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Foreword 

Dubai Economy is pleased to present “Dubai 2021: Future Economy Prospects,” which 

highlights recent macroeconomic and sector developments in Dubai’s economy and the 

potential impact of government policy measures and initiatives to fight a devastating 

global pandemic; and to prepare for a lasting recovery. 

The key message of this report is that Dubai’s responses with swift and effective health 

measures and economic support and initiatives to tackle the COVID-19 pandemic, which 

protected lives and livelihoods, have succeeded paving the way for Dubai to be one of the 

very first cities to gradually reopen its markets and businesses fully. 

The report also shows that the stimulus packages that the government has put in place 

including lowered fees and rent reliefs that directly supported the SMEs and the business 

community at large are yielding results with the economic recovery gaining traction across 

many sectors, which is expected to continue. In addition, the government’s proactive 

policy initiatives such as the amendments introduced to the Commercial Companies’ Law 

removing restrictions on foreign ownership and FDI as well as the extension of Golden 

Residency visa to foreign skilled talent and top graduates, are likely to accelerate economic 

diversification and support higher sustainable and more inclusive growth. 

Dubai welcomes 2021 with a brighter economic outlook as the pace of recovery picked up 

in the UAE and globally thanks to the rollout of the vaccines to combat COVID-19. Critically, 

it will enable a faster recovery in international travels and the mobility of people will take 

place which is particularly timely for Dubai to showcase its achievements to the world as 

it hosts Expo 2020, a global event celebrating innovation, promoting both technical and 

social progress and facilitating international business cooperation. 

Dubai Economy 
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1. The Dominant Global Issue in 2020 
and Beyond: The COVID-19 Pandemic 

OVERVIEW 

1.1 The dominant global issue in 2020 is the novel 
coronavirus (COVID 19) pandemic and the nega 
tive impact the health crisis is having on global 

economic activity and on the economies of individual 
nations. Dubai, as a highly open economy to international 
trade and capital flows, with cross-border movement of 
expatriate labour and tourism, is particularly susceptible 
to external shocks such as the Great Financial Crisis (GFC) 
of 2008-09. Most national authorities agree that the short-
term and longer-term negative global impact of the COVID-
19 crisis on economic activity could exceed that produced 
by the GFC. In the case of Dubai, swift actions by the Federal 
and local government putting in place economic support 
and regulatory changes to ease burdens on the business 
community helped avert large setbacks to the economy. 
Looking ahead, macroeconomic and demographic factors 
accompanied by the related government support and 
initiatives and availability of finance are expected to speed 

the economic recovery in the Emirate and the UAE in 2020 
and the following year. 

COVID-19: Major Challenge to Global Economy 
1.2 Looking ahead, the pace of recovery scenario in 

2021 is largely dependent on the vaccination 
efforts across the world and on improved treat 

ments to tackle new variants of the COVID 19 pandemic. As 
for the UAE, vaccination of the population has already 
started rolling out and Dubai in particular aims to inoculate 
70 per cent of the population by the end of 2021, well on its 
way to achieve widespread COVID 19 immunity. Such 
development is expected to normalize international travel 
in and out of Dubai which will impact the ability of the 
economy to make a sustained recovery. Dubai will be then 
ready to host Expo 2020, expected to start in October 2021 
and to last for 6 months.  Expo 2020 Dubai has been an 
important strategic long term investment for the Emirate 
of Dubai and for the UAE. The expected impact of this 
investment on gross value added and on employment will 
be spread during the event and hopefully for a number 
of years afterwards. 
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Charting a Path from Downturn to Recovery 
1.3 Economic activity has contracted dramatically 

and no country was spared, with GDP declining 
substantially in advanced and developing econ-

omies. The path of economic recovery for the world econ-
omy, and consequently for an open economy such as 
Dubai’s from the COVID 19 crisis, is uncertain. Some econ-
omists have predicted a V-shaped (fall and rebound) reces-
sion, with output falling sharply for one quarter or two 
quarters in 2020 and then rapidly recovering the next with 
output and international trade rising sharply in 2021. 

1.4 The IMF’s revised baseline projection, in the 
October 2020 World Economic Outlook (WEO), 
predicts the pandemic will cause a contraction 

in the global growth in 2020 and a rebound in 2021. 
However, the IMF predicts global growth to gradually slow 
down into the medium term and would fall short of catch-
ing up to the path of economic performance projected 
before the pandemic for both developed and developing 
economies. This outlook implies a limited recovery in the 
medium term, different from the V-shaped recovery 
predicted earlier in the April 2020 WEO. 

Sustainable Recovery Plan for a ‘New Normal’ 
1.5 Most recovery schemes have been designed 

around the assumption of a four-phase response: 
crisis management (for the public-health emer-

gency); exit (lockdown and then “reopening” the econ-
omy); recovery; and, finally, a “new normal”. But reality is 
never as accurate as those neatly thought-out phases. The 
appearance of new variants of the COVID-19 pandemic in 
early September 2020 has prompted many countries to 
re-impose partial lockdowns or have slowed reopening in 
an effort to stem soaring infections. Rather than a cleanly 
schematic multi-phase process of emergency response 
and recovery, the seemingly lengthy health crisis demands 
a comprehensive approach in which short- and long-term 
goals are aligned from the beginning. 

1.6 A sustainable recovery plan must target policies 
to maintain employment and household 
incomes and support aggregate demand as the 

most effective way to ensure that the temporary shock 
from the pandemic does not become a prolonged down-
turn, after the huge destruction of human, physical, and 
financial capital that such pandemic has caused. 

OUTLOOK 

Global and Regional Growth 
1.7 The IMF has projected in the October 2020 World 

Economic Outlook (WEO) forecast that the 
global economy will contract by -4.4 per cent in 

2020, compared to an increase of 3.3 per cent predicted a 
year ago. This is a less severe contraction than the forecast 
of -4.9 per cent in the June 2020 WEO Update. The IMF 
attributes the less severe contraction to better than 
expected GDP data in most developed countries after they 
scaled back the lockdown measures in May and June. 

1.8 Global growth is projected at 5.2 per cent in 2021 
as vaccine coverage would be widely distrib-
uted, in addition to continued and supportive 

fiscal and monetary policies by governments. The data on 
actual and predicted growth rates for the world, grouped 
by advanced economies and the emerging and developing 
economies, are shown in (Figure 1.1). 

Figure 1.1: Real GDP Growth (%): World and Main 
Regions 

Source: International Monetary Fund, World Economic Outlook, October 2020 
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1.9 Growth in Advanced economies is expected to 
contract at–5.8 per cent in 2020, and then to rise 
by 3.9 per cent in 2021, according to the IMF’s 

October 2020 WEO. As for the Emerging and Developing 
Economies, the pandemic is predicted to cause slightly less 
severe impact on growth which is expected to contract by 
3.3 per cent in 2020, before growth rebounds by 6.0 per 
cent in 2021. The main driver of the overall growth picture 
among this group of economies is China, which experi
enced the impact of the COVID-19 pandemic first, then 

recovered faster than expected. China is expected to grow 
by about 10.1 per cent over 2020-2021 (1.9 per cent this year 
and 8.2 per cent in 2021). 

