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Q 

atar is in the midst of a 
spending frenzy in prep-
aration for hosting the 
FIFA World Cup in 2022 
even as it braces for a sec-

ond year of budget deficit following 
five years of surplus.

The massive spending comes at a 
time when Qatar is facing increasing 
competition in the liquefied natural 
gas (LNG) market, in which it has 
reigned supreme as the top produc-
er for years, with Australia and the 
United States becoming major play-
ers.

For Doha, hosting the World Cup 
is a means of putting Qatar in the 
international spotlight and raising 
its global stature both politically and 
economically. Qatar will be seeking 
the distinction of being the first Arab 
and Muslim country to host the foot-
ball tournament and is sparing no 
expense. Qatari Finance Minister Ali 
Shareef al-Emadi has said Qatar is 
spending nearly $500 million a week 
on infrastructure projects related to 
hosting the 2022 event.

In addition to the construction of 
stadiums, capital expenditures cov-
er building highways, hospitals and 
a new airport. Emadi suggested that 
the current rate of spending could 
continue into 2021.

Qatar anticipates its expenditures 
for the World Cup to exceed $200 
billion. In stark contrast, 2018 World 
Cup host Russia said it had boosted 
its spending related to next year’s 
tournament by $325 million, with 
total expenditures expected to reach 
$10.8 billion.

The Qatari government allocated 
about $25.6 billion of its 2017 state 
budget — 46% of the total — to 
spending on major infrastructure 
projects, including those related to 
the World Cup. In December, Qatari 
Emir Sheikh Tamim bin Hamad al-
Thani approved the 2017 state budg-
et that forecast a deficit of $7.8 bil-
lion. Last year marked the first time 
in 15 years that Qatar faced a short-
fall — estimated at $12.8 billion — in 
its budget.

There is a strong likelihood that 
the 2017 deficit might be less than 
estimated. Doha based its budget on 
an assumed oil price of about $45 a 
barrel but crude prices are around 
$53-$55 a barrel and are expected to 
rise after an agreement was reached 
late in 2016 between members of 
the Organisation of the Petroleum 
Exporting Countries (OPEC) and 
independent oil producers to col-
lectively withdraw as much as 1.7 
million barrels per day from the oil 
markets.

The Qatar National Bank (QNB) 
calculated that rising oil prices cou-
pled with the expected introduc-
tion of a value-added tax (VAT) next 
year would bring Qatar’s budget to 
“near balance” in 2018. Qatar will 
likely continue to fill in the financial 
shortfall through borrowing rather 
than tapping into the considerable 
assets held by the country’s sover-

eign wealth fund, the Qatar Invest-
ment Authority.

Qatar’s extreme spending in prep-
aration for the World Cup coincides 
with necessary restructuring within 
its LNG business as Doha faces grow-
ing competition that is biting into 
Asia, Qatar’s chief market. Austral-
ian and US producers together are 
expected to account for 90% or more 
of the world’s new LNG exports 
through 2020. Australia’s LNG boom 
has led analysts to forecast that it 
could overtake Qatar as the leading 
LNG producer as early as next year.

Asian LNG buyers are increas-
ingly valuing diversity and security 
in their suppliers by looking closer 
to home and relying less on Middle 
East exporters out of concern over 
potential supply disruptions in the 
Strait of Hormuz.

The explosion in US shale gas de-
velopment resulted in the United 
States becoming a net natural gas 
exporter in November 2016. Because 
US producers can reasonably reach 
both European and Asian custom-
ers in a timely fashion, they may as-
sume the role of swing LNG export-
er, further eroding Qatar’s dominant 

position in Asia.
In a major consolidation move to 

streamline costs in its LNG business 
and fight the growing competition, 
Qatar announced at the end of 2016 
that it was merging state-owned 
LNG producers Qatargas and RasGas 
into a single entity known as Qatar-
gas, a process that is to be completed 
by the end of this year.

