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his chapter reviews the performance of the main macro 

T economic indicators of Dubai’s economy: the size of total 
output, total GDP growth rates, trends in the development 
of per capita GDP, the structure of the economy and the 
sectoral contribution to growth, inflation, money and 

liquidity, the AED exchange rate, interest rates, and government finances. 

↗ Dubai s relatively diversified economic base, unlike other GCC 
nations, helps it to contain the effects of some adverse develop 
ments such as declining oil prices or other external shocks. 

↗ The annual rate of price inflation in Dubai consistently dropped, down 
to 2.1 per cent in 2017, falling from 2.9 per cent in 2016 and 3.7 in 
2015. The inflation rate had reached a peak of 10.8 per cent in 2008 
as a result of the global economic crisis. 

↗ The expansionary economic policy in Dubai was very successful 
in addressing the effects of 2008 global economic crisis by taking 
necessary corrective countercyclical measures. 

↗ Customs revenues are the main source of tax revenues, accounting 
for 85 per cent of government revenue in 2017, and are anticipated 
to increase to AED 7.0 billion in 2018 based on rising imports. 

↗ A supply side stimulus package composed of 25 initiatives will impact 
the public sector deficit and aims to liberate Small and Medium-Sized 
Enterprises (SMEs) from restrictions that hold back their growth. 
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CHAPTER 2 | Recent Developments in Dubai’s Economy 

Diversified Economy
Secret to Dubai’s GDP 

The Dubai GDP is diversified and falls into twenty economic categories. The most growth 
was seen in Tourism including food and accommodation and inflation actually subdued. 

Wholesale & Retail Trade: 
26.6% 

Transport & Storage:
11.8% 

Financial & Insurance: 
10.4% 

Manufacturing:
9.4% 

Real Estate: 
7.1% 

Construction: 
6.3% 

Accommodation & Food 
(largely tourism):
4.9% 

Public Administration, 
Defence, Social Security:
5.1% 

Information & 
Communication: 
4.1% 

Professional, Scientific & 
Technical: 
3.6% 

Administrative & Support
Service: 
3.0% 

Electricity, Gas, Steam &
Air Condition Supply:
2.6% 

Diversified 
Economic Categories 

Public Finance 

Dubai’s GDP grew by 2.8 percent, 
in constant prices, to AED 389.4 
billion (US$106.1 billion) in 2017 
from AED 378.8 (US$103.2 billion) 
in 2016. 

Tourism was the sector with the 
highest growth rate. GDP Growth 
Rate in tourism (associated with 
Accommodation and Food) was 8 
percent, making tourism a leading 
contributor to Dubai’s overall GDP 
Growth Rate in 2017. 

The Dubai GDP is diversified and 
falls into twenty economic 
categories. 

In 2017, percentage shares of 
GDP associated with some of 
these categories were: 

The general annual rate of price inflation in 
Dubai was 2.1 percent in 2017 versus 3.7 
percent in 2015 and 2.9 percent in 2016. 

Housing, Water and Electricity: 
0.9% vs. 4.5% 

Food and Non-alcoholic Beverages: 
0.5% vs. 1.2% 

Education: 
4.9% vs. 6.4% 

Restaurants and Hotels: 
2.7% vs. 1.7% 

Dubai government budget for 2018 anticipated public 
expenditure rising by nearly 20 per cent to AED 56.6 
billion with government revenues rising 12.5 per cent to 
AED 50.4 billion. The rise in expenditure features 
increased expenditure on infrastructure related to the 
needs of the Expo 2020. 

Dubai government announced a supply side stimulus 
package composed of 25 initiatives to stimulate growth 
in the economy of Dubai. 

Inflation (2017 vs. 2016) 

Dubai’s GDP Growth 1 2 

3 

20 Economic 
Categories 

4 
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Recent Developments in Dubai’s Economy  | CHAPTER 2 

Main Macroeconomic Indicators of 
Dubai’s Economy 

Dubai’s Gross Domestic Product (GDP) 
2.1  Dubai’s GDP in constant prices reached AED 

389.4 billion (US$106.1 billion) in 2017, up by 
2.8 per cent from AED 378.8 (US$103.2 

billion) in 2016. This can be compared to a higher rate 
of growth of 3.1 per cent achieved in 2016. The trajec-
tory of the emirate’s real GDP and annual percentage 
growth rate over the last decade is shown in Figure 2.1. 

