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Economic Note 

The number of confirmed cases of Coronavirus in China has topped 20,000 at the time of writing 

on February 4, and with cases reported in some 25 other countries around the world. Even should 

the virus be successfully confined to China for the most part, it is clear that the outbreak will have 

some negative effect on the global economy, at least in the first quarter. 

 

While looking at the effect of the SARS outbreak in 2003 is indicative, the sheer scale of the 

Chinese economy now means that in projecting the likely impact of the current crisis on global 

output we should multiply what happened previously by several factors. China accounted for less 

than 5% of the global economy in 2003, but over the 17 years since, an average real growth rate 

of 9.1% per annum has seen China grow to around 20% of global GDP. At the same time, 

globalisation has continued apace, and China’s integration into global markets with it. Whether it 

be China’s insatiable demand for commodities, its production of manufactured goods, or the huge 

numbers of Chinese now travelling outside their home country or consuming foreign products, 

there are few global economies that would not be to some degree affected by a surprise slowdown 

in China. 

 

The IMF had already downgraded its global growth projection in 2020, even before taking into 

account the Coronavirus outbreak. In January it revised its forecast from 3.4% to 3.3%, (following 

an estimated 2.9% in 2019, the slowest since the global financial crisis) but even this is now likely 

to be undershot. Further, the outbreak has reaffirmed our view that there will be one more rate cut 

by the US Fed this year before the current easing cycle is done, given the added uncertainty it has 

created. Indeed, chair Jerome Powell acknowledged the virus as a 'wild card' risk in his post-

FOMC decision briefing last week. 

Chinese real GDP growth (% y/y) already slowing 

 
Source: Bloomberg, Emirates NBD Research 

It is important not to overstate the potential impact on global growth, especially while the duration 

and severity of the outbreak remains fairly uncertain. Indeed, the bounce back from SARS in 

2003 meant that the impact over the year was negligible in China, and even less damaging 

elsewhere. However, aside from the globalisation over the past 17 years, the current outbreak 

has come at a time of fairly sluggish growth anyway, with the trade war risks of 2019 having 

diminished but not departed and questions already being posed about the strength of any 

recovery, the potential effectiveness of any further monetary easing, and governments’ 

willingness to pursue fiscal stimulus. China has cut interest rates and pledged to inject liquidity, 

putting aside for now its economic recalibration efforts, but the effectiveness of this in an over-

leveraged economy remains to be seen; China had already been set for growth of under 6% for 

the first time in thirty years. The Caixin PMI survey, due for release tomorrow, could give an early 

indication as to just how severe the effect of travel restrictions and the closure of businesses has 

been on Chinese activity in the first month of the year, although the Lunar New Year holiday 

might obscure some of the impact. 
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Virus worries weighing on Shanghai Composite Index 

 
Source: Bloomberg, Emirates NBD Research 

 

Although the impact of the Coronavirus on global growth will take time to become evident, the 

impact on financial markets has been swift. This has been seen in equity indices not only in 

China, where the Shanghai Composite index lost 8% upon reopening after its extended New 

Year closure, but around the world also. In Asia, the Nikkei and Hang Seng have both been 

ticking down, while the S&P 500 remains off recent highs and 10-year US treasuries are 

threatening to move back below 1.5%. Copper has lost 12.6% since its peak earlier this year 

and oil, meanwhile, has entered a bear market, with Brent futures trading at under USD 55.0/b 

compared with USD 68.9/b earlier in the month. 

 

Virus will impact oil demand 

 

The most direct and immediate impact of the Cornavirus on GCC economies will be through 

the oil sector. Notwithstanding the temporary boost seen earlier in January on the back of 

geopolitical tensions in the Gulf, prices have been under pressure owing to a questionable 

demand outlook. With international airlines cancelling routes to China and diminished demand 

for flights more generally, the most acute impact will be on jet fuel, while gasoline consumption 

in China will see a secondary negative effect. Should factories in China be shut for a protracted 

period then diesel and shipping fuels will also start to see demand erosion – and another 

spillover impact on the UAE through the ports sector. 