Contending with steeper compe-
tition and the global energy price 
slump, Qatar was forced to renegoti-
ate several long-term LNG contracts 
with Asian customers or risk losing 
valuable business. The Asian mar-
ket accounts for up to 75% of Qatar’s 
LNG exports.

While Doha’s massive spending 
spree will not last forever, it ap-
pears its reign as the world’s top 
LNG producer may be coming to an 
end. While relinquishing that posi-
tion to Australia will not cause Qatar 
major financial distress, it will be a 
symbolic loss for Doha in the inter-
national energy community.

Jareer Elass reports on energy 
issues for The Arab Weekly. He is 
based in Washington.
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E 

uropean airlines, long 
complaining of unfair 
competition from Gulf Co-
operation Council (GCC) 
countries, could see a 

shift in their favour as the European 
Commission could impose duties 
on non-EU carriers.

The revamped law aims to guar-
antee fair competition between 
airlines by addressing business 
practices by foreign airlines and 
their governments, which cannot 
be addressed through open-skies 
agreements, a draft proposal of the 
measure, seen by the Reuters news 
agency, states.

A Reuters report said suspected 
unfair practices include illegal gov-
ernment subsidies or favourable 
treatment in airport charges, refuel-
ling, ground handling services and 
other matters. The GCC’s biggest 
airlines are on the receiving end of 
accusations.

Emirates, Etihad and Qatar Air-

ways — the Gulf’s leading carriers — 
all deny receiving illegal state subsi-
dies and say US and EU airlines are 
being protectionist.

The European Commission has 
come under pressure, mainly from 
established global carriers such as 
Lufthansa and Air France, to do 
more with regards to the upstart 
Gulf airlines.

Reuters said that under the new 
draft proposal an airline or airline 
association from an EU-member can 
lodge a complaint with the commis-
sion, which will investigate with the 
existence of prima facie evidence of 
causing injury or “threat of injury” 
to an at least one EU carrier.

The investigation, which could 
last up to two years, would involve 
the commission looking into the 
non-EU country, provided its gov-
ernment and the carrier had given 
consent.

If the investigation found that a 
European carrier was harmed by 
unfair practices, the commission 
could impose additional taxes or 
suspend “concessions, services or 
rights of the third (non-EU) country 
air carrier” or the rights of the third 
country.

The draft law is the first since 
2004, when a measure was imple-
mented to counter alleged unfair 
pricing practices by US airlines on 
transatlantic routes but was consid-
ered ineffective and never used.

The issue with the new success-

ful Gulf carriers extends across the 
Atlantic. In 2015, the United States’ 
biggest carriers, including Ameri-
can Airlines, United and Delta, initi-
ated a programme called Open and 
Fair Skies, in which they asserted 
that Emirates, Etihad Airways and 
Qatar Airways had received $42 bil-
lion in government subsidies in the 
last decade.

The complaint by the US carriers 
was tied to cheaper ticket prices in 
once lucrative markets such as the 
Middle East and South Asia. Ameri-
can Airlines claimed it has had to 
drop its India route due to what it 
described as low, uneconomical 
fares set by Gulf airlines.

American, United and Delta are 
pressuring the US administration 
to renegotiate its open-skies agree-
ments with the United Arab Emir-
ates and Qatar.

The three major Gulf airlines have 

taken market share in the last dec-
ade from more established Asia-Pa-
cific, European and American carri-
ers. However, the rapid success of 
the Gulf carriers has been a tactical 
priority for both the UAE and Qatar.

The expansion of the three large 
Gulf airlines has been a strategic 
priority for Abu Dhabi, Dubai and 
Doha, which have built modern air-
ports to serve as the carriers’ global 
hubs. For example, Abu Dhabi-
owned Etihad received equity capi-
tal and loans from the government 
in the early stages of the airline’s 
operations.

