THE CHANGING GLOBAL POLITICO-ECONOMIC
CONTEXT – CHALLENGES AND OPPORTUNITIES
GLOBAL ECONOMY AND ITS EFFECT IN THE MARITIME INDUSTRY

THE BIG PICTURE - THINKING BEYOND
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“OPTIMISM IS A STRATEGY FOR MAKING
A BETTER FUTURE.”
TOTAL GLOBAL TRANSFORMATION
BUT……KNOW YOUR INNER AND EXTERNAL INTERCONNECTIVITY.
THINGS ARE SHIFTING
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THE UNITED ARAB EMIRATES
NOTABLE TRANSFORMATION
GDP

USD401.65bn

Population 9.45 million
Country Rating BB1

Economic Overview
 The UAE possesses 5.8% of global oil reserves (the eighth highest)
 At current levels of extraction, these will last for over 72 years.
 The UAE possesses the seventh largest reserves of natural gas, which will last over 100 years.
 Partly as a result of its large hydrocarbon-based economy, but also reflecting trading, financial,
diversification strategy and investment activities, the country has over USD1,200bn in sovereign wealth
funds.
 Such financial resources enable the UAE to withstand periods of global downturn and weaker oil and
gas revenues.
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ASIAN ECONOMIC POWER IS GROWING , SHIFTING THE
WORLD’S ECONOMIC CENTER OF GRAVITY TO THE EAST
• SIZE OF THE COUNTRY'S ECONOMY CAPTURES NOT ONLY THE SIZE OF THESE
ECONOMIES TODAY BUT ALSO THEIR EXPECTED.

• ECONOMIC PERFORMANCE FORECASTED GDP GROWTH AND PRODUCTIVITY GROWTH
RATES.

• ECONOMIC IMBALANCES EXAMINES BOTH INTERNAL IMBALANCES (SUCH AS INFLATION,
GOVERNMENT DEBT, AND DOMESTIC CREDIT) AND EXTERNAL IMBALANCES (SUCH AS THE CURRENT ACCOUNT AND
EXTERNAL DEBT, THAT CAN CAUSE A DISLOCATION / CRISIS IN A PARTICULAR SECTOR OR IN THE ECONOMY AT
LARGE).

• ECONOMIC RESILIENCE MEASURES HOW WELL A COUNTRY COULD RESPOND TO AN
ECONOMIC IMBALANCE OR AN EXTERNAL SHOCK BY TAKING INTO ACCOUNT FACTORS SUCH AS THE PROJECTED
FISCAL BALANCE IN THE COMING YEARS AND THE GOVERNMENT'S LEVEL OF INTERNATIONAL RESERVE ASSETS.

• LABOR FORCE ANALYZES FACTORS SUCH AS THE WORKING AGE POPULATION, LITERACY RATES, AND
URBANIZATION IN ORDER TO ASSESS LABOR AVAILABILITY AND QUALITY.

• INFRASTRUCTURE MEASURES THE PRESENCE AND QUALITY OF COMMUNICATIONS,
TRANSPORTATION, AND OTHER TYPES OF INFRASTRUCTURE.

Regulations and governance captures the degree to which government regulations, such as those governing labor
relations, paying taxes, and other necessary business operations, are designed to make compliance easy and low-cost from the perspective of
businesses. It also measures the overall quality of governance and transparency, taking into account how factors such as corruption and political
stability can affect economic activity.

Structural economic reform agenda analyzes whether current policies and proposals enable a country's
economy to be more responsive to market forces and thus allow businesses to operate based on core market dynamics rather than policy-driven
distortions.
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Our industries may still be prone to commercial and political cycles where unexpected
shocks can destroy profits, disrupt supply chains and upend business models.
But there are positives (vision of 2030 for the marine industries), with real
opportunities for business, investors, employees and stakeholders.
It’s believed that we can expect growth in all of the following three sectors:

Shipping, Naval Sector and Offshore Energy
This will mean more demand for shipping, shipbuilding, marine equipment
manufacture, and related services – including the knowledge & hi Tech services.
This positive view is based on evidence and reasonable scenarios, providing a
degree of confidence while acknowledging there are uncertainties.
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The Middle East remains
 Oil production is expected to expand by 22%, with growth in Saudi Arabia,
UAE, Iraq and Iran.
 Oil consumption rises by 42% by 2035.
 The Middle East remains the world’s largest oil producing region; its share
of global supply rises from 32% to 33% by 2035.

