
 

 
 

GCC: Modest inflation supportive of non-oil growth 

15 July 2025 – Economics 

• Inflation is modest across the GCC, though housing pressures are keeping price growth higher 
in Saudi Arabia and Dubai than in the rest of the bloc. 

• Other key determinants of inflation include food prices and transport, both of which are mod-
erating as shipping disruptions ease and oil prices fall. 

• The softer inflationary environment will be supportive of private consumption and non-oil 
growth throughout the bloc this year. 

Inflation in the GCC has remained modest this year, 
with an unweighted average of 1.3% y/y over January 
to May across the bloc (counting Dubai-specific 
inflation rather than Abu Dhabi or nationwide). This 
marks a slowdown compared with previous years 
following an unweighted average of 1.8% in 2024 
and 2.2% in 2023. Inflation is running at two speeds, 
with price growth in Dubai, Kuwait, and Saudi Arabia 
running at roughly twice the pace of the average 
while Bahrain, Oman, and Qatar have seen either 
weak inflation or outright deflation. However current 
inflation levels are still conducive to robust private 
consumption throughout the bloc. We maintain a 
positive outlook on consumer activity and non-oil 
growth generally this year across the GCC, 
forecasting non-oil growth of 4.2%. 
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Housing inflation a key differential 

In Dubai and Saudi Arabia it is housing prices that are 
driving the more rapid inflation rates than in the rest 
of the GCC. Over January to June this year (they are 
the only two markets for which we have the June 
inflation print already), housing & utilities has 
averaged y/y inflation of 7.1% and 7.0% 
respectively. In the other four countries, it is only 
Kuwait that has seen positive pressure on housing 
costs at an average 0.8% over January to May – 

prices have been flat in Oman and deflationary in 
both Bahrain and Qatar. 
 
In Qatar, housing costs declined by 4.5% on average 
over January to May, continuing a deflationary trend 
that began in late 2023. Excess supply following a 
FIFA World Cup-driven construction boom has 
weighed on prices generally, while demand and 
non-hydrocarbons growth generally has been 
somewhat weaker over the past several years. By 
contrast, despite a surge in construction activity in 
both Dubai and Saudi Arabia, demand has continued 
to outpace supply growth as both populations have 
seen significant expansions. For Saudi Arabia, 
official figures put the population at 35.3mn in the 
middle of 2024, y/y growth of 4.7%, while Dubai has 
also continued to expand rapidly, in line with 
government targets to hit 5.8mn inhabitants by 
2040. 
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There is some evidence of a nascent slowdown in 
housing inflation in both Dubai and Saudi Arabia, with 
both CPI measures down from recent peaks and 
some evidence of softer nominal growth in the real 
estate sectors. However, with two new initiatives 
announced over the past week – support for first-
time buyers in Dubai and opening up certain districts 
for foreign ownership in Saudi Arabia – demand is 



 

 
 

likely to remain solid. As such, both will likely 
continue to see a moderately faster pace of 
headline inflation than their peers given the large 
weighting of the housing component in their CPI 
baskets. 
 
Upwards pressure on food prices has eased 

Food is another key component of the CPI basket 
across the GCC, and the trend has generally been 
for very weak growth in prices so far this year. Over 
January to May, the unweighted average inflation 
rate for food & beverages (in Bahrain, food is 
measured separately from beverages) was just 0.1% 
y/y, compared with 2.6% last year and 3.8% in 2023. 
 
The trend of the past 18 months differs depending 
on the size of the economy, with Dubai and Saudi 
Arabia seeing largely negative price growth, while 
food inflation in the other four has been more 
volatile. This is reflective of the smaller states’ 
greater reliance on imported foodstuffs given more 
limited domestic production, and the larger 
logistics sectors of the UAE and Saudi Arabia. This 
has been especially pertinent given the effect on 
shipping costs caused by disruptions to transport 
through the Red Sea which began in November 
2023. The fallout of the war in Ukraine has also been 
highlighted by statistics agencies. 
 
Food & beverages inflation, % y/y 
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Food inflation has turned sharply deflationary in 
Bahrain this year following a sharp spike in 2024, 
while Qatar and Oman have both also seen negative 
price growth in recent months. By contrast, food 
inflation in Kuwait remains comparatively elevated 
at an average 5.0% y/y over January to May. 
 
Transport 

Transport has tended to be a drag on inflation in the 
GCC over the past several years in an environment of 
falling global oil prices. Over January to May it has 

averaged -0.2% y/y, after an average -1.0% last 
year and -0.5% in 2023. This stands as a correction 
to the sharp rise in 2022 when oil demand spiked 
coming out of the Covid-19 pandemic, and 
transport inflation averaged 6.8% across the bloc. 
 
