to the IMF. For the oil-exporting economies, the shrinkage in the imbalance is
expected to be even sharper, falling from
3.9 per cent to 3.3 per cent for all, and
from 2.7 per cent to just 1.4 per cent
with conflict countries and Iran excluded.
Fiscal deficits among oil importers,
by comparison, will remain more or less
consistent around their historically typical 6–7 per cent mark.
The persisting economic fragility of
many oil importers is a deepening cause
of concern for the region, which will
ensure that despite the restoration of oil
prices above the fiscal breakeven point
of many regional economies, there is no
real expectation of a return to any sort of
past economic status quo.

“Higher oil
prices may
provide an
incentive
to increase
public
spending in
2022, but not
as much as in
the past”
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“The uneven
nature of
the vaccine
rollout across
the region is
expected to
result in a
multi-speed
and fragile
recovery”
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While the higher oil prices temporarily
mean greater solvency for oil exporters,
particularly among the well-capitalised
GCC nations, the wider macroeconomic
scenario continues to deteriorate. Although many regional governments have
embarked on repeated austerity drives
following the 2009 financial crisis, the
2014 fall in oil prices and, most recently,
the Covid-19 pandemic, many structural
reforms have proved elusive, such as
those that address inflated public wage
bills. At the same time, regional growth
has been dimmer for a while as debt has
piled up and reserves depleted.
In 2022, the overall gross reserves of
the region are expected to rise by about
6 per cent to $1.12 trillion, according
to the IMF, while the region’s gross government debt position is expected to fall
from 50.1 per cent of GDP to 48.4 per
cent of GDP. However, this follows a fall
in reserves and rise in debt in both 2019
and 2020 and only a modest recovery
in these metrics in 2021. Ultimately, the
2022 projected reserve figure remains
below the estimated $1.15 trillion held
by regional sovereigns back in 2018,
while the region’s overall debt position is
markedly worse, comparing to just 42.9
per cent of GDP in 2018.
Many regional government budgets
also include ever-growing allocations to
either debt repayments or operational
costs, such as public wages or social
benefits, rather than on growth-oriented
investments or projects. This brewing

crisis is as evident in some of the region’s
wealthiest nations, such as Kuwait –
where wages and subsidies accounted for
73 per cent of the total budget in 202021 – as in its poorest.
The strongest non-oil growth story in the region at present is Egypt,
which maintained its economic growth
throughout the pandemic and is currently
projected to achieve 5.2 per cent real
GDP growth in 2022 – second only to
Iraq, whose oil-dependent economy is expected to experience the most significant
real GDP recovery, at 10.5 per cent, as a
result of the restoration in oil prices.
Iraq, however, also saw one of the
deepest recessions, with a negative real
GDP growth rate of 12.1 per cent, during
the pandemic, and Cairo, unlike Baghdad, has already seen its country’s output
exceed pre-pandemic output levels,
according to the US’ S&P.
Tackling Covid-19
More generally, the uneven nature of
the vaccine rollout across the region is
expected to result in a “multi-speed and
fragile” recovery in the region, according
to the IMF, which has noted the need for
countries “to maintain focus on managing the pandemic” – a point that has only
been heightened by the emergence of the
fast-spreading Omicron variant.
While the recovery is expected to solidify in 2022, higher commodity prices and
inflation caused by demand for Covidrelated supplies are expected to continue
to present economic headwinds for many
markets. The IMF says the “economic
scarring could be extensive” for some
states in the form of lingering issues such
as unemployment, elevated poverty and
debt sustainability.
Fiscal and monetary policy space has
been eroded and many governments face
stark near-term policy trade-offs that
only bold leadership and moves towards
a transformational recovery marked by
more resilient, inclusive and greener
economies are likely to overcome.
John Bambridge & James Gavin

SCAN TO
DISCOVER
MORE

END OF AUSTERITY
Higher oil prices on global markets and falling fiscal breakeven
price points for regional producers will see many narrow or close their
deficits next year, positively impacting growth and combating rising debt
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Oil Prices

HIGHER OIL PRICES LOOK
SET TO CONTINUE IN 2022
Boosted revenues from hydrocarbons sales could potentially reinvigorate
public spending among Middle East and North Africa oil exporters

W
$81

Brent crude oil price per
barrel in 2022 according
to IIF projections

$73

Fiscal breakeven oil price
per barrel for Saudi
Arabia in 2021
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ith oil prices firmly above $80
a barrel, the Middle East and
North Africa (Mena) region’s oil
and gas powers face a transformed economic picture heading into 2022 and a
sharp contrast to the sour mood of early
2020, when collapsing prices upended
fiscal planning.
Now, analyst consensus is the higher oil prices will hold firm, reflecting
resurgent demand against a backdrop of
continued production within the Opec+
group and shortfalls in the US market.
Despite warnings from US President
Joe Biden about the impact of higher oil
prices on fragile consuming economies,
the view among oil producers is tending
towards the hawkish.

Oil prices are likely to remain around
$80 a barrel in 2022, says Garbis Iradian,
chief Mena economist at the US-based
Institute of International Finance (IIF).
“The reason for this is the recent Opec+
meeting decided to limit the increase
each month to 400,000 barrels a day,”
says Iradian. “This would not be enough
to bring up significantly the global
inventory levels, as non-Opec production,
particularly in the US, remains weak.”
Rebounding prices
The IIF’s revised projections for average
Brent oil prices are $71 a barrel in 2021
and $81 a barrel in 2022. This represents
an important benchmark, as it is substantially higher than the fiscal breakeven oil

prices – the minimum price needed to
meet expenditure commitments – for several oil exporters, including Saudi Arabia,
the UAE, Qatar, Kuwait, Oman and Iraq.
In Saudi Arabia’s case, the budget
breakeven point had already reduced
significantly due to sustained fiscal
adjustment efforts in recent years. That
fiscal adjustment continues in the form of
mobilising additional non-oil revenues –
thanks to the tripling of value-added tax
in 2020 – and spending restraint, largely
a cut in capital expenditures.
As a result, the fiscal breakeven oil
price in Saudi Arabia has declined from
$89 a barrel in 2018 to $73 a barrel in
2021, and will be less than $70 a barrel
in 2022, says Iradian. This implies the
kingdom will register a fiscal surplus of
about 5 per cent of GDP in 2022 under
the Brent oil price of $81 a barrel.
This is not just the kingdom’s bounty
to own. Other Mena net oil producers are
also poised to see their fiscal and current
account positions transform.
As David Rees, chief economist at UK
investment management firm Schroders,
notes, those emerging markets that are
major net exporters of fossil fuels are set
for a windfall from higher oil receipts.
The biggest beneficiaries are in the
Gulf, where net fuel exports are worth almost 50 per cent of GDP in the UAE and
Kuwait, and equivalent to about a quarter
of national output in Saudi Arabia.
Despite the ongoing diversification efforts, the median contribution of oil and
gas revenue to the total revenue of GCC
sovereigns is about 70 per cent, according to the US’ Moody’s Investors Service.
This underscores the robust impact higher oil prices have on public finances.
Among Mena region net oil exporters,
the oil price boom may have the least
impact on Algeria, which has experienced
successive budget deficits. It has forecast
a deficit of $30bn for 2022, although this
is based on an oil price of $50 a barrel.
In Iraq, where oil revenues make up
85 per cent of the budget, the higher oil
prices have come as a particularly wel-

come relief to the embattled government..
“Higher oil prices may
provide an incentive to
increase government
spending in 2022, but
not as much as in the
past,” says Iradian.
“Higher oil prices are
important in improving
the fiscal and balance
of payment positions.”
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assessed market
conditions,” says
Aditya Saraswat, vicepresident of Middle East upstream
analysis at Norway-based Rystad Energy.
“Companies such as QatarEnergy, Adnoc
and Aramco are [now] receiving commercial bids and carefully reviewing the
scope and prices they get.”
The recent period of high prices could
nevertheless be temporary, says Saraswat. “As we see more Opec supply coming online in the next four to five months,
it is quite possible supply will catch up
with demand and prices will fall.”
The UK’s Capital Economics expects
that by the end of 2022, the price of
Brent crude will drop towards $60 a
barrel. Even if correct, the effect of rising
output in the Gulf economies will likely
still offset any decline in prices, maintaining higher oil revenues next year.
James Gavin

“The median
contribution
of oil and gas
revenue to the
total revenue
of GCC
sovereigns
is about
70 per cent”
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Energy Transition

CLOCK TICKS FOR SHIFT
TO GREENER ECONOMY
Policymakers in the Middle East and North Africa will be busier
than ever in their quest to enable carbon reduction measures

S
800,000
Capacity of Abu Dhabi’s
Al-Reyadah facility to
accumulate carbon
dioxide in tonnes a year

$70bn

Planned budget for green
hydrogen projects paired
with ammonia and other
derivatives production
facilities in Mena region
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everal GCC states announced
net-zero carbon emission pledges
prior to the UN Framework Convention on Climate Change (UNFCCC)
annual summit in Scotland, which took
place in the last quarter of 2021.
For Saudi Arabia and the UAE in
particular, the announcements embody
their aspiration to move from being
hydrocarbon-led to greener economies,
with an emphasis on a pragmatic approach. They will need export revenues
from fossil fuels – albeit produced with
lower carbon emissions – to drive energy
transition and long term net-zero targets.
These strategies require accelerated
investments in cleaner energy systems
ranging from carbon capture, utilisation

and storage (CCUS) and blue hydrogen
as well as in renewable energy, green hydrogen and derivatives, afforestation and
energy-efficient water treatment technologies, among others.
It also highlights the indispensable role
some national oil companies (NOCs) will
have to play during the transition.
Government action
“I think some oil producers are able to
take the approach of a transformation
to full-scale energy economies, or what
some call a circular carbon economy,”
says Karen Young, senior fellow and economics and energy programme director
at the US-based Middle East Institute. “It
will be those producers with large sav-

ings or financial buffers that will have the
ability to invest in these infrastructure
projects and technologies.”
Abu Dhabi National Oil Company
(Adnoc) and Saudi Aramco have been
making significant adjustments in order
to decarbonise their operations.
Both firms have invested in CCUS
and blue hydrogen production facilities.
Adnoc’s Al-Reyadah CCUS facility has the
capacity to accumulate up to 800,000
tonnes of carbon dioxide (CO2) a year.
This capacity is expected to expand to 5
million tonnes of CO2 annually by 2030
– the equivalent of the annual carbon
capture capacity of more than 5 million
acres of forest.
Saudi Aramco has a CCUS demonstrator project that supplies captured CO2
to the Uthmaniyah oil field, where it is
injected for enhanced oil recovery.
Both NOCs have shipped blue ammonia to partners in Japan and South Korea
over the past year. In addition, Aramco
has pledged to achieve net-zero carbon
emissions from its operations, which
excludes carbons associated with exported fuel, by 2050, a decade ahead of the
kingdom’s national target.
While investments in new fossil fuel
production are expected to continue,
NOCs are forecast to be more cautious in
the long term. “We will certainly see less
[of fossil fuel exploration and production
investments] from listed firms and this
creates an opportunity for state-owned
firms, but even they will be cautious,”
says Young. “There is a ticking clock on
the rush to increase export capacity in
oil, but also to have new abilities in gas
markets and that is where NOCs will be
better off making longer-term decisions.”
Like many experts, Young thinks there
is still life for global oil and gas demand,
especially gas, during the energy transition. “Saudi Arabia will be in this business for some time. But the measurement
of net-zero carbon emissions may also be
subject to change; for now, just measuring domestic use and not export product
use serves the kingdom,” she says.

PLANNED AND UNAWARDED POWER PLANT PROJECTS*
($bn)
600
500
400
300
200
100
0
Nuclear

Iraq

Jordan

Iran

Saudi Arabia

Oil/gas

Bahrain

Egypt

Kuwait

Coal

Libya

Oman

Qatar

Lebanon

Morocco
Tunisia

Renewables*

Syria

UAE

Algeria

*=By fuel type. Source: MEED Projects

During the energy transition, Young
thinks it suits Saudi Arabia to be an oil
exporter and also focus on its domestic
electricity generation to move to solar
and wind power, thus reserving more
product for export, as crude and as feedstock for petrochemicals production.
Going green
The potential tapering off of investments
in fossil fuel production in the long term
is expected to coincide with increased
capital investments in green technologies. These support the intermediate and
long-term carbon reduction targets of the
region’s oil-producing economies as well
as those of their clients.
For instance, in November, a joint
venture was formed between Abu Dhabi’s
two largest energy firms, Adnoc and Abu
Dhabi National Energy Company (Taqa),
to build 30GW of renewable energy and
green hydrogen production at home and
abroad by 2030. The scale of the plan
shows the speed in which energy transition is gathering pace, especially in light
of Abu Dhabi’s successful campaign to
host the UNFCCC COP28 conference in
two years’ time.
Allocating half of this capacity investment within the Middle East and North
Africa region increases to $70bn the
planned budget for known green hydro-

“We will
certainly
see less
[of fossil fuel
exploration
and
production
investments]
from listed
companies”
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SELECTED GREEN HYDROGEN PROJECTS
Project

Country

Budget
($m)*

Status

Deme green hydrogen plant

Egypt

na

Study

na

Deme Group
Scatec, Fertiglobe, The Egypt
Sovereign Fund
Egyptian Electricity Holding
Company, Siemens

Capacity

Stakeholders and technology partners

Ain Sokhna green hydrogen
plant

Egypt

na

Design

50-100MW
(electrolyser)

Siemens green hydrogen plant

Egypt

750

Study

100-200MW
(electrolyser)

Egypt green hydrogen project

Egypt

4,000

Study

na

na

25,000MW
(renewables)

OQ, InterContinental Energy,
EnerTech

250-500MW (phase 1,
electrolyser)

OQ , Deme Group, Uniper

25GW green fuels project

Oman

28,000

Study

Hyport Duqm

Oman

1,500

Design

1,300MW (renewables)
2,200 t/d (ammonia)

Acme green hydrogen and
ammonia facility

Oman

2,500

Study

Phase 1 (300MW,
renewables)

Sohar Port/Port of Rotterdam
project

Oman

na

Study

3.5GW (renewables)
400MW (electrolyser)
1,000MW
(renewables)
1,000 t/d (green
ammonia)
31,000 tonnes
(hydrogen); 183,000
tonnes (ammonia)

SalalaH2 project

Oman

na

Study

Hevo Ammonia Morocco
project

Morocco

850

Design

Demonstrator plant

Qatar

15

Study

na

Neom Helios Green Fuels
project

Saudi
Arabia

Design

1.2 million t/y
(ammonia)

Acme Group, Tatweer
Petroleum
Sohar Port, Port of Rotterdam

OQ, Marubeni, Linde, Dutco

Fusion Fuel, Consolidated
Contractors Company (CCC),
Vitol
Fusion Fuel, CCC

650 t/d (hydrogen)
5,000

Acwa Power, Air Products,
Neom

4,000MW (renewable)
200,000 tonnes
(ammonia)
Helios Industry green
ammonia facility

UAE

1,000

Study

40,000 tonnes
(hydrogen)

Abu Dhabi Ports

800MW (100MW
phase 1, renewables)
Abu Dhabi Future Energy
Company (Masdar) green
hydrogen demonstrator
project

UAE

250

Design

5 tonnes a day
(hydrogen)

Siemens Energy, Masdar,
Marubeni, TotalEnergies, Lufthansa,
Etihad, Abu Dhabi Department of
Energy, Khalifa University

Snam/Mubadala projects

UAE

na

Study

na

Snam, Mubadala Investment
Company

Sharjah waste-to-hydrogen
plant

UAE

180

Study

Hydrogen fuel (1,000
vehicles a day)

Beeah, Chinook Sciences

Taqa/Abu Dhabi Ports green
ammonia plant

UAE

2,000

Study

2GW (renewables)

Abu Dhabi National Energy
Company (Taqa), Abu Dhabi
Ports, Thyssenkrupp

Taqa/Emirates Steel plant

UAE

2,000

Study

na

Taqa, Emirates Steel

Adnoc/Taqa renewable and
green hydrogen scheme**

Mena/
na
international

Study

30,000MW
(renewables)

Abu Dhabi National Oil Company
(Adnoc) Taqa

Engie-Masdar UAE hydrogen
hub

UAE

Study

na

Engie, Masdar

5,000

*=Budgets are MEED estimates, if shareholders have not specified planned investments; na=Not available; t/d=Tonnes a day; t/y=Tonnes a
year; **=30GW capacity is allocated for domestic and international projects; Masdar=Abu Dhabi Future Energy Company. Source: MEED
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gen projects that are paired with ammonia and other derivatives production
facilities. This is an exponential increase
from 15 months earlier, when Saudi
Arabia announced a plan to build the
region’s first utility-scale green hydrogen
and green ammonia plant in Neom with a
budget of $5bn.
Prior to this, Adnoc agreed with state
offtaker Emirates Water & Electricity
Company to source up to 100 per cent
of its grid power from nuclear and solar
energy sources in line with plans to be
“one of the world’s least carbon-intensive
oil and gas producers”.
Policy moves
“It’s all about policy detail now, going
into the nitty gritty of how to stimulate demand, create markets, stimulate
production, figure out who pays for the
initial cost gap and how, among others,”
says Frank Wouters, director of the EUGCC Clean Energy Technology Network,
in response to the tangible steps these
countries are required to take to meet
their ambitious net-zero pledges. “Standards are required as well, in particular for
blue hydrogen, because these processes
can take up to a decade, if not more.”
Notably, certain jurisdictions have
either adopted regulations or prepared
policies related to electric vehicles,
green building regulations and wasteto-energy projects. Many have also considered demand management systems for
electricity and water as well as phasing
out subsidies to scale back the carbon
intensity of domestic energy systems.
Low-carbon greenfield projects such
as the Neom and Red Sea real estate
giga projects in Saudi Arabia, as well
as integrated developments in Dubai,
Abu Dhabi, Doha and Riyadh, among
other cities, are driving the adoption
of solar-based desalination plants and
battery energy storage, as well as green
hydrogen use in electricity generation
and the transport and aviation sectors.
While the UNFCCC summit in
Scotland took place amid a demand

recovery that saw the prices of oil and
other commodities pushed up, global
inflationary pressure, supply chain
shocks and continued threats of uneven
recovery generally will not help anyone
achieve economic growth or a clean
energy transition.
“The investment cycle needs to see the
job creation potential in the clean energy
sector and the trade potential. It is certainly there,” says Young.
The executive also adds that hosting the COP28 summit may put more
pressure on the UAE to be a source of
capital and investment for clean energy
within the wider Mena and Horn of Africa
region, as the policy positioning on what
a “just transition” means will require
more financing and assistance from
wealthy states and oil producers.
As it is, the energy transition and
the longer-term goal to achieve a
carbon-neutral status should not be
viewed as an altruistic move by these
states. “It is as much about altruism
as it is about self-interest,” says a
Dubai-based energy regulator, who
says other net-zero countries are more
likely to trade in the future with the
UAE or Saudi Arabia than a country
with a different policy.
Jennifer Aguinaldo

Increased capital
investments are being made
in green technologies

“The
investment
cycle needs
to see the
job creation
potential in
the clean
energy sector
and the trade
potential”
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RENEWABLES SURGE AS
MIDDLE EAST ENERGY
TRANSITION SPEEDS UP
Energy transition report examines how the shift
from fossil fuels is reshaping energy policy and
investment in the Middle East and North Africa

MENA RENEWABLE ENERGY SECTOR

28GW

7%

Region’s renewable
energy production
capacity, of which the
biggest component is
hydropower with 21GW

Proportion of the
region’s power
generation capacity
accounted for by
renewables
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98GW
New renewables
capacity planned
across the region, with
39GW due to come on
stream by 2025

$18bn
Value of Saudi Arabia’s
renewables projects
pipeline, in which
$13bn of projects are
at or close to tendering

75%
Dubai’s goal for the
proportion of energy to
come from clean sources by 2050, the region’s
most ambitious target

R

enewable energy
project contract awards
in 2021 have eclipsed
deals for conventional
power plant projects as
the region’s energy diversification
agenda gathers pace, according to
MEED Insight’s new report.
Middle East Energy Transition
reports that there were no contract
awards for oil-powered or gasfuelled power stations in the Middle
East and North Africa (Mena) region
in the first half of 2021, while in
the same period, there were about
$2.8bn of renewable energy project
contract awards in the region.
From 2017 to 2020, the average
value of contract awards for oil- or
gas-fuelled power stations in the
Mena region was about $4.8bn a
year, with some $6.2bn of conventional thermal power plant contract
awards made in 2020.
The stalling of the development
of conventional power generation
plants is a result of an acceleration
of efforts to reduce greenhouse gas
emissions and to diversify energy
sources away from oil and gas.
Doubts about long-term demand
for oil products and growing confidence in the cost effectiveness of
renewable energy are also fuelling
the region’s energy transition.
Renewables on the rise
The outlook for renewable energy
project opportunities in the Mena
region is bright. Some $104bnworth of renewable energy projects
are planned, of which about
$21.5bn are at the contract tendering stage and are likely to lead to
contract awards in 2021 and 2022.
Of the remaining $82.4bn of
planned projects, only about
$4.1bn are at an advanced stage of
design, with the vast majority, some
$78.3bn of projects, still under
study. Many of these may not go

ahead or could change substantially
in scope. In Algeria, for example,
its $42.1bn of planned renewables
projects is the region’s biggest
pipeline, but some $41.9bn are still
under study and may not happen.
Opportunities abound, however – particularly in Saudi Arabia.
According to the Middle East
Energy Transition report, Saudi’s
$18bn renewables projects pipeline
offers the best prospects, with some
$13bn of renewable energy projects
at or close to the tendering stage.
Green hydrogen
The report identifies hydrogen fuel
as an important emerging element in
the Middle East’s energy landscape.
The use of hydrogen fuel in electricity generation emits only water
vapour and no carbon dioxide.
Moreover, hydrogen can help decarbonise gas-fired power plants.

In November, the next installment
of the Climate Change Summit
takes place in Scotland. COP 26 will
see political and business leaders
come together in Glasgow with scientists to discuss the next iteration
of the international Climate Change
Agreement, and Middle East governments will play a prominent role.
The event coincides with Dubai
Expo 2020, which has future energy and future mobility as its themes,
and which signals the UAE’s intention, along with Qatar and Saudi
Arabia, to be a leading player in the
future of global energy.
The shift away from fossil fuels
is also one of the region’s biggest
challenges. Cutting CO2 emissions
to net zero, diversifying energy
sources away from oil and gas, and
reducing consumption requires
transformation in all areas of life. At
the same time, governments must

“The desire for a ‘green’ recovery from Covid
has led to a wave of ventures and projects to
produce hydrogen fuel in the Middle East”
An estimated $42bn-worth of
green hydrogen-related projects are
being planned across the Mena region – and project announcements
have become increasingly frequent
over recent months. These include
both high-level memorandums of
understanding comprising studies
expected to lead to project opportunities in the future, and agreements
related to a specific project with
details on the type, location and
capacity of the planned facilities.
Energy transition is now among
the highest policy priorities for
the Middle East’s oil producers,
which have been hard hit by low oil
prices since 2015 – a knock set to
be exacerbated by the decline in oil
demand growth predicted by 2040.

ensure adequate power and water
to meet the needs of growing populations and expanding economies.
Undimmed by the impact of Covid-19, electricity demand is rising
by about 5 per cent a year across
the Mena region, and with a shortage of gas supplies and the need to
decarbonise, expanding renewables
capacity is top of the agenda.

This article is based
on MEED’s Middle
East Energy Transition 2021 report.
Visit buy.meed.com/
product/middleeast-energy-transition2021 to learn more
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issue of MEED
Business Review

THE DAWN OF THE
HYDROGEN ERA
By Jennifer Aguinaldo

Risks
abound from
developing
green
hydrogen
capabilities,
but so do
potential gains

W

HYDROGEN PRODUCTION
COSTS BY SOURCE
Source
Natural gas

Production costs
($/kg)
0.9-3.2

Natural gas with CCUS

1.5-2.9

Coal

1.2-2.2

Renewables

3-7.5

CCUS=Carbon capture utilisation and storage.
Source: IEA (2020)
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ith an addressable market
worth up to $12tn by 2050
in the utilities industry alone,
the race is on to build at-scale
facilities producing green hydrogen and its derivatives.
Favourable and cheap renewable energy sources, proximity
to demand centres such as
Europe, and the experience of
hydrocarbon-exporting firms
all place certain Middle East
and North Africa (Mena) countries in a strong position to
meet rapidly growing demand
for green hydrogen in light of
the public and political push
to decarbonise and achieve the
1.5°C Paris Agreement goal.
The Hydrogen Council expects Mena countries to compete with South America and
Australia in supplying green
hydrogen to main demand centres that include Japan, South
Korea and EU countries.
Morocco began exploring
green hydrogen in 2018, the
same year state utility Dubai

Electricity & Water Authority
(Dewa) awarded a public-private partnership (PPP) contract
to develop a pilot green hydrogen plant at the Mohammed bin
Rashid solar park.
However, it was the announcement in July 2020 of
the $5bn Helios green fuels
project in Neom, Saudi Arabia,
that left no doubt about the
future role that green hydrogen
will play in the region’s ongoing energy transition.
Since then, several Mena
entities and governments
have signified their intention
and plans to develop capabilities. Abu Dhabi has formed a
Hydrogen Alliance and several
multinational firms have initiated projects in Egypt, Abu
Dhabi, Jordan and Oman.
World’s cheapest renewables
On 8 April, Saudi Arabia set
two world records for unsubsidised solar power production
costs: one project achieved

a levelised cost of energy of
$cents1.04 a kilowatt-hour ($c/
kWh), while the second project
reached 1.239 $c/kWh.
This bodes well for the
kingdom’s plan to become a
major green hydrogen exporter.
Energy Minister Abdul Aziz bin
Salman stated in February that
Saudi Arabia can export green
hydrogen to Europe via a pipeline, “if economics allow for it”.

largely prohibitive compared
with hydrogen produced as
a byproduct of the fossil
fuel industry.
“At a [renewable energy]
price of 1 $c/kWh and electrolyser capital expenditure
(capex) of under $300/kW,
our analysis suggests it would
be possible to produce green
hydrogen at or below $1 a kilogram,” says Brendan Cronin,
management consulting head
for the Middle East at Afry.
“Electrolyser capex at this
level is aggressive, but there
is a strong likelihood of cost
declines as production capacity
and deployment scales.”
This hypothetical cost is lower still than the HyDeal initiative
goal of $1.76/kg, inclusive of
transmission and storage costs,
which a group of international
companies are aiming to reach
across Europe by 2030.
The recent solar prices in
Saudi Arabia open up possibilities for the Middle East to
become an exporter of products based on green hydrogen,
though this is conditional on the

“A sharp decline in renewable energy costs
is expected to exert downward pressure
on green hydrogen production costs”
Green hydrogen is produced
through water electrolysis using
renewable energy, with water –
if desalinated – being produced
using renewable energy as well.
Thus, a sharp decline in renewable energy costs is expected to exert downward pressure
on green hydrogen production
costs, which today remain

ongoing development of carbon
pricing and taxation models
around the world.
“The key requirement is for
the destination market to have a
high carbon price, to make the
project economics viable,” says
Cronin. “We see a carbon price
of well over $50 a tonne of
carbon dioxide being required

in most instances to make an
export project viable.”
Local carbon-pricing regimes
will also need to be developed,
both to facilitate the in-country
adoption of green hydrogen and
realise its promise to decarbonise polluting industries, as well
as for countries in the Mena
region to emerge as credible
export suppliers.
Hydrogen infrastructure
Alongside these structural challenges for the hydrogen market
are the broader challenges
associated with scaling up the
accompanying infrastructure.
“Ultimately, the expansion of
renewable energies alone is not
enough to achieve the goal of
decarbonised energy systems,”
says Dietmar Siersdorfer, managing director, Siemens Energy
Middle East and UAE. “It needs
solutions to store, transport and
convert energy from solar and
wind power.”
At least three large-scale
projects for green hydrogen
and derivatives production
have been announced across
the Mena region, in addition to
several other pilot schemes.
This pipeline is expected to
expand quickly if the pace of
projects announced over the
past four months is anything to
go by. Globally, there are more
than 200 planned large-scale
projects across 30 countries
that are expected to require
investments of up to $300bn
by 2030, based on Hydrogen
Council data.
This value will be invested
“not just to deploy what remains
an embryonic value chain, but
also to achieve economies of
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scale, to bring down costs right
across this chain, from hydrogen’s production to its end-uses
in the industrial, mobility and
energy sectors”, according to a
report by French asset management firm Natixis.
Yet so far, these projects require an enabling environment,
both domestically and globally,
in order to succeed.
“Developing meaningful
projects requires us to bring
together people and teams that
did not work together before,”
says Siersdorfer.
“To accelerate the scale and
reach of the green hydrogen
industry, a broad partnership
framework will be key.”
The large number of projects
being pursued improves the
likelihood of success, creating
a significant pull for potential
imports as well as for other
projects to encourage both the
production and use of hydrogen, explains Siersdorfer. “This
change requires government
support and innovation.”
However, public sector commitment so far only amounts to
$70bn of the total investment
of $300bn that is expected by
2030. This underscores the
extent of the challenge facing
private finance.
Hydrogen economy risk
Challenges for project developers and potential capital
providers include technical
risks in the construction and
operation of electrolysers,
competition from established
equipment and technologies,
and overcapacity.
On the one hand, it is
necessary to ramp up electrolyser production to allow for
scale effects and to bring the
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MENA GREEN HYDROGEN PROJECTS
Country

Project

Status

Siemens green hydrogen pilot project

Study

Deme green hydrogen plant

Study

PDO block six green hydrogen project

Study

Deme-OQ Hyport Duqm phase one

Design

Deme-OQ Hyport Duqm phase two

Study

Sohar Port/Port of Rotterdam green hydrogen hub

Study

Acme-Tatweer Sezad green ammonia plant

Study

Neom Helios green fuels project

Design &
early works

Dewa green hydrogen pilot project

Execution

Mubadala/Snam green hydrogen projects

Study

DoE/Masdar plus five firms pilot project

Study

Morocco

OCP green ammonia pilot plant

Study

Jordan

Fortescue Metals Group green hydrogen project

Study

Egypt

Oman

Saudi Arabia

UAE

Mena=Middle East and North Africa; Deme=Dredging, Environmental & Marine Engineering Group;
PDO=Petroleum Development Oman; Sezad=Special Economic Zone Authority at Duqm;
Dewa=Dubai Electricity & Water Authority; DOE=Department of Energy (Abu Dhabi). Source: MEED

cost down. Capacity needs
to increase from 0.3GW to
5,000GW by 2050, according
to a forecast from the Abu
Dhabi-based International
Renewable Energy Agency.
On the other hand, there
is a need to gain operational
experience with the equipment
in different environments,
including in the Middle Eastern
climate, says Siersdorfer.
There is also the so-called
double counterparty risk,
whereby green hydrogen is
sold to an end-user under a
long-term hydrogen purchase
agreement that must closely
reflect the power-purchase
agreement between the electrolyser’s operator and the
producer of the low-carbon
electricity used for the production of green hydrogen.
“Within this framework,
the challenges and threats are
much the same as for the development of renewable energy
projects, but in effect they are
doubled up, given the exist-

ence of this dual physical and
contractual chain,” according
to Natixis.
In the interim, GCC states
such as Saudi Arabia and
the UAE are pursuing a
two-pronged approach that
includes expanding blue hydrogen production.
The risks associated with
less mature green hydrogen
should not deter investments,
says Frank Wouters, global
hydrogen lead at Worley.
“Why leave the market to
others?” he says. “I believe that
green [hydrogen] will grow
faster than some think and will
be cost competitive with blue
[hydrogen] within a decade.
“The question investors have
to ask themselves is whether
they want to risk investing in
a blue hydrogen facility that
may not be competitive in such
a short timeframe. As a risk
hedge, they need to stretch the
capture rates to the maximum
and at least go for best available technology.”