Dubai’s economic performance is often compared to 
cities similar in terms of size and in their dependence 
on internatonal trade. In Singapore, real GDP increased 
by 3.6 per cent in 2017, up from 2.4 per cent the year 
before, Hong Kong’s economy grew by 3.8 per cent in 
2017 compared with 2 per cent in 2016. Both of these 
economies grew faster as a result of revitalised growth 
in global GDP, while Dubai’s slower growth had more to 

do with reduced demand from its neighboring coun-
tries affected by oil prices as explained in Chapter 1. 

2.2  The UAE grew by 0.8 per cent in 20171, but 
Dubai’s relatively diversified economic base, 
unlike other GCC nations, helps it to contain 

the effects of some adverse developments such as 
declining oil prices or other external shocks. For exam-
ple, the negative, although muted, impact of the global 
financial crisis, which produced negative economic 
growth of minus 2.6 per cent in 2009 in Dubai, is illus-
trated in the chart. Figure (2.1) Stimulant policies 
applied by the Federal Government and the Govern-
ment of Dubai subsequent to the crisis also contribut-
ed in boosting the economy, and hence, the resumption 
of growth in all sectors, including those sectors partic-
ularly impacted such as construction and real estate. 

Figure 2.1: GDP in Constant Prices and annual Growth Rate (%) 2008-2017 
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CHAPTER 2 | Recent Developments in Dubai’s Economy 

GDP per capita in Dubai 
2.3  GDP per capita in Dubai amounted to 

US$35,630 in 2017, declining by 6.8 per cent 
from US$38.22 thousand in 2016. This 

represents the continuation of a recent trend: GDP per 
capita has declined by 15.5 per cent since 2013. 
(Figure 2.2) 

The decline trend in Dubai’s GDP per capita has 
occurred because the GDP growth rate has been 

Figure 2.2: Real GDP per capita in Dubai (US$‘000) 

41.56 
41.10 

consistently below the emirate’s population growth 
rate in recent years. In 2013, real GDP grew by 4.6 per 
cent, but Dubai’s population increased by 5.1 per cent. 
In subsequent years the gap widened and by 2017, 
population grew by 10.3 per cent, the same rate as in 
the previous year, while real GDP declined to a rate of 
2.8 per cent. (Figure 2.3) 
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Source: Dubai Statistics Center data 

Figure 2.3: Real GDP growth rate and population growth rate in Dubai (%) 
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CHAPTER 2 | Recent Developments in Dubai’s Economy 

Performance of the Main Sectors in Dubai’s Economy 
2.4  Dubai’s GDP structure is shown in the data 

produced by Dubai Statistics Center which 
breaks down total GDP into twenty econom-

ic activities. In 2017 the main seven of these sectors 
accounted collectively for 76.5 per cent of GDP, down 
slightly from their share in 2016 (See Figure 2.4). These 
main sectors by relative size were: Wholesale and 
retail trade/motor vehicles and motor cycles repair 
(Wholesale and retail trade hereafter), 26.6 per cent; 
Transport and storage, 11.8 per cent; Financial and 
insurance activities, 10.4 per cent; Manufacturing, 9.4 
per cent; Real estate activities, 7.1 per cent; Construc-
tion, 6.3 per cent and Accommodation and Food 
(largely tourism), 4.9 per cent. 

Other economic activities, accounting for 23.5 per 
cent of GDP in 2017, a share that is similar to the previ-
ous year, were dominated by five sectors. In terms of 
relative size as a proportion of GDP these were: Public 
administration, defence and social security, 5.1 per 
cent; Information and communication, 4.1 per cent; 
Professional, scientific and technical activities, 3.6 per 
cent; Administrative and support service activities, 3.0 
per cent and Electricity, gas, steam and air conditioning 
supply, 2.6 per cent. 