1.10 The spread of COVID-19 has subsequently high-
lighted the dependence of many emerging 
economies on external financing and the depar

ture of portfolio foreign investors could lead to a massive 
negative impact on growth prospects, exports and fiscal 
accounts. The IMF estimates that the need for total gross 
financing in emerging markets could be as much as US$2.5 

trillion in capital inflows, which is of particular concern for 

those countries with larger external debts to serve. 

The IMF revised forecasts that 
the COVID-19 pandemic has 
had a less severe negative 
impact on activity in the 
second half of 2020 than 
anticipated and the recovery 
is projected to be stronger 
than previously forecast as 
the vaccination drive expands 
around the world. This would 
produce a global growth 
of 5.2 per cent in 2021. 

Source: International Monetary Fund, World Economic Outlook, October 2020. 

Figure 1.2: Real GDP Growth in GCC and Neighbouring Economies (%) 
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1.11 Dubai’s economic growth rate is heavily influenced 

by its exposure to economic conditions within its 
immediate and surrounding geographical region. 

The GCC countries, Iraq and Iran support aggregate demand 
and the national output of Dubai as trading partners through 
Dubai’s export and re-export of merchandise while also gener-
ating income across Dubai’s economic sectors through tourism, 
business travel, insurance and banking and real estate activities. 

1.12 Economic growth among the GCC countries 
contracted as a result of the COVID-19 pandemic and 
also from the collapse in oil prices in March 2020. 

The impact of these dual influences on the UAE is that real GDP 

on the baseline case is predicted to fall by 6.6 per cent before 
rebounding with a growth rate of 1.3 per cent in 2021, according 
to the IMF WEO. Growth in Saudi Arabia is projected to contract 
by 5.4 per cent in 2020 and then recover (3.1 per cent) 
in 2021, (Figure 1.2). 

Global Foreign Direct Investment (FDI) Flows 
1.13 Global FDI in 2020 fell to an estimated amount 

of US$ 859 billion from US$ 1.5 trillion, 42 per 

cent less than in 2019. The global spread of the 

COVID-19 pandemic forced companies to cancel or delay 
existing capital expenditure projects and led to a decline 
in trade and disruptions of the Global Supply Chains. The 
decline in FDI was deeper in developed countries, where 
flows dropped by 69 per cent to an estimated US$ 229 

billion. Although FDI flows to developing economies fell 
to an estimated US$ 616 billion, 12 per cent less than in 

2019, they accounted for 72 per cent of global FDI, 
(Figure 1.3). 

The global FDI outlook for 2021 remains highly uncer-
tain despite a projected recovery of the global economy. 
Uncertainty over the evolution of the COVID-19 pandemic 
and the speed of expansion of the vaccines coverage to 
major FDI recipient economies are a primary concern. 

The UNCTAD expects any increases in global FDI flows for 

2021 may come from cross-border Mergers and Acquisi-
tions (M&A), in particular in technology and healthcare, 
both industries are set to expand taking advantage of low 
interest rates and increasing market values to acquire in 
countries with competing and smaller innovative compa-
nies affected by the health crisis. 

Source: UNCTAD, Investment trends monitor, 24 January 2021 

Figure 1.3: Global and Regional FDI Inflows, 2020 vs 2019 (US$ billion) 
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2. Dubai’s Economy in 2020 

MACROECONOMIC DEVELOPMENTS 

Growth 
2.1 The spread of the COVID-19 pandemic has caused 

great disruption to economic activity in the UAE 
and Dubai. As a regional trade, tourism and 

transportation hub, Dubai has been negatively affected by 
the general ban on international travel and by the disrup 
tion in global supply chains limiting export opportunities. 
In addition, the restrictions imposed by the UAE govern 
ment on public movements including school closures and 
social distancing measures for public health reasons, have 
constrained normal economic activities, travel and tour 
ism, and households’ consumption. The UAE/Dubai’s econ 
omy has been recovering subsequently as a result of the 
quick and decisive measures that the Federal and Dubai 
governments put in place. 

2.2 The Dubai’s economy is expected to contract in 
2020 before it improves in 2021 as COVID 19 
vaccines are made available. According to Dubai 

Statistics Center, Dubai GDP in constant prices contracted 
by 10.8 per cent in the first six months of 2020. This decline, 
was said, is within the expected range of economic contrac 
tion, given the major global economic downturn in the first 
half of the year. Since the Emirate economic activity 
reopened gradually in May, the government of Dubai has 
announced five economic stimulus packages of measures 
to reduce or waive costs of doing business and regulatory 
provisions faced by companies and the private sector to 
overcome the global crisis.  According to Dubai Economy, 
the effective response by the government of Dubai to the 
pandemic has paved the way for a projected growth of 
Dubai constant GDP by 4 per cent in 2021. 
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2.3 The UAE Central Bank forecasts1 the UAE 
constant GDP to contract by 6.0 per cent for the 
full year 2020 while the non-hydrocarbon GDP, 

which is strongly associated with Dubai’s economy, is 
estimated to contract by 5.0 per cent in 2020. As far as 
Dubai’s population is concerned, despite the reduction in 
the economic activity, it has continued to grow but at a 
slower pace, from 3,356,317 in January 2020 to 
3,411,187 by December. 

2.4 Business surveys such as the Purchasing Manag
ers’ Index for Dubai, published on a monthly 
basis, provide an indication of operating condi-

tions and investors sentiments in the private sector econ-
omy. The index suggests that despite the deep fall below 
the 50 mark at the height of the lockdown measures in 
April, it started recovering as Dubai PMI started exceeding 
the 50 mark reflecting business orders and hiring picking 
up in the second half of the year,2 (Figure 2.1). 

Steady Decline in Inflation 
2.5 The general annual rate of price inflation 

measured by the consumer price index with a 2014 
base year in Dubai fell for the second consecutive 

year in 2020, reaching -3.02 per cent as compared to a similar 
fall of 2.98 per cent in 2019, (Figure 2.2). 

2.6 The fall of price inflation in Dubai during 2020 

continues to be attributed in large part to a fall 
in housing, water and electricity costs which 

carries a weight of 43.6 per cent of the overall index based 
on 2014 expenditure estimates. The rate of price decreases 

1  CBUAE, Quarterly Economic Review, Q3 2020. 
2  https://www.markiteconomics.com/Public/Home/PressRelease/1a94777b0390493d90f848604056e4b9 

in this sector was 6.0 per cent in 2019 and 5.77 per cent in 
2020. Inflation also collapsed in Transport falling by 6.52 

per cent in 2020 compared to a deflation of 3.93 per cent 
in 2019. This is due in large part to the restrictions on public 
movements and the shift to working from home by many 
companies in order to reduce the risk of the spread of the 
COVID-19 pandemic. Inflation remained generally subdued 

in the Health and Restaurants and Hotels sectors. 

On the other hand, price inflation of food and beverages 

increased by 3.43 per cent due to the disruption in supply 
chains. Price inflation in education also rose by 1.66 per cent 
during 2020 driven by the increased import prices of books 
and school supplies as result of supply interruptions. The 
government’s decision to reopen schools in the fall 2020 was 
met with the decision to freeze all school tuition and fees in 
support of households affected by the pandemic, (Figure 2.3). 