Middle East accounts for a third
of the world’s oil in 2035

Growth in Middle East
energy consumption

Share of non-fossil fuels in the
energy mix rises from 1%
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ASIA PACIFIC
 By 2035 Asia Pacific’s share of global demand rises to 47%, while net imports increase by 80%

 Coal remains the dominant fuel produced in the region with a 56% market share in 2035.

Asia Pacific’s share
of global energy consumption

Growth in energy consumption
rises by 54%

Share of global energy
production in 2035
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CHANGE IS THE NORM
 The Middle East accounts for 80 percent of the world’s interregional chemical exports
 The UAE and Saudi Arabia have 13.7 million tons and 98.5 million tons of petrochemical
capacity respectively in 2016, the two GCC members hold 74% of the chemicals portfolio of
the Arabian Gulf.
 The long- term outlook remains positive. Global demand is expected to grow an average
of 4% in the next decade, with two- thirds of this demand coming from non- OECD
countries, especially China and India.
 The U.S. pursuing a model similar to what the Middle East did long ago, capitalizing on
domestic natural gas supplies by building capacity to serve overseas growth.
 As recent twists in the oil market have made clear, the economics of petrochemicals can
be transformed in a matter of months.”

Khamis Juma Buamim

8

o The slowdown of the Chinese economy has not stopped GCC petrochemical producers to continue to grow
their exports to China & Asian countries. The GCC petrochemical exports rose to 13.5 million tons, valued
at US$15.4 billion. Volumes are up 5%, while revenues increased by 5%.
o 65% of the export volume consisted of basic, intermediate and chemicals exports; while polymers made up
33% and fertilizers 1%. Saudi Arabia is responsible for 64% of the export volume to China; valued at
almost US$10 billion. The UAE is the GCC’s second largest exporter to China, responsible for 11% of the
total volume; valued at almost US$2 billion, followed by Kuwait, responsible for 10% of total exports,
valued at about US$1.6 billion.

TRADE WARS: THE FORCE WEAKENS
Global trade growth weakens to +2.1% in 2016 in volume. In 2017, it would grow by a modest +3.1%.
Demand shocks, the super slump in commodities prices, currency war, and domesticalization (lesser dependence
on trade) explain this disappointing performance. In the medium-term, because of structural shifts and financial
fragmentation, growth in the volume of world trade is expected to stay below +4% annually. In this context,
companies will have to find new alternatives – such as digitalization - to expand their business.
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STRENGTH IN UNITY
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Despite the slowdown in the world growth, world oil demand is expected to
continue to grow at a slow but study pace. It sees demand growth for oil
easing this year to 1.2 million bpd and holding at that rate of growth next
year to reach a world total of 97.5 million bpd.. low oil prices are expected
to have less impact on the demand side as future expectations are being
stabilize.
Factors that are shaping the 2017- 2018 oil markets:
Opec went for market share
China adjust while India accelerates
The US became world’s energy powerhouse
Iranian oil is back on the market
Unplanned outages disrupt global oil production
Tanker fleet growth is ramping up
Opec announces a cut in production – Can they reach agreement on output
Khamis Juma Buamim
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CRUDE VS. PRODUCT TANKERS DEMAND
THE MULTIPLIER EFFECT IN THE OVERALL PRODUCT
 International long-haul crude trade once destined for refineries overseas is
shrinking as producers refining more locally.
 Ample crude supply and refining capacity, namely the USA and
increasingly the Middle East.
 New low capacity in Asia is forcing rationalization of old high cost
capacity in OECD.
 Refineries are closings in Europe, the Caribbean, Australia and japan can
be partly attributed to inefficiencies.
 Because of this structural shift, the growth in ton miles of refined oil
products is expected to continue outpace the general demand for refined
oil products.
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CRUDE VS. PRODUCT TANKERS DEMAND
THE MULTIPLIER EFFECT IN THE OVERALL PRODUCT
 Refineries have opened or expanded in Saudi Arabia and china, these
refineries are now contributing significant volumes of product export.
 Regional surplus and deficits combined with a relatively low cost of
transportation drive arbitrage trades, and increased product ton miles.
 Increasing worldwide product imbalance point to increased ton mile
development. This global multidirectional trade pattern enables product
tankers to triangulate thereby minimizing time and maximizing revenue.
 The result of these changing patterns should see ton mile demand growth
for product tankers exceed demand growth for several years.
 This multiplier effect is another key contributor in the overall product tanker
demand equation and should provide a tail wind for several years to
come.
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If we to focus on three scenarios separated by degrees of global political cooperation. At any level, global or local, the interaction between people is at the heart
of business and the economy.

