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Strong consumption to lift
US growth in 2016: QNB 
Divestments in the energy sector 

and a negative contribution from 

net exports may continue to be 

a drag on US economy this year, 

QNB said, which however expects 

the country’s economy to grow 

around 2% in 2016 on strong 

consumption.

The US economy experienced 

strong growth in the second and 

third quarters of 2015, expand-

ing by 3.9% and 2% respectively. 

However, the strong perform-

ance was “derailed” in the fourth 

quarter, which saw the economy 

growing by only 0.7%, QNB said.

“The slowdown was largely 

due to divestments in the energy 

sector and a negative contribu-

tion from net exports. 

The drag from these two fac-

tors is expected to continue in 

2016, but we project that strong 

consumption will lift US growth 

to around 2%, slightly above po-

tential. “We can analyse activity in 

the US economy by examining its 

diff erent components: personal 

consumption, private-sector 

investments, government ex-

penditure and net exports. 

The sum of these components 

yields a measure of aggregate 

demand in the economy that is 

termed gross domestic product, 

or GDP,” QNB said.

QNB expects private consump-

tion to continue to grow in 2016 

at around 3.3%. This is by far the 

largest component of GDP, ac-

counting for nearly 70%. 

The US consumer is enjoying 

an array of favourable conditions. 

Wage growth has picked up in 

recent months to reach 2.5% in 

December. 

Employment has increased 

by an average of over 220,000 

a month in 2015, and unemploy-

ment has fallen to 5%. The strong 

recovery in the labour market and 

the decline in the unemployment 

rate imply that higher wages are 

benefiting more people. 

Consumers’ spending power 

has been further strengthened by 

the decline in oil prices, which has 

freed up some of their income. 

One might argue that the recent 

decline in equity prices (7.5% 

so far this year) might reduce 

consumers’ wealth, which could 

reduce their spending. 

However, QNB said any such 

eff ect is likely to be small and 

off set by rising house prices. 

Indeed, surveys show consumer 

confidence is high and rising, 

undented by the recent decline in 

equity prices. 

The picture is not so rosy for 

investments. Lower oil prices are 

pushing US energy firms to cut 

their capital spending. In addition, 

inventories have been rising at 

a fast and unsustainable pace, 

which is likely to be a drag on 

growth in 2016. 

On the other hand, QNB 

expects other components of in-

vestments to grow at a moderate 

pace, especially residential invest-

ments, boosted by a recovering 

housing market. Overall, QNB ex-

pects investment growth to slow 

from 4.8% in 2015 to 1.6% in 2016, 

the slowest growth rate since 

2009. “We project government 

spending to have only a minor 

eff ect on growth. Fiscal policy 

in the US is currently neither 

expansionary nor contractionary 

and therefore unlikely to impact 

growth significantly.

“Finally, we expect net exports 

to continue to be a drag on the 

economy. The rising US dollar has 

already increased real eff ective 

exchange rate, a measure of the 

loss in price competitiveness of 

exports, by 15.6% since the begin-

ning of 2014,” QNB said.

The dollar is likely to continue 

rising in future as the US Federal 

Reserve is expected to continue 

its monetary tightening while the 

other major central banks, nota-

bly in the euro area and Japan, 

are projected to ease further. 

As a result, QNB expect net 

exports to subtract around 0.4 

percentage points from GDP, in 

line with what happened in Q4, 

2015. Adding up the diff erent 

expenditure components, QNB 

expects growth to pick up from 

0.7% in Q4 2015 to 2.1% in 2016. 

Strong consumption growth 

should be the main driver of 

overall economic growth. 

It is expected to more than 

off set the headwinds from invest-

ments and net exports, given that 

private consumption accounts for 

the majority of total spending in 

the economy. 

Arbitration cases in Qatar rise
to 30 in 2015 , says ICC Court
By Peter Alagos
Business Reporter

Arbitration cases in Qatar, particularly 
in the country’s construction and en-
ergy sector, have increased from three 

in 2005 to 30 in 2015, ICC Court secretary 
general Andrea Carlevaris told Gulf Times.

Speaking at a recently-held conference, 
Carlevaris said the number is expected 
to increase in 2016 due fluctuations in oil 
prices.