Source: IHS Markit Dubai PMI 

Figure 2.1: Purchasing Managers’ Index for Dubai Figure 2.2: Dubai General 
Inflation Rate 2018–2020 
(% Year on Year) 

Source: Dubai Statistics Center 

The continuing fall in the rate 
of price inflation in Dubai in 
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Foreign Trade 
2.7 Dubai’s foreign trade has also been affected by 

disruptions to global supply chains and subdued 
regional demand, in 2020. Dubai’s imports are 

estimated to have fallen sharply in value by 18.0 per cent 
in the first half of the year. Re-exports also fell by 27.0 per 
cent while exports recorded a slight increase of 2.0 % 
during the same period, as shown in (Figure 2.4). 

Public Finance 
2.8 The COVID-19 pandemic-induced economic 

downturn in 2020 prompted the government of 
Dubai to provide numerous economic stimulus 

packages to support the local economy. The packages 
included extended exemptions of companies and busi-
nesses affected by the pandemic from payment of govern-
ment fees and levies, cancellation of all fines charged for 
late payment of government services fees, and exemption 
of payments of penalties to renew commercial licenses, to 
name a few. The government estimated the stimulus 
measures provided were worth a cumulative sum of AED 
6.8 billion in 2020. These extraordinary measures created 
pressure on public finance with falling fees, tax and other 
revenues coupled with rising expenses. 

2.9 Given the impact of the pandemic on public 
finances, in September 2020, the government of 
Dubai revised downward the announced reve-

nues at the end of 2019, from AED 63.9 billion to AED 44.2 
billion and decreased the planned public spending from 
AED 66.4 billion to AED 56.2 billion, leaving a deficit of AED 

12 billion instead of the AED 2.5 billion as originally planned. 

At the end of 2020, the Government of Dubai published its 
budget for 2021 and allocated total expenditures of AED 
57.1 billion, a rise of 2 per cent from the revised sum of AED 
56.2 billion. The public revenues were estimated to rise 
also to reach AED 52.3 billion, an annual increase of 18 per 
cent over the revised sum of AED 44.2 billion budgeted 
for 2020, (Figure 2.5). 

2.10 The announced 2021 budget shows Dubai is 
pursuing an expansionary fiscal policy to 
support the health and safety of the community 

as well as investments in infrastructure services in the 
Emirate. This is in addition to achieving government reve-
nues increase, despite the economic incentive measures 
adopted by the government that would reduce some fees 
and freeze the increase in fees, and the decision to not 
impose any new fees without providing a new service. 

Figure 2.3: Annual Inflation Rate by Main Expenditures groups (%) 

Source: Dubai Statistics Center 
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Monetary Policy Response to COVID-19 
2.11 The Central Bank of the UAE has put a number 

of measures in place to support the liquidity of 
banks to promote lending to distressed clients 

experiencing short-term financing difficulties as a result 
of the COVID-19 pandemic. The Central Bank adopted The 
Enhanced Targeted Economic Support Scheme (TESS), a 
stimulus plan, injecting a sum of AED 50 billion made avail-
able to all banks operating in the UAE through collateral-
ized loans at zero cost. Banks seeking access to the zero 

interest funding can use it to grant relief from loan repay-
ments to private sector corporate customers and to retail 
clients for a period of up to 6 months. 

SECTORAL DEVELOPMENTS 

2.12 Dubai’s economy, which is one of the most open 
in the world, has been badly affected by the fall 
in global growth. Some economic sectors that 

are highly exposed to the global economic downturn, such 
as international trade, passenger travel and accommoda-
tion have encountered a collapse in regional and domestic 
demand. The depressing effect of reduced global economic 
activity on Dubai has been compounded by the necessary 

Figure 2.4: Dubai Total Foreign Trade: Change in Value (%) 

Figure 2.5: Dubai Public Expenditures and Revenues AED (billion) 

Source: Dubai Customs data 

Source: Dubai Department of Finance * DOF revised data as of June 30, 2020 ** DOF announced budget on 27 December 2020 
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public health measures undertaken by the government to 
combat the progress of the pandemic in the Emirate. 

2.13 Economic activity in Dubai is allocated in official 
statistics across nineteen separate sectors. In 
2019, seven of these sectors, ranked in order of 

relative size, contributed over three quarters, or 76.8 per 
cent of the total of Dubai’s real GDP. 

These main sectors, measured in terms of their contribu-
tion to GDP at constant prices, ranked by size were: Whole-
sale and Retail trade, 26.6 per cent; Transport and Storage, 
12.8 per cent; Financial Services and Insurance activities, 9.9 
per cent; Manufacturing, 8.9 per cent; Real Estate activities, 
7.2 per cent; Construction, 6.3 per cent and Accommodation 
and Food (largely related to tourism), 5.1 per cent. The final 
group of other economic activities, accounting for 23.2 per 
cent of GDP in 2019, is dominated by five sectors.3 

3 Public administration, defence and social security, 5.0 per cent; Infor-
mation and communications, 4.1 per cent, Professional, scientific and 
technical activities, 3.7 per cent; Administrative and support service 
activities, 3.0 per cent and Electricity, gas and water supply and waste 
management activities, 2.6 per cent. 
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2.14 According to DED projections for Dubai 
economic activity by sector, accommodation 
and Food services which have been mostly 

affected are expected to contract at -20 per cent in 2020, 
followed by the transport and storage sector (-11. Per cent), 
and the Wholesale and Retail trade sector (-9.0 per cent). 
DED estimates the Emirate’s constant GDP to contract by 
6.2 per cent for the whole year 2020, (Figure 2.6). 

2.15 The COVID-19 pandemic impact by sector 
reveals the ability to shift workflows online as 
having differential effects among sectors, 

between companies and on the ability of employees to 
keep working. A survey conducted by software and 
network company Ciena4 in May 2020 covering 500 UAE 
adults found that 85 per cent of workers were working 
from home at least some of the time, up from 2 per cent 
before COVID-19 lockdown measures took effect. More-
over, according to the World Economic Forum’s Future 
Jobs Report 2020, a survey of companies in the UAE during 
the COVID-19 found that 89.6 per cent of surveyed compa-
nies were ready to provide their employees more oppor-
tunities for working from home, slightly above the 83 per 
cent average for global businesses. 

Gauging Short-term Impact 
2.16 Preliminary assessment of the impact of the 

COVID-19 pandemic on Dubai’s economic 
sectors can be carried out further, in terms of 

rating them as High Exposure, Moderate Exposure and 
Low Exposure. This exercise has been applied for the ten 
largest sectors measured in terms of their contribution to 

4  https://media.ciena.com/documents/2020_06_24_Internet+Impact+Survey+-+Release+-+Middle+East+(ENGLISH)+-+FINAL.pdf 

GDP, the number of employees and share of the total 
workforce. The assessment is based on the severity and 
duration of the restrictions put in place (lockdowns in 
March and April 2020, re-opening restrictions, potential 
layoffs and financial costs such as mandatory expenses 
to maintain workforce).  In total, the short-term negative 
impact of the lockdown on Dubai’s economy aggregating 
sectors at High and Medium Exposure to the restrictions 
could be affecting just under half of all employees in the 
Emirate and around 53 per cent of its GDP, (Figure 2.7). 