GREEN DREAM
The rise of hydrogen as a post-fossil-fuel green alternative anticipates a
significant decrease in the cost of its production over the next 30 years
GREEN HYDROGEN PRODUCTION PRICE TRAJECTORY
$/kg
8

7.5

Green hydrogen cost range
Full grey/blue hydrogen cost range
Typical grey/blue hydrogen cost range

7

6

The current cost of green hydrogen ranges from
three times more expensive than more conventional
hydrogen to a price parity with the most expensive
conventional hydrogen produced today

5

4

3

$1.76/kg is the price targeted
by 2030 by the European
HyDeal partnership

3.2 Maximum

3.0

2.7 Maximum

2.5
1.76

2

1.5 Minimum

1

0.9 Minimum
At a price below $1/kg, green hydrogen
will become cost competitive with the
cheapest conventional hydrogen

0
2030

2020

$12tn

Value of hydrogen
in the utilities
sector by 2050

$10tn
Value of
hydrogen as a
fuel by 2050

Sources: Cranmore, IEA, S&P, PwC, MEED

1.3
0.7
2050

530

Million tonnes
of hydrogen fuel
demand by 2050

$5bn
Value of the
Helios green
fuels project
in Neom

Market Talk

Dietmar Siersdorfer
Middle East and UAE
managing director,
Siemens Energy
Key takeaways:
■ There will be a greater

integration of industries
that do not traditionally
work with each other

■ Gas technologies will play

a fundamental role in the
energy transition

■ Digitalisation will be a key

accelerator in efficiency
and decarbonisation
across multiple industries

In partnership with

Driving deep
decarbonisation
across all sectors
The energy value chains of the
future will look quite different
What does the future of the energy
transition in the Middle East and
North Africa look like?
Everything starts with renewable
energy, which will increasingly become
a major part of the overall energy mix.
But the fight against climate change requires the decarbonisation of economic
systems worldwide. This will not only
affect the energy industry, which accounts for around 40 per cent of global
carbon dioxide emissions, but also the
other sectors such as transport and industry, which account for the other 60
per cent of carbon dioxide emissions.
With more renewables, we will see
a greater integration of industries that

PARTNERSHIP PUBLISHING

don’t traditionally work together. This
‘sector coupling’ is an efficient way to
significantly increase the share of renewable energies used in other sectors,
especially industries that are difficult to
electrify, including industrial and transport. Against the background of low-cost
electricity from solar photovoltaic (PV)
and wind power in the region, there is
huge potential to store excess generation, and even convert it into hydrogen
and further into chemicals.
In the long term, the regional exporters of oil and gas might change
to become exporters of hydrogen and
products based on hydrogen.
The energy value chains of the future
will look quite different. Renewable energy producers will need to collaborate
with technology providers, chemicals
producers and end-product manufacturers to refine the value chain and
enhance efficiency and reliability.
It’s important to take a holistic view
on the objectives and take the right
steps at the right time. Technologies are
available and will mature further over
the years to come. The energy transition
will not happen overnight. It’s a journey
where the industry, governments and
society have to work together, find the
solutions and define the path to go
there together.
Which technologies in particular offer
the greatest potential for immediate
returns in terms of energy efficiency
and decarbonisation objectives?
One of the fastest ways to improve
efficiency and decarbonisation is by
transitioning from burning coal or oil
to natural gas. Modern combined-cycle gas turbine power plants already
achieve an efficiency of over 60 per
cent, while coal-fired power plants
typically achieve only between 30-40
per cent or up to 45 per cent in modern
supercritical systems.
Gas technologies will play a fundamental role in the energy transition and
help to balance the fluctuating supply

of renewable energy whilst providing a
stable foundation for further renewables development.
But we must also ensure the longevity
of these gas assets given their large
capital requirements. We are producing
industrial gas turbines that can currently co-fire up to 75 per cent of green
hydrogen with modern dry low emission
combustion systems.
We strive for 100 per cent co-firing
across our portfolio by 2030. This provides a path to increase efficiency and
lower emissions, whilst being ready for
the decarbonised fuel requirements of
the future.
Digitalisation will also act as a key
accelerator in efficiency and decarbonisation across multiple industries and
processes. By utilising digitalisation
technologies, we can enhance reliability
and availability of assets, and support
maintenance through predictive capabilities, thereby reducing costs as well
as emissions.
In industrial sectors, utilising decarbonised heat and industrial processes
will be vital to increase efficiency and reduce CO2 emissions and will be crucial
for fighting climate change.
How are companies such as Siemens
Energy best placed to help?
As an experienced and reliable partner
in major projects, we work with our
customers around the world to devise
concepts, or Energy Roadmaps, that
range from the modernisation of existing infrastructures and the construction
of new facilities to the provision of
complete energy systems.
As a trusted technology provider, we
are working with our partners to shape
the future of power supply. We partner
on ambitious projects like inter-grid connections between different countries, to
ensure that regions with energy abundance and low costs can export energy
to regions without power access.
With a majority stake in Siemens
Gamesa Renewable Energy, a leading

wind power producer, we are growing
renewable energy capacity around
the world.
Together with strong financing and
development concepts, we offer comprehensive solutions that make energy systems cleaner, more sustainable, and increase their value. With
the help of our expertise as a digital
technology company, we tap new potential – in the areas of development,
manufacturing, and service.
Through a focus on innovation and
collaboration we are decarbonising
a variety of sectors, even traditionally carbon-intensive sectors like
petrochemicals. Siemens Energy
is working with Technip Energies to
commercialise rotating olefins cracker
technology that can significantly decarbonise plastics production.
Our partnerships extend from
other companies to governments and
inter-governmental agencies. Together
we are innovating technologies and
concepts that will both energise and
decarbonise society. A lot of new partnerships will evolve as we can only
find the solutions together and this
also creates new opportunities.
It’s one of the greatest challenges
we face to make the world a better
place for the future generations.
But it is an exciting challenge and
we already possess all the required
resources in our hands, hearts
and minds.

“The energy
transition will
not happen
overnight.
It’s a journey
where the
industry,
governments
and society
have to work
together, find
the solutions
and define
the path to go
there together”

–––
Dietmar Siersdorfer,
Siemens Energy

2030
Year by which Siemens
Energy is working to
ensure its gas turbines
can handle up to 100
per cent hydrogen
Siemens Energy, Dubai Electricity & Water Authority and
Expo 2020 Dubai have collaborated to establish the region’s
first solar-powered green hydrogen plant at the Mohammed
bin Rashid al-Maktoum Solar Park in Dubai

PARTNERSHIP PUBLISHING

DECARBONISATION AGENDA
As regional governments turn their attention towards net-zero
carbon targets and initiatives, innovative decarbonisation
projects are becoming a must for every industry and sector

SIEMENS ENERGY EXAMPLE PROJECTS:

21%

GLOBAL EMISSIONS

GREEN JET FUEL PLANT FOR
LUFTHANSA AND ETIHAD
AIRWAYS; ABU DHABI, UAE

TRANSPORT
SECTOR

WIND TO E-METHANOL PILOT
SCHEME; HARU ONI, CHILE
OUTPUT:
750,000 litres of e-methanol a year by 2022
130,000 litres of e-gasoline a year by 2022
NEXT PHASES:
55 million litres of e-gasoline a year by 2024
550 million litres of e-gasoline a year by 2026
(Enough fuel for over 1 million private vehicles)

24%

GLOBAL EMISSIONS
SIEMENS ENERGY EXAMPLE PROJECT:

EMIRATES GLOBAL ALUMINIUM
POWER PLANT; DUBAI, UAE
OUTPUT:
600MW H-Block power plant
SAVINGS:
10% lower greenhouse gas emissions

(Equivalent to 17 million planted trees a year)

58% decrease in NOx emissions

(Equivalent to 850,000 fewer vehicles on the road)

Source: Siemens Energy

INDUSTRY
SECTOR

15%
GLOBAL EMISSIONS

OTHER
SOURCES

SIEMENS ENERGY EXAMPLE PROJECT:

GREEN HYDROGEN PROJECT WITH
DEWA AND EXPO 2020 DUBAI
The Middle East’s first solar-driven
hydrogen electrolysis facility

40%
GLOBAL EMISSIONS

SIEMENS ENERGY EXAMPLE PROJECTS:

ELECTRICITY
PRODUCTION

COMBINED-CYCLE PLANTS IN
BENI SUEF, BURULLUS AND NEW
ADMINISTRATIVE CAPITAL; EGYPT
OUTPUT:
Over 40% increase in Egypt’s national
power generation capacity
SAVINGS:
30% lower CO2 than the global average
for power generation

HYBRID SOLAR AND BIOFUEL
PLANT; GALAPAGOS ISLANDS
OUTPUT (MONTHLY):
114 MWh energy per photovoltaic cell
99% grid availability for a UNESCO
World Heritage Site power plant
SAVINGS (MONTHLY):
42 tonnes of diesel
134 tonnes of CO2 emissions

Expo 2020

WALKING THE TALK

Spotlighting pavilions that are inspiring change at Expo 2020

S

ince its launch on 1 October
2021, Expo 2020 has served
as a space to spark conversations and motivate generations.

Every participating nation and
organisation at the megaevent has
brought to Dubai a unique message,
with the aim of encouraging positive

TALES OF EMPOWERMENT
In collaboration with international jewellery brand Cartier, the Women’s pavilion
highlights the integral role that women
have played in shaping societies throughout history until the present day. Highlighting both male and female achievers,
the pavilion is designed as a space for
meaningful discussions in women empowerment and gender equality.

The Solutions Room highlights global
initiatives enabling women to thrive

ENGAGING CHILDREN AND YOUTH
The Dubai Cares pavilion features interactive exhibits designed to share its core
message of learning with children, youth
and educators. Various zones within the
pavilion convey this through the use of
digital screens, virtual reality headsets
and interactive activities. Visitors are also
encouraged to participate in the Dubai
Cares movement and learn about the
ways in which they can make a difference.

The ‘Skills of the Future’ zone features
six futuristic space pods that have an
intelligent simulator system

30 \ YB 2022

change through their exhibits. Here
is a look at some of the pavilions
that are walking the talk when it
comes to enabling conversations:

COLLECTIVE CHANGE
Designed to inspire its visitors, the Good
Place pavilion is a space that showcases
change-makers selected under Expo
2020’s Expo Live programme. The
pavilion, designed by Emirati architect
Ahmad Abdulrahman Bukhash, highlights
the work of grassroot innovators funded
by the programme’s $100,000 grant, including Picha Eats (Malaysia), WheeLog
(Japan) and Meet My Mama (France).
The Expo Live Innovation Impact Grant
Programme has funded 140 initiatives
from 76 countries after receiving more
than 11,000 applications

A DIGITAL WAY OF THRIVING
The idea behind Estonia’s presence at
Expo 2020 is to promote the positive
impact of e-solutions. Digital is said
to be in the DNA of Estonians. By
spotlighting key innovations from home,
Estonia hopes to enlighten visitors on
the transformative power of digital
development to create forward-thinking,
inclusive communities.

The interior of the Estonian pavilion is
inspired by data clouds and the basis of
Estonian e-solutions: X-Road

THE FUTURE OF LIVING
The German pavilion is keen to encourage awareness of solutions to challenges facing cities globally. The pavilion
includes 36 creative exhibits linked to
sustainability, grouped in “labs” dedicated
to the topics of energy, cities of the future
and biodiversity. Three themed areas –
the Energy Lab, Future City Lab and the
Biodiversity Lab – are designed to raise
awareness of the importance of sustainability both for today and tomorrow.
In ‘Campus Germany’, visitors follow
a ‘curriculum’, enabling them to
deepen their knowledge as they go
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CIRCULAR SYSTEMS
The Terra pavilion anchoring the Expo’s
Sustainability district is a technological
and architectural marvel. Its central
440-feet wide steel canopy hosts more
than 1,000 solar panels that, along with
the 18 ‘energy trees’ surrounding it, can
generate upto 4 gigawatt hours of power
a year. The energy generated is currently
used to power the structure’s cooling
systems, water harvesting and recycling.
Terra will stay behind in District 2020 as
a science and learning museum.
Visitors to Terra are taken on a journey
telling the story of humankind’s
relationship with nature

UNITING WATER, ENERGY AND FOOD
In a bid to display innovative solutions in
water and energy technologies in the agriculture sector, the Netherlands pavilion
is centred around a circular, sustainable
‘biotope’. The structure, dubbed as a
harvesting machine, collects water from
the surrounding air, energy from the sun
using solar panels and grows mushrooms
within the cone. Moreover, materials used
in the pavilion are largely organic and
most of it will be reused post the Expo.
Visitors are handed umbrellas that turn
into projection screens illuminated with
how the Netherlands pavilion was created

HARNESSING DATA AND EXPERTISE
The DP World pavilion is designed
around the theme of ‘making trade flow’.
The pavilion allows visitors to explore
the movement of commerce around the
world as a basis for the global economy.
It also highlights solutions that improve
the efficiency and agility of logistics networks, including a replica of a Hyperloop
pod. The pavilion will stay behind in
District 2020 as an education institute.
Mehak Srivastava
The DP World pavilion is aiming to open
the world of trade and logistics to highschoolers to expand their career choices
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The Power of
→ Commitment

At GHD, we recognise that the world is changing faster
than ever before. We are committed to tackling the
planet’s biggest challenges in energy, natural resources
and the communities of the future.
→ ghd.com

Banking & Finance

LENDERS CONFIDENT
ON OUTLOOK FOR 2022
Banks in the Middle East and North are looking to return to greater stability,
although the future retains unknowns and the risk of fresh challenges

A
5-6%

GCC maximum nonperforming loan ratio in
2022 as forecast by S&P

4.1%

IMF forecast for real GDP
growth in the Mena region
in 2022

34 \ YB 2022

cross the Middle East and North
Africa (Mena) region, banks are
looking to reacquaint themselves
with stability in 2022, smoothing out
some of the fluctuations the pandemic
has delivered.
After the lockdown in 2020 quelled
economic activity, the following year saw
sharp changes reflective of the ‘catchup’ effect. A bit of stability would not go
amiss in these circumstances.
The new Omicron variant of Covid-19
remains a potentially seismic challenge
for the banking and finance sector. Were
it not for that risk factor, the consensus
view is that lenders would be looking
forward to better times on the back of
strong oil prices and resurgent economic

confidence. Assuming the impact of the
new variant can be contained, a series
of key themes will be supportive of the
region’s banking sectors in 2022.
GCC buoyancy
In the GCC at least, higher oil prices will
strengthen sovereign fiscal positions
and ease funding pressures. As the US’
Moody’s Investors Service noted in a
2022 outlook, improvement in the fiscal
condition of governments supported by
higher oil prices will continue to uphold
high capital buffers and solid profitability
for banks.
GCC banks remain largely depositfunded and enjoy high levels of liquidity
buffers. On the other hand, Moody’s

cautions that a gradual phasing-out of the
deferred loan programmes will lead to
higher problem loans – even though asset
quality will be stable.
There could be good news for GCC
banks on the earnings front in 2022.
“We can expect to see higher year-onyear earnings next year mainly driven
by cost optimisation efforts and higher
lending led by strong economic activity,”
says Junaid Ansari, senior vice-president
of investment strategy and research at
Kuwait-based Kamco Invest.
Earnings improvements for the sector
will be mainly led by lower loan loss provisions. “The year 2020 witnessed record
impairments booked by banks owing to
the pandemic,” says Ansari. “However,
after the marathon vaccination effort and
the resumption of economic activity to
almost full capacity barring a few sectors,
the need for impairments would be in line
with normal business activity.”
The US’ S&P Global Ratings expects
the profitability of GCC banks to stabilise
in 2021-22 after an improvement in the
first half of 2021. The agency anticipates
a 4 per cent GDP growth in 2022, in part
facilitated by increased credit growth.
That ties in with IMF forecasts for the
Mena region as a whole, where it sees
real GDP growth of 4.1 per cent for 2022.
This being the case, the basis is there
for stronger banking performances. Yet
there are some caveats that could affect
profit growth. According to Ansari, the
GCC’s cost-to-income ratio in the third
quarter of 2021 was 400 basis points
higher compared with the pre-pandemic
level, an increase mainly led by higher
staff expenses and general and administration expenses.
One factor here is elevated bank bonuses. Whereas pandemic-hit 2020 saw
very few bonuses paid out to staff, banks
compensated for this somewhat in 2021
with more generous payouts to staff. That
may continue into 2022.
But the key factor behind the higher
profits witnessed in 2021 is the lower
loan loss provisions compared with 2020.

GCC BANKING ASSETS AND LOAN-TO-DEPOSIT RATIOS
$bn
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In the third quarter of 2021, the average
increase in net profits in the GCC banking sector was more or less equal to loan
loss provisions of about $1bn, says Ansari.
Looking ahead
The picture on asset quality in 2022 is
varied. S&P expects the GCC’s nonperforming loan (NPL) ratio to rise in the
next year without exceeding 5-6 per cent,
compared with 3.8 per cent in mid-2021.
Even within the GCC there are differences. For example, the UAE and Bahrain
are less well-positioned than others.
According to Kamco Invest, NPLs for
UAE banks remain highest in the GCC,
at 6 per cent of aggregate gross loans at
the end of the third quarter of 2021. On
the other hand, Qatari banks reported the
lowest bad loans on their books, at 2.5
per cent in the same period.
“Banking sector balance sheets remain
strong at the aggregate level, although
some banks remain vulnerable, especially
those with relatively higher bad loans on
their books,” says Ansari, who points out,
however, that capital buffers are largely
adequate at the country level.
One factor in favour of Mena banks
is that in general, loan-to-deposit (LTD)
ratios are below the global average. That
leaves them with more scope to increase
lending if economic activity revives. Low
LTD ratios provide ample space for banks
to cover bad loans.

“Earnings
improvements for the
sector will
be mainly
led by lower
loan loss
provisions”
YB 2022 \ 35
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GCC BANKING LOAN LOSS PROVISIONS
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If economic growth revives at a
healthy clip, banks should have the extra
capacity to raise lending output without
needing to raise debt or affect their capital buffers and liquidity levels.
“The withdrawal of Covid-19 related
support measures should not come as a
shock to the banking system as most of
the banks have expensed the bulk of the
bad loans over the past few quarters and
what remains is slightly more than the
long-term average,” says Ansari.

“There is
a risk that
higher
interest rates
anticipated
from the
US Federal
Reserve
in 2022
could lead
to reduced
credit uptake”
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Mixed results
Beyond the Gulf, the outlook in 2022
looks more mixed. Lebanon, a traditional
Mena banking centre, is facing a continued contraction in banking activity as
financial losses pile up.
According to Beirut-based Bank Audi
Research, the consolidated balance sheet
of Lebanese banks suggests a continuing
decline in deposits and loans. With the
country in the midst of a major economic
crisis – central bank foreign assets hit
a 13-year low of $18.9bn at the end of
September 2021 – deposits contracted by
$6.7bn in the first nine months of 2021,
Many Lebanese lenders will be looking
nervously to what 2022 holds. The
government, under the pressure exerted
by an IMF rescue programme, needs to
chart a way of resolving the losses in the
financial system. According to the US’
Goldman Sachs, foreign exchange liabilities in the banking sector stand at a hefty
$70bn, which is more than five times

higher than the $13bn in usable reserves
held at the central bank.
Egypt, in contrast, looks much better
placed heading into 2022. Where Lebanon’s rupture with the GCC has had negative consequences, Cairo’s strong links
to the Gulf are yielding material benefits
for its funding outlook.
At the end of October, Saudi Arabia’s
finance ministry announced it had
deposited $3bn with the Central Bank of
Egypt and extended the term of another
$2.3bn in deposits. That should help
reassure investors concerned about a
sudden withdrawal of Gulf deposits,
which stand at $15bn.
Egypt’s banks also look well-positioned.
As Fitch Ratings has noted, some local
lenders significantly front-loaded their
provisions in 2020, leading to stronger
impaired loans coverage ratios. The
agency said higher stage 2 loans ratios
for some banks indicate more conservative loan classification policies rather
than weaker underlying asset quality.
Looking ahead, the Mena region’s
strongest banking sectors can be confident about what the next year holds.
Saudi Arabia is seeing a sharp rise in
mortgage loans and major projects associated with the Vision 2030 programme.
But there are reasons for caution. As
the IMF has warned, Covid-19 has left a
legacy of impaired debt service capacity
and exacerbated debt overhang in many
firms. If unaddressed, this could prompt
financial stability risks and a prolonged
period of weak economic performance.
Alongside the unknowns such as the
Omicron effect, there is also a risk that
the higher interest rates anticipated from
the US Federal Reserve in 2022 could
lead to reduced credit uptake, although
some banks will also benefit from higher
net interest margins.
For the moment, Mena banks can face
the next year with greater enthusiasm
than any time since 2019. But those
unknowns mean few will be in position to
fully relax as 2021 comes to a close.
James Gavin
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PROJECT FINANCING

PROJECT FINANCE
ACTIVITY INCREASES

A

With a slew of renewables deals, regional project
financing is creeping back towards business as usual
fter the relatively thin offerings witnessed
in pandemic-hit 2020, project funders in
the Middle East and North Africa (Mena)
region will have been looking to 2021 to
deliver something better. To an extent, this
has occurred.
A slew of projects in areas such as power,
water, nuclear energy, renewables and
social infrastructure have sought nonrecourse funding. But ambition is not
always met by reality, and deal flow could
fall short of the more optimistic prognoses
seen at the start of the year.
With economic fortunes returning across
much of the Mena region, particularly in
the Gulf states and Egypt, activity has started to creep back into the project finance
market this year.
In January 2021, financial close was
reached on a limited-recourse financing
worth about $1bn for the 2GW Al-Dhafra
photovoltaic 2 solar project in Abu Dhabi
(PV2), supporting a consortium comprising
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France’s EDF Renewables, China’s Jinko
Power HK, and the UAE’s Abu Dhabi National Energy Company (Taqa) and Masdar.
Once constructed, PV2 will be the largest
single project solar plant in the world. The
lending group comprised BNP Paribas,
Mitsubishi UFJ Financial Group, Standard
Chartered Bank, Sumitomo Mitsui Banking
Corporation, Bank of China, Credit Agricole
Corporate & Investment Bank and HSBC.
Increasing activity
The summer months also saw some big project financings linked to renewable energy.
In August, six local and international financial institutions agreed to provide $600m in project financing for the
1,500MW Sudair solar photovoltaic (PV)
scheme in Saudi Arabia, financed on a 66:34
debt-to-equity ratio.
The solar plant, Saudi Arabia’s largest,
is expected to begin commissioning in the
second half of 2022 and will require invest-

ment of about SR3.4bn ($900m), based on a
levelised cost of electricity of 1.239 $cents
a kilowatt-hour.
In July, six local and international banks
agreed to provide financing for Saudi Arabia’s Jubail 3B independent water project.
The planned project will have a capacity of
570,000 cubic metres a day and is expected to enter commercial operation in 2024.
More deal flow may be in the offing next
year from some of the region’s big hitters.
Saudi Arabia’s Acwa Power is seeking to
finalise the limited-recourse financing for
an ambitious green hydrogen joint venture
at the planned Red Sea city of Neom. About
80 per cent of the $6.5bn project will be in
the form of project finance.
Big international lenders have been absorbed by Saudi Aramco’s sizable pipeline
financings. Earlier in 2021, banks including Citi, HSBC and JPMorgan provided
$10.5bn in financing to fund the acquisition of the company’s oil pipelines.
Deal advisers are more upbeat about the
prospect of more deals getting under way
in 2022.
“Market sentiment is noticeably more
positive than it was only six months ago,”
says Matthew Escritt, a partner at law firm
Pinsent Masons’ Dubai office.
“A number of factors have meant that major GCC economies are now operating on a
much sounder fiscal footing, and certainly
in the UAE there is a sense that the worst
of the economic crisis caused by the pandemic is behind us.”
Short-term facilities
There remains a preference in the market for short-term facilities that can be
financed at relatively short order. The
Aramco oil pipe infrastructure funding is
one example, akin to bridge-type facilities
lasting three or four years.
This is a theme that was in evidence in
2020, with a renewed preference for the
soft mini-perm structure, where loan tenor
is long-term but incentives are put in place
to encourage the borrower to refinance.
“Soft mini-perms are widespread in the
Gulf. There is much more confidence in

their use, and a sense that both banks and
sponsors are comfortable with the refinancing risk,” says Escritt.
The financing for the Sudair PV scheme
in Saudi Arabia saw the senior debt structured as a soft mini-perm facility with a
tenor of 28 years, and both conventional
as well as Islamic tranches. It also included equity bridge facilities provided by the
banks that support the sponsor group’s
equity investment.
Late in 2020, the 900MW
Dubai Electricity & Water Authority phase five independent
power project in Dubai reached
financial close on a $520m debt
that was completely on a soft
mini-perm basis.