2.5  All the main economic sectors in Dubai grew 
in real terms in 2017, apart from Financial and 
Insurance services which remained con-

stant, contributing value-added AED 40.49 billion in 
2017, effectively the same as the previous year. (See 
Figure 2.5) In contrast, to 2016, the Construction 
sector grew by 3.5 per cent following a contraction of 
minus 3.4 per cent. Notably, the growth in the Real 

estate sector slowed down from a rise of 9.8 per cent 
in 2016 in constant prices to 7.3 per cent in 2017 and 
the growth in Manufacturing more than halved to 2.0 
in 2017. In contrast, the rate of real growth in Transport 
and storage sector rose strongly to 4.5 per cent and 
Accomodation and food sector growth more than 
tripled to 8 per cent due to a revival in tourism. 

2.6  Among the other economic activities 
comprising Dubai’s economy, the most 
notable changes were a fall in the rate of 

growth in the Information and communication sector 
from 7.0 per cent in 2016 to 2.1 per cent in 2017, while 
Professional, scientific and technical activities grew 
by 2.6 per cent in 2017 compared with 7.4 per cent 
the year before. The Mining and Quarrying sector, 
which accounted for 1.7 per cent of GDP in constant 
prices, saw a reverse in its fortunes, growing by 3.4 
per cent in 2017compared to minus 2.6 per cent the 
year before, the fourth successive year of negative 
growth measured. 

2.7  The contribution of economic sectors to 
aggregate growth in Dubai in 2017 did not 
necessarily reflect the share of each sector 

in GDP in 2017. For example, the share of Accommo-
dation and food services in Dubai’s economy in 2017 
was 4.9 per cent of GDP, but its real growth rate that 
year was 8.0 per cent so it contributed AED 1.4 billion 
or 13.2 per cent of the total growth in real GDP produc-
ing a weighted figure of 0.38 per cent. The contribu-
tions of other sectors to overall growth in 2017 are 
shown in. (Table 2.1) 

Dubai’s relatively diversified economic base, 
unlike other GCC nations, helps it to contain the 
effects of some adverse developments such as 

declining oil prices or other external shocks. 
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Figure 2.4: Structure of Dubai’s GDP (%) 
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Source: Dubai Statistics Center 

Figure 2.5: Growth of Main Sectors in Dubai (%) 
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Data source: Dubai Statistics Centre and Dubai Economy 

Table 2.1: Sector Contribution to Overall GDP Growth Rate in 2017 

Sector % Share of GDP Activity real 
Growth Rate 2017 

% Contribution to 
GDP overall Growth 

Weighted Growth 
Rate % 

Wholesale and retail trade 26.6 0.9 8.3 0.23 

Transport and storage 11.8 4.5 18.4 0.51 

Financial and insurance 10.4 0.0 0.0 0.00 

Manufacturing 9.4 2.0 6.8 0.19 

Real estate 7.1 7.3 17.6 0.49 

Construction 6.3 3.5 7.8 0.22 

Accommodation and food 4.9 8.0 13.2 0.38 

Total of main activities 76.5 2.6 72.1 2.02 

Other 23.5 3.6 27.9 0.78 

GDP 100.0 2.8 100.0 2.8 

Source: Dubai Statistics Center data 
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CHAPTER 2 | Recent Developments in Dubai’s Economy 

Inflation 
2.8  The general annual rate of price inflation in 

Dubai was 2.1 per cent in 2017. This rate has 
steadily fallen from an annual rate of 3.7 per 

cent in 2015 and 2.9 per cent in 2016. It is noteworthy 
that the rate of price inflation reached its peak in 2008 
at 10.8 per cent before the impact of the global finan-
cial crisis was felt in Dubai. As a result, the inflation rate 
dropped during a deflationary period caused by a fall 
in real GDP of minus 2.6 per cent. The rate of inflation 
fell sharply in the following years reaching a rate of 
minus 1.7 per cent in 2012. The inflation rate rose to 
1.3 per cent the following year as the economy recov-
ered with an increase in real GDP of 4.6 per cent. 
(Figure 2.6) 

2.9  The fall in the rate of price inflation in Dubai in 
2017 can be attributed to drops in annual rate 
of price increase across several sectors. 