High Exposure 
2.17 Two sectors are categorised as being most 

exposed as the pandemic causing disruptions to 
their associated activities evolve: Wholesale and 

Retail, Accommodation and Food Service activities. Based 
on data for 2019, these two sectors being the most 
contact-intensive with high exposure to the pandemic 
accounted for 849,942 employees, 28.5 per cent of the total 
workforce and 31.7 per cent of GDP. 

Moderate Exposure 
2.18 Transport and Logistics and Manufacturing are 

classified as having had a Moderate Exposure to 

the pandemic and its impact. The two Dubai’s 
based airlines Emirates and flydubai suspended all flights 
on March 26th and services did not resume at Dubai Inter-
national (DXB) until May 21st, 2020. The Dubai Metro was 
suspended but free bus transport and a 50 per cent 
discount on taxi rides was implemented during the lock-
down. Among factories, government guidelines protocols 
for work shifts, remote working for managerial staff, work-

Figure 2.6: Projected 2020 Growth Rates of Main Sectors in Dubai’s Economy (%) 

Source: Dubai Economic Department, Staff estimates (December 2020). 
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ing labour accommodation to be disinfected regularly by 
third party companies and social distancing requirement, 
all have reduced production capacity during 2020. These 
two sectors account for 579,890 employees, 19.6 per cent 
of the total workforce and a further 21.7 per cent of GDP. 

Low Exposure 
2.19 Five sectors, out of the ten largest, were classi-

fied with Low Exposure: Construction, Financial 
and Insurance services, Real Estate, Public 

Administration and Defence and Professional, Scientific 

and Technical activities. These sectors are classified as low 

risk based on their policies allowing more employees to 
work flexibly or offsite. In addition, many associated activ
ities to these sectors have accelerated the digitization of 
work processes and automation of tasks5 in response 
to COVID-19 pandemic. 

In the case of Construction, most activities were allowed 
to continue on projects, subject to obtaining a permit from 
Dubai Municipality and the Permanent Committee for 
Labour Affairs. These low exposed sectors include a total 
of 936,397 employees, 31.6 per cent of the workforce and 
32.1 per cent of Dubai’s GDP. Moreover, these sectors, apart 
from Construction, have high levels of labour productivity, 
which will help mitigate the short-term economic damage 
from the pandemic shock. 

Positively impacted Sectors 
2.20 On the positive side, there is one sector, the 

Information Technology and Communications 
sector (ICT), which is experiencing a rapid expan-

sion across the world as a result of the adoption of IT inten-
sive working patterns by many sectors of the economy. 
This phenomenon has accelerated the digital economy 
and mitigated the economic effect of the pandemic. A 
similar acceleration of digitization in Dubai economy will 
promote the technological, economic and behavioural 
changes that were anticipated in Dubai’s plans to 
create a Smart City. 

2.21 Another positive factor is that rapid growth of 
online sales and e-commerce volumes and prac-
tices have accelerated during the pandemic and 

expected to continue in the post-COVID-19 crisis. The 
growth of e-commerce has the potential to increase 
competition within retail markets, to greatly enhance 
consumer choice, and to prompt and facilitate innovation 
in product distribution. 

5  World Economic Forum, The Future of Jobs Report, 2020. 

Figure 2.7: Dubai Sector Exposure to COVID-19 
Impact: (Employees) and GDP share (%) 

Source: Constructed from Dubai Statistics Center’s data 

Employees 
(Thousands) 

% of GDP 

Wholesale 
and retail 
trade 

26.6% 614 

Transport 
and logistics 12.8% 317 

Financial 
Services and 
insurance 

9.9% 46 

Manufacturing 8.9% 263 

Real Estate 7.2% 39 

Construction 6.3% 645 

Accommodation 
and Food 5.1% 232 

Public 
administration 
and defence 

5.0% 102 

Information and 
Communication 4.1% 40 

Professional, 
Scientific and 
Technical 

3.7% 105
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3. Dubai 2021 Economic Outlook 

3.1 The global economy which has been hit hard by 
the pandemic affected the region and the UAE 
economy. Economic activity has contracted with 

GDP declining substantially in both developed and devel 
oping countries. The IMF’s revised projections predicts the 
pandemic will cause a contraction in the global growth by 
4.4 per cent in 2020 and a rebound by 5.2 per cent in 2021 

as vaccines would be widely distributed around the regions, 
in addition to continued and supportive fiscal and mone 

tary policies by governments. Growth would rise by 3.9 per 
cent in advanced economies and 6.0 per cent in Emerging 
and developing economies in 2021. In the latter group of 
economies, the overall growth will be led by China which 
is expected to grow by about 8.2 per cent in 2021. 

3.2 Dubai’s economic growth rate also is heavily 
influenced by its exposure to economic condi 
tions within its immediate and surrounding 

geographical region. The GCC countries, Iraq and Iran 
support aggregate demand and national output of Dubai 
as trading partners through Dubai’s export and re export 
of merchandise goods while also generating income across 
Dubai’s economic sectors through tourism, business travel, 
insurance and banking and real estate activities. Saudi 
Arabia, the largest economy in the region and a major trad 
ing partner to Dubai, is expected to achieve economic 
growth of 3.1 per cent in 2021, boosted by expected recov 
ery of oil prices averaging US$ 49/b in 2021 up from an 

expected average of US$ 43/b in the 4th quarter of 2020.6 

6  Source: US Energy Information Administration – Short-term Energy Outlook, 8 December 2020. 
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3.3 Dubai’s economy has already fared well before 
the pandemic and achieved a real growth rate 
of 2.2 per cent in 2019 despite a trade war 

between the two major economies (the US and China) and 
relatively sluggish external demand in the Emirate’s main 
trading partners. As for the pandemic, the shock has been 
very different across regions. Slowly roadblocks to growth 
are being cleared starting with better domestic and 
regional mobility of people and optimistic business 
sentiments. 

The best example is the hosting of the 40th edition of 
GITEX Technology Week, a highly in-person event in 
Dubai that took place in December 2020. Welcoming 
more than 1,200 exhibitors including 300 startups – from 
60 countries around the world, Dubai showed great 
resilience to the pandemic that has brought the world 
economy to a near halt. 

3.4 Dubai’s recovery has become clearer through 
the evidence of a number of indicators, namely, 
the growth rate of the UAE non-oil GDP (which 

is closely associated with the Dubai real GDP growth) which 
is projected to rebound to 3.6 per cent in 2021, according to 
the Central Bank. Moreover, PMI, a frequent confidence 

indicator, has shown a gradual improvement in sentiment 
and activity. More broadly, an expected improvement in 
economic growth in the US, EU, China and other main econ-
omies of neighbouring countries should spur exports and 
re-exports growth in 2021. 