Competing nations

Nations will mainly act in its national interests. There will be little effort among
governments to forge agreements for sustainable development and international
norms. This is a self-interest and zero-sum world. It’s envisaged a rise in
protectionism, which results in slower economic growth.
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GET FOCUSED IN A STORMY SHIFTING SAND
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Three sectors in 2030
Commercial shipping, fleet ownership and shipbuilding. The volume of seaborne
trade will double from nine billion tonnes per annum to somewhere between 19 and
24bn tonnes by 2030. (could work more regional rather than global)
o China will play a key role in 2030 as the emerging maritime superpower in
shipping.
o China will see the largest growth in commercial fleet ownership, rivalling Greece
and the rest of the European countries combined.
o China will become the world’s primary maritime market, leading in seaborne trade,
shipbuilding and vertically integrated ownership and ship management.
o The economic development of India follows closely behind China, and it is expected
to become a giant driver of global trade in an order of magnitude similar to
China.
THE UAE HAS A UNIQUE POSITION IN THESE THREE SECTORS, SHOULD THE UAE BUILD A POWER HOUSE TEAM, IT WILL ACHEIEVE
GREAT ECONOMICAL ADVANCES ,THAT WILL BE A TRUE MAGNIT OF GLOBAL REACH. THE UAE MARITIME LAW CAN BE THE MOST
ADVANCED AND CREATER OF TRUE OPPERTUNITIES
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THE "SILK ROAD ECONOMIC BELT AND THE 21ST
MARITIME SILK ROAD" INITIATIVE

It is hoped that the annual trade volume between China and these countries to surpass 2.5 trillion U.S.
dollars in a decade or so.
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STRONGER LOGISTICS
NETWORKS WITH ASIA,
AFRICA AND EUROPE BUILDING MORE PORTS,
ROADS, RAILWAYS AND
AIRPORTS.
THE ASIAN INFRASTRUCTURE
INVESTMENT BANK (AIIB) WITH $100
BILLION IN CAPITAL AND THE NEW SILK
ROAD FUND WITH A CAPITAL OF $40
BILLION TO FUND MAJOR
INFRASTRUCTURE PROJECTS IN THE
REGION, INCLUDING THOSE PERTAINING
TO THE DEVELOPMENT OF THE NEW SILK
ROAD.
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THREE MEGA TRENDS TO 2030 & POSSIBLE DISRUPTIVE EVENTS
Demography:
 Global population expected to reach 8 billion by 2030, with 96% of growth
coming from developing countries. India will overtake China with the largest
population and the largest labor force in the world.
 Most of these people will live in cities: the largest shift towards urbanization will
take place in China, Southeast Asian countries, Bangladesh, Nigeria and Turkey.
 The world’s urbanization is set to grow to almost 60%. Eight of the world’s 10
largest cities will be Maritime cities. “Aging” countries face the possibility of
decline in economic growth.
 Increased migration will spread to emerging powers.
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ECONOMY
 Global GDP could grow significantly within 20 years.
 In 2030, the largest economies, by a long way, will be China, USA and India.
 The countries with the largest growth in per capita GDP (an important
measure of purchasing power and labour cost) will be China, Vietnam, India
and Indonesia.
 Purchasing power in developing Asia will rise 8 times by 2030.
 Massive growth in world GDP brings enormous opportunities to the marine
industry, the primary driver for which is the global supply and demand for
commodities and manufactured goods.
 Global trade volume is affected by the health of the global economy.
 International trade continues to rise in line with economic expansion.
 Seaborne trade could more than double.
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RESOURCES
• It is expect to see a 40% higher energy demand in 2030.
• China oil consumption could triple, overtaking the USA to become the largest oil
consumer.
• The USA will remain the biggest natural gas consumer, while China will see the
largest growth in natural gas consumption.
• China and India will be the giants in the world’s coal consumption, with around
60% of coal consumed in China.
• India will see the largest growth in steel consumption. China’s steel consumption
growth will slow, but it will remain the biggest steel consumer in 2030.
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OFFSHORE ENERGY
• Oil and natural gas is expected to account for 70% of global demand for
energy in 2030.
• Advances in technology, underpinned by innovation, research and
development will be the keys to meeting the growing demand for energy
from more diverse sources.
• Coal usage and a number of offshore platforms and renewable energy
devices required to meet global demand will grow signiﬁcantly.

 There will be tremendous growth opportunities for participants in the offshore
oil and gas and renewable industries.
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LIVING ON BORROWED TIME AND BORROWED MONEY

RE-ENGINEER & RE-ENERGIZE
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شكرا جزيال
Thank you
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