Additionally, Qatar Airways has 
branched out in investing in the 
global aviation market. It purchased 
9.99% of the International Airlines 
Group (IAG), the parent company of 
British Airways in January 2015 and 
increased its stake in the company 
to 15.01% in May 2016.

Budget deficit of $7.8 billion expected in Qatar in 2017

EU considers 
imposing duties
on Gulf carriers
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The Ras Laffan Industrial City, Qatar’s principal site for production of liquefied natural gas and 
gas-to-liquid, some 80km north of Doha, on February 6th.                                                               (AFP)

An Emirati man takes a selfie in front of a new Etihad Airways 
A380 in Abu Dhabi.                                                                                     (AP)

Qatar anticipates its 
expenditures for the 
World Cup to exceed 
$200 billion.

The rapid success of 
the Gulf carriers has 
been a tactical 
priority for both the 
UAE and Qatar.

Egypt’s agricultural 
exports increase

Dubai developer 
reports jump in 
annual net profits

Egypt’s agricultural exporters 
have seen a surge in demand and are 
finding new foreign markets after 
the currency was floated, with many 
rushing to expand capacity to keep 
up.

Egypt’s pound has halved in value 
since the central bank abandoned 
its peg of 8.8 pounds to the US dollar 
in November, making Egyptian fruit 
and vegetables look cheap to foreign 
buyers, exporters said.

“Demand has doubled, with 
every product gaining one or two 
markets,” said Mostafa al-Naggari, 
chairman of Fresh Fruit Company, 
which recently signed deals to ship 
to China and is finalising others with 
Australia, New Zealand and Korea.

Exports of Egyptian vegetables, 
fruits and legumes amounted to 
$2.2 billion in 2016 would likely rise 
about 15% in 2017 because of the 
float, said Abdel Hamid al-Demer-
dash, the head of Egypt’s Agricul-
ture Export Council.

The main vegetable exports in-
clude onions and artichokes and 
fruits include oranges and strawber-
ries.
(Reuters)
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Oman expects 
further non-OPEC 
output cuts

Non-OPEC oil producers were ex-
pected to further cut output under a 
landmark deal with the cartel aimed 
at curbing a global supply glut, 
Oman’s Oil minister said.

“We expect the (compliance) fig-
ures to be encouraging in February,” 
Omani Oil Minister Mohamed al-
Rumhi said at an oil conference in 
Kuwait City.

Organisation of the Petroleum 
Exporting Countries (OPEC) and 
non-OPEC countries, including Rus-
sia, agreed in November to reduce 
output by about 1.8 million barrels 
per day following a sharp drop in oil 
prices.

Oman is among 11 non-OPEC oil 
producers that agreed to slash total 
crude production by about 558,000 
barrels per day.

Rumhi said non-OPEC producers 
had delivered on more than half of 
their pledged cuts and he expected 
them to reduce output further in the 
coming weeks.

His comments came after Kuwait, 
head of a committee tasked with 
overseeing implementation of the 
deal, said OPEC had made more 
than 90% of the agreed-to cuts.
(Agence France-Presse)

Dubai-based developer Emaar, 
which built the world’s tallest tower 
Burj Khalifa, said its net profits rose 
sharply last year due to increased 
revenue in real estate, retail and 
hospitality.

Emaar Properties recorded annual 
net profits of $1.425 billion for 2016, 
up 28% from the previous year, 
it said in a statement. They were 
boosted by a particularly strong 
fourth quarter when net profits 
were up 56%.

The developer said its real estate 
sales in Dubai increased 41% last 
year compared to 2015.

“Emaar’s growth reflects the 
dynamism of the UAE, which has 
evolved as a global hub for business 
and leisure,” Emaar Chairman Mo-
hamed al-Abbar said.

Dubai became a magnet for prop-
erty investments when it opened 
the sector to foreigners in 2002, 
standing out in a region that largely 
confines freehold ownership to citi-
zens.
(Agence France-Presse)