“Market
sentiment is
noticeably more
positive than
it was only six
months ago...
there is a sense
that the worst
of the economic
crisis caused by
the pandemic
is behind us”

Shifting interest
The change in the economic
climate this year could revive
interest in more traditional project finance structures, however,
with longer tenors potentially
coming back into favour.
One reason for the reversion
to longer tenor deals is the greater economic confidence in the
Mena region.
–––
“The quantitative easing that
has been going on around the
Matthew Escritt,
world from central banks has
partner at Pinsent
certainly enhanced liquidity and
Masons’ Dubai office
that is the main reason people
are not looking so much at
mini-perms,” says John Dewar, a partner
at Milbank, a law firm that has advised on
several major Middle Eastern project and
structured financings.
“In the leveraged and infrastructure
space, we are still seeing relatively shortterm bridge facilities either being refinanced
or taken out by bonds, including green
bonds,” he says.
Bond components could become more
prominent for forthcoming project financings in the solar power sector.
“There are quite a lot of investors looking
to ‘green up’ the portfolio and enter into
green loans and green bonds,” says Dewar.
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Acwa Power is looking
to refinance project
financing debt with
capital market
instruments structured
as green bonds

“There will be opportunities particularly
for solar and wind in the Middle East.
“A lot of banks are also looking to
improve their stats on green loans and
wanting to encourage borrowers to put
in place the requisite green loan policies
and reporting to enable the loans to be
categorised as green. That is certainly
a trend that we are seeing spread to the
Middle East markets,” he adds.
However, as ratings agency Fitch
notes, scaling up non-recourse project
bond issuance requires stable and transparent regulatory frameworks. Growth
in non-recourse bond issuances across
the region has been limited so far, the
agency says, despite significant infrastructure funding needs.
Establishing structures
In the Middle East region, project bonds
have yet to become a major factor, and
that could reflect concerns over completion risk. Further development of the
project finance market would require
a more transparent and supportive regulatory environment.
Other governments around the Mena
region could do well to follow the example set by the UAE.
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“It remains to be seen whether other
markets in the region will follow the
lead of Abu Dhabi in allowing tariff
resets at refinancing to encourage the
use of capital market instruments such
as bonds and sukuks,” says Pinsent
Masons’ Escritt.
“Use of such funding structures on
project finance deals is still something
of a novelty in the region, but major
players such as Acwa Power have
announced that they are looking to
refinance project financing debt with
capital market instruments structured
as green bonds.”
Another issue in the Mena region is
limited indigenous bank lending capacity. Regional lenders have traditionally
lacked the bandwidth to take a lead in
project financings.
“In terms of structuring the bigticket deals, they are still predominantly going to be led by US banks. Middle
Eastern banks are endeavouring to
get deal-makers to join their ranks,”
says Dewar.
The prominent bank deal-makers are
still in the US, European and Japanese
banks, so those institutions will continue to play on the bigger deals. But
when it comes to sub-$500m deals, regional banks will dominate the market.
Other challenges will also have to be
overcome. One issue that all deals are
grappling with is London Inter-Bank
Offered Rate (Libor) replacement and
the transition to risk-free rates (RFRs).
“On the one hand, banks need to contend with the risk of mismatch between
the floating rates used for the senior
debt and the facility-related swaps.
On the other, there is uncertainty as
to whether forward-looking Term Sofr
[Secured Overnight Financing Rate]
will ultimately replace RFRs that use
backward-looking compounding rates.
“This is particularly relevant in the
context of sharia-compliant funding
arrangements, where Term Sofr is seen
as a better fit,” says Escritt.
James Gavin
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Dubai’s
Department
of Finance
announced
new PPP
projects worth
AED25bn at
the inaugural
Dubai
International
PPP Conference

This report first
appeared in the
November 2021
issue of MEED
Business Review

PUBLIC-PRIVATE ACTIVITY
ENJOYS RECOVERY IN 2021

PHOTOGRAPH: DUBAI MEDIA OFFICE

D
42 \ YB 2022

Public-private partnership deals could play a critical role
in helping the region recover from the Covid-19 slump

ubai has marked itself out as a potential
hotbed of public-private partnership
(PPP) deals in the coming years, with the
government planning to push ahead with
more than 30 projects worth a combined
total of more than AED25bn ($6.8bn).
The figure was announced by the emirate’s Department of Finance on 10 October, at the inaugural Dubai International
Public-Private Partnership Conference.
The investment plans include seven
urban development schemes worth a combined AED22.6bn, 14 road and transport
projects worth AED2.4bn, and eight health
and safety projects valued at AED526m.
Further details on these projects are due
to be announced at a later date but, if they
all go ahead, they will take the total value
of existing and planned PPP projects in
the emirate to more than AED65bn.
Dubai’s ambitions are likely to be echoed in other parts of the region.

The fiscal squeeze caused by the Covid-19 pandemic, combined with growing
populations, means that governments
around the Middle East and North Africa
(Mena) region need to find new ways to
pay for the expansion and upgrading of
their infrastructure.
Growing trend
PPP deals are a logical way to reduce
the burden on already stretched public
finances, even if the Mena region has seen
relatively limited activity in the past outside of key sectors such as power, water
and transport.
“PPP has become the next innovative
trend for governments around the world
seeking to finance their infrastructure and
urban development projects,” said Abdulrahman Saleh al-Saleh, director-general
of Dubai’s Department of Finance when
announcing the latest plans.

If they are successful in attracting
the volume of private finance they are
seeking, governments could also find
that it helps to bolster some of their
longer-term economic plans, such as
diversifying economic activity away
from oil and gas revenues. It could
also assist with newer policy challenges such as addressing the impact of
climate change.
The signs are that the private sector
is willing to get involved.
Despite the economic travails caused
by the Covid-19 downturn, the number
of PPP deals has continued to increase
around the Mena region, although
activity is mostly focused in the Gulf
countries and a few other major economies, such as Egypt and Morocco.
The number of projects for which a
main contract has been awarded rose
from 32 in 2019 to 39 in 2020, and
there will be an estimated 93 this year,
according to data from regional projects tracker MEED Projects.
“The financing of key infrastructure
assets in the Middle East held up better
than expected at the start of the pan-

VALUE OF REGIONAL
PPP PROJECT
CONTRACT AWARDS
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demic,” says Christopher Bredholt,
vice-president and senior credit officer
at credit ratings agency Moody’s Investors Service.
“With the efforts to diversify their
economies, achieve climate goals and
bring in more private financing, there
will be a broader deal pipeline – with
renewables and water treatment showing strong activity.”
Saudi engagement
Among the other countries interested
in encouraging more PPP deals is Saudi
Arabia. The government in Riyadh is
hoping to conclude asset sales and
PPP transactions valued at SR206bn
($55bn) over the next five years, according to local investment bank Jadwa
Investment, with SR26bn targeted for
2021 alone.
This could be an important contributor to non-oil revenue in the medium
term and, if it comes to fruition, will
help the government with its plans to
diversify the kingdom’s economy away
from hydrocarbons.
In order to encourage activity, the
Saudi government introduced a regulatory framework for PPPs and privatisations in July 2021 via its Private Sector
Participation (PSP) law, which includes
measures to protect private companies
and foreign investors.
Jadwa Investment said it expects the
PSP law to improve the efficiency of
capital allocation and service provision
for the government.
However, recent history suggests
a cautious outlook is still warranted.
Saudi Arabia’s National Centre for
Privatisation & PPP (NCP) recently
announced the sale of two flour mills
for a total of about SR3bn, but it also
put the brakes on the planned privatisation of the Ras al-Khair desalination
and power plant – estimated to be
worth SR7.5bn – as a result of problems linked to the pandemic.
“Such an unforeseen delay will, most
likely, impact the targeted SR26bn in
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asset sales and PPPs expected to be
finalised this year,” said Jadwa Investment’s chief economist Asad Khan, in
a review of the Saudi government’s
preliminary budget statement for 2022,
which was issued in early October.
Regional performance
Beyond the Gulf, other parts of the
Mena region have also seen a mixed
performance in terms of PPP deals in
recent years, as highlighted by recent
data from the World Bank.
The organisation’s latest Private
Participation in Infrastructure report,
which focuses on activity in low- and
middle-income countries – and thus
excludes the GCC countries – said that
$1.2bn-worth of deals reached financial
close in 2020 in the 12 regional markets it covered.
This activity made the region one
of the few parts of the world to see an
increase in private sector involvement
in infrastructure last year, compared to
the year before. However, while the annual figure was 72 per cent higher than
the year before, it was also lower than
any of the six years before that.
Indeed, about two-thirds of the PPP
activity in 2020 was due to a single
project: the 800MW Noor Midelt hybrid
solar power project in Morocco. The
combined photovoltaic and concentrated solar power plant is being developed
as an independent power producer project using a build, own, operate, transfer
(BOOT) concession under a long-term
power purchase agreement between
the Moroccan Agency for Solar Energy (Masen) and a consortium of EDF
Renewables, Abu Dhabi Future Energy
Company (Masdar) and Green of Africa.
There have been peaks and troughs
in activity among non-GCC markets
since the turn of the century, with highs
of $5.6bn-worth of deals reaching
financial close in 2006 and $6.1bn in
2017, according to the World Bank. In
between those years, activity slumped
to a low of just $343m in 2011.
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The most important sector by some
distance has been energy, which has
accounted for 56.5 per cent of the
PPP transactions by value since 1990,
at $29.6bn.
Future growth
Looking ahead, there are an estimated
268 PPP projects expected to see a
main contract award between 2022 and
2026, according to MEED Projects,
with 176 in 2022 and a further 79 the
following year.
As well as BOOT contracts, these are
expected to include build, operate, transfer; build, own, operate; design, build,
operate, transfer and similar models.
The countries with the greatest
activity are expected to be in the Gulf,
led by Saudi Arabia, with 53 PPP deals
due in 2022 and 16 the year after that.
This is followed by Oman, with 29 deals
expected in 2022, and Kuwait, with 18
deals due in 2022.
The most important sector for PPP
activity over the coming five years
looks set to be water, with 68 deals in
the pipeline. This is closely followed
by the power sector, with 66 deals, and
construction with 65.
However, activity could yet be slowed
by geopolitical and security factors –
particularly in Iraq – and domestic legal
issues. Although PPP activity in the
region dates back several decades, the
legal and regulatory structures are in
some cases still in their infancy.
“PPP laws, bankruptcy laws and
the relaxation of rules on foreign
ownership are all supportive of more
private investment in the region, but
these laws are still relatively new and
untested,” says Bredholt.
“The activity may be tempered
somewhat by geopolitical risks, which
remain relevant for infrastructure
projects in the region.
“That said, strong project finance
contractual arrangements tend to
mitigate these risks.”
Dominic Dudley
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UAE SET TO LEAD THE
POST-COVID RECOVERY
Latest MEED Insight research report assesses the outlook
for the UAE projects market in the wake of Covid-19

T

he UAE is one of the
best-placed countries
in the world to lead
the recovery from the
pandemic. While sectors
such as aviation and tourism
remain deeply impacted, key areas
such as Dubai real estate and Abu
Dhabi’s oil and gas projects sector
are already returning to growth.
The UAE boasts the highest
sovereign credit rating of any
country in the region and has made
the most progress on Covid-19
vaccination. It led the world during
the pandemic in terms of testing
infrastructure. In October, the UAE
will be further boosted when Expo
2020 Dubai opens, symbolising the
world’s return to business in the
wake of the pandemic.
The IMF forecasts that the UAE’s
GDP will rebound to 3.1 per cent
growth in 2021, after crashing by
-5.9 per cent in 2020. It projects
2.6 per cent GDP growth in 2022.
The main caveat is the weakness
in the UAE’s projects market activity, which fell off markedly in 2020
and has remained subdued despite
high hopes at the start of the year.

As a hub for travel, trade and
business, as well as being one of
the world’s biggest exporters of
oil and gas, the UAE was doubly
exposed to the economic fallout
from the pandemic. Spending was
shut off to all but the most important projects. As a result, the value
of contract awards slumped 37
per cent to about $19bn of awards
in 2020, compared to $30.5bn in

crease borrowing, or draw from its
national reserves, the fiscal legacy
of the pandemic will force the
authorities to keep a tight rein on
spending. This will accelerate the
shift to alternative models such as
public-private partnership.
Spending will be spurred by new
oil and gas projects in Abu Dhabi
led by the Hail and Ghasha sour gas
programme. However, construction

“Companies can expect a recovery in project
spending in the UAE in the final quarter of 2021”
2019, and an average annual spend
of $34bn a year since 2011.
Companies can expect a recovery in project spending in the UAE
in the final quarter of 2021 and in
2022 as confidence returns. The
UAE has a pipeline of more than
$500bn of planned projects, many
of which are vital if the country
is to achieve the diversification,
investment and job creation objectives of its national visions.
The challenge is finance. While
the UAE is well-positioned to in-

sector expenditure is expected to
remain muted in 2021 and even
beyond until demand picks up and
oversupply dwindles.

MEED’s UAE 2022:
Opportunities and
Challenges report is a
comprehensive guide
for firms seeking to
work in the UAE. To
learn more, please visit
buy.meed.com/uae
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CAPITAL MARKETS PICK
UP MOMENTUM IN 2021
IPO activity increased towards the end of the year as regional governments
sought to raise money and inject momentum into local stock markets

W
7

New listings on Tadawul in
first 11 months of 2021

$1.2bn

Size of initial public
offering by Acwa Power
on Tadawul in October
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hile the region has not seen
a huge rush of initial public
offerings (IPOs) in 2021, there
is now a sense of momentum in the
market, particularly in the Gulf, after
several years of declining activity. Across
the Middle East and North Africa (Mena)
region, new listings were more numerous
in the second half of the year, with the
final quarter busiest of all.
There were four listings on the main
regional bourses in the first six months of
2021, according to consultancy EY, and
a further four in the third quarter alone.
Since the start of October 2021, there
have already been five listings and several others are likely to come to market
before the year is out.

The most active market has been the
Saudi Stock Exchange (Tadawul), which
welcomed seven new listings on the main
market in the opening 11 months of the
year, along with three on its Nomu parallel market. At least three more Riyadh
listings are in the pipeline, including the
bourse’s owner Saudi Tadawul Group
Holding Company – the Public Investment Fund (PIF) is due to raise $1bn by
selling a 30 per cent stake.
Debt markets
There were also two large listings on
the Abu Dhabi Exchange (ADX) in the
second half of 2021. In July, Al-Yah Satellite Communications Company (Yahsat)
made its debut on the Abu Dhabi bourse,

raising $731m. It was followed in October by Fertiglobe – a joint venture of Abu
Dhabi National Oil Company (Adnoc) and
Dutch firm OCI – which raised $795m.
There has also been one listing apiece
on the Egyptian Exchange (EGX) and the
Muscat Securities Market (MSM).
The largest IPOs have been on the
Tadawul including Saudi Telecom Company subsidiary Solutions by STC, which
raised $966bn in September, and Acwa
Power’s $1.2bn IPO the following month.
The Tadawul’s dominance in 2021
reaffirms the leading position it has held
for some time. Since 2018, it has hosted
24 new listings, far ahead of the secondplaced EGX with nine IPOs in that period. With a market capitalisation of about
$2.7 trillion, the Tadawul is more than
six times larger than its nearest competitor, the ADX.
“There is no stock market in the region
that matches the scale of activity on the
Tadawul, which, in turn, reflects the size
of the local economy and the high-networth investor base,” says Hasnain Malik,
head of equity research and strategy at
UK investment research firm Tellimer.
However, he adds: “If you look at freefloat market capitalisation to GDP, Qatar
and Kuwait were ahead of [Saudi Arabia
and the UAE]. In other words, proportionate to the size of their economy, they
already had quite deep stock markets.”

As well as being the most active IPO
market, the Tadawul has also been the
worst-performing bourse in 2021. The
Tadawul All-Share Index (Tasi) fell by
11 per cent from the start of January
to the end of November. The only other
exchange to record a fall was the EGX,
whose main index was down 2 per cent.
All the others saw healthy growth, most
notably the ADX, which was up 67 per
cent. The Amman Stock Exchange, Casablanca Stock Exchange, Dubai Financial
Market (DFM), Boursa Kuwait and Palestine Stock Exchange all posted growth of
20 per cent or more.

“The largest
IPOs have
been on the
Tadawul
including
offerings by
Solutions
by STC and
Acwa Power”

Direct listings
IPOs have not been the only route to
market for firms wanting to list shares,
however. Toronto Stock Exchange-listed
The Bitcoin Fund secured a secondary
listing on Nasdaq Dubai in June, making
it the first digital asset-based fund to be
listed in the region. Also taking an alternative path was UAE developer Alpha
Dhabi Holding, which joined the ADX
through a direct listing in June.
While the Tadawul and, to a lesser extent, the ADX have dominated IPO activity in 2021, other bourses have been keen
to take advantage of investor appetite.
Dubai has recently seen a string of
high-profile delistings, including DP
World, DXB Entertainment and Emaar

INITIAL PUBLIC OFFERINGS IN MIDDLE EAST AND NORTH AFRICA MARKETS
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Dubai’s deputy ruler has
announced plans to list 10
state-owned entities on the
Dubai Financial Market

“In November
this year, Iraq
completed
the sale of
a $683m
bond – its
first domestic
bond issuance
since the
2003 US-led
invasion”
48 \ YB 2022

Malls. In part to counter that, Deputy
Ruler of Dubai Sheikh Maktoum bin Mohammed al-Maktoum announced plans in
November to list 10 state-owned entities
on the DFM. Among the first will be Dubai Electricity & Water Authority (Dewa)
and the Salik road toll system. Emirates
airline is another possible candidate,
according to its president, Tim Clark.
“The delistings have resulted in each
case from a specific set of circumstances,” says Gregory Hughes, Mena IPO and
transaction diligence leader at EY. “The
number of new issuances will outweigh
such delistings in the future. He adds that
the “current pipeline is strong in Saudi
Arabia and the UAE particularly”.
More government-linked entities are
likely to be brought to market in Abu
Dhabi too. Yahsat’s owner, state-owned
Mubadala Investment Company, has
indicated it will look at spinning off more
firms on the stock market, following the
successful listing of the satellite firm.
There was also strong activity in the
debt markets in 2021, particularly in the
early months, when low interest rates and
weak oil prices acted as a spur to issuers.
Saudi Arabia issued a $5bn bond in January and sold a further €1.5bn ($1.8bn)
of debt to foreign investors in February,
some of which carried a negative interest
rate. Riyadh then issued $3.25bn in dualtranche bonds in November.
Among other sovereigns, Bahrain
issued $2bn of bonds in January, with
tenors of seven, 12 and 30 years. Oman

raised $3.25bn in January and issued a
$1.75bn sukuk (Islamic bond) in June.
Abu Dhabi sold $2bn of bonds in June
and a further $3bn in September.
There were some more novel issuers
too. The UAE federal government raised
$4bn in its debut bond sale in October.
The issuance attracted orders of more
than $22.5bn.
Beyond the GCC, sovereign issuance
was more subdued. Egypt tapped the
debt markets twice, with a $3.75bn
issue in February followed by a $3bn
Eurobond in September. In November,
Iraq completed the sale of a ID1 trillion
($683m) bond – its first domestic bond
issuance since the 2003 US-led invasion.
State entities
Numerous state-related entities also issued debt instruments. Among the larger
ones, in June, Saudi Aramco raised $6bn
in its first sukuk issue. Other regional oil
firms were frequent visitors to the debt
markets. Dammam-based Arab Petroleum Investments Corporation (Apicorp)
raised a $750m bond in February, as the
final part of a $3bn global medium-term
note programme. Oman’s OQ raised
$750m via a seven-year international
bond in April. Qatar Petroleum (since
renamed QatarEnergy) issued $12.5bn
of bonds in June.
Another Omani entity, Energy Development Oman (EDO), raised $2.5bn
in August in its first bond issuance. In
November, energy and minerals minister
Mohammed al-Rumhy said a second bond
issuance was on the cards for EDO, with
a mooted size of $1.5bn.
With oil prices high towards the end
of 2021, many Mena oil-producing
sovereigns were looking forward to a
time when oil revenues could cover their
spending plans, reducing the need for
more debt issuance. However, fears over
the Omicron variant of Covid-19 in late
November sent oil prices tumbling. If that
drop is sustained or deepened, then more
bond issuance will be needed in 2022.
Dominic Dudley

How to get
workplace
wellness right
Employers must aim to build a
healthy and productive workplace

Isil Ata
Head of human
resources at Cigna –
Middle East & Africa
Key takeaways:
■ With the advent of Covid-

19, remote working has
added time management
and digital miscommunication issues to an
already demanding work
environment

■ Cigna’s flagship 360

Well-Being Survey highlights that nearly 50 per
cent of UAE respondents
intend to change their jobs
in the next year

■ Wellness programmes

must be treated as more
than just a series of employee benefits

In partnership with

What impact has the Covid-19
pandemic had on workplace wellness?
Work-related stress can affect the
mental, physical and emotional health of
employees and, if gone unchecked, may
result in long-term illnesses and, in some
cases, life-threatening diseases.
Even before the Covid-19 crisis,
employers globally had started to realise
the importance of fostering a well-balanced ecosystem for a healthier, more
productive workforce.
The pandemic has further accelerated
the need for workplace wellness. Remote
working has added time management
problems and digital miscommunication
issues to an already demanding and
time-compressed work environment.
Cigna’s flagship 360 Well-Being Survey
highlights that nearly 50 per cent of UAE
respondents have intentions to change
their jobs in the next 12 months. The
sandwich generation – aged 35 to 59 –
reveals higher job insecurity, with 45 per
cent intending to change jobs in the UAE.
The top reasons cited are excessive
workload, high employer expectations
and lack of a routine. The largest gap
lies in mental health support, where 34
per cent claim to have a lack of support
and 39 per cent feel they need access to
resilience training for mental health.
How do organisations get workplace
wellness right in these volatile times?
For people to thrive in their work,
wellness programmes must be treated
as more than just a series of employee
benefits for them to be more effective
in a future filled with uncertainty. The

PARTNERSHIP
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PUBLISHING

programmes need to be personalised
to cater to the needs of the employees
because a ‘one-size-fits-all’ approach to
wellbeing does not work.
The goal is to help build resilience
for virtual workers and provide them
with a higher sense of wellbeing, which
in turn translates into improved productivity and loyalty.
To achieve this, shifting paradigms and
understanding the importance of wellbeing as an enabler is key. At Cigna, we
have built a robust workplace wellness
roadmap that looks at wellbeing in a
holistic manner.
To start with, Cigna’s employee assistance programme is quite complete.
Along with counselling there is also an
online cognitive behavioural therapy component. Mindfulness programmes and
work-life balance services and seminars
can be arranged for a group of employees, even remotely.
We have online programmes to help
employees improve their resilience and
reduce their stress levels. Our ‘One
Small Change’ tool helps them make one
small change at a time, which will then
evolve into behavioural changes, helping
members cope better with stress.
How employers ensure employee
wellness for a distributed workforce
through these uncertain times, keeping
wellness holistic yet focused, is crucial.
It will determine their ability to build a
healthy and productive workplace, one
that is not just profitable and gets the
job done, but one that has a purpose,
with the sustainability of both people and
business at its core.
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This article first
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PROFITING FROM
ETHICAL INVESTING
By Colin Foreman

The rise of
responsible
investing will
permeate
every level
of the
Middle East’s
economy over
the coming
decades

A

$490bn

Record-setting global value of
green, social and sustainability
bonds sold in 2020

$1.3bn

Value of the dual tranche international
green sukuk issued by Saudi
Electricity Company in 2020
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fter the black swan event of
the 2008 global financial crisis,
the world was confronted with
another outlier occurrence last
year as the Covid-19 pandemic
brought the global economy
to a near standstill and at last
count had led to the death of
nearly 3.5 million people.
At the same time, the environment remains threatened by
climate change. In early 2020,
record high temperatures were
blamed for bush fires in Australia that burned 110,000 square
kilometres of forest and parks.
The cost of climate change
and the natural disasters that
result is only just starting to be
quantified. In May, a study in Nature Communications stated that
more than $8bn of the $63bn
damage caused by Hurricane
Sandy along the US’ northeast
coast in 2012 can be blamed on
manmade climate change.
The pandemic and the
environment have given added
weight to a more sustainable

approach to investing motivated
by steady long-term returns
rather than the peaks and
troughs of investments made
solely for financial gains.
The rise of responsible investing is not just an abstract global
trend with little relevance to the
Middle East. Over the coming decades, it will permeate
every level of the economy as
it influences how organisations
behave, how finance is raised
and what projects proceed.
Three tenets
Responsible investing is guided
by environmental, social and
governance (ESG) factors.
For the environment, the key
moment this year came on 19
February when President Joe
Biden signed an executive order
for the US to rejoin the Paris
Climate accord, reversing the
withdrawal ordered by Donald
Trump. With the world’s largest
economy back onboard, the
pace of change will accelerate.

date construction firm Arabtec
and the troubles embroiling
health provider NMC and
investment firm Abraaj, mean
good governance is now front
and centre of investors’ minds.

Meanwhile, the pandemic has
propelled social considerations
into the limelight. The economic downturn has brought with it
the traditional challenges that
come with recession such as job
losses and financial hardship.
On top of that people have had
to adjust to extended lockdowns, working from home,
and being separated from
friends and family. These social

Embracing ESG
The good news is companies are
embracing ESG. At the end of
April, Abu Dhabi Sustainability
Week and Masdar surveyed 525
executives from global businesses with annual revenues of
$250m plus and found that 87
per cent said ESG performance
is a core strategic objective.
Regulations are also being
introduced – for example, in the
UAE, firms listed on the Abu
Dhabi Securities Exchange and
Dubai Financial Market must
publish a sustainability report
assessing ESG performance.
ESG metrics, meanwhile,
have become important benchmarks for fund managers looking for stable investments.
“Governments around the region are looking at the UN’s 17
sustainable development goals
(SDGs),” says Chafic Jabbour,

“Covid-19 and the environment have
added weight to a sustainable approach to
investing motivated by long-term returns”
challenges have put a spotlight
on mental health, forcing companies to react with policies to
protect their staff’s wellbeing.
The third tenet of ESG, governance, also remains a major
issue. Corporate scandals such
as the collapse of UK construction company Carillion, and in
this region the move to liqui-

senior executive officer and head
of Mena at US-based Candriam,
which uses ESG benchmarks
to manage emerging markets
equities. “A lot of governments
pulling those levers and integrating ESG know they are going
to be core to attracting foreign
direct investment so they have
to be on top of things.”

The funds available for ESG
investing are too large to ignore. Globally, a record $490bn
of green, social and sustainability bonds were sold in 2020
along with $347bn allocated to
ESG-focused investment funds.
For projects, the biggest ESG
push is in the energy sector.
“People might expect the region
to be a bit behind, but because
a lot of energy is consumed
cooling homes during the hot
months and desalinating water,
Middle East governments are
keen to work on solutions that
help with that,” says Jabbour.
Over the past decade, the region has become a leader in the
development of solar energy,
with schemes such as the Mohammed bin Rashid Solar Park
in Dubai, Al-Kharsaah in Qatar,
Al-Shuaiba in Saudi Arabia and
Al-Dhafra in Abu Dhabi attracting world-record tariffs. More
are planned, with Saudi Arabia
alone planning to generate
27.3GW of renewable energy by
2024 and 58.7GW by 2030.
Solar is just the start of the
region’s energy transition.
While holding the G20 presidency in 2020, Riyadh successfully encouraged world leaders
to endorse the circular carbon
economy (CCE) and its four Rs
framework of reduce, reuse,
recycle and remove.
Developing CCE requires extensive investment in projects.
These include the world’s largest facility for filtering carbon
dioxide, built by Saudi Basic
Industries Corporation (Sabic); Saudi Aramco’s enhanced
oil recovery plans to capture
800,000 tonnes of carbon
dioxide emissions; and the
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world’s biggest green hydrogen facility planned for Neom.
The kingdom also wants solar
energy to represent 50 per cent
of the energy used to produce
electricity by 2030.
Saudi Arabia’s Shareek programme, which aims to facilitate
$1.35tn of private sector investment by the end of 2030, will
further support investment in
environment-focused projects.
“Sustainability is a big priority for Saudi Aramco,” said Amin
Nasser, the company’s CEO, in
an interview with CNBC. “We
are making significant investment in this area. The Shareek
programme will enable more
sustainable investment that will
positively help this strategy.”
Other major regional energy
players are also putting ESG
at the heart of their operations. Abu Dhabi National Oil
Company (Adnoc) has a 2030
sustainability agenda covering
wide-ranging ESG issues, while
Abu Dhabi National Energy
Company (Taqa) has unveiled a
10-year strategy that is underpinned by ESG principles as it
seeks to become a champion for
low-carbon power and water.
Green funding
Crucially for countries that
do not have as much financial
firepower, green projects are
attracting significant foreign investment. In May, a consortium
of Hong Kong-based InterContinental Energy, Oman’s energy
holding company OQ and
EnerTech, a subsidiary of sovereign wealth fund Kuwait Investment Authority, announced
a 25GW solar and wind farm
project in Oman’s Al-Wusta governorate, which could require
$28bn capital expenditure.
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Environmentally focused
schemes can tap into the growing pool of dedicated funds. In
2020, several regional corporates issued green bonds that
will be used to fund sustainable
projects. Saudi Electricity Company completed the issuance of
a $1.3bn dual tranche international green sukuk, and QNB
completed its first green bond
issuance with a $600m tranche.
Another development last
year was Egypt becoming the
first sovereign in the Mena region to issue green bonds with a
$750m issuance. Cairo said the
proceeds will finance projects
that meet Egypt’s commitment
to the UN’s SDGs.
Real estate developers are
also tapping green finance.
In April, The Red Sea Development Company (TRSDC)
closed a SR14.12bn ($3.76bn)
term loan and revolving credit
facilities with four local banks
for its tourism project on Saudi
Arabia’s Red Sea coast.

for us in the long run. When
you look at tourism, people
want to travel responsibly.”
ESG has also become embedded in the DNA on the corporate
side of the development organisation, he adds. “It is now just as
much about S and the G as the
E. The 17 UN SDGs don’t just
look at the environment. They
look at socio economic factors.”
Energy management
Abu Dhabi’s Aldar Properties is
another example of a real estate
developer that has embraced
ESG. In its annual results, the
developer revealed that it has
launched an energy management project to significantly
reduce energy consumption
across 87 existing assets.
“Most clients want to improve
the energy efficiency of their
buildings because it will reduce
costs,” says Stephane le Gentil,
chief operating officer and acting CEO of Taqa subsidiary Abu
Dhabi Energy Services (ADES).

“Improving the energy efficiency of buildings
is fundable as it generates future savings”
“The project is anchored on
sustainability,” says Jay Rosen,
CFO at TRSDC. “We are going
out of our way to be good stewards of the environment. The
status quo was preserve and
protect, and we are trying to
move that to enhancement.”
Adopting ESG principles
makes commercial sense for
TRSDC. “Those principles were
adopted strategically for a number of reasons,” says Rosen.
“Aside from being the right
thing for the environment, we
also believe it will create value

“Some of the large developers have a strategy to reduce
carbon, so it is a way to reduce
environmental footprint, but
the overall driver is saving costs
and to replace existing equipment at zero cost.”
In short, ESG goals are not
just ethically sound, but also
make economic sense. The
world’s move towards a more
sustainable future will continue
to accelerate as more companies realise that responsible
investing and financial profit are
not mutually exclusive.