3.5 Furthermore, the international mobility of 
people led by international travels and tourism 
is expected to start to normalize during the 

second half of 2021 as vaccines are being deployed and 
their coverage of the population is expanded. Dubai, for 
instance, aims to inoculate 70 per cent of the population 
by the end of 2021, well on its way to achieve widespread 
COVID-19 immunity. That means that meaningful recovery 
of sectors related to tourism such as retail will take place. 
As the administration process of the vaccine hopefully 
achieves its target, Dubai will be ready to host Expo 2020, 
by October 2021, and the economy is expected to turn the 
tide of the global pandemic control throughout the year. 

3.6 The challenges of COVID-19 pandemic have facil-
itated progress of government efforts in pursu-
ing reforms to further diversify the economy. 

The amendments of the Commercial Companies’ Law and 
the revocation of the FDI law which limited foreign owner-
ship, will give a major boost to portfolio investment inflows 

and to FDI to return and even increase next year, with more 
sectors to grow, especially manufacturing goods. 

3.7 Not least, monetary and fiscal policies will 
continue to play a supportive role to the busi-
ness sector, especially SMEs. In this regard, the 

Central Bank recent decision to extend the quantitative 

easing program (TESS) until June 2021 will help 10,000 of 
the benefitting SMEs to have more time to restructure 

their business under this financial moratorium. As far as 

the US dollar against major currencies, currently weaker 
US dollar to which the UAE Dirham is pegged will offer 
some relief to the extended deflationary pressures on the 

UAE and Dubai CPI through higher import prices of food 
and other goods. 

Dubai’s recovery has become 
clearer through the evidence 
of a number of indicators, for 
instance, the growth rate of 
the UAE non-oil GDP (which 
is closely associated with the 
Dubai real GDP growth) which 
is projected to rebound to 3.6 
per cent in 2021, according 
to the UAE Central Bank. 
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4. Recent Policy Changes to Support 
Higher and Sustained Growth 

OVERVIEW 

4.1 As Dubai’s economy advances its recovery from 
the COVID-19 pandemic, economic support for 
the business community and changes in regu 

latory landscape were introduced by the government 
which are likely to accelerate diversification and support 
higher sustainable and more inclusive growth. This report 
highlights three significant initiatives that are likely to 

shape growth in the main sectors of Dubai’s economy in 
2021 and beyond, namely: (1) Government support to SMEs; 
(2) Amendments to the Commercial Companies’ Law, and 
(3) Extension of Golden Residency Visa to Foreign Skilled 
Labour and Top Graduates. 

4.2 Elsewhere, as countries reopen and roll out 
support for the recovery, sustaining economic 
activity in the post-pandemic world is also 

important and will need to be geared towards the new 
reality and build resilience. Dubai has made stride by 

adopting policies that promote investment and employ 
ment to strengthen the recovery and make it more sustain 
able. The following policy changes highlight the new 
normal that Dubai and the UAE is pursuing to strengthen 
the road for sustainable and inclusive growth and to 
build a better future. 

4.3 The impact of the COVID-19 pandemic and the 
associated lockdowns of economic activity 
caused disproportionate harm for Small and 

Medium Sized Enterprises (SMEs). The OECD7 has warned 
that the vulnerability of SMEs to the supply and demand 
shocks caused by supressed trading in response to the 
pandemic will challenge their liquidity positions causing 
severe cash flow problems. According to the OECD, there 
is a serious risk that over 50 per cent of SMEs will not 
survive the coming months.This will have negative second 
ary effects on economic growth, employment and entre 
preneurial activity and on the financial system as the 

number of non-performing loans rises. 

7  OECD Centre for Entrepreneurship, SMEs, Regions and Cities https://read.oecd-ilibrary.org/view/?ref=119_119680-di6h3qgi4x&title=Covid-19_SME_ 
Policy_Responses 
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POLICY FOCUS 1 - GOVERNMENT 
RELIEF ASSISTANCE TO SMEs 

4.4 SMEs are a key part of the economic fabric of the 
UAE and of Dubai. It has been estimated that 
SMEs account for more than 99 per cent of the 

establishments operating in Dubai and that they employ 
in excess of 51 per cent of total Dubai’s workforce while 
contributing around 47 per cent of the Emirate’s GDP8. 

4.5 The health crisis caused by the spread of the 
pandemic has hit hard SMEs particularly in sectors 
such as restaurants, hotels and arts and entertain-

ment. SMEs in the UAE encountered increased liquidity and 
insolvency risks because of reduced demand for their goods 
and services pushing them to lose jobs and accrue debt. Such 
dire situation called for further government support. 

SMEs and Liquidity Risks 
4.6 Even in normal economic times, SMEs face obsta-

cles in accessing capital particularly short-term 
bank funding and their ability to cope with 

payment disruptions is far more limited than for larger 
firms. Research by JP Morgan Chase in the US suggests that 
50 per cent of small businesses are operating with fewer 
than 15 days liquidity in terms of a cash cushion for unan-
ticipated events9. The containment measures in force in 
response to the continuing COVID-19 pandemic increases 
the risk that otherwise solvent SMEs could go bankrupt 
because of liquidity issues. 

4.7 Dubai-based Creation Business Consultants10 has 
warned that the “biggest challenge facing SMEs 
with regards to cash management during the 

COVID-19 crisis is without a doubt planning” and that cash 
flow issues could result in a “clearing out” of the small and 
medium-sized business marketplace in the UAE. This needs 
to be countered by the provision of adequate liquidity in the 
financial system to allow banks to assist otherwise solvent 
companies not to go bankrupt as a result of cash-flow prob
lems caused by the enforcement of containment measures 
and the recovery restrictions. 

Dubai Government’s AED 6.8 billion 
Stimulus Packages 
4.8 In response to the COVID-19 pandemic the 

government of Dubai implemented four 
economic stimulus packages during 2020 to 

support the local economy. The packages included 
extended exemptions of companies and businesses 

8 Dubai SME Report “The State of Small & Medium Enterprises (SMEs) in Dubai” 2019 
9 https://institute.jpmorganchase.com/institute/research/small-business/small-business-cash-liquidity-in-25-metro-areas 
10 https://www.arabianbusiness.com/banking-finance/433197-how-dubai-aims-to-improve-funding-for-vital-sme-sector 

affected by the pandemic from payments of government 
fees and levies, cancellation of all fines charged for late 

payment of government services fees, and exemption of 
payments of penalties to renew commercial licenses, to 
name a few. The government’s estimated the stimulus 
measures provided for the business community are worth 
a cumulative AED 6.8 billion until the end of 2020. 

Dubai Economy (DED) has cancelled the 25 per cent down 
payment required from local businesses for request-
ing instalment-based payment of government fees and 
commercial licenses can now be renewed without manda-
tory renewal of lease contracts. A number of fee reduction 
measures to help SMEs have also been put in place by 
government bodies such as Dubai Customs, Dubai Free 
Zones Council, the Dubai Silicon Oasis Authority and DEWA. 