Housing, water and electricity annual cost increases fell 
from 4.5 per cent in 2016 to 0.9 per cent in 2017, below 
the general rate of inflation. (Figure 2.7) Inflationary 
pressures weakened in other sectors of the economy. 
In particular, food and non-alcoholic beverages, where 
the rate fell to 0.5 per cent in 2017 from 1.2 per cent in 
the previous year. In education, the inflation fell from 6.4 
per cent to 4.9 per cent in 2017. There was almost defla-
tion in the cost of health with prices barely stable. Only 
restaurants and hotels saw a rise in inflation with annu-
al price increases moving up to 2.7 per cent in 2017 from 
1.7 per cent the year before. (Figure 2.8) 

Interior view of Dubai Mall. 
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Figure 2.6: Dubai General Inflation Rate (%) 
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Figure 2.7: Inflation Rates in the Housing, Water and Electricity Group in Dubai (%) 
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Figure 2.8: Inflation Rates in Main Expenditure Groups in Dubai (%) 
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CHAPTER 2 | Recent Developments in Dubai’s Economy 

Monetary Policy 

2.10  The UAE Central Bank is responsible for the 
operation of monetary policy across the 
Federation and affects credit conditions and 

liquidity in Dubai. Monetary policy is concerned with 
determining the size and rate of growth of the money 
supply by modifying the interest rate, buying or selling 
government bonds, and regulating the amount of 
money banks are required to keep as reserves. The 
UAE Central Bank plays an important role in supervis-
ing the banking sector to achieve strong capitalization, 
liquidity and financial stability. The Central Bank moni-
tors banks’ (Non-Performing Loan) NPL ratios, 
loan-to-deposit ratios, which must remain below 100 
per cent, and Tier 1 core capital ratios which it sets at 
8 per cent, above the stipulated minimum 6 per cent 
ratio in the Basel 3 agreements and capital adequacy 
ratios. In 2017, NPLs have remained fully provisioned, 
but rose to 7.0 per cent by Q2 2018. The capital 
adequacy ratio of UAE banks was strong in 2017 and 
remained robust at 18.1 per cent in Q2 2018. 

In the UAE, the existence of a currency peg with the 
dollar constrains the Central Bank’s monetary poli-
cy since interest rates need to be aligned with policy 
rates in the United States. In addition, the currency 
link means that the growth of domestic liquidity must 
also be consistent with the fixed US dollar-AE Dirham 
exchange rate. This restricts the ability of the Central 
Bank to expand or contract the money supply to stim-
ulate growth or control inflation. 

Figure 2.9: Interest Rates in the UAE and USA (%) 

Interest Rates 
2.11  The freedom of the central bank to influence 

monetary conditions in the UAE and in 
Dubai is constrained by the requirement 

that the UAE sets an official interest rate close to the 
interest rate set by the US Federal Reserve Board (US 
Central Bank). This regime of currency peg to the US$ 
creates a link between the value of the American 
currency and local inflation in Dubai/UAE (and other 
GCC countries) which cannot be tackled by restrictive 
monetary policy using the interest rate to affect cred-
it growth and liquidity. 

2.12  The Central Bank’s REPO rate closely follows 
the US Federal Funds rate, but domestic 
credit conditions are also determined by the 

EIBOR (Emirates Inter-Bank Offered Rate) market rate. 
This rate can be set between banks in the country, 
which can be influenced by the monetary authorities 
through capital requirements. There was a significant 
difference between these two rates from the second 
half of 2008 before they harmonized in August 2011. 
This difference is linked to the cautious lending prac-
tices of Dubai/UAE banks in addition to their need to 
meet Basel (3) capital requirements, in light of the new 
regulations that the Central Bank imposed on banks. 
EIBOR fell below the UAE policy rate from 2012 
onwards, but rose in 2015 in anticipation of the tight-
ening of policy rates by the Federal Reserve, followed 
by the UAE Repo Rate which rose in increments in 2017 
and into 2018. (Figure 2.9) 
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Domestic Liquidity 
2.13  The UAE Central Bank’s balance sheet 

reflects changes in liquidity in the banking 
system. In 2017 the Central Bank’s balance 

sheet expanded by 11.5 per cent to AED 406.4 billion, 
reversing a previous contraction in 2016 of 7.4 per 
cent on the previous year. The main factors behind 
this change were firmer oil prices and external 
capital inflows. 