RESPONSIBLE RETURNS
Middle East investment and corporate behaviour is increasingly
falling in line with environmental, social and corporate governance
(ESG) standards and the UN’s sustainable development goals
ENVIRONMENTAL

SOCIAL

GOVERNANCE

UN sustainable development goals
Clean water
and sanitation

No poverty

Industry innovation
and infrastructure

Sustainable cities
and communities

Good health
and wellbeing

Partnerships
for the goals

Climate action

Quality
education

Gender
equality

Life on land

Reduced
inequalities

Decent work and
economic growth

Life below water

Zero
hunger

Responsible consumption
and production

Affordable and
clean energy

Peace, justice and
strong institutions

ESG investment and governance initiatives

$490bn
$1.3bn

Record-setting global value of green, social and sustainability bonds sold in 2020

Value of the dual tranche
international green sukuk
issued by Saudi Electricity
Company in 2020

$600m National Bank’s first
Value of Qatar

green bond issuance
in 2020

$750m green bond issuance

Egypt’s first sovereign

$3.76bn

$7bn

Value of completed
affordable/social housing
schemes in the region

$1.35tn

Private sector
investment targeted by
Saudi Arabia’s Shareek
programme by 2030

$4bn

Value of affordable/social
housing schemes under
development in the region

2020

UAE securities authority
requires public joint
stock companies to
provide ESG reporting

2021

UAE asks all listed companies to have
at least one female board member

Value of green finance facilities tapped by the Red Sea Project

Sources: UN, MEED
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FACING THE THREAT
OF A SUPER CYCLE
By Colin Foreman

While
stimulus
efforts will
benefit the
region’s
economies,
rising costs
are inevitable

$17 a barrel
Price that Brent crude
sank to on 20 April 2020

$60-$70

Price range for a barrel of
Brent crude during most of 2021
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or a moment it felt like the end
of the world when oil prices
turned negative last year.
Gripped by the panic of the
early stages of the Covid-19
pandemic, it was hard to envisage that, just over a year later,
fears of a return to inflation
would prompt Saudi Energy
Minister Prince Abdulaziz alSaud to publicly warn that a
super cycle of high oil prices is
now a real danger.
“A super cycle in oil prices
could be seen on the back of
the absence of new investments
in exploration,” the minister
was reported as saying at the
Robin Hood Investors Conference on 16 June. “I think it is
my job, and others’ jobs, to
make sure this super cycle does
not happen.”
Increasing pressure
The price pressure has been
building gradually over the past
year. After the price of West
Texas Intermediate (WTI) crude

sank to -$36 a barrel on 20
April 2020, oil prices rallied,
with the WTI price reaching
$48 a barrel by the end of the
year as economies around the
world relaxed lockdown restrictions that were introduced to
limit the spread of Covid-19.
The other commonly used oil
benchmark, Brent, tripled from
$17 a barrel on 20 April to $51
a barrel at the end of the year.
Other commodities, including
natural gas, iron ore, aluminium
and copper, have experienced
similar trajectories. While there
are multiple factors affecting
price growth, the fundamental
drivers are a lack of investment
in production capacity and
better-than-expected economic
recovery in China.
In the new year, the spectre
of rising prices was turbocharged even further when cold
weather snaps, combined with
supply shortages in Japan and
Texas, caused gas prices to
skyrocket. In Japan, the coun-

try’s wholesale electricity prices
were driven to a record high,
while in oil-rich Texas there
were power outages.
New cycle
Renewed price escalation marks
the start of a new economic
cycle and brings to an end the
low inflation environment and
lower oil prices that have been

economically stable countries
such as Iran, where inflation
has topped 30 per cent recently.
For oil prices, Brent crude
dropped from highs of $115 a
barrel in June 2014 to $55 a
barrel by the end of that year.
With energy industry leaders
such as BP’s chief executive at
the time, Bob Dudley, saying
prices would be lower for
longer, prices softened even
further before reaching a low of
$26 a barrel in January 2016.
Although the Opec+ agreement that was reached by Opec
members and other major oilproducing states in late 2016
served to stabilise the market,
prices remained stubbornly
below $65 a barrel and only
briefly exceeded $70 a barrel.
As the world’s largest energy
exporter, there were significant
consequences for the Middle
East. Lower oil revenues meant
governments were forced to cut
spending, particularly on capital
expenditure projects. With lower levels of government deposits held by the region’s banks,

“The risk is that stimulus projects will be
inflationary. Contractors bidding for work
are already concerned about rising prices”
the dominant force across the
region since late 2014.
For most developed countries, headline inflation rates
have been in the low single
digits. In the Middle East, rates
have been slightly higher. Inflation has ranged from 1-2 per
cent in Saudi Arabia and 1.5-3
per cent in the UAE. Higher
rates have been recorded in less

a liquidity squeeze hindered the
private sector’s ability to plough
ahead with projects.
For most of this year, Brent
crude has traded in the $60$70 a barrel range, which is
approaching a comfortable level
for the GCC’s main oil producers, and perhaps more importantly, will become increasingly
favourable as economic reforms

implemented in recent years
drive down the required breakeven price in the future.
According to fiscal breakeven
oil price forecasts from the
Washington-based IMF, Saudi
Arabia’s breakeven oil price is
$76.2 a barrel in 2021 before
dropping to $65.7 a barrel in
2022. For Kuwait, the breakeven prices are $69.3 a barrel
in 2021 and $64.5 a barrel in
2022. In Qatar, they are $43.1 a
barrel in 2021 and $40.4 a barrel in 2022, while in the UAE,
they are $64.6 a barrel in 2021
and $60.4 a barrel in 2022.
For Bahrain, the breakeven
oil prices are $88.2 a barrel
in 2021 and $85.8 a barrel in
2022, and in Oman they are
$72.3 a barrel in 2021 and
$61.8 a barrel in 2022. For
Iraq, another important oil
producer, breakeven prices
are $71.3 a barrel in 2021 and
$66.1 a barrel in 2022.
Driving growth
While still some way off from
the $115 and $147 peaks of the
past, higher oil prices and the
increased revenues they bring
will help the region’s oil exporters to fund projects as they seek
to stimulate economic growth.
Saudi Arabia has the grandest
plans. It has been planning a
raft of self-styled gigaprojects
across the kingdom since
2017, and after several years
of planning and preparation,
these schemes are now moving
into construction.
Contractors executing early
works packages are on site for
most projects, and the tender
process has started for major
contracts on projects such as
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The Line at Neom, Shurayrah
Island on the Red Sea Project,
Amaala, Diriyah Gate and the
Qiddiya entertainment city on
the outskirts of Riyadh.
In addition to the vast
programme of works planned
in Saudi Arabia, other governments around the region are
expected to develop projects
that will help stimulate their
economies. In Qatar, contracts
were awarded this year for the
North Field East megaproject.
In February, QP awarded a
$13bn contract to a consortium
of Japan’s Chiyoda Corporation
and France-based Technip Energies to undertake engineering,
procurement and construction
works on four liquefied natural
gas (LNG) trains. South Korea’s
Samsung C&T Corporation was
awarded a $2bn contract for
expanding LNG storage and
loading facilities in Qatar’s Ras
Laffan Industrial City.
UAE stimulus
Stimulus projects are also
expected in the UAE following
a high-level meeting in Abu
Dhabi in early May, at which
UAE Vice President and Prime
Minister and Ruler of Dubai
Sheikh Mohammed bin Rashid
al-Maktoum met with Abu
Dhabi Crown Prince Mohammed bin Zayed al-Nahyan. After
the meeting, Dubai’s Sheikh
Mohammed said that the talks
focused on accelerating the
return of life to normal in the
UAE and preparing for the next
phase with a set of new projects
and development policies.
Schemes that could be pursued include transport projects,
as well as social infrastructure
schemes such as housing and
cultural developments.
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In a break from the past,
projects will not rely exclusively
on direct government funding. Over the past five years,
governments have adopted
alternative funding models such
as public-private partnerships
to ease the burden on their
budgets, and there is now a
healthy pipeline of schemes
being tendered and awarded.
Private sector investment is
also showing signs of stirring as
property prices begin to recover. After more than five years
of price declines in Dubai, villa
prices have increased this year,
and according to real estate firm
Knight Frank, villa prices are
expected to increase another
4-5 per cent over the next year.

on a steel price of AED1,800
[$490] a tonne. By the time the
contract was awarded, the price
had shot up to AED3,500.”
The development bodies
charged with delivering projects
over the next few years are
mindful of the inflation threat.
In Saudi Arabia, where the demand for construction materials
is expected to increase most
sharply, measures are starting
to be taken to mitigate the
impact of rising prices.
Speaking at MEED’s Middle
East and North Africa Smart
Construction Virtual Summit on
16 June, executives leading the
development of projects including Neom, the Red Sea Project
and Amaala revealed that

“Efforts are under way by project bodies
in Saudi to lock in prices with suppliers”
Developers are responding
with projects. In late May,
Nakheel sold out off-plan villas
worth a total of AED800m
($218m) at its recently
launched Murooj al-Furjan development in four hours. With
properties sold, construction is
set to start this year and completion is anticipated in 2024.
Inflationary risk
The danger is that the stimulus
projects will be inflationary.
Contractors bidding for work in
the region are already concerned about rising prices.
“Inflation is an issue we
are dealing with right now,”
says the estimating manager
at a regional contractor. “We
recently participated in a tender
in the UAE and the winning
bidder submitted an offer based

efforts are under way by project
bodies in the kingdom to lock in
prices with the suppliers.
Past experience from previous boom periods suggests that
while these efforts may help
alleviate some of the price pressure, rising costs will be inevitable as not all goods and services
can be ordered in advance. As
the market transitions from a
buyers’ to a sellers’ market,
vendors typically prefer to gain
from any potential upside and
refuse to agree to lock in prices.
As Saudi Energy Minister
Prince Abdulaziz fears, a super
cycle will be a problem for
everyone to contend with. But
after five years of depressed
oil prices and low inflation, followed by a global pandemic, for
now at least, rising prices seems
like a nice problem to have.

SURGING INFLATION
Global economic recovery and stimulus in the wake of
the pandemic, combined with falling investments over the
past year, are generating a wave of inflationary pressure
YEAR-ON-YEAR CHANGES IN KEY COMMODITY
PRICES AND STOCK MARKET INDICES

2020
Brent crude oil ($/barrel)
Natural gas ($/mmbtu)
Iron ore ($/tonne)
Copper ($/lb)
Polysilicon ($/kg)
Tadawul ASI (Index)
ADX General (Index)
DFM General (Index)
MEED Top 100 (Index)

41.9
1.7
103.0
2.6
11.0
9,029
4,345
2,078
2.5

Change

75.8%
91.7%
107.9%
59.5%
159.1%
19.5%
19.5
53.0%
37.8%
23.4%

2021*

73.7
3.2
214.2
4.2
28.5
10,790
6,646
2,863
3.054

*=Spot prices as of 21 June; MMBTU=Million metric British thermal units; ASI=All Share Index; ADX=Abu Dhabi Securities Exchange;
DFM=Dubai Financial Market. Sources: FT; Bernreuter; MEED
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ENERGY REALITIES PROMPT
UPSTREAM RESURGENCE
Investment in oil and gas projects is rebounding, as regional national oil
companies look to raise production to meet long-term global energy demand

W
100.6m

Opec’s prediction for oil
demand in 2022 (b/d)

$600bn
Annual investment
required by the global
oil and gas industry

58 \ YB 2022

ith the global economy emerging out of the coronavirus
crisis, energy demand – primarily for oil and gas – is rebounding swiftly.
According to Opec’s forecast, oil demand
for 2022 is expected to exceed pre-pandemic levels, reaching 100.6 million
barrels a day (b/d) – higher than the estimated 2021 average of 96.7 million b/d.
Crude supply, however, remains constrained, due to the Opec+ alliance cautiously increasing output, the declining
productivity of mature upstream assets
and gross underinvestment worldwide in
raising oil and gas production capacity.
The resulting demand-supply imbalance has led to the prevailing gas supply
shortage in Europe and the UK and steep
oil prices in the last quarter of 2021.
Driven by a need to make up for underspending on projects and encouraged by

buoyant commodity prices, Middle East
and North Africa (Mena) state energy
producers allocated considerable capital
expenditures to upstream schemes in
2021, with a large chunk spent on gas
production projects.
Necessary investment
At Adipec in November, Sultan al-Jaber,
group CEO of Abu Dhabi National Oil
Company (Adnoc), urged the global oil
and gas industry to invest more than
$600bn annually to keep up with growing
hydrocarbons demand, even as the world
transitions to cleaner forms of energy.
“The call by Al-Jaber follows calls by
other energy companies and Opec – even
the International Energy Agency – that to
counter growing demand in the market
for oil and gas, additional high-level
investments are needed,” says Cyril

Widdershoven, global energy market analyst at Netherlands-based Verocy. “All parties agree that the past three to five years
of investments have been lacking, which
is partly causing the supply issues.”
The demand-supply equation appears
grim in the long term. Opec expects oil
to dominate the global energy mix until
2045, despite strong growth in other
energy sources, such as renewables and
nuclear power. Primary oil demand is
estimated to rise to 99 million barrels of
oil equivalent a day (boe/d) in 2045 from
82.5 boe/d in 2020.
Even given present government policies, climate change actions, and environmental, social and governance considerations, oil and gas supply will be unable
to match demand.
“To keep up with demand growth until
2045 and counter the normal decline in
production in existing fields and wells,
the stated $600bn [a year] is a median/
average amount needed,” Widdershoven
adds, noting that declining non-Opec production, especially in Latin America, the
North Sea and Africa, could add further
upward pressure to energy prices.
Emphasis on gas
QatarEnergy is pushing ahead with
executing the first phase of its $28.75bn
scheme to increase liquefied natural gas
production from the North Field offshore
gas reserve. Meanwhile, its subsidiary
Qatargas awarded Italy’s Saipem contracts worth $3bn in the first quarter of
2021 to perform engineering, procurement and construction (EPC) work to
sustain North Field gas production.
In order to meet Saudi Arabia’s rising
energy demand and become a key gas

player globally, Saudi Aramco awarded
16 subsurface and EPC contracts in late
November, worth $10bn, to start developing the Jafurah unconventional gas field,
the largest non-associated gas resource
base in the kingdom.
Natural gas production at Jafurah is
expected to ramp up from 200 million
cubic feet a day (cf/d) in 2025 to reach
a sustainable gas rate of 2 billion cf/d of
sales gas by 2030, with 418 million cf/d
of ethane and around 630,000 barrels a
day (b/d) of gas liquids and condensates.
This would make Aramco the world’s
third-largest natural gas producer by the
end of this decade.
In Iraq, state-owned Basra Oil Company and Italy’s Eni selected a consortium
of China Petroleum Engineering & Construction Corporation and Italy’s Progetti
Europa & Global for a $690m project
to expand the degassing station for the
Mishrif formation within the Zubair oil
field. The scope includes constructing five degassing station trains, with an
oil processing capacity of 200,000 b/d.
Al-Yasat Petroleum, a majority Adnoc-owned joint venture, also awarded
Abu Dhabi-based National Petroleum
Construction Company (NPCC) a contract worth $744m in late May for the full
field development of the Belbazem offshore oil and gas block. NPCC’s scope of
work covers engineering, procurement,
construction and commissioning for the
offshore facilities required to enable a
full production capacity of 45,000 b/d of
light crude and 27 million cf/d of associated gas from the Belbazem field.
Looking ahead, analysts believe Mena
national oil companies (NOCs) will
continue allocating billions of dollars

“The call
by Al-Jaber
follows calls
by other
energy
companies
and Opec that
additional
high-level
investments
are needed”

TOP 5 MENA UPSTREAM PROJECT AWARDS IN 2021
Project
North Field Production Sustainability phase 1: offshore
Jafurah gas processing plant: package 2
North Field Production Sustainability phase 1: pipelines
North West development: Dalma field: package B
Jafurah gas compression plant: package 1

Owner
Qatargas
Saudi Aramco
Qatargas
Adnoc
Saudi Aramco

Country
Qatar
Saudi Arabia
Qatar
UAE
Saudi Arabia

Sector
Gas
Gas
Gas
Gas
Gas

Value
($m)
1,700
1,200
1,000
950
800

Due
year
2024
2026
2024
2025
2023

Source: MEED Projects
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TOP 5 UPCOMING MENA UPSTREAM PROJECTS IN 2022
Project
Shedgum & Uthmaniya gas compression plant: packages 1 & 2
North Field Production Sustainability phase 2: scope B
Umm Shaif gas cap condensate development: phase 1
Zuluf field development: onshore package 1
Zuluf field development: onshore package 2

Owner
Saudi Aramco
Qatargas
Adnoc/Total/
PetroChina/Eni
Saudi Aramco
Saudi Aramco

MENA UPSTREAM OIL AND GAS PROJECT ACTIVITY
$bn
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towards building oil and gas production
potential in 2022.
“There needs to be further investment,
otherwise we will end up in a scenario where the price of electricity will
skyrocket,” says Slava Kiryushin, partner
and global head of energy at UK-based
DWF, also noting the importance of gas
in power generation and the ramifications
seen in Europe from decreased gas supply and high demand. “The investment
should be made not only to explore for
new hydrocarbons, but also to keep production at the right levels,” he says.

“In the next
12 months,
I expect
more final
investment
decisions in
other parts
of the region
and world”
60 \ YB 2022

Projects pipeline
Ian Simm, principal adviser at UK-based
consultancy IGM Energy, comments: “In
the medium term, capital expenditure for
big-ticket oil projects will largely come
from NOCs that are under less shareholder pressure to divert funds towards
renewables, hydrogen and others.
“However, as we’ve seen with TotalEnergies in Iraq, large oil and gas
investments can still cross the line, but
they may need a green element – in this
case, renewables and reduced flaring – to
remain attractive.”

Industry
Gas
Gas

Value
Award
($m) Status
year
2,500 Feed
2022
1,875 Main contract bid 2022

Gas

1,500 Bid evaluation

2023

Oil
Oil

1,500 Bid evaluation
1,250 Bid evaluation

2022
2022

Iraq registered major success in
attracting foreign capital to boost its
beleaguered oil and gas industry when
it signed $27bn-worth of framework
investment agreements with France’s TotalEnergies in September. Two of the four
deals related to upstream developments.
The scope of the first project includes
developing the Artawi oil field. TotalEnergies is understood to have earmarked
$11bn for the scheme and kickstarted
work by awarding the US’ KBR the frontend engineering and design contract.
The scope of the second project
includes building facilities to capture
and process 600 million cf/d of gas at
the Artawi field, produce 12,000 b/d of
condensates and 3,000 tonnes a day of
liquefied petroleum gas.
The regional market is also keenly anticipating the award of EPC contracts for
Aramco’s estimated $7bn Zuluf offshore
field development scheme. Bids for the
five offshore and two main onshore EPC
packages were submitted by contractors
between August and October 2021.
Aramco is looking to build a grassroots onshore central processing facility
with the capacity to process 600,000 b/d
of Arab heavy crude oil from the Zuluf
offshore field, including gas/oil separation, handling, storage, shipping and
associated infrastructure.
“In the next 12 months, I expect
more final investment decisions in other
parts of the region and world, which
will put more pressure on GCC NOCs
to stay competitive in the global market,” Kiryushin says. “But I stick by the
mantra that Saudi Aramco will produce
the last barrel of oil.
Indrajit Sen

Downstream

REFINERY PROJECT ACTIVITY
HALVES IN MENA REGION
The value of active downstream projects has declined amid
the global energy transition and the Covid-19 pandemic

R
$93.4bn

Value of active refining
projects in the GCC and
Egypt, Libya, Algeria and
Iraq, down from $189.7bn
in February 2019

$0.1bn

Value of active refining
projects in Kuwait,
compared with $35.3bn
in February 2019
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efinery project activity in the
Middle East and North Africa
(Mena) region has halved since
February 2019 amid the ongoing global
energy transition away from fossil
fuels and disruption caused by the
Covid-19 pandemic.
An analysis of refining projects in
the GCC and Egypt, Libya, Algeria and
Iraq found that active projects in the
region are currently worth $93.4bn,
down from a peak of $189.7bn in February 2019.
The last time refinery project activity
across this group of countries was valued this low was in September 2016.
Collapsing demand during the Covid-19 pandemic forced many refineries

globally to either reduce the production
of refined products or even entirely
stop operations.
As global demand has bounced back
in recent months, operations at many of
these facilities have been revived. However, downstream project activity in the
Mena region remains at a lower level.
Kuwait leads decline
Over the period analysed, Kuwait
saw the biggest decline in active oil
refining projects.
In February 2019, the total value
of the country’s active refining products was $35.3bn, according to the
regional projects tracking service
MEED Projects.

Currently, the value of active refining
projects in the country stands at less
than $0.1bn.
The decline is partly due to the completion of several key refining megaprojects. These include the $16bn Clean
Fuels Project, which brought its final
units online in September this year.
It also includes the $16bn Al-Zour
refinery, which has reached mechanical
completion and is being commissioned.
There has been little in the way of
new project announcements in the
refining sector, or any other area of
Kuwait’s oil and gas sector, in the past
few years.
In Kuwait, the impact of the
Covid-19 pandemic and the global energy transition has been compounded
by ongoing issues related to the domestic political situation.
Decision-making, including reforms
to buoy Kuwait’s economy, has stalled
as opposition parties have blocked
cabinet resolutions in parliament.
Kuwait’s political divisions have
been accentuated by the death last
year of the former emir, Sheikh Sabah
al-Ahmad al-Sabah, who had ruled the
country since 2006.
On 23 November, Prime Minister
Sabah al-Khalid al-Sabah was tasked
with forming a government for the
third time this year.

The first government resigned in
January, and the next took office in
March tasked with addressing economic
challenges and the Covid-19 pandemic,
before resigning in November.
Increased political stability will be
needed to see any significant uptick in
refining projects in Kuwait over 2022.
Broader contraction
Other countries that have seen dramatic decreases in refinery project activity
since 2019 include Algeria, Oman,
Saudi Arabia and the UAE.
In the UAE, the total value of active
refining projects declined by 85 per
cent over the period analysed, falling
from $53bn to $7.9bn.
One of the key factors in this drop
was Abu Dhabi National Oil Company
(Adnoc) deciding to shelve its plans
to build a $15bn greenfield refinery
complex in Abu Dhabi’s Ruwais, a
project previously deemed central to
significantly increasing its oil refining
capabilities in the long term.
In October this year, MEED revealed
that Adnoc had decided to cancel the
project as it believed it was no longer
“economically attractive”.
Adnoc Refining awarded the
pre-feed contract to UK-based engineering consultancy Wood Group in
February 2019.

“In Kuwait,
the impact of
global events
has been
compounded
by the
domestic
political
situation”

ACTIVE AND PLANNED MENA REFINING AND PETROCHEMICALS PROJECTS
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ACTIVE AND PLANNED REFINING AND PETROCHEMICALS
PROJECTS BY COUNTRY AND STATUS
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“The Middle
East country
that saw
the biggest
nominal
expansion
in the value
of refining
projects
was Iraq”
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UAE

Saudi Arabia

Study and design

Bahrain

Bidding phase

Algeria
Execution |

ILF Consulting Engineers (Austria/
Germany) was awarded a contract in
April 2019 to provide project management consultancy (PMC) services for
the New Refinery Project’s (NRP) prefeed works.
The project initially aimed to raise
Abu Dhabi’s refining capacity by some
65 per cent from 922,000 barrels a day
(b/d) to 1.5 million b/d upon commissioning in 2025.
In Algeria, the total value of active
projects declined by 54 per cent from
$12.2bn to $5.6bn between February
2019 and November 2021.
The North African country has
sidelined plans for several ambitious
refinery projects amid ongoing budget
problems over recent years.
In January this year, Algeria’s Energy
& Mining Ministry said that oil and gas
revenues had declined by 40 per cent to
$20bn in 2020.
In Oman, the total value of active
projects declined by 24 per cent from
$21bn to $16bn.
The decline in the value of active projects was mainly due to the
stalling of the $5bn refinery project
that was announced in 2017 by the
Muscat-based Chinese company Oman
Wanfang. This project was put on hold
amid the Covid-19 pandemic.
Construction work on the $7bn
Duqm refinery project is ongoing, although the project has seen significant

delays. Oman’s planned $2.5m Salalah
refinery remains at the study stage.
In Saudi Arabia, the total value of
active projects declined by a third
between February 2019 and November
2021, falling from $10.8bn to $7.2bn.
One of the key factors in the decline
in active refining projects in Saudi
Arabia was the cancellation of the $5bn
refinery package that formed part of
the planned Yanbu crude oil-to-chemicals (COTC) project.
The COTC project is still expected
to go ahead in some form, but it is
now possible that it will use feedstock
produced by the existing Yasref refinery
instead of building a greenfield refinery
specifically for the COTC project.
Iraq bucks trend
The country in the Middle East that
saw the biggest nominal expansion in
the value of refining projects over the
period was Iraq.
In Iraq, the total value of refining
projects rose by $3.5bn from $38bn in
February 2019 to $41.5bn in November 2021.
Omicron impact
If global economic growth and demand
for refined products continue to recover over 2022, it could increase refinery
project activity in the Mena region,
with new projects being announced and
cancelled projects revived.
However, increasing demand for
refined products is likely to depend on
the world continuing to open up and
the success of existing strategies to
control the Covid-19 virus.
In recent weeks, faith in the world’s
ability to contain the virus has faltered.
On 29 November, Morgan Stanley
reduced its oil price forecast for
the first quarter of 2022 to $82.50
from $95 due to fears of demand
destruction caused by the spread
of the recently detected Omicron
Covid-19 variant.
Wil Crisp

+971 4 818 0355

subscriptions@meed.com
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Biography

Sheikh Nawaf
Saud al-Sabah

CEO of Kufpec and Kuwait
Petroleum International
Covid-19 drives adoption of
operational changes to cut
costs, mitigate disruption
and maintain production

A

Feb
2019

Appointed president
and CEO of KPI,
the international
downstream
subsidiary of
Kuwait Petroleum
Corporation (KPC)

May
2013

Appointed the eighth
CEO of Kufpec,
KPC’s international
upstream subsidiary

20052013

Deputy managing
director and general
counsel of KPC

20022004

Head of KPC’s
Washington office

1999

Joined KPC

By Wil Crisp
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record earnings and having started
the first couple of months of 2020 on
a strong basis, we saw the price of oil
collapse,” says Al-Sabah. “But we kept
our cool throughout.”
Difficult decisions
The oil price drop led to an Opec+ deal
in April 2020, with members agreeing
to the largest single output cut in history. The cut of 9.7 million barrels a day
(b/d) started on 1 May and was scaled
back to 7.7 million b/d in August.
“We were able to maintain production for two reasons,” says Al-Sabah.
“First, the Opec+ deal did not apply
to us. Secondly, we anticipated a
recovery in prices and we geared ourselves for that.”
Nevertheless, difficult decisions
had to be made. “We had to look very
deeply at our capital expenditure
programmes to understand what we
needed to continue to spend on to
maintain the integrity of our operations. We also looked to understand

IMAGE: MEED

s the chief executive of both Kuwait
Foreign Petroleum Exploration Company (Kufpec) and Kuwait Petroleum
International (KPI), Sheikh Nawaf
Saud al-Sabah was the key decision
maker for Kuwait’s overseas energy
investments as the world was hit by
the Covid-19 pandemic.
The two state-owned international
oil companies had to navigate significant volatility in 2020, but were successful in adapting amid the complexity of the shifting economic
landscape, according to Al-Sabah.
“The first challenge was preserving
the safety, health and security of our
people around the world,” he says.
“The second challenge was maintaining the businesses under the most
severe economic stress that the two
companies had ever faced.”
At Kufpec, which engages in exploration, development and the production of oil and gas, the challenges
revolved around the dramatic drop in
oil prices. “After concluding 2019 with
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what could easily be deferred into the
next year or reassessed entirely.”
Al-Sabah maintained spending on
parts of the business that dealt with
safety, security of operations and the
quality of the firm’s production profile.
Some wells due to be drilled in
2020 were put on hold, including
wells scheduled to be drilled in Canada and Australia, and the number of
operating drilling rigs was reduced.
“The nature of this business is that we
can always increase the number of rigs
if the market improves,” says Al-Sabah.
Maintaining capacity and talent
Even though capital expenditure was
cut by 46 per cent, Kufpec finished
the year with production levels close
to levels at the beginning of 2020.
“We were able to generate healthy
earnings [in 2020, and] compared to
our peers we performed very well,”
says Al-Sabah. “But production was
lower than forecast, because we had
budgeted for acquisitions, and with
the pandemic the bid-ask was just too
high between sellers and buyers.”
An area where Kufpec did not make
cuts was in the pool of geologists it
uses to choose where to drill wells.
“I’ve put a lot of personal effort into
trying to recruit the right geologists
and geophysicists,” says Al-Sabah.
“The geological and geophysical business is as much an art as it is a science
and you have to find the right artist.
We recognise that none of the production happens without a strong cadre
of experience and professionalism.”
Kufpec’s dedication to maintaining
its team paid off in February 2021
when the company confirmed its largest-ever hydrocarbons discovery with
a well drilled around 90 kilometres off
the coast of Malaysia.
Prior to finding the reservoir, Kufpec’s team of geologists and geophysicists reinterpreted seismic data
already obtained for the area and realised that a previous well drilled in the
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region by another firm had stopped
just before the giant reservoir started.
“We recognised that the reservoir
was actually deeper than originally
anticipated,” says Al-Sabah. “It’s a
massive find with a gas column that
extends for well over 600 metres.”
A recent appraisal well has indicated
the find is likely to be double the multitrillion cubic feet of gas estimate that
the company initially expected.
Kuwait’s state-owned international
downstream operator KPI, which
refines and markets fuel, lubricants
and other petroleum products under
the Q8 trademark, faced a whole
range of challenges as the global
economy reeled from the pandemic.
A collapse in refining margins and
logistical issues meant both KPI’s
operational refineries and refinery
projects under development were hit
hard. One example was the Vietnam-based Nghi Son refinery project,
in which KPI holds a 35 per cent stake.
“The facility was doing fantastically
at the time in terms of operational
issues, although it was facing financial
stress even before the pandemic,
because of lower refining margins
worldwide,” says Al-Sabah. “When the
pandemic kicked in, we saw low refin-

KPI’s retail operations in Europe,
where it has around 4,700 service stations, were affected in a different way.
“People shopped at our refuelling
stations because they wanted to avoid
supermarkets, and other shops and
cafes had to close,” says Al-Sabah.
“Italians walked to our stations to have
their daily espresso. At one point, I
joked that my position was more that
of a barista than a seller of fuel. Our
convenience stores worked quickly to
change their operations and stocked
more fruits, vegetables and bread.”
The marked shift in behaviour meant
KPI’s non-fuel business rocketed.
Core business outlook
Looking ahead, Al-Sabah is optimistic
about the outlook for the core parts of
the business. “We are well positioned
to take advantage of the future. We are
seeing that oil demand will recover
faster than some people had expected,
and from Kufpec’s perspective, we
have long-term projects that will continue to produce for many years.
“At the same time, we are seeing the
effects of the massive under investment that went on last year, and it is
going to impact the ability of producers to bring new oil onto the market.”