The major differential in transport inflation across the 
GCC is Dubai, where the deregulation of petrol 
prices in 2015 means that the price at the pump is 
more directly driven by changes in global markets. 
With oil prices having averaged significantly lower 
this year (down 15.1% y/y over January to June), this 
has been reflected in Dubai’s transport inflation 
component which has on average been 5.1% lower 
over the same period last year. Changes in transport 
prices in the rest of the GCC have been less 
pronounced, with Bahrain and Oman seeing modest 
rises this year and modest deflation elsewhere. 
 
Transport inflation, % y/y 
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Price pressures likely to remain soft 

There are some other differences between the GCC 
states through the other components of the CPI 
baskets but the general trend has been for modest 
price growth across the board. While the US dollar 
has weakened against G-8 currencies this year its 
performance against other regional currencies has 
been stronger which has mitigated any rise in FX-
driven import costs to the bloc. Expanding 
populations have kept some demand pressures 
pertinent, as noted in housing, but it has also kept a 
check on input costs from labour. Meanwhile, the 
entry of new businesses to the region has also 
helped keep price rises modest as respondents to 
regional PMI surveys have often noted that 
increased competition has led them to discount to 
maintain market share. 
 
The outlook for H2 inflation is likely weaker with the 
Federal Reserve expected to resume its rate-
cutting cycle, an easing in regional tensions leading 
to lower shipping costs and falling oil prices. We 



 

 
 

believe that the weaker inflationary pressures 
compared to the past several years will be 
supportive of private consumption growth this year 
and for non-oil GDP growth at large. Data for  Q1 
GDP for Saudi Arabia, Oman, and Qatar have all seen 
a fairly strong performance in non-oil activity, and 
timely indicators including PMI surveys would 
suggest that the rest of the bloc has also seen a 
positive performance. We forecast an average 
weighted non-oil GDP growth rate of 4.2% this year, 
compared with an estimated 4.0% in 2024. 
 
Private consumption supporting non-oil growth 

Saudi Arabia started the year on the front foot, with 
the PMI survey in January hitting a 14-year high, and 
Q1 national accounts data putting y/y GDP growth at 
3.4% on the second print. Non-oil growth was 
especially strong at 4.9%, contributing the bulk of 
the headline expansion, and offering upside risk to 
our full-year forecast of 4.5% non-oil growth, from 
4.3% in 2024. In terms of GDP by expenditure, 
private consumption was up 4.5% y/y in Q1, the 
strongest pace of growth since Q4 2023, and we 
anticipate that it will remain robust through the 
second half of the year. Spending growth in Saudi 
Arabia (point of sales transactions + cash withdrawal 
+ ecommerce transactions) accelerated to 9.5% 
over January to May this year, compared with 8.8% 
over the same period in 2024. This is far outpacing 
the average CPI inflation rate of 2.2% over January to 
May, indicating strong real growth in spending.  
 
Saudi Arabia real GDP growth, % y/y 
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We forecast non-oil GDP growth of 4.7% in the UAE 
this year which would mark a modest slowdown from 
the 5.0% recorded in 2024 but still represents a 
solid expansion rate. The outlook for private 
consumption growth in the UAE remains robust, 
driven by both domestic demand and ongoing 
growth in tourist numbers. There were 8.7m 
overnight visitors to Dubai over January to May, up 
6.9% y/y. Meanwhile, the population of the UAE 

continues to expand rapidly, with new census data 
from SCAD showing that Abu Dhabi’s inhabitants 
grew by 7.5% in 2024 to 4.1m people. A significant 
number of people moving to the UAE are HNWI, 
evidenced by the rapid growth in family offices here 
and the booming luxury real estate market. 
Together, this is underpinning spending in the UAE, 
with Dubai Mall reporting more than 111m visitors last 
year, up from 105m in 2023. 
 
Qatar real GDP growth, % y/y 

 

Source: Haver Analytics, Emirates NBD Research 

Our non-hydrocarbons growth forecast for Qatar 
this year is 3.0% which would represent a modest 
slowdown from the 3.4% seen last year though the 
Q1 growth rate of 5.3% offers some upside risk to 
this outlook. The broad economy is in good shape, 
with positive annual growth across all components 
of GDP in Q1, and indications are that growth has 
been maintained in the second quarter, with the 
Qatar Financial Centre PMI survey remaining above 
the neutral 50.0 level in April and May. A notable 
growth driver in Q1 was wholesale & retail trade 
which expanded 14.6% y/y and accounted for 8.4% 
of GDP. 
 
Oman saw non-oil growth of 4.4% y/y in Q1, the 
strongest pace of growth since Q4 2022. While 
wholesale & retail trade was relatively sluggish at 
2.5%, this followed 6.8% growth last year and hotels 
& restaurants saw growth of 11.7% in Q1. We forecast 
non-hydrocarbons growth of 3.5% in Oman this 
year. In Bahrain we forecast non-oil growth of 3.2% 
in 2025, and in Kuwait we project a 3.0% expansion, 
up from 1.7% in 2024. 
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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 
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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 
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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 
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