2.14  The rate of growth of financial liquidity (the 
supply of money) in the UAE had slowed 
down significantly in 2014 largely resulted 

from falling oil prices. The EIBOR rate, which had fall-
en well below the policy rate, began to rise again as 
bank credit tightened. This caused a sharp drop in 
the rate of growth of the money supply, falling in 2016 
with domestic liquidity, with growth only rising again 
marginally in 2017. M12 increased by 3.9 per cent to 
reach AED 492.4 billion in 2017, owing to an increase 

in Currency in Circulation by 8.7 per cent to reach 
AED 67.7 billion and an increase in Monetary Depos-
its by 3.1 per cent to reach 424.7 billion. The broader 
definition of the money supply M23 had hit a peak rate 
of growth of 22 per cent in 2013 before dropping to 
8 in per cent in 2014. There was a sharp drop in the 
growth of credit and liquidity in both the government 
and the private sectors between 2015 and 2016. This 
led to a contraction in liquidity growth to an annual 
rate of 3.3 per cent in 2016, and a slight rise to 4.1 
per cent in 2017, to reach AED 1,276.2 billion, more 
closely in line with economic growth. Meanwhile, M34, 
the broadest definition of money, increased by 5.4 
per cent to AED 1,487.1 billion, owing to an increase 
in government deposits of 13.4 to reach AED 210.9 
billion. The latter rise signalled a reversal of the previ-
ous downward trend, in support of bank liquidity. 
(Figure 2.10) 

Figure 2.10: Domestic Liquidity Growth Rate in UAE (%) 
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Source: UAE Central Bank 

2 Currency in Circulation Outside Banks (Currency Issued - Cash at banks) + Monetary Deposits. 
3 M1 + Quasi-Monetary Deposits (Resident Time and Savings Deposits in Dirham + Commercial Prepayments in Dirhams + Resident Deposits in 

Foreign Currencies) 
4 M2 + Government Deposits 
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AED Exchange Rate 
2.15  The external value of the currency of the UAE 

used by Dubai, the AE Dirham, is linked to the 
US Dollar. The fixed exchange rate set by the 

UAE Central Bank is AED 3.6725 per US$1. In the 
context of free flows of capital, monetary policy in this 
system lacks autonomy, when compared to countries 
which use floating rates. For example, when the US$ 
was dropping against the Euro during the three years 
between 2006-2008, the AED also dropped against 
the Euro, as it tracked the US dollar. Throughout 2008 
the UAE’s currency weakened so that one Euro bought 
AED 5.4. This lead to an increase in imported inflation 
(through imports from European Union countries) in 
the UAE and also in other GCC countries whose curren-
cies are also pegged to the US dollar. 

2.16  Inflationary pressures also increased during 
this period, with an increase in oil prices, 
which reached US$148 per barrel by mid-

2008. Nevertheless, the second half of 2008 was char-
acterised by what is known as a “re-pairing” phase in 
the global economic crisis when a key correction 
occured in the US$/EUR rate, global oil prices dropped 
and economic activity in emerging markets and in 
Dubai slowed down significantly bringing down infla-
tion sharply over the period 2009 to 2010. 

Since then, the AED started to rise against the Euro to 
AED 4.72 through 2012 and local inflation remained 
supressed. The exchange rate weakened again in 
2014 and 2015, and inflationary pressures in the UAE 
built up reaching a peak of 4.1 per year, before the 
AED strengthened against the Euro again in 2016. 
In 2017, the AED depreciated again with a drop in 
inflation to 1.6 per cent, followed by a further rise 
to 1.9 per cent, slightly below the rate of inflation in 
Dubai. (Figure 2.11) 

Figure 2.11: AED/Euro Exchange Rate & Inflation in the UAE (%) per annum 
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CHAPTER 2 | Recent Developments in Dubai’s Economy 