“At one point, I joked that my position was
more that of a barista than a seller of fuel”
ing margins collapse even further and
we have had to spend a lot of time and
effort with our partners working to
preserve the business.”
KPI also holds a stake in the $7bn
Duqm refinery project in Oman, which
is about 80 per cent complete, but was
heavily disrupted by Covid-19.
KPI is currently examining ways to
ensure that the commissioning process for the project is not disrupted,
including exploring the early recruitment of key staff to avoid visa issues.

Synergies and cost savings within
Kufpec and KPI are expected to
improve over coming years as the
companies become more closely combined ahead of a planned merger.
“We are well advanced in the design
and planning for the merger,” says
Al-Sabah. “The final plan is likely to be
submitted to Kuwait’s Supreme Petroleum Council before the end of the
year. We can see a lot of financial synergies, so it makes sense to move on
this merger as quickly as possible.”

Insight

NEW PROSPECTS EMERGE IN
GLOBAL ENERGY TRANSITION
With some $471.7bn of oil, gas and petrochemicals projects planned
across the region, there are abundant opportunities for firms in the sector

T

he world is transitioning
away from its centuries-long dependence
on fossil fuels. For oil
producers in the Middle
East and North Africa (Mena), the
global energy transition is a fundamental change in their business
model. Their customers are changing, and so too must they.
In response, the region’s leading
national oil companies (NOCs) are
rolling out new policies and investments to keep them at the forefront of the global energy sector.
The policy focus is on diversifying
investments into new technologies
and fuels, conserving hydrocarbons reserves, and reducing greenhouse gas emissions through clean
tech and reduced consumption.
At the same time, NOCs are
turning from their traditional
customers in the West towards new
markets in China, India and Southeast Asia. This is bringing new
clients, suppliers and financiers to
the region’s oil and gas sector.
But even with such seismic
changes under way, oil and gas
producers know hydrocarbons will

be the world’s biggest source of
energy for decades to come, even
after oil demand growth slows.
They also know that their low
production costs are a huge advantage. As a result, they are investing
heavily to expand upstream and
downstream production capacity.
While award levels slowed
sharply in 2020 due to the Covid-19 pandemic, there has been a

regional budgets and the NOCs
are looking to new ways of raising
capital through share sales, bonds
and by selling stakes in assets.
There is also change taking place
in the way work is procured and
delivered in the region. The drive
to increase the value of local content in projects requires companies
to procure people, goods and
services from local sources where

“Seven major refinery schemes worth more than
$40bn in total are currently in the feed phase”
resurgence in spending in 2021.
Some $29.5bn of oil, gas and petrochemicals project contracts were
awarded in the region in the first
seven months of 2021, an increase
of 24 per cent on the value of
awards in the whole of 2020.
The projects pipeline is vast.
Some $471.7bn of oil, gas and petrochemicals projects are planned
across the Mena region.
Financing is a challenge, however. The impact of Covid-19 and
lower oil revenues are squeezing

possible, while the need to increase
energy efficiency and reduce carbon dioxide emissions is becoming
an important aspect of projects.

MEED’s Mena Oil & Gas
2022 report offers a
complete picture of the
trends, opportunities
and challenges in the oil,
gas and petrochemicals
sector. Please visit:
buy.meed.com/oil-gas
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YEAR MARKS SHIFT
TOWARDS CLEAN ENERGY
Gas, renewable energy and nuclear power projects will feature prominently in
the power generation capacity planned across the Middle East and North Africa

P
6.5GW

Capacity of solar
photovoltaic projects
planned in Iraq

6%

Contribution of renewable
energy to UAE energy mix
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olicymakers and investors are expected to focus on the Middle East
and North Africa (Mena) region’s
fossil fuels-dominated power generation
sector during the energy transition.
The 2050 net-zero carbon emission
targets of half of the GCC states, as well
as the pledge by many regional countries to reduce methane and greenhouse
gas (GHG) emissions by the end of the
decade, will require rapid adjustments,
particularly in countries such as Saudi
Arabia, Iran, Iraq and Egypt, where
liquid fuels still account for a significant
proportion of the energy mix.
For example, Saudi Arabia has pledged
to eradicate the use of liquid fuels by
2030, where it envisages a 50:50 per

cent split between gas and renewable
energy in terms of its power generation
capacity. Such an aggressive target, given
renewables accounted for under 1 per
cent of the kingdom’s power production
in 2020, will require a massive ramp-up
in alternative energy capacity in the next
few years.
Slow progress
The same can be said for most of the
Mena states, with the exception of the
non-petroleum producing countries of
Jordan and Morocco, where variable
renewable energy accounts for more than
20 per cent of total installed capacity.
In 2021, following months-long negotiations, Iraq’s energy ministry signed

four separate agreements with three
individual developers and a consortium
for the deployment of up to 6.5GW of
solar photovoltaic (PV) capacity across
the country.
These include solar PV farms planned
in Karbala and Babylon with a combined
capacity of 525MW, which will be developed by a consortium led by Norway’s
Scatec. Half of the 2GW scheme that the
UAE’s Abu Dhabi Future Energy Company (Masdar) will develop in the central
and southern parts of the country is also
moving ahead.
In late 2021, Iraq’s electricity ministry
issued multiple tenders for contracts to
convert simple-cycle power plants into
combined-cycle, while work is also progressing for several new gas-fired power
plants. Rising electricity demand amid
power shortages, especially during the
summer months, as well as the geopolitical push to make Iraq less reliant on Iran
for energy, underpin these moves.
Oil revenue-dependent Kuwait has
revived the next phases of its Shagaya
Renewable Energy Project (SREP). The
government expects to appoint a transaction advisory team for the 3,500MW next
phases of SREP in 2022. Transaction
advisory work is also progressing for the
independent water and power project
in Al-Zour North and Al-Khiran, which
have a combined capacity of 4,500MW.
A 3,600MW scheme is also being planned
in Al-Nuwaiseeb, which will use a conventional procurement model.
Following the commissioning of its
first utility-scale solar PV plant, Oman
has slowed down its renewable capacity
procurement plan. The tender closing
date for the 1,200MW Manah 1 and 2
solar IPP schemes has not been finalised,
two years since the sultanate’s offtaker
prequalified potential bidders.
Like Saudi Arabia, Algeria offers a major potential market for solar PV projects
in the region. However, progress has
been slow despite efforts to put in place
a more suitable regulatory framework to
encourage private investors.

LOWEST LEVELISED COST OF ENERGY IN GCC
$cents/kWh
MBR solar park phase 2 (200MW)
Shuweihat (1,170MW)
Sakaka (300MW)
Qurayyat (200MW)
Rabigh (300MW)
MBR solar park phase 5 (900MW)
Jeddah (300MW)
Al-Kharsaah (800MW)
Al-Dhafra (2,000MW)
Sudair (1,500MW)
Shuaibah (600MW)
Saad (300MW)
Al-Ras (600MW)

5.85
2.42
2.34
1.78
1.70
1.69
1.62
1.45
1.35
1.24
1.04
1.48
1.50

MBR=Mohammed bin Rashid al-Maktoum. Source: MEED

Lebanon’s persistent electricity crisis
reached a new high in 2021, with half or
all of its stationary power plants shutting
down for days or weeks at a time due to
lack of fuel. A lasting solution in the form
of privately financed solar or wind projects is not expected anytime soon given
the country’s widespread political and
financial woes, although its renewable
energy plan remains intact, say experts.
Notably, investor trepidation is not
exclusive to projects in Algeria and Lebanon. Some experts remain cautious in
terms of renewables projects in Iraq and
Kuwait, mainly due to a lack of strong
regulations and persistent delays.
Leading the charge
In contrast, Egypt and the UAE have
made headway in terms of deploying
renewables capacity, which accounts for
between 5 and 6 per cent of their respective energy mix, exclusive of nuclear
energy in the case of the UAE.
Dubai Electricity & Water Authority is
studying the potential for the emirate’s
first wind farm in Hatta, while construction works are advancing for the third
and fourth phases of the Mohammed bin
Rashid al-Maktoum solar park.
Abu Dhabi aims to bring onstream
the third and fourth 1,400MW units of
the Barakah nuclear plant, while the

“Solar
photovoltaic
farms are
planned
in Iraq’s
Karbala and
Babylon with
a combined
capacity of
525MW”
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The energy ministry has
also shortlisted bidders for
the 1,200MW third round
Capacity
Project
Country
(MW) Project status
of the National Renewable
RENEWABLE ENERGY
Energy Programme (NREP).
Oman
1,200 Bidding
Manah 1 and 2 solar IPPs
Notably, the prices offered for
Saudi Arabia
1,200 Bid evaluation
NREP round 3
these deals reflect the rising
Kuwait
1,500 Study
Al-Dibdibah solar IPP
solar panel prices and have
Saudi Arabia
850 Study
Yanbu wind farm
paused the free fall in terms
UAE
90 Prequalification
Al-Dhafra waste-to-energy IPP
of unsubsidised solar PV
production cost in the region.
Saudi Arabia
146 Bidding
Amaala utilities: solar PV plant
Transaction consultants are
Saudi Arabia
450 Study
NREP CSP project
now being sought for the
Saudi Arabia
2,800 Study
Nuclear power plant
next NREP round.
UAE
26 Study
Hatta wind farm
Meanwhile, King Abdullah
GAS-FIRED
City for Atomic & Renewable
Qatar
2,300 Bid evaluation
Facility E IWPP
Energy is expected to appoint
Kuwait
2,700 Study
Al-Zour North 2 and 3 IWPP
UK-based EY for the transacKuwait
1,800 Study
Al-Khiran 1 IWPP
tion advisory role for Saudi
Saudi Arabia
3,600 Prequalification
Taiba IPP
Arabia’s nuclear energy proSaudi
Arabia
3,600
Study
Al-Qassim IPP
gramme. The kingdom has
IPP=Independent power project; IWPP=Independent water and power project; NREP=National Renewaalso been holding cooperable Energy Programme; PV=Photovoltaic; CSP=Concentrated solar power. Source: MEED
tion talks with the UAE, which indicates
nuclear power remains a key component
world’s largest single-site solar plant, the
of its future energy plans.
2,000MW Al-Dhafra IPP, is heading for
completion. In addition, Abu Dhabi plans
Interconnected region
two new solar PV projects with a potenThe estimated $1.8bn of deals awarded
tial capacity of 2,000MW by 2030.
for the electricity interconnection netBoth Dubai and Abu Dhabi have made
work between Egypt and Saudi Arabia
progress on waste-to-energy (WTE)
has stood out this year. The project
projects. Dubai’s $1.2bn Al-Warsan independent power project (IPP) has reached will pave the way for electricity trade
between the wider Middle East and
financial close, while the procurement
Africa region.
process has taken off for Abu Dhabi’s
“Increasing intermittent renewable
first WTE project in Al-Dhafra.
Egypt has slowed down the pace of its energy capacity requires strong domestic
and regional electricity grids, especialplanned renewables capacity procurement in part due to surplus capacity and ly because the cost of battery energy
storage systems remains prohibitive,”
soaring solar panel prices. It has agreed
an expert tells MEED.
to delay the construction of two solar
Similar plans to connect other counPV IPPs in Kom Ombo, to be developed
tries with each other – Iraq and Egypt
by Saudi Arabia’s Acwa Power and the
though Jordan, and Iraq and the GCC
UAE’s AMEA Power respectively. Meanthrough Kuwait – are expected to adwhile, construction works are gathering
vance following the successful award of
pace for Egypt’s first nuclear plant.
the Saudi-Egypt interconnection scheme.
Finally, an abundance of options
The need to balance the grids and source
match Saudi Arabia’s ambitious
renewable or clean energy where it
decarbonisation target. It has started
makes the most economic sense will
the procurement process for gas-fired
drive these projects.
schemes in Taiba and Al-Qassim, which
will have a total capacity of 7,200MW.
Jennifer Aguinaldo

SELECTED UPCOMING IPP/IWPP PROJECTS

“Abu Dhabi
plans two
new solar PV
projects with
a potential
capacity of
2,000MW
by 2030”
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Water

CLIMATE AND SECURITY
DRIVE WATER SPENDING
Independent sewage treatment and water transmission projects are gaining
traction in the Middle East and North Africa region, particularly in Saudi Arabia

C
40%

Reduction in water
production costs at Saudi
Arabia’s Shuaiba 4 plant
using new technology

2.4 m

Total capacity in cubic
metres of the awarded
independent water
projects in Saudi Arabia
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ommitments made by most Middle East and North Africa (Mena)
countries to cut carbon emissions have added a level of complexity
to policies targeting rising temperatures
and freshwater scarcity amid population expansion and economic diversification programmes.
For instance, planting up to 50 billion
trees by 2030, a key component of the
Saudi and Middle East green initiatives,
offers distinct opportunities and challenges. Subject to the types of trees, afforestation expands water needs, which
may not bode well for the limited water
supply and carbon intensity of existing
water treatment processes. However,
it also offers an opportunity for firms

specialising in wastewater treatment and
aligns with the preferred circular carbon
economy approach to decarbonisation.
Arboreal panacea
In addition to offering a natural carbon
sink function, the trees can have the
added benefit of potentially preserving
water, stabilising the soil and cleaning
the air, according to Paul Sullivan,
an energy and environmental security
expert at the US-based Johns Hopkins University.
“In the longer run, if the tree cover
is large enough to change the environments of various parts of the country, it
could be that water needs will change in
many ways,” he says.

ANNUAL MENA WATER CONTRACT AWARDS
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Furthermore, project stakeholders,
such as Saudi Arabia’s Neom, are setting
the pace for processing brine, the
environmentally harmful by-product of
desalination. Shuaiba 4, one of the newest plants of the kingdom’s Saline Water
Conversion Corporation, is fitted with a
homegrown seawater reverse osmosis
(SWRO) zero liquid discharge solution.
This allows SWCC to reduce water production costs by up to 40 per cent while
at the same time extracting minerals
such as magnesium and sodium chloride
from the brine.
Innovations such as the concentrated
solar power-based seawater treatment
system espoused by UK firm Solar Water
hold promise. The firm this year signed a
$200m project finance agreement to support, build, operate and transfer schemes
based on this low- or zero-carbon solution
across the Mena region.
Building solar photovoltaic-based
desalination plants is another alternative, subject to battery energy storage
systems becoming more cost-competitive, in addition to the grid’s capacity
to integrate cheap but intermittent
renewable energy.
In terms of less futuristic projects,
significant progress has been made in
terms of expanding seawater desalination, wastewater treatment and transmission capacities in the Mena region.
Countries in the region awarded an
estimated $9.2bn of contracts in the first
10 months of 2021 across five subsectors: desalination; transmission; sewage
treatment; storage; and cooling.
This value is only $300m shy of the
overall value of deals awarded in the sector the previous year, with desalination
projects accounting for the largest value
awarded so far in 2021, at $3.2bn, data
from regional projects tracker MEED
Projects shows. It is also slightly above
the average value of awards since 2010,
which stands at $9bn (from a 12-year
total of $108bn).
During this period, transmission
projects have led the overall spend at

Source: MEED Projects

35 per cent, followed by sewage treatment plants (STPs) at 24 per cent and
desalination at 23 per cent.
Projects in line with decoupling water
and power production, a key measure
to reduce the sector’s carbon intensity,
continued to gain momentum in 2021.
Saudi PPPs
State offtaker Saudi Water Partnership
Company (SWPC) awarded the contract for Jubail 3B, the kingdom’s fifth
independent water project (IWP), this
year to a team led by France’s Engie.
IWPs comprise mainly SWROs, which
are more energy-efficient compared
with their independent water and power
producer precursors.
Jubail 3B takes the total capacity
of awarded IWPs in the kingdom to
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SELECTED UPCOMING WATER PROJECTS
Project

Client

Country

Status

Capacity (cm/d)

Al-Zour North IWPP 2 and 3 (desalination plant)

KAPP

Kuwait

Study

624,590

Al-Khiran IWPP phase 1 (desalination plant)

KAPP

Kuwait

Study

568,260

Mirfa independent water project (IWP)

363,600

Ras Mohaisen IWP

Ewec
UAE
Bidding
Ministry of
Water &
Jordan
Prequalification
Irrigation
SWPC
Saudi Arabia Prequalification

Rabigh 4 IWP

SWPC

Saudi Arabia Prequalification

600,000

Shuweihat IWP

Ewec

UAE

Prequalification

318,200

Mirfa seawater treatment plant

Adnoc

UAE

Bidding

-

Al-Nouf seawater treatment plant

Adnoc

UAE

Prequalification

-

DESALINATION

Aqaba-Amman water desalination and
conveyance project

360,000
300,000

Amaala seawater reverse osmosis plant

Amaala

Saudi Arabia Bidding

58,000

Neom IWP

Neom

Saudi Arabia Study

500,000

19 desalination plants

Nuca, Gopp,
Egypt
HCCW

Study

Erbil sewage treatment plant

MOMT

Iraq

Bidding

Al-Haer ISTP

SWPC

Saudi Arabia Prequalification

200,000

Riyadh East ISTP

SWPC

Saudi Arabia Prequalification

150,000

Khamis Mushait ISTP

SWPC

Saudi Arabia Prequalification

50,000

Al-Wakra and Al-Wukair sewage treatment plant (STP)

Ashghal

Qatar

150,000

319,000

SEWAGE

Bid evaluation

210,000

Amaala STP

Amaala

Saudi Arabia Bidding

Jizan small STP cluster (20 plants)

SWPC

Saudi Arabia Prequalification

104,000

Al-Mutlaa wastewater treatment plant

MPW

Kuwait

400,000

Rayis-Rabigh IWTP

SWPC

Saudi Arabia Prequalification

900,000 (100km pipeline)

Ras Mohaisen-Al-Baha-Mecca IWTP

SWPC

Saudi Arabia Prequalification

400,000 (300km pipeline)

Jubail-Buraydah IWTP

SWPC

Saudi Arabia Prequalification

650,000 (603km pipeline)

SWPC

Saudi Arabia Prequalification

2.5 million cubic metres

Bidding

7,250

TRANSMISSION

RESERVOIR
Juranah independent strategic water reservoir

IWPP=Independent water and power project; KAPP=Kuwait Authority for Partnership Projects; Ewec=Emirates Water & Electricity Company; SWPC=
Saudi Water Partnership Company; Nuca=New Urban Communities Authority; Gopp=General Organisation for Physical Planning; HCCW=Holding
Company for Water & Wastewater; MOMT=Ministry of Municipalities & Tourism (Kurdistan); Ashghal=Public Works Authority; MPW=Ministry of Public
Works; ISTP=Independent sewage treatment plant; IWTP=Independent water treatment plant. Sources: MEED, MEED Projects

2.4 million cubic metres. With the first
two IWPs – Rabigh 3 and Shuqaiq 3 –
about to enter commercial operations,
SWPC this year began the prequalification process for two more IWPs: Ras
Mohaisen and Rabigh 4.
In view of promoting water security,
SWPC has also expanded the scope of
its partnership with the private sector in
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delivering projects beyond water desalination plants to include STPs, transmission networks and reservoirs. This year,
it mandated a team led by Spain’s Acciona to develop three independent sewage
treatment plants (ISTPs) and began the
prequalification process for three more.
The procurement process has also
started for Saudi Arabia’s – and the

region’s – first independent water storage
and transmission pipelines, with dozens
more of these types of projects expected
to be added to SWPC’s pipeline in April,
when it issues its next seven-year capacity planning statement.
In the UAE, while financial close continues to evade Dubai’s first IWP in Hassyan, Abu Dhabi’s RO plant in Taweelah,
the world’s largest, with a capacity in
excess of 909,000 cubic metres a day
(cm/d), is moving towards completion.
More than $77bn of water projects are
planned in the region, MEED Projects
data further shows. Transmission, desalination and treatment projects account for
close to 86 per cent of the total. Generally, the trend points toward more complex
and larger-capacity water schemes.
Saudi Arabia has the largest water projects pipeline, valued at $24.9bn, or 32
per cent of the total, followed by the UAE
(21 per cent) and Iraq (11 per cent).
Kuwait, Egypt, Qatar and Oman likewise
offer significant opportunities.
The UAE’s Emirates Water & Electricity Company has launched the tendering
process for two SWRO plants – Mirfa 2
and Shuweihat 4 – as part of the state
utility’s “least-cost” capacity expansion
plan. Abu Dhabi National Oil Company
(Adnoc) has started the procurement
process for the public-private partnership
components of its Wave Project, which
will replace the current aquifer water
injection systems used to maintain reservoir pressure in its onshore oil fields.
Bids are expected on 5 April 2022 for
the first seawater treatment plant project
in Mirfa, while the request for proposals
is expected imminently for the second
plant and associated facilities in Al-Nouf.
Other projects that have been in the
planning for some time now in Iraq and
Jordan have made major progress over
the past few months. The Iraqi Kurdistan
region’s Ministry of Municipalities &
Tourism has invited firms to bid by 25
January for the design-and-build contract
for the planned sewerage facility in the
southwestern area of Erbil city. Jor-

dan’s Ministry of Water & Irrigation has
also prequalified bidders for the $1bn
Aqaba-Amman water desalination and
conveyance project, the tender for which
is expected shortly.
Egypt progress
In Egypt, the plan to develop dozens
of small SWRO plants powered by
renewable energy is advancing too.
The government is expected to issue a
guideline for the procurement process
of the planned 47 desalination plants it
intends to put in place by 2025, which
have an estimated budget of $2.8bn. It
is understood the procurement process
for the 319,000-cm/d first phase of the
project will start imminently.
Overall, Egypt and Abu Dhabi hosting the next UN Framework Conference on Climate Change (UNFCCC)
in 2022 and 2023 could provide an
impetus to accelerate the adoption of
more energy-efficient water treatment
technologies across these countries
and their neighbours in line with
promoting both water security and
positive climate action. This, along
with the availability of environmental,
social and governance-focused funding, means more projects are likely
to get off the ground compared with
previous years.
Jennifer Aguinaldo

The world’s largest reverse
osmosis plant is moving
towards completion in
Abu Dhabi

“Saudi
Arabia has
the largest
water projects
pipeline,
valued at
$24.9bn, or
32 per cent of
the region’s
total”
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Construction

HOPES FOR THE FUTURE
AFTER ANOTHER BAD YEAR
While GCC construction projects have struggled in 2021 due to supply
chain bottlenecks and travel restrictions, Egypt has fared far better

A
$49bn

Value of construction and
transport contract awards
across the Middle East
as of 30 November 2021

$13bn

Value of construction and
transport awards in Egypt
by the end of November
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t the start of 2021, many in the
construction sector said the year
ahead could not be any worse than
2020. They were wrong.
According to regional projects tracker
MEED Projects, there had been $49bn
of construction and transport contract
awards across the Middle East as of 30
November, down from the $55bn awarded during the same period in 2020.
The slowdown in awards reflects
reduced government budgets for capital
expenditure projects and continued
uncertainty within the private sector as
countries spent large parts of the year
fighting the Covid-19 pandemic.
There was an exception to the rule –
Egypt, which was the best-performing
market for contract awards in 2021. It
had recorded $13bn of construction and

transport contract awards by the end of
November, up from the $10bn of awards
in the same period the previous year.
Busiest market
“Egypt has become the capital of projects
in the region,” says an international contractor working on transport projects in
the country. “It is our busiest market.”
Egypt had a key advantage over other
major construction markets during 2021.
Unlike countries such as Saudi Arabia
and the UAE, Egypt’s construction sector
is self-sufficient with its own engineers,
labour and supply chain.
“Egypt has a big labour market that
is very diverse,” says an international
consultant working on projects in the
North African country. “There is unskilled
labour, labour and talented engineers.”

Suez widening
The scale of projects undertaken in Egypt
has attracted global interest. The Suez
Canal expansion in 2014 set a precedent
when six international dredging firms
were contracted to dig the new channel.
In March, the Suez Canal was brought
back into focus when the container
vessel Ever Given ran aground, blocking
international trade. Since the incident,
Challenge Egyptian Emirates Company,
a joint venture entity established by the
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In contrast, projects in the GCC have
struggled to move ahead due to supply
chain bottlenecks and travel restrictions.
“We are close to securing a major contract in Saudi Arabia, but we do not want
it right now,” said a regional contractor
in October. “The problem is that we can’t
bring in labour directly from their home
countries because they are not on Saudi
Arabia’s [Covid-19] approved travel list.
This means we will have to fly thousands
of men to a third country, keep them
there on holiday for two weeks before
they go to Saudi Arabia – a huge cost.”
Construction has played a leading role
in Egypt since President Abdul Fattah
al-Sisi came to power in 2014. His first
high-profile project was an expansion to
the Suez Canal that opened in 2015.
Since then, there has been a steady
stream of major projects moving forward, including the new capital city, the
Al-Zour gas field, and a wide range of
other schemes across various sectors,
including oil, gas and petrochemicals,
power and water, and real estate.
The importance of the construction
sector was underlined by the president
in late October, when he ended Egypt’s
state of emergency for the first time in
years. In a post on his Twitter account,
Al-Sisi acknowledged construction’s role
in Egypt’s success.
“This is a decision that the Egyptian
people have been the real maker [of]
over the past years, with their sincere
participation in all development and
construction efforts,” he said.

2020

2021*

*=As of 30 November; Mena=Middle East and North Africa. Source: MEED Projects

Suez Canal Authority and National Marine
Dredging Company of the UAE, has been
working to widen sections of the canal.
Rail and real estate
While the Suez Canal made global headlines, the two Rs of rail and real estate
were the most active subsectors for
contract awards during 2021.
For rail, the largest project awarded
this year was a $4.5bn agreement signed
by the National Authority for Tunnels
with local companies Orascom Construction and The Arab Contractors and
Germany’s Siemens Mobility for work on
a 600-kilometre high-speed rail line that
will connect the port cities of Ain Sokhna
on the Red Sea to Marsa Matrouh and
Alexandria on the Mediterranean.
Other major rail awards include a
$1.016bn rolling-stock contract awarded
to France’s Alstom for Cairo Metro Line
1, and a $110.3m contract with South
Korea’s Hyundai Rotem to supply signalling and communication systems for the
118km Nag Hammadi-Luxor line in the
upper Nile River.
For real estate, the largest project
to move forward was an estimated
$1.9bn contract awarded to China State
Construction Engineering Corporation
(CSCEC) by Egypt’s Ministry of Housing,
Utilities & Urban Communities to construct towers within the masterplanned
El-Alamein New City development.
The five towers comprise a 300-metre-high apartment building and four
200-metre-high towers, plus commercial

“We expect
Egypt to
maintain a
high level
of activity for
the coming
years. It has
momentum
and no
shortage of
demand”
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Ongoing construction at
the El-Alamein New City
development in Egypt

“The ambition
of Saudi
Arabia’s
projects and
the ability to
deliver are
not aligned at
the moment”
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areas. CSCEC is providing funding for
the development. The El-Alamein deal
follows the estimated $3bn contract
CSCEC secured in 2017 to build the central business district in the New Administrative Capital. That contract includes a
400 metre-tall tower that will be Africa’s
tallest. CSCEC’s work also includes the
delivery of 12 business complexes, five
residential buildings and two hotels.
Other Chinese contractors have
secured building work in Egypt during
2021. In June, the Defence Ministry
notified a subsidiary of China’s Sinoma
International that it had submitted the
winning bid for a $440m contract to
construct housing in the Nile Delta.
For future work in Egypt, the pipeline
is promising. There are several large infrastructure schemes out to tender, which
should result in awards in early 2022.
Other major projects such as the next
phase of the capital city development are
also expected to start moving ahead.
“Our expectation is Egypt will maintain
a high level of activity for the coming
years,” says the international consultant. “It has momentum and there is no
shortage of demand as population growth
remains strong. We are very optimistic
about the outlook for construction.”
Saudi gigaprojects
In the GCC, Saudi Arabia was the
best-performing market, with $11bn of
contract awards for the year up to 30 November, slightly down on the corresponding period for 2020. Several key awards
in 2021 show that work on the kingdom’s
gigaprojects is starting to move on site.