Dubai SME Initiatives to Support SMEs & 
Entrepreneurs 
4.9 Dubai SME, the SME development agency of 

Dubai Economy (DED), has rolled out a series of 
initiatives in 2020 to support Start Ups and entre-

preneurs in Dubai to sustain their businesses during the 
COVID-19 challenging period. First, Dubai SME extended 
financing access from The Mohammed Bin Rashid Fund to 
support small and medium businesses, in addition to 
launching a loan guarantee program. A total amount of AED 
43.3 million of financing was reached benefiting 368 SMEs. 

A package of measures 
to reduce or waive costs 
and regulatory provisions 
faced by Dubai SMEs during 
the containment period 
has been decided by the 
Government of Dubai. A 
total amount of AED 6.8bn of 
economic stimulus packages 
was provided in 2020. 
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Dubai SME also facilitated the allocation of purchas-
ing contracts by various Dubai government entities 
to be offered to SMEs and the total value of facilitated 
contracts reached to AED 820 Million. Moreover, Dubai 
SME submitted a policy proposal at Dubai Government 
level to increase the proportion of allocation of public 
procurement contracts to SMEs from 10 per cent to 20 per 
cent, and to shortening the payment duration of completed 
jobs by contracted SMEs to a maximum period of 10 days. 

Federal Government Policy Responses 
4.10 At the Federal government level, the Central 

Bank of the UAE (CBUAE) adopted The Targeted 
Economic Support Scheme (TESS), which 

includes a number of measures to support the liquidity of 
banks to promote lending to distressed clients experienc-
ing short-term financing difficulties as a result of the 

pandemic. A sum of AED 50 billion has been made avail-
able to all banks operating in the UAE through collateral-
ized loans at zero cost. Banks seeking access to the zero 

interest funding can use it to grant deferral relief from loan 
repayments to private sector corporates, SMEs and indi-
viduals affected by COVID-19, for an initial period of 6 
months up to 31st December 2020. This period was recently 
extended for a period up to 30 June 202111. 

4.11 CBUAE has also reduced the capital that banks 
need to hold for their loans to SMEs from 40 per 
cent to 25 per cent as a way to promote lending 

11 https://www.centralbank.ae/sites/default/files/2020-11/CBUAE%20extends%20TESS%20to%20support%20retail%20and%20corporate%20bank 
ing%20customers%20and%20accelerate%20the%20UAE%20economic%20recovery%20from%20COVID-19%20repercussion%20-English.pdf 

in the sector. To encourage SMEs to use their services, 
banks are now allowed to open accounts for SME custom-
ers within a maximum timeframe of two days, provided 
acceptable documentation is in place and that the risk is 
acceptable in view of the mandatory Anti-Money Launder-
ing (AML) and Counter Terrorism Funding (CTF) obligations. 

Expected Impact from the Loan Deferral 
Program and other Deferral Payments 
4.12 CBUAE reported that the TESS loan deferral 

program benefitted nearly 10,000 Small and 

medium sized enterprises as of July 2020. The 
SMEs in financial distress have also required debt relief 
and temporary respite from paying regular fixed overheads 

such as rent and fees to other trade debtors. It is expected 
that the recent extension of the moratorium on bank debt 
repayments for SMEs until 30 June 2021 will allow more 
time needed for an orderly restructuring of businesses and 
realignment of investments towards productive activities. 

Other Federal Government Measures 
4.13 The UAE Ministry of Human Resources and 

Emiratisation has postponed the collection of 
administrative fines for 6 months, which can be 

extended, reduced work permit fees for companies with 
registered employment of 1 to 6 workers and returned half 
of bank guarantees to facilities which is estimated at AED 
3,000 per worker. The Ministry of Economy has reduced 
the fees of 94 services provided by a total of AED 113 
million in 2020. The Federal Tax Authority has also 
extended to May 28th, 2020 deadline of submitting VAT 
returns and the payment of due tax for the tax period 
ended March 31st, 2020. 

POLICY FOCUS 2 – AMENDMENTS 
TO THE COMMERCIAL COMPANIES’ 
LAW: FURTHER LIBERALIZATION OF 
RESTRICTIONS ON FDI TO ACCELERATE 
DIVERSIFICATION EFFORTS 

4.14 Dubai’s success in attracting foreign direct 
investment lies in its business-friendly environ-
ment, world class infrastructure and home of 

the most fast growing startups in the Middle East. Given 
the negative impact of the spread of COVID-19 pandemic 
on the global FDI inflows, which has led to declining trade 
and disruptions of Global Supply Chains, Dubai introduced 
imminent reform measures to leverage on its position as 
hub for trade as global value chains came under pressure. 
Recently, the UAE/Dubai introduced amendments to the 

The Central Bank of the UAE 
has put a number of measures 
in place to support the 
liquidity of banks to promote 
lending to distressed SMEs 
experiencing short-term 
financing difficulties as a result 
of the COVID-19 pandemic. 
Nearly 10,000 SMEs benefitted 
from the program, so far. 
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2015 Commercial Companies’ Law to improve corporate 
governance and further liberalize restrictions on foreign 
ownership to stimulate inward investment. The new 
measures are designed to reduce costs for companies and 
attract foreign entrepreneurs whose interests are often 
diverted by regulations requiring they enter into a partner-
ship with Emiratis handing 51 per cent of their business in 
order to operate in the UAE. 

4.15 There is much empirical evidence that economic 
diversification, accompanied by openness to 

foreign trade and investment, has a significant 
positive impact on economic growth and living standards. 
Diversification improves the allocation of resources across 

sectors making an economy less susceptible to asymmet-
ric shocks. When diversification is accompanied by poli
cies that promote foreign direct investment inflows, it can 

support further access to foreign markets, bring better 
management practices and technical know-how into the 
domestic economy. FDI inflows also create jobs and 
enhance workforce skills raising a country’s human capital 
stock and factor productivity. Overall, the recent amend-
ments to the Commercial Companies’ Law are expected 
to further improve the ease of doing business in the Emirate. 

4.16 Furthermore, the new set of rules for company 
ownership allowing nationals from any country 
to own 100 per cent of business will provide 

impetus to Dubai Industrial Strategy 2030 (DIS 2030) 
pursued since 2017. The DIS 2030 sets out an industrial vision 
for Dubai to become a global platform for knowledge-based 
and innovative industries based on five strategic objectives: 
to be a growth engine; to be innovation-based; to be a home 
for global businesses; to be environmentally sustainable 
supporting the green economy; and to adopt Islamic stan-
dards to manufacture “Halal” products in order for Dubai to 
become the capital of the Islamic economy. 

4.17 Overall Dubai’s new regulations which provide 
all investors (local and foreign) with fair and 
equitable treatment, that the rule of law is 

enforced, and that dispute settlement mechanisms and 
good corporate governance practices are in place will be 
highly conducive to investment climate. Additionally, 
world class infrastructure and further incentive policies to 
attract highly skilled labor through the recent extension 
of granting the Golden residence visa for long stay in the 
country will support Dubai’s aim at becoming a top FDI 
destination and support its transition to a knowledge-
based economy. 