Public Finance 

The Budget of Dubai Government 
2.17  The Government of Dubai’s fiscal policy is 

exercised through the public sector budget, 
operating through changes in government 

expenditure and revenues. Policy has focussed on 
strengthening the emirate’s financial accounts while 
being prepared to take necessary corrective counter-
cyclical measures in response to macroeconomic 
conditions. In fact, the Government of Dubai reacted 
to the effects of the global economic crisis of 2008 by 
raising expenditure from an annual average of AED 
27.3 billion during the period between 2006 and 2008 
to AED 41.4 billion during 2009, with an increase of 
around 52 per cent, while revenue dropped in 2009 by 
13 per cent. This expansionary fiscal policy was 
consistent with the actions of many advanced and 
emerging countries to counter the adverse effects of 
the global financial crisis through fiscal and monetary 
stimulatory programs. The expansionary economic 
policy in Dubai achieved great success in addressing 
the effects of that crisis. Following this fiscal stimulus, 
the success achieved by the financial authorities in 
the Emirate in reducing budget deficit in the following 
years is considered a significant achievement. These 
financial measures have contributed to macroeco-
nomic stability and to the resumption of growth in 
many sectors and activities, especially banks, finan-
cial market, trade, tourism and real estate in Dubai. 

2.18  The expansionary fiscal policy adopted to 
stimulate Dubai’s economy in response to 
the aftermath of the global economic crisis 

produced a public sector deficit in 2009 of minus 4.3 
per cent as a per centage of GDP above the critical 3 
per cent recommended by internationally accepted 
sound fiscal practice. The government tightened fiscal 
policy and reduced its budget deficit as a per centage 
of GDP from 1.9 per cent in 2010 down steadly to 0.6 
per cent in 2012 and to 0.3 per cent in 2014. In 2015 
and 2016, this approach of steadily restricting expen-
diture growth achieved an operating balance with 
spending rising by nearly 12 per cent from AED 41.2 
billion to AED 46.1 billion in line with rising revenues. In 
2017, expenditure increased by almost 3 per cent to 
AED 47.3 billion, but government revenues fell by 2.8 
per cent to AED 44.8 billion, producing a budget deficit 
of AED 2.5 billion, or 0.6 per cent of GDP. 

2.19  The budget for 2018 anticipated public 
expenditure has risen by nearly 20 per cent 
to AED 56.6 billion and government revenues 

has increased 12.5 per cent to AED 50.4 billion. (Figure 
2.12) The public sector deficit is estimated to rise to 
an unprecedented AED 6.2 billion, 1.5 per cent of GDP, 
below the recomended 3 per cent level, but still expan-
sionary necessitating increased government borrow-
ing. (Figure 2.13) 
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Figure 2.12: Budget Structure of the Government of Dubai (AED billion) 
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Figure 2.13: Overall Fiscal Position of the Government of Dubai (as % of GDP) 
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CHAPTER 2 | Recent Developments in Dubai’s Economy 

Public Revenues 
2.20  Government revenues in Dubai are derived 

from two main categories: 1 – Tax revenues 
and 2 – Non-tax revenues. Tax revenue 

sources include customs fees from import duties 
and taxes on banks in Dubai and from January 2018 
Value Added Tax (VAT) levied at a rate of 5 per cent 
on all but exempt items. Non-tax revenues are main-
ly miscellaneous fees and fines, oil revenues and 
investment returns. 

2.21  The ratio of non-tax revenues to total reve-
nues has fluctuated in recent years between 
a minimum of 76.8 per cent in 2013 and a 

maximum of 83.5 per cent in 2017, while tax revenues 
varied between 23.2 per cent and 16.5 per cent during 
the same period. Tax revenues are anticipated to rise 
back to a share of 21.0 per cent of total government 
revenues in 2018 and will rise further when the federal 
government transfers Dubai’s allocation of VAT reve-
nues collected. (Figure 2.14) 

2.22  Customs revenues are the main source of tax 
revenues accounting for 85 per cent of this 
category of government revenue in 2017. 