The largest contract award during
2021 was a $533m deal secured by the
local Al-Rashid Trading & Contracting
from the Diriyah Gate Development
Authority to deliver the infrastructure
package for the Wadi Safar component of
its Diriyah Gate scheme.
Other major contract awards cover
work on Qiddiya entertainment city outside Riyadh, King Salman Park in Riyadh,
The Red Sea Development and Neom.
With higher oil prices and continued
tendering activity, an increase in contract
awards during 2022 is anticipated.
The pick-up could be constrained,
however, by the capacity of the local construction sector and its appetite for major
projects being delivered with aggressive
programmes. Senior executives heading
up the gigaprojects have already voiced
concerns about struggling to get competitive pricing for their projects.
As the volume of work being tendered
increases, there is a growing need for
more construction capacity that is willing
to work in Saudi Arabia.
“The ambition of projects and the
ability to deliver are not aligned at the
moment,” says a development manager
on a major scheme in the kingdom.
UAE and Qatar
Elsewhere in the GCC, there was a
decline in contract awards in the UAE.
There were $7bn of contract awards up
until 30 November 2021, down from
$12bn during the same period last year.
While activity showed signs of picking
up in the fourth quarter thanks to resurgent real estate prices, the market did not
make up for the time lost during the first
half of the year.
Qatar also experienced a decline in
construction awards. Until 30 November,
it had awarded $4bn of construction and
transport contracts, down from $10bn
in the same period last year. The drop in
activity marks the end of a construction
cycle driven by preparations for football’s
Fifa 2022 World Cup next year.
Colin Foreman

Region must
leverage event
opportunities
Hosting major events puts the
Middle East in the global spotlight
and can drive long-term growth

Bassam Halabi
GHD regional general
manager – Qatar

Key takeaways:
■ Major events such as Fifa

World Cup Qatar 2022 and
Expo 2020 Dubai provide
opportunities to showcase
the best of the Middle East
region to a global audience

■ People-centric, sustainable

urban design is essential
to make the region more
competitive on the world
stage in the long term

■ To make life in the Middle

East more sustainable
and enjoyable, the development of clean energy
and green spaces must
be a priority

In partnership with

With Expo 2020 Dubai now under way,
and the Fifa World Cup kicking off in
Qatar next year, what can Qatar, the
UAE and the rest of the Middle East do
to capitalise on these opportunities?
You cannot put a price on the exposure
our region is getting. Despite all the
challenges of 2020, to have come out of
it on the other side, hosting two of the
greatest shows on earth within a year of
one another, is astonishing.
Not only are these wonderful spectacles for the whole world to enjoy, they are
also extremely important to the GCC’s
long-term goals. From Qatar’s 2030 National Vision right through to the various
strategies of the UAE and beyond, the
drive to stability, innovation and sustainable growth is front and centre.
We want people from all over the world
to look on enviously at what is happening
here in the Middle East and be part of
it, whether in terms of investing here,
coming to live and work, or just to visit
for leisure. Expo and the World Cup play
a big role in demonstrating our region as
an increasingly mature, confident place.
How can the region keep up the momentum after the World Cup and the expo?
It is not enough just to put ourselves in
the shop window – we need to make the
region “sticky”. What I mean by that is
that when people come here to work, for
leisure or to invest, they want to stay for
the long haul.
If we are going to make this a reality,
putting people at the heart of our urban
design is a must. It is no longer enough
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to build something and expect it to succeed. Expectations have shifted hugely in
recent years and cities must respond.
To lead as innovators and become
more competitive on the world stage,
cities must show their heritage and individuality, become increasingly sustainable
and build inclusive communities that
make others want to be part of it.
We are at a natural advantage as we
do not have the same legacy issues as
long-established cities in the US and
Europe. There is so much ambition here
and if we get it right, we can look forward
to a very prosperous future. The projects
GHD has contributed to in the past two
decades all have this ambition at heart
and we are looking forward to what the
future holds.
What more can regional governments
do to diversify their economic position,
create a skilled workforce and attract
inward investment?
Governments have been responsible
for a huge amount of change since we
opened here 20 years ago. The sheer
weight of investment that governments
have facilitated has been staggering. In
recent years, Qatar has invested billions
of dollars in infrastructure, while many
other Gulf states have also significantly
grown the scale of their investments in
placemaking, transport and energy.
Looking specifically at energy production, the UAE is aiming to ramp up clean
energy and reduce the carbon footprint
of power generation. This means that
innovation and continued investment in
green energy, water production and agriculture is key. Therefore, I expect to see
sizeable investment in alternative energy
sources, solar farms on roofs and more
water-capture devices, as well as more
green space in the built environment.
To make life in the Middle East more
sustainable and enjoyable, the future of
the community and the health and wellbeing of people lies in greenery, in every
sense of the word.

LURING INVESTMENT
Saudi Arabia’s newly launched National Investment Strategy is
targeting a dramatic increase in foreign direct investment (FDI) by
2030, backed by a major expansion of free zones in the kingdom

FDI IN SAUDI ARABIA OVER TIME, AND 2030 TARGET
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COVID-19 CAUSES REAL
ESTATE RESHUFFLE
While traditional regional heavyweights Saudi Arabia and the UAE have
exceeded pre-pandemic performances, new markets are showing promise

T
14%

Annual growth
inapartment sales prices
in Dubai in 2021 up to
third quarter

2.9%

Increase in lease rates for
Grade A office space in
Riyadh to the end of
September
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he Middle East and North Africa
(Mena) region’s property landscape
has evolved in the two years since
the onset of the Covid-19 crisis. The retail and hospitality real estate segments,
among the region’s best performers over
the past two decades, noted unprecedented downturns in 2020 and 2021.
Residential and commercial hubs
weathered the decline in distinct ways, but
markets such as Dubai and Riyadh have
exceeded their pre-pandemic performances amid the introduction or enhancement
of laws since the start of 2021 to support
the demands of a pandemic-influenced
socio-economic landscape.
The recovery has been most pronounced in the regional residential seg-

ment since the pandemic compelled more
people to spend time indoors. With more
employers shifting to full- or part-time
remote working models, the appeal of
upgrading to homes that are larger or offer better connectivity to public transport
has grown, and will continue to influence
property market movements in 2022.
Residential growth
Apartment and villa sales prices in Dubai
noted annual growth of 14 per cent and
37 per cent respectively in the year to
the third quarter of 2021, according
to the UAE’s Asteco. Apartment rents
noted a 2 per cent year-on-year decline
in Abu Dhabi and sale prices remained
largely unchanged, but the villa segment

performed well in the UAE capital, with
average rents increasing by 3-8 per cent
during the year to 30 September.
Mild but consistent growth is also
under way in Saudi Arabia’s residential
sector, partly driven by the impetus for
the Vision 2030 mandate to grow citizen
home ownership to 70 per cent by 2030.
Home ownership has become more
affordable since the launch of the Saudi
National Transformation Plan (NTP) in
2016. For instance, the cost of two-bedroom apartments is, on average, 2.4
times the value of annual incomes, compared with a multiplier of 2.7 in 2016.
According to the UK’s Knight Frank, this
value is “well within globally accepted
affordability thresholds”.
Apartment values in Riyadh and Jeddah
grew by 17 per cent and 12 per cent
respectively in the 12 months to November, marking the fastest pace of growth
in five years. In Riyadh, apartment prices
have grown by 14.4 per cent since 2019,
but villa price growth across the whole
of Saudi Arabia is starting to slow, which
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CAIRO RESIDENTIAL MARKET OVERVIEW AS OF SEPTEMBER 2021
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existing
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Knight Frank has indicated may be linked
to emerging affordability issues, combined with other structural changes in
the market.
“It’s not just affordability that’s becoming an issue when it comes to villas,
it is now also more culturally acceptable
for a family to buy an apartment as their
first home,” says Faisal Durrani, head of
Middle East research at Knight Frank.
“Also, the young demographic of the
country – 56 per cent are below the age
of 35 – are expected to be less in favour
of multi-generational living, creating even
more demand for housing.”
Saudi Arabia announced in February
it would cease contracting with firms
headquartered outside the kingdom from
2024. The move has incentivised at least
44 firms to establish their regional bases
in the kingdom. Burgeoning demand
for Grade A office space in Riyadh has
placed upward pressure on lease rates,
which rose about 2.9 per cent to the end
of September, according to Knight Frank.
“Furthermore, the persistent flight to
quality means Grade A and B rents drifting further apart, highlighted by the fact
Grade B office rents across Saudi Arabia
have fallen by between 1 and 3 per cent
[in 2021],” says Durrani.
Meanwhile, emerging hubs such as Cairo and Manama are offering new promise
for future property sector growth. In
November, Bahrain released details of
its $30bn Strategic Projects Plan, which
includes building urban areas on five reclaimed islands to increase the total land
area of the country by 60 per cent.

Legislative reforms are also being implemented to grow the value of Bahrain’s
existing land bank. Residential real estate
performance has been mixed over the
past year, but tenants now have “greater
bargaining power and flexibility in negotiating with landlords”, according to the
US’ CBRE.
Average capital values across apartments recorded a slight decline of 0.2
per cent on a quarterly basis. Low- and
high-end capital values remained largely
stable, but prices across the mid-end
apartment market recorded a quarteron-quarter decrease of 1 per cent.
In Cairo’s residential sector, the recovery has commenced, although it had yet
to reach pre-pandemic levels as of September. Sales prices saw annual increases
of 4 and 6 per cent in the cities of Sixth
of October and New Cairo respectively,
according to the UK’s JLL. However,
rents dropped by 1 per cent in 6th October and remained stable in New Cairo.
Commercial enquiries and transactions
slowed in the third quarter compared
with the preceding quarter, but higher
demand was recorded from banks and
financial technology companies looking
to relocate to high-quality office locations
– mainly in East Cairo.
New trend
Mixed-use developers in Egypt are starting to offer capital expenditure (capex)
for foreign food and beverage (F&B)
businesses to attract end-users and investors. The business model includes providing a fixed amount in capex in exchange
for slightly increased rents, Ralph Nader,
CEO of Lebanon’s Amber Consulting,
told MEED on the sidelines of the Arabian Hotel Investment Conference (AHIC),
held in Dubai on 20-22 September.
Ultimately, developers hope the provision of full capex for well-known – and
locally unavailable – F&B concepts will
entice footfall to their locations, Lebanese restaurateur Mario Haddad Jr told
MEED on the sidelines of AHIC.
Neha Bhatia
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RIYADH’S GREAT
TRANSFORMER
By Colin Foreman

The Public
Investment
Fund is the
driving force
behind the
rapid
development
that is
under way in
Saudi Arabia

W

DOMESTIC STRATEGY
PIF will focus on the following
13 sectors as part of its
core domestic strategy:
• Healthcare
• Utilities and renewables
• Telecoms, media and technology
• Food and agriculture
• Automotive
• Transport and logistics
• Real estate
• Aerospace and defence
• Construction and building
components and services
• Entertainment, leisure and sports
• Financial services
• Metals and mining
• Consumer goods and retail
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ithin 10 years, if all goes to
plan, Saudi Arabia will be
unrecognisable. The capital
Riyadh will have doubled in
size, becoming a city of 15
million people (see page 58);
a $500bn futuristic city will
have been built out of the desert in the north east at Neom;
and these sprawling cities will
be joined by a raft of specialised gigaprojects completed
across the kingdom.
The driving force behind
the planned transformation is
the Public Investment Fund
(PIF). The sovereign wealth
fund was originally founded in
1971, and PIF was transferred
from the Ministry of Finance
to the Council of Economic &
Development Affairs (Ceda) in
2015. Since then, it has been
led by Prince Mohammed bin
Salman al-Saud, Crown Prince,
Deputy Prime Minister and
chairman of Ceda.
PIF’s role in the Saudi
economy was turbocharged in

2016 when it was announced
that the government’s
shareholding in national oil
company Saudi Aramco would
be transferred to PIF ahead of
its initial public offering (IPO).
The IPO was completed in late
2019 with 5 per cent of the
company listed on the Saudi
Stock Exchange (Tadawul).
Investment portfolio
At the same time, PIF rose to
international prominence with
the SoftBank Vision Fund.
In 2016, it signed a binding
memorandum of understanding that committed it to investing $45bn in the fund over
the coming five years. In total,
the fund raised $100bn in
capital and its broad-ranging
technology-focused portfolio
includes companies such as
ride hailing apps Uber and
Didi, e-commerce marketplace
Flipkart, accommodation
provider Oyo and construction
company Katerra.

PIF’s prize is not only $1tn-worth of assets under management, but
also a Saudi economy that has been transformed for the future

five-year strategy that outlined
plans to grow its assets under
management to $1.1tn by the
end of 2025.
It includes the Vision Realisation Programme (VRP)
2021-25, and builds on PIF’s
success of the past four years,
during which time it tripled
assets under management
to nearly $400bn at the end
of 2020.

PIF’s portfolio also includes
a wide range of other investments that are split into
six broad pools: an international diversified pool, international strategic investments,
Saudi gigaprojects, Saudi
real estate and infrastructure
development, Saudi sector
development and Saudi holding companies.
As Saudi Arabia’s economy
struggled with the disruption
caused by the Covid-19

Future strategy
In addition to growing assets
under management, Prince
Mohammed said at the launch
that the strategy will act as
a roadmap for the fund in
the coming five years as it
helps to realise the kingdom’s
Vision 2030.
The fund will do this by
breaking with the strategies
typically deployed by sovereign wealth funds in the
region, which have traditionally involved stable long-term
investments overseas.
Instead, PIF plans to be
an active agent of change by
spending a minimum of $40bn
annually on domestic projects
and investments, contributing

“PIF plans to be an active agent of
change by investing a minimum of
$40bn annually in domestic projects”
pandemic in 2020, it was
increasingly expected that
PIF would focus its efforts
in the future on driving the
domestic economy.
Those expectations were
confirmed in January this
year when PIF launched its

$320bn to non-oil GDP cumulatively through its portfolio
companies, and creating 1.8
million direct and indirect jobs
by the end of 2025.
PIF will focus on 13 sectors
as part of its core domestic
strategy (see list, left).

Much will depend on the
construction sector for the
near-term future, as it will
play a crucial role in making
PIF one of the most valuable
sovereign wealth funds in
the world.
After a challenging five
years that saw the collapse of
two of its biggest contracting
companies, the sector faces its
most important decade on record, with PIF saying it plans
to spend SR3tn ($800bn) on
projects over the next decade.
The projects will fall into two
broad categories.
When it comes to population
growth in the kingdom, Saudi
Arabia is focused on “two main
cities, Riyadh and Neom”, said
Prince Mohammed.
“In the rest of the cities, we
focus on improving services,
the quality of life, seizing
the opportunities in tourism,
natural resources and other
opportunities,” he added.
New assets
This spending will create new
assets for PIF. Speaking with
former Italian prime minister
and senator for Florence,
Matteo Renzi, at the recent
Future Investment Initiative,
Prince Mohammed gave a detailed answer to the question
on everyone’s minds: exactly
how will the value of assets
be increased from SR1.5tn
to SR4tn?
“Quite simply, there are a
number of sources,” Prince
Mohammed said. “First, there
are a lot of assets managed
by PIF [that are] valued today
at zero. These assets include
the lands of Neom, the size of
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Belgium, with a book value of
zero at PIF.
“The land of the Amaala
project, also equal to the size
of Belgium, has a book value
of zero. The land of the Red
Sea Project, also equal to the
size of Belgium, has a book
value of almost zero. The
land of the Qiddiya project in
Riyadh, equal to half the size
of Bahrain, has a book value
of zero,” he continued.
“There are tens of real
estate assets that have a book
value of zero at PIF. Once
investments are injected there,
this will reflect on the value of
the asset itself, increasing it to
over SR1.5tn.
“These assets exist and are
owned by PIF. So, this is the
first source.”
The crown prince then went
on to outline that funds from
future Saudi Aramco IPOs,
privatisation projects, and the
natural growth of PIF profits
and their reinvestments will
also contribute to PIF reaching its targets.
Longer term, Prince Mohammed has said that PIF will
invest SR2tn in new projects
(see page 18) from 2026 to
2030, taking the total value of
investments planned for the
decade to SR3tn.
Localisation drive
To support the kingdom’s
local economy further, the
domestic supply chain will
account for more than half of
the content in PIF projects.
“We aim to increase local
content in PIF projects and its
portfolio companies to 60 per
cent in the coming five years,”
Prince Mohammed said at the
strategy launch.
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TIMELINE OF PIF’S PROJECTS AND INVESTMENT
1971
PIF is established as Saudi Arabia’s
sovereign wealth vehicle

Jun 2016
PIF acquires an approximate 5 per cent
stake in Uber for $3.5bn
Apr 2017
PIF announces plans for the Qiddiyah
entertainment city near Riyadh
Jan 2019
Saudi Arabia launches Neom, a $500bn
technology-driven urban megaproject
scheme
Jul-Oct 2020
PIF reduces its holdings in US stocks,
including Uber, from $10.1bn to $7bn

First quarter 2021
Construction to start on The Line at Neom

Mar 2015
PIF is retasked with diversifying the Saudi
economy
Oct 2016
PIF agrees to invest $45bn over five years
in the SoftBank Vision Fund
Jul 2017
PIF establishes the Red Sea Project, a
luxury coastal development masterplan
May 2020
SoftBank Vision Fund reports a loss of
$17.7bn due to investments in Uber and
WeWork
February 2021
PIF launches its five-year strategy and
Vision Realisation Programme
It commits to investing $266bn in the Saudi
economy through to 2025
PIF invests $3.3bn in three of the world’s
top video game manufacturers

2022
Airport and first hotels to open at The
Red Sea Project
2030
Assets under management to reach $2tn

The project push has already started. On 10 January,
Prince Mohammed announced
the launch of The Line as part
of the $500bn Neom scheme.
Construction work is due to
commence in the first quarter

2025
Assets under management to reach
$1.07tn

part of the Red Sea Project on
the west coast of the kingdom.
These projects, like all construction schemes, come with
risks that sovereign wealth
funds have traditionally shied
away from.

“The domestic supply chain will account for
more than half of the content in PIF projects”
of this year. Once completed,
The Line project is expected
to house 1 million people.
Other signs of upcoming
project activity have followed.
In February, Prince Mohammed launched the concept
design for the Coral Bloom
project, to be developed on
Shurayrah Island, which forms

For PIF, its mandate to drive
national economic transformation and achieve positive
and sustainable change in the
kingdom means the projects
are well worth the risk. The
prize is not only $1tn-worth of
assets under management, it is
a Saudi economy that has been
transformed for the future.

DELIVERING TRANSFORMATION
Saudi Arabia’s Public Investment Fund (PIF) has a strategy to grow
its assets under management to $1.1tn by the end of 2025 and its
portfolio includes some of the biggest projects ever seen in the region

NEOM

RUA AL-MADINAH

TECH-DRIVEN GREENFIELD
URBAN MEGAPROJECT SCHEME
ESTIMATED COST: $500bn
KEY FEATURES:
• A 32-kilometre-long causeway
will bridge the Red Sea to
Egypt
• The Line, a 170-kilometre-long
belt of communities, will link
to Tabuk
PROGRESS:
• Neom Bay airport and
peripheral infrastructure have
been constructed
• Project managers are
engaged on The Line, with
tenders expected in Q1

MIXED-USE CULTURAL AND
Ar’ar
RESIDENTIAL DEVELOPMENT
ESTIMATED BUDGET: $10bn
KEY FEATURES:
Sakakah
• 500 housing
units, 80,000
hotel rooms and prayer areas
for 200,000 worshippers

AL JAWF
AL-JAWF

ROSHN
AFFORDABLE RESIDENTIAL
HOUSING PROGRAMME FOR
NATIONALS
ESTIMATED COST: $1bn
KEY FEATURES:
• Targeting 70 per cent home
ownership by 2030
Rafha
• Beginning with 30,000 homes
in Riyadh

Al Jawf

PROGRESS:
• The first phase of the project
will launch in 2023

Tabuk

PROGRESS:
Al Batinhomes
• ContractsHafar
for 4,000
awarded so far

Al Qaisumah

Jubbah

Ha’il
Hail

Tayma

TABUK

HA’IL
HAIL

AMAALA
4,155 SQUARE-KILOMETRE
LUXURY COASTAL RESORT
PROJECT
ESTIMATED COST: $1.4bn
KEY FEATURES:
• Three sub-projects areas:
Triple Bay, the Coastal
Development and the Island

Buraidah
Al
Al-Hulayfah
Hulayfah
Al
Al-Eshash
Eshash

Al Majma’ah
Al-Majmaah

AL-QASSIM

AL
AL-MADINAH
MADINAH

Nifi

Medina

PROGRESS:
• Main contracts for the first six
hospitality assets are due to
be awarded in 2021
• Package one of Amaala’s
airport has been awarded;
package two is due this year

Al Duwadimi
Al-Duwadimi

RIYADH

MAKKAH
Jeddah

QIDDIYA

Mecca

Ta’if
Taif

RED SEA PROJECT
28,000 SQUARE-KILOMETRE
LUXURY COASTAL DEVELOPMENT
ESTIMATED COST: $16bn
KEY FEATURES:
• 50 resorts across 22 islands
and six inland sites
• 8,000 hotel rooms and 1,300
residential properties
PROGRESS:
• A dedicated airport and four
hotels are on track to open by
the end of 2022
• The 12 additional hotels
included in the first phase will
open in 2023
• $4bn of contracts awarded

NEW JEDDAH
DOWNTOWN
10-YEAR WATERFRONT CORNICHE
REDEVELOPMENT PLAN
ESTIMATED COST: $4.8bn
KEY FEATURES:
• Five square-kilometre site
with plans for mixed-use
residential, leisure and
commercial use
• Aims to develop destination
that will lead to the generation
of 36,000 new jobs
• 12,000 housing units for
58,000 new residents

Riyadh

Al-Bahah

Abha

Layla

334 SQUARE-KILOMETRE
ENTERTAINMENT CITY SCHEME
ESTIMATED COST: $6.5bn
KEY FEATURES:
Bisha • Six Flags theme park, a
sports complex, a water park,
a motorsports complex and
an arts centre
PROGRESS:
• Three-year, $294m
contract
NAJRAN

Khamis underway for major roads
Mushait and bridges

JIZAN
Jizan

• Phase
one due to openSharorah
in
Najran
2023; third and final phase
due in 2030

Sources: MEED; MEED Projects
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This article first
appeared in the
November 2021
issue of MEED
Business Review

TOURISM HITS
RESET BUTTON
By Colin Foreman

$1.3tn

Loss in export revenues due
to the collapse in international
travel and tourism during 2020

10%

Saudi Arabia’s 2030 target for
tourism’s contribution to GDP

$3.76bn

Value of the first riyal-denominated
credit facility to receive green financing
accreditation – secured by The Red
Sea Development Company
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J

ust how bad 2020 was for
the global tourism industry is
difficult to understate.
According to the United
Nation’s World Tourism
Organisation (UNWTO), the
collapse in international travel
during the year resulted in a
loss of $1.3tn in export revenues – more than 11 times the
loss recorded during the 2009
global economic crisis.
At the same time, the Covid-19 pandemic and its resulting lockdown measures put
between 100 and 120 million
direct tourism jobs at risk.
Against such a negative
backdrop, the global tourism
industry had good reason
to be pessimistic about the
road ahead.
Nearly two years after the
start of the pandemic, the industry is now looking forward
to much better times ahead.
Speaking via video address at the Arabian Hotel
and Investment Conference

(Ahic) in Dubai in September,
Chris Nassetta, president and
CEO of global hotel operator
Hilton, said: “We are going
to unleash an unbelievable
amount of demand for people
to get out, see the world and
have experiences again.
“I think we will be in a new
era or age, a golden age of
travel that will be even better
than what we experienced
pre-Covid.”
Avenging Covid
There are signs that this trend
may have already started.
At Bahrain International airport, a spike in traffic numbers
over the summer has revealed
a phenomenon that Bahrain
Airport Company CEO Mohamed Yousif al-Binfalah calls
“revenge tourism”. The term
refers to people who are so
desperate to travel that they
are no longer concerned about
any Covid-19-related restrictions that may be in place.

PHOTOGRAPH: NEOM (BAJDAH SHIP ROCK, AARON JENKIN)

Tourism
projects are
set to
capitalise on
the postpandemic
urge to travel
and enjoy new
experiences
again

The size of the opportunity in Saudi Arabia
is upwards of 400,000 room keys by 2030

Countries without a robust
recovery, and that had identified the sector as a future
driver for growth and diversification, have seen those
plans jeopardised.

The potential resurgence of
travel and tourism is welcome
news for the Middle East,
where many countries depend
heavily on tourism for jobs
and economic activity.
In Dubai, for example, S&P
Global Ratings recently gave
details of the impact of the
pandemic on the tourism sector and the broader economy.

Saudi gigaprojects
Saudi Arabia has the region’s
most ambitious plans for
tourism. Under its Vision
2030 economic roadmap,
Riyadh has billions of dollars
of investment earmarked
for strategic projects across
the kingdom.
“Vision 2030 has changed
the way we think and has
realigned our priorities, away
from being purely dependent
on oil and gas to becoming a
much more diverse economy,”
said Mahmoud Abdulhadi,
deputy minister for investment
attraction at Saudi Arabia’s
Ministry of Tourism, while
speaking at Ahic.
“Tourism is playing a key
part. We want it to become
the second-largest contributor
[to GDP] after oil and gas,

“A spike in traffic at Bahrain International
airport over the summer has revealed a
phenomenon known as revenge tourism”
“Tourism’s contribution to real
GDP fell to about 13 per cent
in 2020, from 18 per cent in
2019,” it said.
Similarly, the World Travel
& Tourism Council (WTTC)
reported that, in Egypt, the
travel and tourism sector’s
contribution to GDP fell from
8.8 per cent of GDP in 2019
to 3.8 per cent in 2020.

[representing] 10 per cent of
GDP by 2030. That is up from
3.6 per cent today.”
To make that happen, Saudi
Arabia needs a lot more hotels.
“The size of the opportunity in
Saudi Arabia between now and
2030 is upwards of 400,000
room keys,” Abdulhadi added.
As well as continued development in the capital Riyadh

and in Mecca, which each year
welcomes pilgrims visiting its
holy sites, the game changer
for Saudi Arabia’s tourism
offering will be the self-styled
gigaprojects such as Neom,
The Red Sea Project, Amaala,
Qiddiya and Al-Ula.
Launched in 2017, these
schemes have progressed
throughout the pandemic
and a range of destinations
are now preparing to start
opening properties in the
coming years.
For John Pagano, the CEO
of both The Red Sea Development Company and the Amaala project on the western Red
Sea Coast of Saudi Arabia, the
kingdom’s projects will come
online at a perfect time.
“The world is starting to
open up finally. You want to invest in a period where there’s
disruption or a downturn,”
he said. “Once the uptick
happens, it’s too late because
capital projects take years
to deliver. We couldn’t have
planned the timing any better.
“Not only is the timing
positive in terms of travel
rebound, but also the leisure
space in particular is super
strong. We are very optimistic
about the opening of the destination at the right time.”
Bahrain beach town
Saudi Arabia is not the only
Middle Eastern country that is
building new projects to cater
for the rebound in tourism.
In Bahrain, work has started
on a new beach town on the
southwest coast of the main
island. Known as Bilaj Aljazayer, the masterplanned scheme
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Edamah is
preparing
to start
the first
buildings
at Bilaj
Aljazayer
on Bahrain’s
southwest
coast

Experience-seekers
“Building destinations is really
the future of real estate,” said
Amin al-Arrayed, CEO of
Edamah. “Previously, the focus
was on retail and building
malls and shopping centres.
“What this pandemic has
shown us is that technology can provide goods and
services much better than
some retail outlets. But what
e-commerce cannot deliver
is experience. When they say
we’re going to go to a place,
what they’re really interested
in is the experience.”
Linked to experiences is
sustainability. Globally sustainability has become a trend for
all sectors and tourism is no
exception. Travellers, particu-
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larly those from the millennial
generation, want to travel
responsibly without damaging
the environment or the local
communities of the destinations they visit.
The region has responded to this trend by placing
sustainability at the core of
its developments. One of the
project companies leading the
way is The Red Sea Development Company, which earlier
this year secured a SR14.12bn
($3.76bn) loan to finance the
development of the Red Sea
Project – the first riyal-denominated credit facility to receive
green financing accreditation.
“Given our positioning and
the way we focus on sustainability and regeneration, I
think that will feed into a rich
seam of demand that’s going
to come out of the marketplace,” said Pagano.