Carlevaris explained that the growth in the 
number of arbitration cases brought to the 
ICC Court “may mean an increase in the local 
economy, particularly in the energy and in-
frastructure sectors.” He added: “But it also 
means that Qatari parties are relying on the 
ICC as a reliable dispute resolution mecha-
nism.”

“These disputes probably existed also in 
the past but now we see that even interna-
tional disputes are referred to the ICC Court 
of Arbitration,” he said.

This was reiterated by Qatar Interna-
tional Centre for Conciliation and Arbitra-
tion (QICCA) board member Sheikh Thani 
bin Ali al-Thani, who noted that aside from 
fl uctuating oil prices, the infl ux diff erent for-
eign companies in Qatar have increased the 
number of arbitration cases.

Sheikh Thani told Gulf Times that the 
cases received by QICCA are mostly from 
the construction sector: “Most of the cases 
we received were about delays in timelines, 
delivery of projects, and issues between the 
contractor and sub-contractors. 

“Some ended in arbitration, mediation, 
and some cases underwent normal court 

proceedings. But there is an increasing trend 
in arbitration since many companies want to 
maintain a sense of privacy.”

Carlevaris also said: “The increase in dis-
pute cases may also mean that there is more 
international business going on in Qatar, 
but also the parties are possibly shifting 
from court systems or local arbitrary insti-
tutions to international institutions such as 
the ICC. 

Also, the ICC arbitration system is consid-
ered reliable, not only by international inves-
tors in Qatar, but also by the Qatari private 
and public sectors.”

He added: “I would say the construction 
and energy sector almost exhaust the Qatari 
cases.”

Asked if the ICC Court expects to receive 
more disputes this year, Carlevaris said: 

“The fl uctuations in the oil prices have been 
a signifi cant factor in the growth of arbitra-
tion cases. These are typically sources of dis-
putes.”

Today, Carlevaris said energy disputes 
constitute a large portion or almost 20% of 
legal disputes that go to the ICC Court. “The 
disputes that go to the ICC Court involving 
energy claims have seen a very signifi cant in-
crease in recent years,” he said.

He added that energy disputes rank sec-
ond after construction and infrastructure 
disputes, which is another popular sector in 
Qatar.

“The increase in arbitration cases con-
cerns the whole region, but it is particularly 
prevalent in Qatar. Other neighbouring juris-
dictions have also shown a similar increase in 
cases but not as high in Qatar,” he said. 

Qatar’s economy to be 
‘sustainable in long-term’, 
says Doha Bank CEO 
Qatar’s economy will be sustainable 

in the long-term despite “short-
term challenges,” Doha Bank CEO 

Dr R Seetharaman has said.
Speaking at the seminar “Growing Op-

portunities in Qatar” at the Doha Bank 
headquarters, Seetharaman said Qatar’s 
growth in 2016 is expected to be 4.3%: 
“Qatar has budgeted for revenues of 
QR156bn and expenditures of QR202.5bn 
in 2016.” 

“Health, education, and infrastructure 
accounted for the largest share of the 2016 
expenditure. Major infrastructure expen-
ditures amounting to QR50.6bn would 
include railways, the new Doha port, sev-
eral large roadways, and the expansion of 
electricity, water, and sewage networks,” 
he explained. 

He said Qatar’s banking balance sheet 
growth was more than 10% year-to-date 
in December 2015 and loan growth was 
more than 15% YTD. In 2015, Seethara-
man added that real estate sector lending 
was more than 27% YTD.

“The retail sector was close to 17% 
YTD, contracting sector more than 23% 
YTD, and service sector was more than 
6% YTD. The customer deposit growth 
was more than 8% YTD,” he said. 

Citing a recent Standard & Poor’s re-
port, Seetharaman said Qatar has “sig-
nifi cant” strength in defending its fi xed 
exchange parity with the dollar due to 
availability of reserves to cover the mon-
etary base and current account payments 
over the next four years. 

“Qatar’s economy is sustainable in the 
long term amidst short term challenges,” 
Seetharaman emphasised.