The fall in the proportion of tax revenues to the total in 
2017 to 16.5 per cent was due to mainly to a fall in 

customs duties, but also to a decrease in income taxes 
on foreign banks. The value of imports into Dubai in 
2017 fell by AED 535.6 billion to AED 518.3 billion, a 
drop of 3.2 per cent. In consequence, revenue from 
customs duties fell by 12.5 per cent from AED 7.2 to 
AED 6.3 billion contributing to the fall in total govern-
ment revenue and the public sector deficit of AED 2.5 
billion. Customs revenues are anticipated to increase 
to AED 7.0 billion in 2018 based on rising imports. 

2.23  Fees and fines revenues rose during the 
years 2017-2013 reaching 76.4 per cent by 
2013 and peaking at 94 per cent of non-tax 

revenues in 2015. This income group accounted for 92 
per cent of non-tax revenues in 2017 and is anticipat-
ed to fall to 79.8 per cent in 2018. On the other hand, 
the ratio of oil revenues fell from 15.6 per cent in 2013 
to 5.7 per cent in 2015 as result of the fall in oil prices, 
before recovering to 7.9 per cent in 2016 and falling 
again in 2017 to 6 per cent of non-tax revenues. Final-
ly, income from investment has fluctuated in the period 
2013-2017 between a minimum of 1.3 per cent in 2015 
and 2016 to a maximum of 8 per cent in 2013. Income 
from this source was 2.0 per cent of non-tax revenues 
in 2017 and is anticipated to rise to 2.5 per cent in 
2018. (Figure 2.15) 

Customs revenues are the main source 
of tax revenues, accounting for 85 per 

cent of government revenue in 2017, and 
are anticipated to increase to AED 7.0 

billion in 2018 based on rising imports. 
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Figure 2.14: Structure of Dubai’s Government Revenues (%) 
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Figure 2.15: Structure of Dubai’s Government Non-Tax Revenues (%) 
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CHAPTER 2 | Recent Developments in Dubai’s Economy 

Public Expenditures 
2.24  The ratio of current public expenditures to 

total government expenditures in Dubai rose 
from around 75.3 per cent in 2013 to 82.6 per 

cent in 2016 passing a peak of 89 per cent in 2014. On 
the other hand, the ratio of investment expenditures 
dropped from 24.7 per cent in 2013 to a low ratio of 11 
per cent in 2014. Such drop in investment expenditure 
is attributed to the completion of most of the major 
projects. However, investment expenditures rose in 
2017 to 19.4 per cent and are expected to have risen 
to 28 per cent during 2018 to finance a package of 
strategic initiatives and key development projects 
which were recently launched by the Government of 
Dubai. These projects include various sectors, espe-
cially real estate and tourism, in addition to the Islamic 
economy initiative and infrastructure projects in 
preparation for hosting Expo 2020. The public sector 

deficit of 2018 which is anticipated to have tripled 
as a proportion of GDP in 2017 would result in a rise 
in borrowing and debt service charges in 2018. 
(Figure 2.16) 

2.25  The structure for spending by the Govern-
ment of Dubai, broken down by function, 
indicates that the infrastructure, transport, 

and social development sectors accounted for around 
71 per cent of total expenditure in 2017. The structure 
also shows that the share for the social development 
sector of total expenditure rose from around 21 per 
cent in 2010 to about 37 per cent by 2016 and 34 per 
cent in 2017. The share for the infrastructure and 
transport sector dropped from around 49 per cent in 
2010 to 36 per cent over the same period, rising slight-
ly to 37 per cent in 2017. (Figure 2.17) 

New Dubai metro rail system under construction. 
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Figure 2.16: Structure of Dubai’s Government Expenditures 
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Figure 2.17: Structure of Functional Expenditures of the Government of Dubai 
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CHAPTER 2 | Recent Developments in Dubai’s Economy 

Outlook for the Performance of 
Dubai’s Economy in 2018 

2.26  Growth in Dubai should be boosted by the 
government’s fiscal stimulus initiatives of 
2018 on the back of increased infrastructure 

expenditure ahead of Expo 2020 and a rising public 
sector deficit. Increased expenditures on infrastruc-
ture are related to Expo 2020, whose total investment 
value is estimated at AED 25 billion, and the expansion 
of the Dubai Metro’s Route 2020 with a project value 
of AED 10.6 billion. However, the size of Dubai’s large 
public-sector debt suggests that further fiscal expan-
sion will be used with caution by planning current 
expenditure growth and spending efficiently on 
capital projects. 