 

Brent crude (USD/b) in a bear market  

 
Source: Bloomberg, Emirates NBD Research 
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Not only will lower prices affect GCC governments’ ability to initiate fiscal stimulus, but any 

potential curbs to production would also impact the headline growth figures. OPEC+ is meeting 

today to discuss its reaction to the crisis, with reports touting as many as 500,000 to 1mn 

barrels a day of further output reductions in a bid to shore up prices.  However, as we have 

said elsewhere (see OPEC faces a new challenge from coronavirus) the risk of a miscalculation 

in this regard is high, and if the reaction is misjudged it could induce a significant drag on the 

GCC economies. 

 

Downside risks to UAE tourism, transport sectors 

 

Related to the jet fuel issue, another key variable to watch is international tourism. In 2003, 

tourist arrivals around the world declined by -1.3% y/y, when China accounted for just 3% of 

the global total. By 2017, China’s share had risen to 10.7%. China is the largest source market 

in the world since 2012, with the number of outbound travel departures reaching 150mn in 

2018. Expenditure has increased as well: Chinese tourists spent USD 277bn in 2018, up more 

than five-fold since 2009.  As such, if we assume the impact of Coronavirus is proportionate, 

we could be looking at a -5% decline in international visitor arrivals globally this year. 

 

This also has implications for our UAE growth projections. China is the fifth-largest source 

market for Dubai with 989,000 visitors in 2019. It is also one of the fastest growing at 15% y/y 

in 2019. Chinese visitors accounted for 6% of all international visitors to Dubai last year, up 

from 2.7% in 2014. The impact of an extended period of closed borders could affect growth in 

tourism from non-Chinese markets as well.  

 

Disruptions to flights – the UAE has cancelled all flights to China except Beijing from 5 February 

– will also have an impact on the UAE’s transport and logistics sector which accounts for around 

8% of the UAE’s non-oil economy.  Dubai in particular is a hub for global air travel, and China 

has become an increasingly important driver of passenger traffic through Dubai airports.  The 

number of Chinese passengers travelling through Dubai grew 5% in 2019 to 3.7mn, even as 

overall passenger traffic through Dubai airport declined y/y.   

 

It is difficult at this stage to try and quantify the impact on these sectors as it is unclear how 

long the flight cancellations and travel restrictions will apply.  Tourism accounts for around 25% 

of Dubai's GDP (based on the nominal value of spending by international visitors in 2018, 

according to Mastercard).  If the epidemic is brought under control in weeks rather than months, 

we could see tourism activity normalise/ recover quite quickly, with Expo 2020 relatively 

unaffected in Q4 2020. 

 

http://www.emiratesnbdresearch.com/research/article/?a=opec-faces-a-new-challenge-from-coronavirus-1649
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Disclaimer 

PLEASE READ THE FOLLOWING TERMS AND CONDITIONS OF ACCESS FOR THE PUBLICATION BEFORE THE USE THEREOF. By continuing to access and use the 

publication, you signify you accept these terms and conditions. Emirates NBD reserves the right to amend, remove, or add to the publication and Disclaimer at any time. Such 

modifications shall be effective immediately. Accordingly, please continue to review this Disclaimer whenever accessing, or using the publication. Your access of, and use of the 

publication, after modifications to the Disclaimer will constitute your acceptance of the terms and conditions of use of the publication, as modified. If, at any time, you do not wish to 

accept the content of this Disclaimer, you may not access, or use the publication. Any terms and conditions proposed by you which are in addition to or which conflict with this 

Disclaimer are expressly rejected by Emirates NBD and shall be of no force or effect. Information contained herein is believed by Emirates NBD to be accurate and true but Emirates 

NBD expresses no representation or warranty of such accuracy and accepts no responsibility whatsoever for any loss or damage caused by any act or omission taken as a result 

of the information contained in the publication. The publication is provided for informational uses only and is not intended for trading purposes. Charts, graphs and related 

data/information provided herein are intended to serve for illustrative purposes. The data/information contained in the publication is not designed to initiate or conclude any 

transaction. In addition, the data/information contained in the publication is prepared as of a particular date and time and will not reflect subsequent changes in the market or changes 

in any other factors relevant to their determination. The publication may include data/information taken from stock exchanges and other sources from around the world and Emirates 

NBD does not guarantee the sequence, accuracy, completeness, or timeliness of information contained in the publication provided thereto by or obtained from unaffiliated third 

parties. Moreover, the provision of certain data/information in the publication may be subject to the terms and conditions of other agreements to which Emirates NBD is a party.  