The recovery will not be
universal. Instead, it will be
K-shaped with market segments offering sustainable
experiences for travellers keen
to explore the world looking
forward to a golden age of
travel, while others face a
more challenging outlook.
Business travel
Most of the negative sentiment
surrounds business travel,
which is not expected to rebound fully as businesses opt
to save on travel budgets and
continue to conduct the bulk
of their meetings using online
platforms such as Zoom and
Microsoft Teams.
“If you are in the business
hotel sector, you had better start devising new ideas
because they will continue to
suffer,” said Samih Sawiris,
chairman of Orascom Hotels

“Travellers, particularly the millennial
generation, want to travel responsibly
without damaging the environment”
“People want to travel responsibly. They want to travel
to destinations that are doing
the right thing by way of the
environment. I think consumers are going to reward us for
the extra efforts that we are
undertaking,” he added.

& Development, speaking at
Ahic. “Travelling for business
will almost immediately go if
you don’t have a hotel that is
in a cool place. If there isn’t
tonnes of things to do other
than business, you’re going to
have a tough time.”

PHOTOGRAPH: EDAMAH

may be on a smaller scale than
the projects planned in Saudi
Arabia, but it will be just as
transformative. It will give
the country a new beachside
tourism offering as it seeks to
further diversify its economy.
Bahrain Real Estate Investment Company (Edamah) is
preparing to start work on the
development’s first buildings.
Like the projects in Saudi
Arabia, Bilaj Aljazayer is
expected to capitalise on the
anticipated post-pandemic
urge to travel and desire to
enjoy new experiences after
months of lockdowns.

POINTED INVESTMENT
Regional governments are making concerted efforts to
level up their leisure and tourism offerings, both through the
regeneration of existing assets and greenfield megaprojects

Neom
Saudi Arabia
$500bn
$11.2bn

$820m

Red Sea Project
Saudi Arabia
$16bn

Qiddiya
Saudi Arabia
$10bn

$4.6bn
$1.3bn

Yas Island
UAE

$4.3bn

$300m

Al-Ula
Saudi Arabia
$15bn

$3.3bn

$220m

$12bn

$8.9bn
$6.4bn

Hatta
UAE
$520m

Bilaj Aljazayer
Bahrain

$8m

$8m

$500m
$120m

$0m

Sharm el-Sheikh
Egypt
$4.7bn

KEY:
Total estimated masterplan value
Announced leisure, tourism and
associated infrastructure
Project contracts awarded to date

$575m

$380m

Sources: MEED Projects, MEED
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Awards mark 10 years of
supporting region’s SMEs
Best-in-class SMEs recognised at the 10th Gulf Capital SME Awards
ceremony hosted at Palace Downtown Dubai in December

Gulf Capital CEO
Karim el-Solh (left)
and MEED editorial
director Richard
Thompson (right)

“This year, we
saw how these
organisations
overcame the
challenges
of a global
pandemic
by adopting
agile business
plans”
96 \ YB 2022

A

ttended by more than 250 small
and medium-sized enterprise (SME)
business leaders and industry stakeholders, the 10th annual Gulf Capital SME
Awards ceremony was a moment to pause
and recognise the remarkable achievements of the SME sector.
Fourteen SMEs in particular had proven
that, despite the challenges posed by a
global pandemic, they had the necessary
ingredients – namely, strong business
principles, a focus on people and culture,
and a commitment to innovation – to
develop and grow a successful business
in the region.
Competitive categories
In addition to the over-all winners recognised across 18 categories, the ceremony
also celebrated a further seven businesses
as highly commended across categories
including Customer Focus of the Year, Cigna People and Culture of the Year, and the
Gulf Capital Business of the Year.
This 10th annual edition of the awards
was one of the most competitive in recent

years, gathering over 340 submissions
from companies that represented a combined annual turnover in excess of $3bn.
Immensa, winner of the coveted Gulf
Capital Business of the Year award, was
recognised for its extremely strong business model and the way it has tapped into
the very competitive oil and gas market.
Commenting on the accolades, Karim
el-Solh, CEO of Gulf Capital, said: “It has
been a remarkable journey over the past
10 years of supporting and recognising
SMEs at the Gulf Capital SME Awards.
“Each year we see the remarkable ambition of these entrepreneurs who continue
to serve as the backbone of the regional
economy and push the boundaries of
innovation, customer focus and economic growth. This year, we saw how these
organisations overcame the challenges
of a global pandemic by adopting agile
business plans, focusing on their people
and culture and customers’ needs.
“This is a testament to the region’s resilience and I congratulate all of the winners
for their remarkable achievement.”

SME Awards
WINNERS
1. Business Innovation of the Year: ekar
2. Business Leader of the Year: Natasha Hatherall,
founder and CEO, TishTash Marketing
3. B2B Small Business of the Year: Tenderd
4. B2B Technology Start-up of the Year: IQ Robotics
5. B2C Technology Start-up of the Year: PawPots
6. B2C Small Business of the Year: SQUATWOLF
7. Customer Focus of the Year: Furchild
8. Cigna People and Culture of the Year: TishTash
Marketing and Public Relations
9. Disruption of the Year: PointCheckout
10. FedEx Start-up Business of the Year: Hayawiia
11. Gulf Capital Business of the Year: IMMENSA
12. Digital Business of the Year: ArtSmiley
13. Emirati Business of the Year: AquaFun
14. Entrepreneur of the Year: Ahmed Ben Chaibah,
CEO, AquaFun
15. Micro Business of the Year: One Clique Systems
16. Marketplace Technology Start-up of the Year:
Distichain
17. Sustainable Business of the Year Award:
Trident Trackway
18. New Entrepreneur of the Year: Mohammad Absi
Halabi, founder and CEO, swftbox
HIGHLY COMMENDED:
■ Customer Focus of the Year: Time Lapse
Middle East DMCC
■ Disruption of the Year: IMMENSA
■ Digital Business of the Year: Klaim.Ai
■ Emirati Business of the Year: Farmin
■ B2B Technology Start-up of the Year: FinFlx
■ Marketplace Technology Start-up of the Year:
BuildHop and BuzzBee
■ Cigna People and Culture of the Year: Qarar
■ Gulf Capital Business of the Year: TishTash
Marketing and Public Relations

MEED Group commercial director,
Sonia Kerrigan, added: “This year’s
winners are a reminder of why the SME
community have quickly become the
foundation of the region’s continued
economic growth and development despite the pandemic. Their commitment,
passion and drive are an inspiration.”
The Gulf Capital SME Awards are supported by founding partner Gulf Capital,

1

2

3

4

5

6

7

9

10

11

12

13 14

15

16

official health and wellbeing partner
Cigna, official logistics partner FedEx
Express, endorsing partners Dubai SME
and Khalifa Fund for Enterprise Development, and association partners Dtec,
in5, StartAD and TieDubai.
The awards were also supported
by VIP reception attendees eZone,
Dupod, Hayawita, IQ Fulfilment and
Land Sterling.

8

17

18
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MEED reveals the best
Mena projects of 2021
Twenty projects named winners, eight highly commended and eight more
receive innovation and sustainability medals at the MEED Projects Awards

T

he ceremony for the 2021
MEED Projects Awards in
association with Mashreq
brought together infrastructure
industry leaders from across the
Middle East and North Africa
(Mena) region to celebrate their
outstanding successes and contributions despite the numerous
challenges faced over the past year
due to the Covid-19 pandemic.
The MEED Project Award of the
Year 2021 went to Egypt’s Bahr
el-Bakar water treatment plant and
reclamation project, submitted by
Khatib & Alami and a joint venture
of The Arab Contractors (Osman
Ahmed Osman & Co.) and Orascom Construction (pictured).
The second most successful
project submission for 2021 was
Alfanar’s smart meter rollout in
Saudi Arabia, which won Mena
Mega Project of the Year and
was highly commended in the
Digital Infrastructure Project of
the Year category.
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THE 2021 WINNERS ARE:
MEED Project Award of the Year, in association with
Mashreq 2021

Bahr el-Bakar water treatment plant and
reclamation project

MEED Engineer of the Year

Mourad M Bakhoum

Mena Commercial Property Project of the Year

Omantel Headquarters in Oman

Mena Digital Infrastructure Project of the Year

Etihad Rail signalling and train control system

Mena Education Project of the Year

College of Life Sciences, Kuwait University

Mena Healthcare Project of the Year

Sultan Qaboos Cancer Care and Research Centre,
Oman

Mena Hotel Project of the Year

Hilton Garden Inn Riyadh Financial District and
DoubleTree by Hilton Riyadh Financial District

Mena Industrial Project of the Year

Project Silk, UAE

Mena Mega Project of the Year

Smart meter rollout, Saudi Arabia

Mena Oil and Gas Project of the Year

Ras Badran tank farm, Egypt

Mena Power Generation Project of the Year

Amin solar PV plant, Oman

Mena Power Transmission Distribution and
Substation Project of the Year

Construction of Ibri solar grid station, Oman

Mena Residential Project of the Year

The Address Beach Resort and Residences, UAE

Mena Road Project of the Year

Construction and upgrade of Qatar’s Rayyan Road

Mena Small Project of the Year

Enoc Future Mobility Station at Dubai Expo 2020

Mena Social, Cultural and Heritage Project
of the Year

UAE’s House of Wisdom

Mena Tourism and Leisure Project of the Year

UAE’s Yas Bay

Mena Transport Project of the Year
Mena Water Project of the Year

Cairo Metro Line 3 Phase 4
Cairo Metro Line 3 Phase 4B
Bahr el-Bakar water reclamation plant
Bahr el-Bakar water treatment plant, Egypt

The complete list of the 2021 MEED Projects Awards in association with Mashreq winners and
finalists is available on the awards website at www.projects-awards.meed.com

Databank

DATABANK
Economic indicators, top projects
and contract awards activity in the
Middle East and North Africa
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ACTIVE REGIONAL PROJECTS, 2021*

111

TUNISIA

($bn)

112

UAE

Transport

Power &
Water

121.8
306.6

$654.6bn Execution

20
21
*

Net change

SAUDI ARABIA

119.9
311.7

20
20

19

18

20

20

17
20

105 JORDAN

16

104 IRAQ

Completions

20

110

15

103 IRAN

Awards

20

109 QATAR

14

102 EGYPT

20

108 OMAN

13

101 BAHRAIN

-300

20

107 MOROCCO

20
12

100 ALGERIA

Construction

207.6
457.3

Energy &
Industry

205.3
590.2

Pre-execution $1,665.8bn

*=As of 4 December 2021. Sources: MEED Projects, MEED
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Country Profile

ALGERIA
The Algerian parliamentary election on
12 June was billed as an opportunity
to end the political uncertainty seen
following the 2019 protest movement and overthrow
of President Abdelaziz Bouteflika. Instead, a boycott
call from the Hirak protest movement saw a turnout of
just 30.2 per cent of the 24 million Algerians eligible to
vote, enabling the National Liberation Front to retain
a dominant position in parliament and the governing
coalition. After years of economic stagnation and unemployment in the face of oil price shocks, IMF data
suggests Algeria is headed for an even more intensified
period of ‘stagflation’, together with all the economic
and social problems that is likely to bring.

Algiers

PRESIDENT

Abdelmadjid Tebboune
(since 19 December 2019)

ACTIVE PROJECTS

PRIME MINISTER

Ayman Benabderrahmane
(since 30 June 2021)
OFFICIAL NAME

People’s Democratic
Republic of Algeria
CAPITAL

Algiers
CURRENCY

Algerian dinar
POPULATION (DEC 2021)

45 million

Execution
$35.6bn

square
2.4 million
kilometres

6.9

($bn)

4.3
20
21
*

1.9
168.2
3,672
7.6
-5.5
-6.5
63.2

3.6

3.4
163.8
3,638
6.5
-7.6
-9.2
58.5

19

-4.9
147.6
3,337
2.4
-12.7
-6.2
55.6

20
20

0.8
171.1
3,940
2.0
-9.9
-5.6
45.8

3.7

1.2
175.4
4,119
4.3
-9.6
-4.4
37.8

CONTRACT AWARDS

20

2022f

12.2

18

2021e

40.5

Transport

5.3

2020

Power & Water

17.1

20

2019

*=As of 4 December 2021.
Source: MEED Projects

e=Estimate; f=Forecast. Source: IMF

MAJOR PROJECTS
Owner
Value ($m)
Ministry of Transport
6.0
EMA
6.0
ANA
5.0
Anesrif
4.5
Sonatrach
4.0
EMA
3.1
Anesrif
3.0
Sonatrach
3.0
Groupement Isarene
2.0
Anesrif
2.0

Due
2025
2030
2023
2022
2024
2026
2022
2023
2022
2023

EMA=Metro d’Alger; ANA=L’Agence nationale des Autoroutes d’Algerie; Anesrif=Agence Nationale d’Etudes et de
Suivi de la Realisation des Investissements Ferroviaires. Source: MEED Projects
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10.6

4.5

17

2018

20

KEY ECONOMIC INDICATORS

Project
El-Hamdania sea port
Western Algeria tramway network
Tebessa–Tlemcen Highlands highway
East-West rail network expansion
Hassi Messaoud refinery
Algiers Metro line expansion: phase 2
Laghouat–Ksar el-Boukhari railway line
Tinrhert gas field development
Ain Tsila gas condensate field development
East mining railway line

Construction

2.8

11.2 Energy & Industry 19.6

AREA

Real GDP growth (% change)
Nominal GDP ($bn)
GDP per capita ($)
Inflation, average consumer prices (%)
Current account balance (% of GDP)
Fiscal balance (% of GDP)
Government debt (% of GDP)

Pre-execution
$83.1bn

COVID-19 FIGURES*
Vaccination doses
Per 100 people

28

Reported deaths
Per 1m people

136

Thousands of tests
Per 1m people

5

*=As of 6 December 2021

BAHRAIN

Manama

Covid-19 and its economic burdens
mean Bahrain faces a challenge like
never before. Having broken through
the 100 per cent of GDP debt ceiling in 2019, the
government has little room for fiscal manoeuvre. Bold
thinking is required to expedite Bahrain’s reform
process at a faster clip to reconcile its budget, stimulate
the private sector, prepare for the energy transition
and chart a course towards more sustainable, less
hydrocarbons-dependent growth. Manama’s Economic
Vision 2030 hits many of the right notes, but whether
it can deliver will depend on its implementation. The
government hopes to stimulate $30bn-worth of foreign
direct investment across six key sectors.

HEAD OF STATE

King Hamad bin Isa
al-Khalifa (since 1999)

ACTIVE PROJECTS

PRIME MINISTER

Prince Salman bin Hamad
al-Khalifa (since 11 Nov 2020)

OFFICIAL NAME

Kingdom of Bahrain
CAPITAL

Manama
CURRENCY

Bahraini dinar
POPULATION (DEC 2021)

1.79 million

Execution
$12.7bn

5.1

5.3 Energy & Industry 3.8

780 square
kilometres

($bn)

2.2
*

1.8

20
21

3.1
41.1
27,053
2.7
-2.9
-8.0
125.6

3.0

2.4
39.1
26,294
1.0
-2.9
-8.0
123.4

20
20

-5.1
34.7
23,590
-2.3
-9.3
-17.9
129.7

19

2.6
38.5
25,925
1.0
-2.1
-9.0
102.1

4.9

1.7
37.7
25,050
2.1
-6.5
-11.8
95.0

CONTRACT AWARDS

20

2022f

10.9

18

2021e

4.5

Transport

7.0

2020

Power & Water

17

2019

1.8
0.2

20

2018

20

KEY ECONOMIC INDICATORS

*=As of 4 December 2021.
Source: MEED Projects

e=Estimate; f=Forecast. Source: IMF

MAJOR PROJECTS
Project
Diyar al-Muharraq (development)
Bahrain integrated public transport network
Sitra oil refinery modernisation programme
Bahrain International airport upgrade
Bahrain Bay (development)
North Bahrain new towns
Durrat Marina (development)
Bahrain Financial Harbour
Bandar al-Seef (development)
Water Garden City (development)

Construction

5.4

AREA

Real GDP growth (% change)
Nominal GDP ($bn)
GDP per capita ($)
Inflation, average consumer prices (%)
Current account balance (% of GDP)
Fiscal balance (% of GDP)
Government debt (% of GDP)

Pre-execution
$24.3bn

COVID-19 FIGURES*
Owner
Value ($m)
Diyar Al-Muharraq
9.0
Ministry of Transport
7.9
Bahrain Petroleum Company
5.6
Bahrain Airport Company
5.5
Bahrain Bay
3.5
Ministry of Housing
3.5
Durrat Al-Bahrain
3.0
BFH Holding Company
2.8
Eskan Bank
2.7
Albilad
2.6

BFH Holding Company=Bahrain Financial Harbour Holding Company. Source: MEED Projects

Due
2025
2030
2022
2026
2025
2026
2022
2025
2027
2027

Vaccination doses
Per 100 people

171

Reported deaths
Per 1m people

781

Thousands of tests
Per 1m people

4,197

*=As of 6 December 2021
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EGYPT
On 25 October, Egypt’s President Abdul
Fattah al-Sisi ended the country’s state
of emergency for the first time since the
2017 church bombings. Al-Sisi’s decision to remove
the state of emergency reflects the improved political
and economic outlook for Egypt, despite the challenges presented by the Covid-19 pandemic. Much of the
country’s economic success in recent years has been
due to ongoing project activity. Since taking office,
Al-Sisi has overseen the development of major projects
such as the widening of the Suez Canal, the new capital
city, the Al-Zour gas field, and a wide range of other
schemes across a variety of sectors including oil and
gas, petrochemicals, power and water, and real estate.

Cairo

PRESIDENT

Abdul Fattah al-Sisi
(since June 2014)

ACTIVE PROJECTS

PRIME MINISTER

Mostafa Madbouly
(since June 2018)

OFFICIAL NAME

Arab Republic
of Egypt
CAPITAL

Cairo

CURRENCY

Egyptian pound

*=As of 4 December 2021.
Source: MEED Projects

MAJOR PROJECTS
Owner
AtomStroyExport
ACUD
NAT
NAT
El-Mostakbal Company
RSNRP
Ministry of Petroleum
DP World/SCZone
Citystars
MHUUD

Value ($m)
30.0
20.0
20.0
18.0
10.0
7.5
6.1
5.6
5.5
3.0

Due
2030
2030
2032
2030
2030
2027
2025
2028
2026
2025

ACUD=Administrative Capital For Urban Development; NAT=National Authority for Tunnels;
RSNRP=Red Sea National Refining & Petrochemical Company; SCZone=Suez Canal Economic Zone;
MHUUD=Ministry of Housing, Utilities & Urban Development. Source: MEED Projects
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COVID-19 FIGURES*
Vaccination doses
Per 100 people

42

Reported deaths
Per 1m people

197

Thousands of tests
Per 1m people

35

*=As of 6 December 2021

PHOTOGRAPH: FLICKR

e=Estimate; f=Forecast. Source: IMF

Project
El-Dabaa nuclear power plant
The Capital Cairo (development)
Cairo metro network
High-speed rail network
Future City (development)
Ain Sokhna refining and petrochemicals complex
Suez oil refining and petrochemicals complex
Ain Sokhna economic zone development
Sharm el-Sheikh complex
New El-Alamein City

($bn)

17.7

5.2
438.3
4,177
6.3
-3.7
-6.3
89.5

*

3.3
396.3
3,852
4.5
-3.9
-7.3
91.4

16.1

3.6
363.2
3,601
5.7
-3.1
-7.9
89.8

20
21

5.6
302.3
3,057
13.9
-3.6
-8.0
84.2

16.8

5.3
250.3
2,577
20.9
-2.4
-9.4
92.5

CONTRACT AWARDS

19

2022f

20
20

2021e

45.3

27.8

2020

17.8

Transport

20

2019

Power & Water

18

Real GDP growth (% change)
Nominal GDP ($bn)
GDP per capita ($)
Inflation, average consumer prices (%)
Current account balance (% of GDP)
Fiscal balance (% of GDP)
Government debt (% of GDP)

2018

9.3
20.7

18.6

KEY ECONOMIC INDICATORS

107.5

15.6 Energy & Industry 144.2

20

1 million
square kilometres

Pre-execution
$314.7bn

Construction

31.6

17

105.1 million
AREA

Execution
$77.1bn

20

POPULATION (DEC 2021)

IRAN
Iran’s political and economic situation
currently hangs in the balance as the
country’s recently elected President Ebrahim Raisi walks the tricky path of appeasing his own
hardline voting base while continuing talks with Washington over a return to the terms of the 2015 nuclear
deal. While the economy responded to the Covid-19
pandemic with relative resilience, ongoing sanctions
could threaten its recovery, even amid higher oil
prices. At the same time, a softening of the geopolitical
rhetoric in the Gulf and, in particular, the reopening of
dialogue with the UAE present hope for a reduction in
tensions and a return to a landscape of more pragmatic
and economically minded regional relations.

Tehran

HEAD OF STATE

Supreme Leader Ali
Khamenei (since 1989)

ACTIVE PROJECTS

PRESIDENT

Ebrahim Raisi

(since 3 August 2021)
OFFICIAL NAME

Islamic Republic
of Iran
CAPITAL

Tehran
CURRENCY

Iranian rial
POPULATION (DEC 2021)

85.6 million
AREA

835.4

1,081.4

1,136.7

6,981
34.6
0.6
-5.1
47.9

9,928
36.4
-0.1
-5.7
39.5

12,725
39.3
1.3
-6.5
33.6

13,243
27.5
1.0
-7.3
33.3

5.9

581.3

5,544
30.2
5.9
-1.9
38.5

*

456.6

GDP per capita ($)
Inflation, average consumer prices (%)
Current account balance (% of GDP)
Fiscal balance (% of GDP)
Government debt (% of GDP)

($bn)

7.1

2.0

20
21

2.5

5.6

3.4

20
20

-6.8

19

-6.0

CONTRACT AWARDS

8.1

2022f

18.5

20

2021e

11.2

Transport

18

2020

Power & Water

16.9

2019

15.7

17

2018
Nominal GDP ($bn)

*=As of 4 December 2021.
Source: MEED Projects

e=Estimate; f=Forecast. Source: IMF

MAJOR PROJECTS

Bakhtiyari hydropower project
Ahwaz–Isfahan electric railway

2.7

14.3

20

KEY ECONOMIC INDICATORS

Mashhad Urban Rail

Construction

1.6

20

square kilometres

Project
Tehran Metro network
Kish gas field development
Azadegan oil field development
Abadan refinery upgrade
Tehran-North Freeway highway
Farsi offshore block exploration and development
Esfahan refinery upgrade

Pre-execution
$114.6bn

38.9 Energy & Industry 82.2

1.7 million

Real GDP growth (% change)

Execution
$70.5bn

COVID-19 FIGURES*
Owner
TUSROC
NIOC
Pedec
Abadan Oil Refining
MRUD
IOOC
Esfahan Oil Refining
Mashhad Urban Railway
Corporation
IWPC
MRUD

Value ($m)
15.7
6.0
6.0
5.0
5.0
5.0
4.5

Due
2026
2025
2026
2022
2023
2027
2022

4.1

2022

4.0
3.4

2022
2024

IOOC=Iranian Offshore Oil Company; MRUD=Ministry of Roads & Urban Development; NIOC=National Iranian
Oil Company; Pedec=Petroleum Engineering & Development Company TUSROC=Tehran Urban & Suburban
Railway Operation Company; IWPC=Iran Water & Power Resources Development. Source: MEED Projects

Vaccination doses
Per 100 people

127

Reported deaths
Per 1m people

1,522

Thousands of tests
Per 1m people

457

*=As of 6 December 2021
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IRAQ
Iraq’s fifth national election since the US
invasion in 2003 marked a shift in power
for the country, with Shia cleric Muqtada
al-Sadr’s Sairoon Alliance winning significantly more
seats in October than any other party. Analysts believe
the election results are unlikely to improve security or
political stability in Iraq, however. Low participation
in the election reflected the disillusionment of many
Iraqis in the existing political system and the political
class that holds power. Despite the uncertainty, Iraq’s
government has made significant progress over recent
months on projects designed to enhance the country’s
oil and gas sector and reduce pollution, signing deals
with several Western companies.

Baghdad

PRESIDENT

Barham Salih

ACTIVE PROJECTS

(since October 2018)
PRIME MINISTER

Mustafa al-Kadhimi
(since May 2020)

OFFICIAL NAME

Republic of Iraq
CAPITAL

Baghdad
CURRENCY

Iraqi dinar
POPULATION (DEC 2021)

41.6 million
AREA

Construction

17.3

35.0

($bn)

*

8.7

10.5

10.5
226.6
5,364
4.5
4.0
-2.5
55.3

20
21

3.6
201.5
4,893
6.4
6.2
-1.5
59.4

9.9

-15.7
169.5
4,223
0.6
-10.8
-12.8
84.2

19

5.8
234.0
5,981
-0.2
0.5
0.8
45.1

20
20

4.7
226.9
5,951
0.4
4.3
7.8
47.8

CONTRACT AWARDS
9.5

2022f

20

2021e

18

2020

19.8

8.1

2019

20.8

Transport

20

2018

Power & Water

6.3

17

KEY ECONOMIC INDICATORS

14.2

20

square kilometres

*=As of 4 December 2021.
Source: MEED Projects

e=Estimate; f=Forecast. Source: IMF

MAJOR PROJECTS

COVID-19 FIGURES*
Owner

Value ($m)

Due

Iraq strategic crude oil export pipeline
Zubair field development
South gas utilisation project

Ministry of Oil
Eni/Oxy/Kogas/MOC/SOC
Basra Gas Company

19.5
18.0
17.2

2025
2022
2023

Basra refinery upgrade

South Refineries Company

15.0

2025

Halfaya project surface facility

PetroChina/SOC/Petronas/Total

10.0

2024

Grand Faw Port

Ministry of Transport

8.0

2028

West Qurna oil field development
Karbala New Refinery
Common seawater supply project

Lukoil/SOC
State Company for Oil Projects
Basra Oil Company

7.5
7.3
6.8

2025
2022
2026

Garraf oil field development

Petronas/Japex/NOC

5.8

2024

Kogas=Korea Gas Corporation; MOC=Missan Oil Company; SOC=South Oil Company; SRC=South Refineries
Company; NOC=North Oil Company; Japex=Japan Petroleum Exploration Company. Source: MEED Projects

Vaccination doses
Per 100 people

31

Reported deaths
Per 1m people

575

Thousands of tests
Per 1m people

396

*=As of 6 December 2021

PHOTOGRAPH: FLICKR

Project
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Pre-execution
$143.7bn

26.0 Energy & Industry 68.1

438,317

Real GDP growth (% change)
Nominal GDP ($bn)
GDP per capita ($)
Inflation, average consumer prices (%)
Current account balance (% of GDP)
Fiscal balance (% of GDP)
Government debt (% of GDP)

Execution
$63.9bn

JORDAN
The past two years have been a rollercoaster ride for Amman, which has had
to contend not only with Covid-19, but
also a series of failings in its utilities networks and
several political crises, not least in the form of a
dramatic episode involving the alleged foiling of a
coup. At the heart of Jordan’s problems is its poor
fiscal health, caused by government budgets operating at a persistent deficit for more than a decade,
driven by low government revenues and a high public
wage bill, while maintaining a public debt burden of
more than 75 per cent of GDP.

Amman

HEAD OF STATE

King Abdullah II

ACTIVE PROJECTS

(since 1999)

PRIME MINISTER

Bisher al-Khasawneh
(since 7 October 2020)

OFFICIAL NAME

Hashemite Kingdom
of Jordan
CAPITAL

Amman
CURRENCY

Jordanian dinar
POPULATION (DEC 2021)

10.4 million

Execution
$2.4bn

square kilometres

($bn)

*

0.7

0.2

20
21

2.7
47.5
4,565
2.0
-4.4
-5.9
90.6

0.4

2.0
45.3
4,394
1.6
-8.9
-7.7
90.9

20
20

-1.6
43.8
4,286
0.4
-8.0
-8.9
88.0

19

2.0
44.6
4,426
0.7
-2.1
-6.0
78.0

1.5

1.9
43.0
4,341
4.5
-6.9
-4.7
75.1

CONTRACT AWARDS

20

2022f

9.1

18

2021e

3.3

Transport

2.4

2020

Power & Water

17

2019

1.8
0.3

20

2018

20

KEY ECONOMIC INDICATORS

*=As of 4 December 2021.
Source: MEED Projects

e=Estimate; f=Forecast. Source: IMF

MAJOR PROJECTS
Project
Zarqa refinery phase 4
New main Dead Sea brine intake pumping station
Renewable energy round 3
Eshidiya mine upgradation process plant
Hot leaching compaction plant
King Hussein bridge terminal and freight yard
Aqaba-Amman water desalination and conveyance
Hisban water desalination and conveyance
Aqaba University of Technology
Balqa governorate wastewater plant

12.6

0.0 Energy & Industry 15.7

89,342

Real GDP growth (% change)
Nominal GDP ($bn)
GDP per capita ($)
Inflation, average consumer prices (%)
Current account balance (% of GDP)
Fiscal balance (% of GDP)
Government debt (% of GDP)

Construction

0.2

AREA

Pre-execution
$40.7bn

Owner
JPRC
Arab Potash Company
MEMR
JPMC
APC
MPWH
MWI
MWI
ADC
WAJ

Value ($m)
2,640
500
500
350
300
230
200
150
140
130

Due
2024
2023
2026
2024
2025
2025
2025
2024
2024
2023

JPRC=Jordan Petroleum Refinery Company; MEMR=Ministry of Energy & Mineral Resources; JPMC=Jordan
Phosphate Mines Company; MPWH=Ministry of Public Works & Housing; MWI=Ministry of Water & Irrigation; ADC=Aqaba Development Corporation; WAJ=Water Authority of Jordan. Source: MEED Projects

COVID-19 FIGURES*
Vaccination doses
Per 100 people

78

Reported deaths
Per 1m people

1,137

Thousands of tests
Per 1m people

1,198

*=As of 6 December 2021
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KUWAIT
Sheikh Sabah al-Khalid al-Sabah was
reappointed as the prime minister of
Kuwait by Emiri decree on 23 November
and tasked with forming a new cabinet. Emir Sheikh
Nawaf al-Ahmad al-Sabah accepted the resignation of
Sheikh Sabah’s cabinet earlier in November. Sheikh
Nawaf became emir in September 2020 after the death
of longstanding Emir Sheikh Sabah al-Ahmad al-Sabah.
Sheikh Sabah al-Khalid’s previous government was
the third led by him and the second to resign this year
amid a feud with parliament. Decision-making, including for reforms to buoy Kuwait’s economy, has stalled
in 2021 as cabinet resolutions have been blocked by
opposition parties in parliament.