2.27  The return to a fiscal balance in Dubai will be 
helped by the impact of revenue from the 
implementation of VAT in 2018, although this 

may take some time. The VAT base on rollout is narrow-
er than expected; since there are exemptions for most 
real estate and financial services transactions, trade 
in free zones, local passenger transport and charitable 
organizations. In May 2018 the government also clar-
ified that wholesale VAT does not apply to gold and 
diamond sales to VAT-registered businesses intended 
for resale. In addition, a zero rate applies to certain 
transport, telecom, health and education services, as 
well as exports, medical equipment, oil/gas, and invest-
ments in precious metals. The UAE authorities agreed 

that 30 per cent of collected VAT revenue would be 
allocated to the federal government and the rest to 
local governments. Although revenue distribution has 
not taken place yet, and collection data are not avail-
able, annual VAT revenues are projected to reach 2 per 
cent of GDP, over the coming years. 

2.28  Given the high proportion of public revenues 
accounted for by fees, this source of income 
is regressive and costly to administer. It is 

also less conducive to SME development and diversi-
fication as fixed fees are more burdensome for small-
er enterprises. The authorities have initiated a compre-
hensive review of fees to rationalize them. In April 
2018, the government also announced a supply side 
stimulus package composed of 25 initiatives to be 
implemented by a number of Dubai government 
Departments and Agencies. The package will have a 
further impact on the public sector deficit, in some 
cases by increasing expenditure and reducing fees 
received from regulating private sector business activ-
ities, but the package is intended to liberate Small and 
Medium-Sized Enterprises (SMEs) from the restric-
tions that hold back their growth. The main reforms, 
the relevant authorities, the aim of the measures and 
the likely impact on public finances, where obvious, are 
listed in Table 2.2. 
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Implementing Agency Measure Objective 
Fiscal Impact on 
Public Sector 

Table 2.2: Dubai Growth Stimulus Package of Initiatives for 2018 

Dubai Economy 

Dubai Chamber 

Land Department 

Dubai Municipality 

Dubai Municipality 

Aviation Authority 

Dubai South 

Department of Finance 

Nasdaq Dubai 

Dubai Port Authority and 
Free Zones 

Dubai Free Zones Centre 

Dubai International 
Financial Centre 

Exempt Companies from 
penalties for late renewal 
of licenses 

Revise downward the fees 
for doing business 

Develop new financing 
mechanism for Real Estate 
market 

Reduce fee collected as 
proportion of annual rent 
from 5% to 2.5% 

Reduce fee collected from 
sales of hotel rooms from 
10% to 7% 

Landing fees for private jets 
to be reduced 

Make Dubai a global centre 
for registration of private jets 
and other planes 

Raise procurement quota
for SMEs from 10% to 20% 

Accelerate the issue of 
bonds on secondary markets 

Encourage block chain 
in logistics 

Regulate e-commerce in 
Dubai and the Free Zones 

Attract FDI in 
financial markets

Attract SMEs to support 
faster growth 

Attract SMEs to support 
faster growth 

Encourage property sales 
and construction industry 

Attract SMEs to support 
faster growth 

Stimulate consumer 
expenditure and tourism 

Attract international business 
to Dubai 

Attract international business 
to Dubai 

Attract SMEs to support 
faster growth 

Attract international business 
to Dubai 

Attract international business 
to Dubai 

Attract international business 
to Dubai 

Attract international business 
to Dubai 

Reduce Public Revenues 

Reduce Public Revenues 

Unknown 

Reduce Public Revenues 

Unknown 

Reduce Public Revenues 

Unknown 

Unknown 

Unknown 

Unknown 

Unknown 

Unknown 

Source: The General Secretariat of The Executive Council of Dubai (April 2018). 
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