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Trade plays a vital role in the UAE economy

Trade in goods and services is often credited with being
an engine of global growth, with most cross-country
studies identifying a statistically significant positive link
between the two. The World Bank suggests that trade
has increased global incomes by 24% since the 1990s.

Trade drives growth by increasing the size of markets
available to domestic firms to sell into, as well as
exposing
competition. Heightened levels of competition should in

these firms to increased international
turn increase innovation, productivity and domestic
firms’ exposure to new technologies. High levels of trade
can furthermore encourage inflows of FDI, as sufficient
demand may make it efficient to set up additional

production facilities in the importing country.
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1 Charts and figures make use of bilateral SICT category data
from the UNCTAD trade database.
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Trade has undoubtedly played an increasingly important
role in the UAE economy over the course of the past two
decades. In absolute terms the UAE has experienced a
sharp rise in the value of both merchandise and services
trade. UNCTAD data suggests that after moving broadly
sideways between 2010 and 2019, the post-pandemic
period saw a particularly sharp rise in the value of trade?.

The value of goods exported from the UAE (inclusive of
hydrocarbons and re-exports) rose 37% between 2019
and 2022, while the value of imported goods rose 46%
over the same period. Although the nominal value of
services trade remains significantly smaller than goods,
it too has seen a robust increase. UAE exports of services
rose by 71% between 2019 and 2022. Services imports
to the UAE have also risen, but at a slower pace than
exports, meaning that the UAE is now a net exporter of
services.

And trade has risen not only in value terms but also
relative to GDP. Trade openness, measured as the sum
of the value of goods and services trade (imports and
exports) as a share of GDP, has increased from 139% in
2010 to over 237% in 2022. This share becomes even
larger when oil exports are stripped out? of both the trade
and GDP components, with a wedge opening up between
the two measures after 2020.

2 For the purposes of this note non-oil exports exclude mineral
fuels, lubricants, and related materials, as well as organic
chemicals.
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There have been two notable developments in the UAE’s
trade patterns in recent years. The first is that there has
been a sharp reduction in the share of oil exports in total
2010, highlighting the
the UAE economy away from

exports since increasing

diversification of
hydrocarbons. Oil as a share of total exports declined to
just below 39% in 2022 from 56% in 2005. And
secondly, the share of services exports has risen from
just 4% of total exports in 2005 to almost 23% in 2022.

Share of UAE exports

100%
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

Share of exports

2005 ——
2006 ————

2007 m———

2008 =eees————

2009 mEEE————
2010 m—————
2011 =———————
2012 S
2013 —————
2014 ———
2015 ————
2016 | ———————
2017 ————
2018 m———
2019 ———
2020 S
2021 ——————
2022 ——

m Non-oil Oil Services

Source: UNCTAD, ENBD Research

UAE: Diversifying trade will yield economic benefits  Page 2

Where are goods coming from, and going to?

As of 2022, the top two markets for UAE goods exports
(including hydrocarbons) were India and China, with the
former having been a key export destination since the
mid-2000s. The rise of China in the ranking table has
been more recent, with a sharp rise in share since 2019.
While Japan remains a vital export market, with a share
just below 11%, its importance has been in long term
decline, dropping from a share of 45% of UAE exports in
1995.

UAE exports to India, China and Japan continue to be
dominated by oil and oil products, with exports in these
categories accounting for almost 50%, 78% and 95% of
total UAE exports to these countries, respectively.
Outside of the top three, the UAE’s
predominantly go to other countries in Asia, as well as
other GCC nations.

exports

In contrast, the UAE’s imports stem from a mix of
markets, including Asia, the USA and Europe. China does
however play an outsized role, accounting for 18.5% of
the UAE’s imports in 2022.