12 IMF (2018). “Trade and Foreign Investment – Keys to Diversification and Growth in the GCC” 
13 European Investment Bank (2020). “Impact of FDI on economic growth.” https://www.eib.org/attachments/efs/economics_working_paper_2020_02_en.pdf 

4.18 The IMF estimated the impact of further liberal-
ization of restrictions on FDI (such as those 
recently pursued by the UAE) and improvement 

in education quality in the GCC countries could lead to 
growth gains varying from 0.1 to 0.5 per cent of non-oil 
real per capita GDP.12 

A recent study by the European Investment Bank of 111 
countries from 1980 of the impact of FDI mediated by insti-
tutional quality found that the absorptive capacity of a 
country matters in channeling FDI effects. The impact of 
FDI within low, medium and high income country groups 
show that countries with better-developed institutions 
relative to their income group peers demonstrate a posi-
tive impact of FDI on growth.13 

4.19 Noteworthy is the case of Singapore to emulate, 
a success story of being consistently ranked 
among the top by the World Bank’s “Doing Busi

ness” reports and the World Economic Forum’s “Global 
Competitiveness Report.” In 2000s, Singapore shifted its FDI 
incentive policies to promote knowledge-based industries, 
with emphasis on innovation, research and development. 
As result, Singapore whose FDI stock is three times the value 
of its GDP succeeded in changing the composition of its FDI 
stocks towards higher-value added and knowledge-based 
sectors, such as in pharmaceuticals and biotechnology, 
professional, scientific and technical activities. Moreover 
the share of manufacturing fell from 41 per cent of the total 
FDI stock in 1990 to 13 per cent in 2016 (IMF, 2018), (Figure 3.1). 

When diversification is 
accompanied by policies 
that promote foreign direct 
investment inflows, it can 
support further access to 
foreign markets, bring better 
management practices and 
technical know-how to 
the domestic economy. 
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Figure 3.1: Composition of FDI Stock in Dubai and Singapore 

Source: Dubai Statistics Center Source: IMF (2018). 
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POLICY FOCUS 3 – EXTENSION 
OF GOLDEN RESIDENCY TO 
FOREIGN SKILLED LABOR AND TOP 
GRADUATES: A QUANTUM LEAP TO 
RAISE DUBAI’S STOCK OF HUMAN 
CAPITAL 

4.20 The Emirate’s success, today and in the future, 
depends on the talented contributions of its 
stock of human capital. The Emirate continues 

to review and renew its policies and procedures to both 
develop the skills of its citizens and to create an environ-
ment that will act as a magnet for talent for the world’s 
leading minds, researchers and innovators.. 

4.21 In a recent initiative, the UAE expanded eligibility 
for Golden Residency visas, a system which 
grants 10-year residency to foreign resident 

professionals and skilled workers as well as to top High 
school graduates, to be implemented as early as December 
2020. The decision reflects the UAE leadership vision of 
creating an attractive work environment in the pursuance 
of further diversification to support sustainable 
growth and development. 

4.22 The new categories of long-term residents 
include individuals with distinguished skills and 
experiences, namely, Ph.D. holders, physicians, 

and engineers in the fields of computer engineering, elec

Dubai’s success today and in 
the future, depends on the 
talented contributions of 
its stock of human capital 
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tronics, programming, electricity and biotechnology as 
well as graduates from UAE accredited universities who 
scored Grade Point Average (GPA) of 3.8 and above. The 
Golden Visa will also be granted to holders of specialized 
degrees in artificial intelligence, big data, or epidemiology 

and virology in addition to top graduate residents from UAE 
high schools along with their families. 

4.23 The emphasis on the attraction and retention of 
talent demonstrates that Dubai has made a 
great effort to raise its stock of human capital 

defined by the Organization for Economic Co-operation 

and Development (OECD) as the knowledge, skills, compe-
tencies and attributes embodied in individuals. Human 
capital is acquired both through formal learning recognised 
in school and university certificates, but also by accumu
lation of knowledge through work experience. 

Although difficult to measure, most economists attribute 
economic growth to the accumulation of both types of 
human capital by means of productivity gains as long as 
the enabling institutional environment is beneficial.14 

4.24 In terms of education achievement, the human 
capital embedded in Dubai’s population is high 
with only a very small illiterate (unable to read or 

14  https://www.oecd-ilibrary.org/development/human-capital-and-growth_372502181227 
15  Vargas-Silva, C., & Huang, P. (2006). Macroeconomic determinants of workers’ remittances: Host versus home country’s economic conditions. Jour-

nal of International Trade & Economic Development, 15(1), 81-99; Alkhathlan, K.A. (2013). The nexus between remittance outflows and growth: A 
study of Saudi Arabia. Economic Modelling, 33, 695-700. 

write) percentage of the population. According to the Dubai 
Statistics Centre (DSC). About 31 per cent of Dubai’s male 
population have a university degree, and 50 per cent of the 
male population have a high school diploma. Population 
increases in Dubai have been accompanied by an increase in 
the number of individuals holding academic qualifications. 
The percentage of individuals holding university undergrad-
uate and postgraduate degrees has increased from 17 per cent 
of Dubai’s population in 2000 to 36 per cent in 2018. (Figure 3.2). 

4.25 Recent studies showed foreign worker’s remit-
tances outflow depends on the duration of the 
planned stay of the migrants in the host country. 

If foreign workers stay temporarily, then they tend to remit 
more money to their home country than when they plan 
to stay for a longer period.15 Moreover, consumption and 
investment behavior of expatriates depends on their 
expectations for the duration of their stay in the host coun-
try. If individuals and their dependents expect to stay for 
longer time, their spending will increase and cash transfers 
abroad will decrease, thus boosting local aggregate 
demand in Dubai and the UAE as a whole — thus stimu-
lating economic growth. 

Figure 3.2: Population by educational status and gender 
(2018) 

Source: Dubai Statistics Center 
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If expatriates and their 
dependents expect to stay for 
longer-time, their spending 
pattern will change, boosting 
local aggregate demand and 
stimulating economic growth 
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V I S I O N  M I S S I O N  
Dubai to Become a pivotal hub Develop, regulate and promote the 
in the global economy sustainable growth of Dubai’s economy 

The Department of Economic Development 
(DED) is the government body entrusted to set 
and drive the economic agenda of the emirate 
of Dubai, UAE. The DED supports the structural 
transformation of Dubai into a diversified, 
innovative service-based economy that aims 
to improve the business environment and 
accelerate productivity growth. 

The DED and its agencies develop economic 
plans and policies, identify and support the 
growth of strategic sectors, and provide 
services to domestic and international 
investors and businesses. 