 

None of the content in the publication constitutes a solicitation, offer or recommendation by Emirates NBD to buy or sell any security, or represents the provision by Emirates NBD 

of investment advice or services regarding the profitability or suitability of any security or investment. Moreover, the content of the publication should not be considered legal, tax, 

accounting advice. The publication is not intended for use by, or distribution to, any person or entity in any jurisdiction or country where such use or distribution would be contrary 

to law or regulation. Accordingly, anything to the contrary herein set forth notwithstanding, Emirates NBD, its suppliers, agents, directors, officers, employees, representatives, 

successors, assigns, affiliates or subsidiaries shall not, directly or indirectly, be liable, in any way, to you or any other person for any: (a) inaccuracies or errors in or omissions from 

the publication including, but not limited to, quotes and financial data; (b) loss or damage arising from the use of the publication, including, but not limited to any investment decision 

occasioned thereby. (c) UNDER NO CIRCUMSTANCES, INCLUDING BUT NOT LIMITED TO NEGLIGENCE, SHALL EMIRATES NBD, ITS SUPPLIERS, AGENTS, DIRECTORS, 

OFFICERS, EMPLOYEES, REPRESENTATIVES, SUCCESSORS, ASSIGNS, AFFILIATES OR SUBSIDIARIES BE LIABLE TO YOU FOR DIRECT, INDIRECT, INCIDENTAL, 

CONSEQUENTIAL, SPECIAL, PUNITIVE, OR EXEMPLARY DAMAGES EVEN IF EMIRATES NBD HAS BEEN ADVISED SPECIFICALLY OF THE POSSIBILITY OF SUCH 

DAMAGES, ARISING FROM THE USE OF THE PUBLICATION, INCLUDING BUT NOT LIMITED TO, LOSS OF REVENUE, OPPORTUNITY, OR ANTICIPATED PROFITS OR 

LOST BUSINESS. The information contained in the publication does not purport to contain all matters relevant to any particular investment or financial instrument and all statements 

as to future matters are not guaranteed to be accurate. Anyone proposing to rely on or use the information contained in the publication should independently verify and check the 

accuracy, completeness, reliability and suitability of the information and should obtain independent and specific advice from appropriate professionals or experts regarding 

information contained in the publication. Further, references to any financial instrument or investment product is not intended to imply that an actual trading market exists for such 

instrument or product. In publishing this document Emirates NBD is not acting in the capacity of a fiduciary or financial advisor.  

 

Emirates NBD and its group entities (together and separately, "Emirates NBD") does and may at any time solicit or provide commercial banking, investment banking, credit, advisory 

or other services to the companies covered in its reports. As a result, recipients of this report should be aware that any or all of the foregoing services may at times give rise to a 

conflict of interest that could affect the objectivity of this report. The securities covered by this report may not be suitable for all types of investors. The report does not take into 

account the investment objectives, financial situations and specific needs of recipients.  

 

Data included in the publication may rely on models that do not reflect or take into account all potentially significant factors such as market risk, liquidity risk and credit risk. Emirates 

NBD may use different models, make valuation adjustments, or use different methodologies when determining prices at which Emirates NBD is willing to trade financial instruments 

and/or when valuing its own inventory positions for its books and records. In receiving the publication, you acknowledge and agree that there are risks associated with investment 

activities. Moreover, you acknowledge in receiving the publication that the responsibility to obtain and carefully read and understand the content of documents relating to any 

investment activity described in the publication and to seek separate, independent financial advice if required to assess whether a particular investment activity described herein is 

suitable, lies exclusively with you. You acknowledge and agree that past investment performance is not indicative of the future performance results of any investment and that the 

information contained herein is not to be used as an indication for the future performance of any investment activity. You acknowledge that the publication has been developed, 

compiled, prepared, revised, selected, and arranged by Emirates NBD and others (including certain other information sources) through the application of methods and standards of 

judgment developed and applied through the expenditure of substantial time, effort, and money and constitutes valuable intellectual property of Emirates NBD and such others. All 

present and future rights in and to trade secrets, patents, copyrights, trademarks, service marks, know-how, and other proprietary rights of any type under the laws of any 

governmental authority, domestic or foreign, shall, as between you and Emirates NBD, at all times be and remain the sole and exclusive property of Emirates NBD and/or other 

lawful parties. Except as specifically permitted in writing, you acknowledge and agree that you may not copy or make any use of the content of the publication or any portion thereof. 