Kuwait City

HEAD OF STATE

Emir Sheikh Nawaf
al-Ahmad al-Jaber al-Sabah

ACTIVE PROJECTS

(since 29 September 2020)
PRIME MINISTER

Sheikh Sabah al-Khalid
al-Sabah
(since 19 November 2019)
OFFICIAL NAME

State of Kuwait
CAPITAL

Kuwait City
CURRENCY

Kuwaiti dinar
POPULATION (DEC 2021)

4.4 million
AREA

Execution
$29.7bn

($bn)

*

4.2

4.4

20
21

4.3
138.8
28,822
3.0
13.3
1.0
10.8

2.8

0.9
132.3
27,927
3.2
15.5
-1.5
7.9

19

-8.9
105.9
22,684
2.1
16.7
-8.3
11.7

20
20

-0.6
136.2
28,513
1.1
16.3
5.0
11.6

5.9

2.4
138.2
29,904
0.6
14.4
9.2
15.1

CONTRACT AWARDS

20

2022f

34.2

18

2021e

33.8

Transport

9.7

2020

Power & Water

20

2019

3.8
6.4

17

2018

20

KEY ECONOMIC INDICATORS

*=As of 4 December 2021.
Source: MEED Projects

MAJOR PROJECTS
Owner
PAHW
MPW
KIPIC
Kuwait University
DGCA
MEW/KISR
PAHW
Laala al-Kuwait Real Estate
Ministry of Health
PAHW/LH

Value ($m)
20.1
10.5
10.0
9.0
8.5
6.8
6.2
5.0
4.5
4.0

Due
2030
2030
2025
2030
2025
2033
2030
2025
2022
2030

DGCA=Directorate General of Civil Aviation; KIPIC=Kuwait Integrated Petroleum Industries Company; MPW=
Ministry of Public Works; PAHW=Public Authority for Housing Welfare; MEW=Ministry of Electricity & Water;
KISR=Kuwait Institute for Scientific Research; LH=Korea Land & Housing Corporation. Source: MEED Projects

COVID-19 FIGURES*
Vaccination doses
Per 100 people

157

Reported deaths
Per 1m people

565

Thousands of tests
Per 1m people

1,246

*=As of 6 December 2021

PHOTOGRAPH: FLICKR

e=Estimate; f=Forecast. Source: IMF
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47.1

5.5 Energy & Industry 17.1

square kilometres

Project
South al-Mutlaa city development
Mubarak al-Kabeer seaport development
Al-Zour petrochemicals complex
Sabah al-Salem university development
Kuwait International airport expansion
Shagaya renewable energy complex
Sabah al-Ahmad township development
Sabah al-Ahmad sea city development
Eight hospital expansions
South Saad Abdullah residential city

Construction

13.9

17,818

Real GDP growth (% change)
Nominal GDP ($bn)
GDP per capita ($)
Inflation, average consumer prices (%)
Current account balance (% of GDP)
Fiscal balance (% of GDP)
Government debt (% of GDP)

Pre-execution
$132.2bn

Country Profile

MOROCCO

Rabat

Morocco has struggled with the impact
of the global health crisis and the ensuing restrictions. After experiencing an
estimated 7 per cent contraction in GDP in 2020, the
economy is said to be recovering at a rate of 4.5 per
cent in 2021, according to IMF forecasts. However, with
a net unemployment rate of 12.5 per cent and a 77 per
cent government debt-to-GDP ratio, Rabat’s budgets
and policymaking are under significant pressure. In
April, S&P downgraded Morocco’s sovereign credit
ratings to BB+, in line with an earlier downgrade from
Fitch Ratings. Morocco is nevertheless making tentative
progress in the development of infrastructure, not least
with the help of funding from China.

HEAD OF STATE

King Mohammed VI
(since 1999)

ACTIVE PROJECTS

PRIME MINISTER

Aziz Akhannouch

(since 10 September 2021)
OFFICIAL NAME

Kingdom of Morocco
CAPITAL

Rabat

CURRENCY

Moroccan
dirham

square kilometres

2.5
*

*=As of 4 December 2021.
Source: MEED Projects

e=Estimate; f=Forecast. Source: IMF

MAJOR PROJECTS

COVID-19 FIGURES*
Owner
Value ($m)
Masen
9.0
MoT
5.8
Al-Omrane Chrafate
3.0
Casa Transports
2.0
Agence Nationale des Ports
1.7
ONEE
1.5
Wessal Capital
1.1
ANP/Tanger Med Special Agency
1.0
MET
0.9
CDG
0.6

Due
2025
2022
2022
2024
2025
2024
2023
2022
2022
2023

Masen=Moroccan Agency for Solar Energy; MoT=Ministry of Tourism, Air Transport, Craft & Social Economy;
ONEE=National Office of Electricity & Drinking Water; ANP=National Ports Agency; MET=Ministry of Equipment,
Transport, Logistics & Water CDG=Caisse de Depot et de Gestion. Source: MEED Projects

Vaccination doses
Per 100 people

131

Reported deaths
Per 1m people

394

Thousands of tests
Per 1m people

280

*=As of 6 December 2021

YB 2022 \ 107

PHOTOGRAPH: FLICKR

Project
Moroccan solar programme
Plan Azur development
Ch'Rafate city development
Casablanca tramway extensions
Dakhla Atlantique port complex
Integrated wind programme: phases 1 and 2
Wessal Bouregreg development
Nador West Med port complex development
Tiznit–Dakhla Expressway
Casablanca marina development

($bn)

2.8

3.1
132.6
3,617
1.2
-3.3
-5.9
76.6

20
21

5.7
126.0
3,471
1.4
-3.1
-6.5
75.8

5.3

-6.3
114.6
3,188
0.6
-1.5
-7.6
75.4

20
20

2.6
119.9
3,368
0.2
-3.7
-3.8
65.1

CONTRACT AWARDS

19

3.1
118.1
3,353
1.6
-5.3
-3.7
65.2

12.1

1.7

2022f

11.1

Transport

20

2021e

Power & Water

4.1

3.5

2020

6.4

17

2019

20

Real GDP growth (% change)
Nominal GDP ($bn)
GDP per capita ($)
Inflation, average consumer prices (%)
Current account balance (% of GDP)
Fiscal balance (% of GDP)
Government debt (% of GDP)

2018

2.6

1.6 Energy & Industry 4.8

446,550
KEY ECONOMIC INDICATORS

Pre-execution
$30.5bn

Construction

6.1

AREA

18

37.6 million

Execution
$18.2bn

20

POPULATION (DEC 2021)

Country Profile

OMAN
Rare unemployment-related protests in
Oman in May served as a reminder of the
challenges the sultanate faces regarding
its place in the post-oil economy. In response, Muscat
pledged to create more than 32,000 jobs for Omanis and
unveiled plans to provide further subsidies, including
RO200 ($520) towards the monthly wage of 15,000 private sector employees, for two years. Sultan Haitham
al-Said’s reformist agenda is key to driving future growth.
While much remains to be done to capitalise on the
manufacturing and tourism industries, the government
has transformed Duqm into a hub for future economic
activity and positioned the sultanate as an attractive
market for food production and hydrogen plants.

Muscat

HEAD OF STATE

Sultan Haitham bin Tariq
al-Said (since January 2020)

ACTIVE PROJECTS

DEPUTY PRIME MINISTER

Sayyid Fahad bin
Mahmood al-Said
(since 1972)

OFFICIAL NAME

Sultanate of Oman
CAPITAL

Muscat
CURRENCY

Omani rial

square kilometres

*=As of 4 December 2021.
Source: MEED Projects

e=Estimate; f=Forecast. Source: IMF

MAJOR PROJECTS
Project
Duqm Special Economic Zone
Madinat al-Irfan development
Al Mouj Muscat development
Sohar Freezone
Mina Sultan Qaboos Waterfront
Khazaen Economic City
Bisat oil field development
Muscat airport city
Liwa city development
Adam–Thumrait road dualisation

Owner
Sezad
Omran
Al-Mouj Muscat
Sipco
Omran
Oman Global Logistics
Group
OQ
Oman Aviation Group
Ministry of Housing
MOTC

COVID-19 FIGURES*

Value ($m)
18.8
4.6
2.5
2.0
2.0

Due
2030
2050
2022
2024
2027

1.8

2040

Per 1m people

1.6
1.5
1.3
1.3

2023
2030
2022
2025

Thousands of tests

Sezad=Special Economic Zone at Duqm; Omran=Oman Tourism Development Company; Sipco=Sohar Industrial
Port Company; MOTC=Ministry of Transport, Commnications & Information Technology. Source: MEED Projects
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($bn)

24.9

2.9
85.7
18,227
2.7
-0.9
1.1
61.7

*

2.5
80.6
17,633
3.0
-5.8
-2.6
68.2

12.8

-2.8
63.4
14,255
-0.9
-13.7
-18.7
81.2

20
21

-0.8
76.3
16,529
0.1
-5.5
-5.6
60.5

13.8

0.9
79.8
17,339
0.9
-5.4
-7.7
51.3

CONTRACT AWARDS

19

2022f

8.1

20
20

2021e

9.9

Transport

10.4

2020

Power & Water

1.4

13.6

2019

16.0

3.5

17

Real GDP growth (% change)
Nominal GDP ($bn)
GDP per capita ($)
Inflation, average consumer prices (%)
Current account balance (% of GDP)
Fiscal balance (% of GDP)
Government debt (% of GDP)

2018

20

KEY ECONOMIC INDICATORS

Construction

4.9

20

309,500

Pre-execution
$115.6bn

12.4 Energy & Industry 81.6

18

5.3 million
AREA

Execution
$22.2bn

20

POPULATION (DEC 2021)

Vaccination doses
Per 100 people

116

Reported deaths

777

Per 1m people

4,725

*=As of 6 December 2021

QATAR
Doha said in June that it expects football’s Fifa World Cup 2022 to add $20bn
to Qatar’s economy – an estimate that is
equivalent to about 11 per cent of the country’s GDP
in 2019. In addition to Grand Prix races at the Lusail
International circuit in November, Doha has also signed
a 10-year deal to host Formula 1 (F1) from 2023. The
auto federation has said there is a vision for “F1 to
be the showcase for Qatar after the Fifa World Cup in
2022”. Meanwhile, amid the challenges of the Covid-19
pandemic, the normalisation of relations between Doha
and four of its Arab neighbours following a three-and-ahalf-year diplomatic dispute came at an important time
for the country as its projects market ramps up.

Doha

HEAD OF STATE

Emir Sheikh Tamim
bin Hamad al-Thani

ACTIVE PROJECTS

(since June 2013)

PRIME MINISTER

Sheikh Khalid bin Khalifa
bin Abdulaziz al-Thani
(since January 2020)
OFFICIAL NAME

State of Qatar
CAPITAL

Doha

CURRENCY

Qatari riyal
POPULATION (DEC 2021)

3 million

Pre-execution
$79.0bn

Construction

19.0

AREA

30.8

23.9 Energy & Industry 28.5

24.9

($bn)

*

4.0
180.9
64,768
3.2
11.6
5.7
53.1

12.8

1.9
169.2
61,791
2.5
8.2
2.8
59.0

20
21

-3.6
145.5
54,185
-2.7
-2.4
1.3
72.1

13.8

0.8
175.8
62,817
-0.7
2.4
4.9
62.3

20
20

1.2
183.3
66,422
0.3
9.1
5.9
52.2

CONTRACT AWARDS

19

2022f

10.4

2021e

20

2020

11.1

18

2019

8.6

Transport

13.6

2018

Power & Water

17

KEY ECONOMIC INDICATORS

7.5
14.2

20

square kilometres

20

11,610

Real GDP growth (% change)
Nominal GDP ($bn)
GDP per capita ($)
Inflation, average consumer prices (%)
Current account balance (% of GDP)
Fiscal balance (% of GDP)
Government debt (% of GDP)

Execution
$64.6bn

*=As of 4 December 2021.
Source: MEED Projects

e=Estimate; f=Forecast. Source: IMF

MAJOR PROJECTS
Project
North Field liquefied natural gas expansion
Lusail development
Al-Wakrah Expressway project
Hamad International airport expansion
Qatar integrated rail project
Local roads and drainage programme
New Doha International airport
Barzan gas field development
Hamad Port development

Owner
Qatargas
LREDC
Ashghal
HIA
Qatar Railways Company
Ashghal
NDIA
Qatargas/ExxonMobil
New Port Project

Pearl Qatar development

UDC

Value ($m)
43.0
31.2
25.0
20.6
20.3
18.1
17.0
10.3
9.4

Due
2029
2025
2025
2025
2026
2024
2030
2025
2025

8.0

2024

LREDC=Lusail Real Estate Development Company; Ashghal=Public Works Authority; HIA=Hamad International Airport; NDIA=New Doha International Airport; UDC=United Development Company. Source: MEED Projects

COVID-19 FIGURES*
Vaccination doses
Per 100 people

171

Reported deaths
Per 1m people

218

Thousands of tests
Per 1m people

1,076

*=As of 6 December 2021
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Country Profile

SAUDI ARABIA
Half a decade on from the launch of Vision
2030, the reform strategy is delivering an
economic surge that is creating exciting
opportunities for companies and investors in almost
every area of the Saudi economy. For real estate developers and construction firms, opportunities are emerging on real estate gigaprojects such as Neom future city,
Qiddiya entertainment city, Diriyah Gate, Amaala and
the Red Sea Project. Thousands of project packages are
still in the pipeline and will drive project opportunities
through the decade to 2030. Political, institutional and
financial reforms are also generating prospects in new
areas such as renewable energy, advanced technology,
transport, shipbuilding, healthcare, food and aerospace.

Riyadh

HEAD OF STATE

King Salman bin Abdulaziz
al-Saud (since January 2015)

ACTIVE PROJECTS

CROWN PRINCE

Mohammed bin Salman
al-Saud (since June 2017)

OFFICIAL NAME

Kingdom of
Saudi Arabia
CAPITAL

Riyadh
CURRENCY

Saudi riyal

*=As of 4 December 2021.
Source: MEED Projects

e=Estimate; f=Forecast. Source: IMF

MAJOR PROJECTS
Project
Neom city development programme
Renewable energy programme
Green Riyadh
Riyadh Metro
Jizan City for Basic Industries &
Conversion
Diriyah Gate investment programme
Dahiyat al-Fursan
Saudi housing programme
Marjan field development
King Salman International Park

COVID-19 FIGURES*
Owner
Neom
Repdo
RCRC
Arriyadh Development Authority

Value ($m)
500.0
23.4
23.0
22.0

Due
2030
2025
2030
2025

Modon

20.3

2034

Diriyah Gate Development Authority
Ministry of Housing
Ministry of Housing
Saudi Aramco
RCRC

13.7
20.0
14.6
17.7
17.0

2027
2027
2031
2025
2027

Redpo=Renewable Energy Project Development Office; RCRC=Royal Commission for Riyadh City;
Modon=Saudi Authority for Industrial Cities & Technology Zones. Source: MEED Projects
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($bn)

31.2

4.8
876.1
24,224
2.2
3.8
-1.8
30.8

*

2.8
842.6
23,762
3.2
3.9
-3.1
29.7

22.1

-4.1
700.1
19,996
3.4
-2.8
-11.3
32.5

20
21

0.3
793.0
23,174
-2.1
4.8
-4.5
22.8

50.6

2.4
786.5
23,539
2.5
9.2
-5.9
19.0

CONTRACT AWARDS

19

2022f

20
20

2021e

28.8

2020

73.9

Transport

20

2019

101.6

21.2

18

Real GDP growth (% change)
Nominal GDP ($bn)
GDP per capita ($)
Inflation, average consumer prices (%)
Current account balance (% of GDP)
Fiscal balance (% of GDP)
Government debt (% of GDP)

2018

135.7

25.2 Power & Water

24.6

KEY ECONOMIC INDICATORS

Construction

57.5

20

2.2 million
square kilometres

Pre-execution
$229.7bn

48.4 Energy & Industry 54.3

17

35.6 million
AREA

Execution
$152.4bn

20

POPULATION (DEC 2021)

Vaccination doses
Per 100 people

135

Reported deaths
Per 1m people

249

Thousands of tests
Per 1m people

891

*=As of 6 December 2021

TUNISIA

Tunis

The risk of a sovereign debt restructuring
for Tunisia rose following the decision by
President Kais Saied to sack the prime
minister and freeze parliament. Tunisia’s economy has
struggled during the Covid-19 pandemic. The budget
deficit reached 11 per cent of GDP and the public
debt-to-GDP ratio rose to nearly 90 per cent. A major
concern is the currency composition of the public debt.
About two-thirds is owed to external borrowers and
almost all of this is denominated in foreign currency.
In June, the government revealed that the country had
about $6bn-worth of stalled projects. Saied appointed
Najla Bouden Romdhane as the new prime minister in
late September. She is the first woman to hold the position in Tunisia and the first female PM in the Arab world.

PRESIDENT

Kais Saied

(since 23 October 2019)

ACTIVE PROJECTS

PRIME MINISTER

Najla Bouden Romdhane
(since 11 October 2021)

OFFICIAL NAME

Republic
of Tunisia

CAPITAL

Tunis

CURRENCY

Tunisian dinar

163,610

square kilometres

Rapid rail network
Italy–Tunisia HVDC power interconnector
Gabes–Medenine–Ras Jedir highway
Tunis–Jelma motorway
Solar power programme
Sousse seawater desalination plant
Sfax seawater desalination plant
Nabeul wind power plant

Owner
OMMP
Gulf Finance House/Demtas
Group
Tunisian Railway Company
Terna/STEG
Societe Tunisie Autoroutes
Equipment ministry*
TMIESME
Sonede
Sonede
STEG

Value ($m)
3,200

Due
2024

3,000

2023

2,240
700
650
510
500
470
330
280

2022
2025
2022
2024
2023
2021
2026
2023

*=Ministry of Equipment, Housing & Territorial Development; OMMP=Office of the Merchant Marine & Ports; HVDC=
High voltage direct current; STEG=Tunisian Company of Electricity & Gas; TMIESME=Tunisian Ministry for Industry,
Energy & SMEs; Sonede=Societe Nationale d’Exploitation et de Distribution des Eaux. Source: MEED Projects

COVID-19 FIGURES*
Vaccination doses
Per 100 people

90

Reported deaths
Per 1m people

2,118

Thousands of tests
Per 1m people

267

*=As of 6 December 2021
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PHOTOGRAPH: FLICKR

MAJOR PROJECTS

Tunis Financial Harbour development

0.7

*=As of 4 December 2021.
Source: MEED Projects

e=Estimate; f=Forecast. Source: IMF

Project
Enfidha deepwater port

($bn)

*

3.3
45.5
3,748
6.5
-8.4
-7.6
92.7

0.5

3.0
42.7
3,556
5.7
-7.3
-8.3
90.2

CONTRACT AWARDS

20
21

-8.6
39.2
3,295
5.6
-6.8
-9.8
89.7

8.3

0.6

1.0
39.2
3,324
6.7
-8.4
-3.9
74.2

Transport

20
20

2.7
40.1
3,443
7.3
-11.1
-4.5
80.1

0.3

19

2022f

5.4

1.3

2021e

Power & Water

20

2020

1.2

1.7

1.2

2019

3.9

0.3 Energy & Industry

17

Real GDP growth (% change)
Nominal GDP ($bn)
GDP per capita ($)
Inflation, average consumer prices (%)
Current account balance (% of GDP)
Fiscal balance (% of GDP)
Government debt (% of GDP)

2018

20

KEY ECONOMIC INDICATORS

Pre-execution
$18.8bn

Construction

0.6

AREA

18

12 million

Execution
$2.9bn

20

POPULATION (DEC 2021)

Country Profile

UAE
The UAE is one of the best-placed countries in the world to lead the recovery from
the pandemic. While sectors such as aviation and tourism remain deeply affected, key areas such
as Dubai’s real estate and Abu Dhabi’s oil and gas projects sectors are returning to growth. The UAE boasts
the highest sovereign credit rating of any country in the
region and has made the most progress on Covid-19
vaccinations. In October, the UAE was further boosted
when Expo 2020 Dubai opened. The main caveat is
the weakness in the country’s projects market activity,
which fell off markedly in 2020 and has remained subdued despite high hopes at the start of the year.

Abu Dhabi

PRESIDENT

Sheikh Khalifa bin Zayed
al-Nahyan (since 2004)

ACTIVE PROJECTS

PRIME MINISTER

Sheikh Mohammed bin
Rashid al-Maktoum

(since 2006)
OFFICIAL NAME

United
Arab Emirates
CAPITAL

Abu Dhabi
CURRENCY

UAE dirham
POPULATION (DEC 2021)

10.1 million
AREA

47.5

($bn)

* 13.9

21.4

3.0
427.9
44,753
2.2
9.4
-0.2
38.6

20
21

2.2
410.2
43,538
2.0
9.7
-0.5
37.3

31.9

-6.1
358.9
38,661
-2.1
3.1
-5.6
39.4

19

3.4
417.2
43,900
-1.9
8.5
0.6
27.1

CONTRACT AWARDS

20
20

1.2
422.2
45,076
3.1
9.6
1.9
20.9

41.3

48.5

2022f

20

2021e

29.2

Transport

18

2020

46.5

2019

11.5

20

2018

20.9 Power & Water

17

KEY ECONOMIC INDICATORS

*=As of 4 December 2021.
Source: MEED Projects

e=Estimate; f=Forecast. Source: IMF

MAJOR PROJECTS
Owner
Dubai South
TDIC
Dubai RTA
Dubai Hills Estate
Meydan Group
Tamouh Investments
Dubai Properties
Nakheel
Emaar Properties
Aldar Properties

Value ($m)
27.8
25.4
20.5
19.3
18.7
17.1
17.0
15.0
12.9
10.4

TDIC=Tourism Development & Investment Company; RTA=Roads & Transport Authority.
Source: MEED Projects
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Construction

44.5

20

square kilometres

Project
Dubai South (development)
Saadiyat Island (development)
Dubai Metro network
Mohammed Bin Rashid City
Meydan City (development)
Al-Reem Island (development)
Business Bay (development)
Jumeirah Village (development)
Downtown Dubai (development)
Yas Island (development)

Pre-execution
$128.8bn

15.9 Energy & Industry 58.3

83,600

Real GDP growth (% change)
Nominal GDP ($bn)
GDP per capita ($)
Inflation, average consumer prices (%)
Current account balance (% of GDP)
Fiscal balance (% of GDP)
Government debt (% of GDP)

Execution
$48.2bn

Due
2045
2030
2035
2035
2035
2030
2025
2030
2030
2031

COVID-19 FIGURES*
Vaccination doses
Per 100 people

222

Reported deaths
Per 1m people

214

Thousands of tests
Per 1m people

10,188

*=As of 6 December 2021

Gulf Projects Index

Gulf projects index narrows its decline in 2021
Six of eight markets tracked on the index record declines as Covid uncertainty prevails
GULF PROJECTS INDEX
Value of projects planned or under way ($bn)
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he impact of Covid-19 on investor confidence for most of
2021 continued the downward
trajectory of the Gulf Projects
Index, which nevertheless
narrowed its decline this year.
Across the eight markets tracked,
the overall value of project activity was
$3.32tn in the first week of December.
The figure is 5.42 per cent lower than the
market’s valuation of $3.51tn at the same
point in 2020.
Six of the eight markets shrank in
2021. Bahrain saw the most extreme
decline in percentage terms, with an
18 per cent value drop from $65.4bn in
December 2020 to $53.6bn in 2021.
The next worst-hit market was Kuwait,
which slipped 17.4 per cent to $202.4bn
from $245bn in December 2020.
Declines of 13.4 per cent and 12.2 per
cent were recorded in the UAE and Qatar.
The UAE projects market’s value dropped
from $804.8bn in December 2020 to
$697bn in the same month in 2021,
while Qatar’s market value fell from
$229.2bn to $201.2bn.
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Source: MEED Projects

Saudi Arabia remained the GCC’s
largest projects market by value, but
declined 5.2 per cent to reach $1.3tn in
2021 from $1.37tn the year before.
Growth markets
Iraq, which saw the most extreme decline
in percentage terms last year, was 2021’s
best-performing market. It grew 17.7 per
cent to reach a valuation of $441.4bn
from $375bn in December 2020.
Recovery in Iraq was led by the
addition of new projects to the tracker, including the National Investment
Commission’s $13bn Rafael City and the
Oil Ministry’s Artawi field development
valued at about $11bn.
Oman also saw an increase in market
value in the year to December 2021,
growing 7.4 per cent to reach $181.8bn
from $169.3bn in 2020. New schemes include the $30bn green fuels project to be
developed by Oman Oil Company (OQ),
InterContinental Energy and EnerTech,
as well as a $6bn OQ green hydrogen
and ammonia project in Salalah.
Neha Bhatia

GULF PROJECTS
MARKETS,
3 DECEMBER 2021
Value ($bn)
1,306

Saudi Arabia
UAE

697

Iraq

441.4

Iran

236.2

Kuwait

202.4

Qatar

201.2

Oman

181.8

Bahrain

53.6
3,319.6

Gulf total
Source: MEED Projects
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Contract Awards

Covid-19 tests Mena projects activity in 2021
The pandemic caused declines in some weakened markets while others persevered
MIDDLE EAST CONTRACT AWARDS, 2020-21
($bn)
25

Awards in 2020
Awards up to Nov 2021

20
15
10
5

E
UA

r
Ar
ab
ia

an

at
a

Sa
ud
i

Q

O

no
ba

m

n

t
ai
Le

n

Ku
w

da

q

Jo
r

Ira

n
Ira

t
yp
Eg

Ba

hr

ai

n

0

*=Countries covered include GCC states, Iran, Iraq, Jordan, Lebanon, Syria, Yemen and Egypt. Source: MEED Projects

A

“Concerns
remain that
the Omicron
variant could
spark further
spending
restraint”
114 \ YB 2022

s of November 2021, the
Middle East and North Africa (Mena) region had recorded $73.2bn of contract
awards, compared with
$74.8bn in the full year of 2020. While
the regional market has largely shaken
off the effects of Covid-19, concerns remain that the new Omicron variant could
spark further spending restraint.
Bahrain recorded $1.5bn of deals let in
2020, but this figure dropped to $596m
in 2021. The country is now deeper in
debt than it has been in several years.
Egypt continues to be a ray of hope for
contractors, with $7.8bn of deals signed
in 2021 and more in the pipeline.
In 2021, Iran failed to see US sanctions lifted and consequently recorded
relatively muted awards activity.
Iraq saw the value of awards decrease
in 2021 to $5.8bn from $8.4bn in 2020,
but despite instability, the government
has pressed ahead with schemes.
Jordan recorded $255m of awards as
of November 2021, with the government
continuing to suffer poor fiscal health.
Kuwait faced the same problems in
2021 that it did in 2020, with political

strife hampering awards activity. The
value of deals let grew by about $1.5m
more in 2021 compared with 2020.
Lebanon was the worst-affected Mena
country in 2021, with Beirut even running out of dollars to pay power bills.
Oman saw a precipitous decline in
awards in 2021 with $1.5bn of deals let
compared with $5.3bn in 2020.
In 2021, Qatar renewed its focus
on gas supremacy, awarding a regionbeating $13bn deal for processing trains
at its North field, which helped drive an
overall 136 percentage increase in the
value of deals let in the projects market.
The economic reform already under
way in Saudi Arabia in 2020 meant a
strong showing for contract awards activity in 2021, with $21.2bn of deals let.
The UAE awarded $14.8bn of deals
in 2020 buoyed by Expo 2020, while in
2021 the figure declined to $9bn as of
November due to project completions
and a decline in the real estate sector.
Sneha Abraham
For a detailed list of all contract awards
in 2021, visit www.meed.com/
/in-depth/monthly-contract-awards
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