The Department of Economic Development 
13223 Dubai 
United Arab Emirates 
 +971 4 4455555 
 +971 4 4455554 
 info@dubaided.gov.ae 
 http://www.dubaided.ae 
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	Foreword 
	Dubai Economy is pleased to present “Dubai 2021: Future Economy Prospects,” which highlights recent macroeconomic and sector developments in Dubai’s economy and the 
	potential impact of government policy measures and initiatives to fight a devastating 
	global pandemic; and to prepare for a lasting recovery. 
	The key message of this report is that Dubai’s responses with swift and effective health measures and economic support and initiatives to tackle the COVID-19 pandemic, which protected lives and livelihoods, have succeeded paving the way for Dubai to be one of the 
	very first cities to gradually reopen its markets and businesses fully. 
	The report also shows that the stimulus packages that the government has put in place including lowered fees and rent reliefs that directly supported the SMEs and the business community at large are yielding results with the economic recovery gaining traction across many sectors, which is expected to continue. In addition, the government’s proactive policy initiatives such as the amendments introduced to the Commercial Companies’ Law removing restrictions on foreign ownership and FDI as well as the extensio
	diversification and support higher sustainable and more inclusive growth. 
	Dubai welcomes 2021 with a brighter economic outlook as the pace of recovery picked up in the UAE and globally thanks to the rollout of the vaccines to combat COVID-19. Critically, it will enable a faster recovery in international travels and the mobility of people will take place which is particularly timely for Dubai to showcase its achievements to the world as it hosts Expo 2020, a global event celebrating innovation, promoting both technical and social progress and facilitating international business co
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	1.1 The dominant global issue in 2020 is the novel coronavirus (COVID 19) pandemic and the nega tive impact the health crisis is having on global 
	Figure

	economic activity and on the economies of individual nations. Dubai, as a highly open economy to international 
	trade and capital flows, with cross-border movement of 
	expatriate labour and tourism, is particularly susceptible to external shocks such as the Great Financial Crisis (GFC) of 2008-09. Most national authorities agree that the short-term and longer-term negative global impact of the COVID19 crisis on economic activity could exceed that produced by the GFC. In the case of Dubai, swift actions by the Federal and local government putting in place economic support and regulatory changes to ease burdens on the business community helped avert large setbacks to the ec
	-

	initiatives and availability of finance are expected to speed 
	the economic recovery in the Emirate and the UAE in 2020 and the following year. 
	COVID-19: Major Challenge to Global Economy 
	COVID-19: Major Challenge to Global Economy 
	COVID-19: Major Challenge to Global Economy 
	1.2 Looking ahead, the pace of recovery scenario in 2021 is largely dependent on the vaccination efforts across the world and on improved treat 
	Figure

	ments to tackle new variants of the COVID 19 pandemic. As for the UAE, vaccination of the population has already started rolling out and Dubai in particular aims to inoculate 70 per cent of the population by the end of 2021, well on its way to achieve widespread COVID 19 immunity. Such development is expected to normalize international travel in and out of Dubai which will impact the ability of the economy to make a sustained recovery. Dubai will be then ready to host Expo 2020, expected to start in October
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	2. Dubai’s Economy in 2020 
	by 10.8 per cent in the first six months of 2020. This decline, 
	by 10.8 per cent in the first six months of 2020. This decline, 
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	2.1 The spread of the COVID-19 pandemic has caused great disruption to economic activity in the UAE and Dubai. As a regional trade, tourism and 
	Figure

	transportation hub, Dubai has been negatively affected by the general ban on international travel and by the disrup tion in global supply chains limiting export opportunities. In addition, the restrictions imposed by the UAE govern ment on public movements including school closures and social distancing measures for public health reasons, have constrained normal economic activities, travel and tour ism, and households’ consumption. The UAE/Dubai’s econ omy has been recovering subsequently as a result of the
	2.2 The Dubai’s economy is expected to contract in 2020 before it improves in 2021 as COVID 19 vaccines are made available. According to Dubai 
	2.2 The Dubai’s economy is expected to contract in 2020 before it improves in 2021 as COVID 19 vaccines are made available. According to Dubai 
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	Statistics Center, Dubai GDP in constant prices contracted 
	was said, is within the expected range of economic contrac 
	tion, given the major global economic downturn in the first 
	half of the year. Since the Emirate economic activity reopened gradually in May, the government of Dubai has 
	announced five economic stimulus packages of measures 
	to reduce or waive costs of doing business and regulatory provisions faced by companies and the private sector to overcome the global crisis.  According to Dubai Economy, the effective response by the government of Dubai to the pandemic has paved the way for a projected growth of Dubai constant GDP by 4 per cent in 2021. 
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	3.1 The global economy which has been hit hard by the pandemic affected the region and the UAE economy. Economic activity has contracted with 
	Figure

	GDP declining substantially in both developed and devel oping countries. The IMF’s revised projections predicts the pandemic will cause a contraction in the global growth by 
	4.4 per cent in 2020 and a rebound by 5.2 per cent in 2021 as vaccines would be widely distributed around the regions, in addition to continued and supportive fiscal and mone tary policies by governments. Growth would rise by 3.9 per cent in advanced economies and 6.0 per cent in Emerging and developing economies in 2021. In the latter group of economies, the overall growth will be led by China which is expected to grow by about 8.2 per cent in 2021. 
	3.2 Dubai’s economic growth rate also is heavily 
	3.2 Dubai’s economic growth rate also is heavily 
	Figure

	influenced by its exposure to economic condi 
	tions within its immediate and surrounding geographical region. The GCC countries, Iraq and Iran support aggregate demand and national output of Dubai as trading partners through Dubai’s export and re export of merchandise goods while also generating income across Dubai’s economic sectors through tourism, business travel, insurance and banking and real estate activities. Saudi Arabia, the largest economy in the region and a major trad ing partner to Dubai, is expected to achieve economic growth of 3.1 per c
	th
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	6 Source: US Energy Information Administration – Short-term Energy Outlook, 8 December 2020. 
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	4.1 As Dubai’s economy advances its recovery from the COVID-19 pandemic, economic support for the business community and changes in regu 
	Figure

	latory landscape were introduced by the government 
	which are likely to accelerate diversification and support 
	higher sustainable and more inclusive growth. This report 
	highlights three significant initiatives that are likely to 
	shape growth in the main sectors of Dubai’s economy in 2021 and beyond, namely: (1) Government support to SMEs; 
	(2)
	(2)
	(2)
	 Amendments to the Commercial Companies’ Law, and 

	(3)
	(3)
	 Extension of Golden Residency Visa to Foreign Skilled Labour and Top Graduates. 


	4.2 
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	Elsewhere, as countries reopen and roll out 
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	support for the recovery, sustaining economic 
	activity in the post-pandemic world is also important and will need to be geared towards the new reality and build resilience. Dubai has made stride by 
	activity in the post-pandemic world is also important and will need to be geared towards the new reality and build resilience. Dubai has made stride by 
	adopting policies that promote investment and employ ment to strengthen the recovery and make it more sustain able. The following policy changes highlight the new normal that Dubai and the UAE is pursuing to strengthen the road for sustainable and inclusive growth and to build a better future. 

	4.3 The impact of the COVID-19 pandemic and the associated lockdowns of economic activity caused disproportionate harm for Small and 
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	Medium Sized Enterprises (SMEs). The OECD has warned that the vulnerability of SMEs to the supply and demand shocks caused by supressed trading in response to the pandemic will challenge their liquidity positions causing 
	7

	severe cash flow problems. According to the OECD, there 
	is a serious risk that over 50 per cent of SMEs will not survive the coming months.This will have negative second ary effects on economic growth, employment and entre 
	preneurial activity and on the financial system as the 
	number of non-performing loans rises. 
	7
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