Fiscal reforms initiated
to offset lower oil impact
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HE FALLING OIL FEICES 15 resulhrg in nlhﬂ!a:nl!uEl':,' lower

expogt-and-fiscal revenues for Saudi Arabia. A central

government fiscal deficit of 19.5 per cent of GO is pro-

pected tn 2015, and while the deficiowill dedine in 2016
and beyond as one-oif spending ends and large imestment proj-
ecis are completed, it will remain high over the mediom-term.
Nevertheless, povernment debt is very low and was 1.6 per cent
of GDF at end-2014. "

The senanes'of debi to fnance part of the deficit is appropriate
and would promate the developmient of private capial markets.
Saudi Arabia had tapped local markets in June and Augus and has
ragsed ot leas: SEAS killion from local bond morkets this year.
Other measures (o controd fiscal dediciy should indude firm control
of the public sactor wage bill, greater efficiency in public sector
irvestment, and an expansion of non-oil revenoes,

The UAE's fiscal balance is profected to tum pegative this year
for the first time since 2009, The emirate is expected to recond a
fiscal deficit of 2.3 per cent of GDE The macroeconomic policy
should focus on fiscal consolidation, while maintaining the peg and
supporiing conditions for credit growth. With large buffers, fiscal
consclicdaton shoald be gradual and desipmed in away to minimise
1ts groweih impact, It shoald preserve ivestment spending, control
the public wage bill, phase out sabsidies while srengthening safe-
ty nets and mobslize more noa-hypdrocarbon revenacs.

Figcal p»::{'q.' iRt are now l'ncu.!.i.n.! om wiays to broaden the
revemse base, prosmodte imesimend in projects that create value-
addition to existing oil and gas expoet projects and stirmulate in-
vestment in the non-cil and pas sector, The UAE has already un-
dernaken a number of fiscal reforms over the past years, including
most recently the fuel price deregulation that saw retail petrol
prices jump 24 per cent. The UAE is working en drafh of the cor-
porate tax Law and the value-added tax (VAT) law is being dis-
cisssed with the local and federal governments, Indirect taxes such
a5 VAT will be a tax an consemption and will insdtably be bome
by the end-consumer of the poceds and services.

In Qatar, fiscal cutlook is subject to considerable uncertainty
both because of the transition to a calendar year budgeting cycle
and of the complex impacts of lower ydrocarbon income an fiscal
revenue. Henos the fiscal surplus i8 expocted 1o narrow consider-
ably in 2005 to 1.4 per cent of nominal GDP. In calensdar 2016, it
is foreseen that the overall fiscal balance will register its deficit ai
abour 4.9 per cent of GDE Qatar mseed QR15 billion of bonds
Seplember 2015 as it took advantage of bow borrowing costy to
replenish funds eroded by the decling in oil prices.

The Kuwaiti Matsana] Assembly approved the budget for 200 5-
2016, which expects a deficit o KDE. 18 hillson on the bass of an o
price of $45 2 barrel The options to-fund the fscel defici may inchude
issmring borls and capping the general reserve of the state.

En Orman, the overall hscal deficit is projected at 14.8 per cent

"ol GD¥in 2015 and expect to remain high over the medium-erm
in the absence of fiscal reforma. 1t would be prudent For Oman o
bﬁin the fiscal sdjustment process exry, goven limited bidfers
and high breakeven oll prices. Because much of the oil price de-
dline B expected 1o be sustained, any delay in starting medium-
term fecal reformi wouald further worsen the fAxcal outlook snd
force deeper and Jess gradual adjustments later with a larger im-
pact on growth, Achieving fiscal sustainability will requine mes-
sures to contain expendirure h and increase non-oil pove-
maes, There s l::rg:' pn-l.rrrlil for |1|.1i.11; pon-od revenrues tf}
expanding tax categores and reconsidering tax rates and exemp-
tions for corporates, identifying new sousces sach as seleciad ex-
ti:!:."n"hT, :Mptﬂpﬂ'ry faxes

Saudi Arabia, the UAE and Cratar have already initiated the fis-
call refiorms o0 account of low oil prices and other GOC countries
are expected to bnng similar measures.
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Saud] Arabia, the UAE and Qatar have already inftlated
fiscal reforms on sccount of kow odl prices and other GEC
countries are expected to bring similar measures. — AP