During the seminar, Seetharaman was 
joined by Qatar Stock Exchange CEO 
Rashid bin Ali al-Mansoori, Qatar Finan-

cial Centre (QFC) Authority CEO Yousuf 
Mohamed al-Jaida, and Amwal CEO Fah-
mi Alghussein.

Aside from the panel, ambassadors and 
embassy attaches of Japan, the UK, India, 
Singapore, Mexico, Kenya, and Canada 
also participated in the discussion. 

Al-Mansoori said: “Qatar is one of the 
fastest growing economy and young-
est stock market. Qatar has become an 
emerging market in recent years. Qatar 

Exchange’s mission is to support the Qa-
tari economy. It has 43 listed companies. 
We have programmes to improve senti-
ment for retail investors. 

“We have introduced government 
bonds and are planning to introduce Ex-
change Trade Funds (ETFs) and provide 
alternatives for investors. We would like 
to increase the presence of both foreign 
and local institutional investors in Qatar 
Exchange.”

Alghussein, on the other hand, high-
lighted the initiatives of Amwal. He said 
only 2% of wealth is managed by profes-
sionals in Qatar as against 5% in Saudi 
Arabia, which is even higher in developed 
countries. 

“Hence, it is a great opportunity to be 
in Qatar. However the challenges of oil re-
main for investors. The private wealth of 
GCC lying overseas should also be chan-
nelised into the regional markets.” 

‘Draft law on 
economic zones 
to beef up FDI 
fl ows to Qatar’
By Peter Alagos
Business Reporter

The recently-approved 
draft law on economic 
zones refl ects the trend 

in the GCC region and in Qa-
tar to open up Gulf economies 
to more foreign direct invest-
ments (FDIs), an offi  cial of 
Qatar Financial Centre (QFC) 
Authority has said.

QFC Authority CEO Yousuf 
Mohamed al-Jaidah, during 
Doha Bank’s recently-held 
seminar entitled “Growing 
Opportunities in Qatar,” said: 
“Despite lower oil prices, the 
government is very excited 
about diversifi cation.”

“The draft law on economic 
zones has been recently ap-
proved, and there is a trend 
in the GCC and Qatar to open 
up to more FDIs, which is 
one of the income revenues 
that these governments must 
maintain and sustain for the 
next decade and further,” al-
Jaidah explained.

Aside from the draft law on 
economic zones, which was 
approved on February 2, al-
Jaidah said the new QFC law, 
which is expected to be passed 
this year, also aims to attract 
more FDIs to Qatar and to al-
low international investors 
access to the local market.

“The new QFC law is go-
ing to give the QFC a sounder, 
legal positioning in the Qatar 
economy. The QFC has been 
an off -shore centre since day 
one and we’ve had some chal-

lenges in the beginning in 
terms of access to the local en-
vironment.

“However, with the draft 
law being approved, the QFC 
law is also going through a 
revision to stay in line with 
other free zone laws with on-
shore access so all these revi-
sions will just give the QFC 
companies better positioning 
in the local economy,” he ex-
plained.

Al-Jaidah said the QFC 
law, which is still undergoing 
a fi nal revision, will be raised 
to the Council of Ministers 
next week. He added that he 
“is looking at two to three 
months” before the law is ap-
proved.

“Just like any other law in 
Qatar, the QFC law will go 
through the usual legal proc-
ess…the QFC law will also give 
its courts better positioning 
in the local markets, which 
means the QFC courts will be 
open to non-QFC companies 
as well. We’re getting a bigger 
role in the judicial environ-
ment and a better role in the 
regulatory environment as 
well,” al-Jaidah said.

On the increase of QFC 
companies in 2016, al-Jaidah 
said he is looking at a 20% 
growth this year. Last year, he 
said QFC has 65 companies 
under its wing.

Asked about listing QFC 
companies in the Qatar 
Stock Exchange, al-Jaidah 
told Gulf Times there are 
two companies approved for 
listing this year. 

Doha Bank CEO Dr R Seetharaman and other members of the panel during the seminar “Growing Opportunities in Qatar.”
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Qatar International Centre for Conciliation and Arbitration board member Sheikh Thani bin 
Ali al-Thani (left), and ICC Court secretary general Andrea Carlevaris. 
PICTURES: Noushad Thekkayil 
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