Except as specifically permitted in writing, you shall not use the intellectual property rights connected with the publication, or the names of any individual participant in, or contributor 

to, the content of the publication, or any variations or derivatives thereof, for any purpose.  

 

YOU AGREE TO USE THE PUBLICATION SOLELY FOR YOUR OWN NONCOMMERCIAL USE AND BENEFIT, AND NOT FOR RESALE OR OTHER TRANSFER OR 

DISPOSITION TO, OR USE BY OR FOR THE BENEFIT OF, ANY OTHER PERSON OR ENTITY. YOU AGREE NOT TO USE, TRANSFER, DISTRIBUTE, OR DISPOSE OF ANY 

DATA/INFORMATION CONTAINED IN THE PUBLICATION IN ANY MANNER THAT COULD COMPETE WITH THE BUSINESS INTERESTS OF EMIRATES NBD. YOU MAY 

NOT COPY, REPRODUCE, PUBLISH, DISPLAY, MODIFY, OR CREATE DERIVATIVE WORKS FROM ANY DATA/INFORMATION CONTAINED IN THE PUBLICATION. YOU 

MAY NOT OFFER ANY PART OF THE PUBLICATION FOR SALE OR DISTRIBUTE IT OVER ANY MEDIUM WITHOUT THE PRIOR WRITTEN CONSENT OF EMIRATES NBD. 

THE DATA/INFORMATION CONTAINED IN THE PUBLICATION MAY NOT BE USED TO CONSTRUCT A DATABASE OF ANY KIND. YOU MAY NOT USE THE 

DATA/INFORMATION IN THE PUBLICATION IN ANY WAY TO IMPROVE THE QUALITY OF ANY DATA SOLD OR CONTRIBUTED TO BY YOU TO ANY THIRD PARTY. 

FURTHERMORE, YOU MAY NOT USE ANY OF THE TRADEMARKS, TRADE NAMES, SERVICE MARKS, COPYRIGHTS, OR LOGOS OF EMIRATES NBD OR ITS 

SUBSIDIARIES IN ANY MANNER WHICH CREATES THE IMPRESSION THAT SUCH ITEMS BELONG TO OR ARE ASSOCIATED WITH YOU OR, EXCEPT AS OTHERWISE 

PROVIDED WITH EMIRATES NBD’S PRIOR WRITTEN CONSENT, AND YOU ACKNOWLEDGE THAT YOU HAVE NO OWNERSHIP RIGHTS IN AND TO ANY OF SUCH ITEMS. 

MOREOVER YOU AGREE THAT YOUR USE OF THE PUBLICATION IS AT YOUR SOLE RISK AND ACKNOWLEDGE THAT THE PUBLICATION AND ANYTHING CONTAINED 

HEREIN, IS PROVIDED "AS IS" AND "AS AVAILABLE," AND THAT EMIRATES NBD MAKES NO WARRANTY OF ANY KIND, EXPRESS OR IMPLIED, AS TO THE 

PUBLICATION, INCLUDING, BUT NOT LIMITED TO, MERCHANTABILITY, NON-INFRINGEMENT, TITLE, OR FITNESS FOR A PARTICULAR PURPOSE OR USE. You agree, 

at your own expense, to indemnify, defend and hold harmless Emirates NBD, its Suppliers, agents, directors, officers, employees, representatives, successors, and assigns from 

and against any and all claims, damages, liabilities, costs, and expenses, including reasonable attorneys’ and experts’ fees, arising out of or in connection with the publication, 

including, but not limited to: (i) your use of the data contained in the publication or someone using such data on your behalf; (ii) any deletions, additions, insertions or alterations to, 

or any unauthorized use of, the data contained in the publication or (iii) any misrepresentation or breach of an acknowledgement or agreement made as a result of your receiving 

the publication.     
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