Top trade partners

Rank Share of exports to |Share of imports from
1 India 14.0%(China 18.5%
2 China 10.8%|India 8.7%
3 Japan 10.6%|USA 6.7%
4 Iraq 7.9%|KSA 4.1%
5 KSA 4.2%|Japan 3.3%
6 Thailand 3.9%|UK 2.9%
7 Singapore 3.9%|Turkey 2.8%
8 South Korea  3.5%l|ltaly 2.6%
9 Oman 3.4%|Germany 2.6%
10  Switzerland 3.0%|Vietnam 2.3%

Source: UNCTAD, ENBD Research

The UAE is increasingly seeking new trade partners

Reducing the UAE’s reliance on hydrocarbons is a key
approach to building a more stable and resilient

economy. But an additional prong in making the UAE
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economy more resilient to macro-economic shocks is
also to reduce reliance on individual countries as key
trading partners.

At its peak in 2015, exports to other GCC countries
accounted for over 14% of total UAE exports, with Oman
and Saudi Arabia accounting for roughly 5% each. These
shares have declined steadily since then, accounting for
3.4% and 4.2%, respectively in 2022. The decline in the
share of exports flowing to Saudi may in part reflect
changes to tariffs, made by the Kingdom in mid-2021.
Under the new Saudi tariff rules UAE exports from
freezones, as well as exports made by companies with
less than 25% local staff or products with less than 40%
local value added, are excluded from the GCC tariff
agreement.

CEPA agreements

CEPA under
negotiation or
CEPAin awaiting Share of UAE  Share of UAE
force ratification  exports (2022) imports (2022)
Australia X 0.4% 0.8%
Cambodia X 0.0% 0.1%
Chile X 0.0% 0.1%
Colombia X 0.0% 0.1%
Congo-Brazzaville X 0.2% 0.6%
Costa Rica X 0.0% 0.0%
Georgia X 0.1% 0.0%
India X 14.0% 8.7%
Indonesia X 0.8% 0.8%
Israel X 0.4% 0.2%
Kenya X 0.5% 0.1%
South Korea X 3.5% 1.3%
Malaysia X 1.3% 1.1%
Pakistan X 2.2% 0.5%
Philippines X 0.4% 0.1%
Serbia X 0.0% 0.0%
Thailand X 3.9% 1.3%
Turkey X 1.3% 2.8%
Ukraine X 0.0% 0.2%
Uzbekistan X 0.1% 0.0%
Vietnam X 0.2% 2.3%
Total 29.5% 21.1%

Source: Various media reports, UAE Ministry of Economy, ENBD
Research

These kinds of policy decisions, together with exogenous
shocks like Covid-19, highlight the importance of diverse
export and import markets, thereby reducing reliance on
single trade partners, even those within the GCC.
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Consistent with this, the UAE has made strides in
negotiating a host of Comprehensive Economic
Partnership Agreements (CEPAs). Five of these CEPAs
are currently in force, including agreements with India,
Israel, Indonesia, Turkey and Cambodia. Negotiations
are ongoing with at least another 16 nations, possibly
more. These CEPA countries account for roughly 30% of
the UAE’s exports and 21% of the UAE’s imports.

It is noteworthy that a significant share of the UAE’s
CEPAs are with Asian countries. Given the possible
increase in geo-political tensions between China and
much of the West, a strengthening of the UAE’s access to
broader Asian trade markets should contribute to more
resilient supply chains. The remainder of the CEPAs are
split across geographies, further diversifying potential
trade routes.

More broadly the GCC has recently signed FTAs with both
Pakistan and South Korea. The bloc has also intensified
efforts to complete negotiations on a variety of other
FTAs, including with the UK and Japan.

What are the benefits of signing trade agreements?

While the exact terms of each Free Trade Agreement
(FTA) or CEPA differ, all ensure the elimination or gradual
reduction of tariffs across a variety of goods. CEPAs tend
to differ from FTAs in so far as they are usually more
ambitious in their coverage, including not just goods but
also services, investment, regulatory issues, freedom of
movement for and dispute
resolution.

workers and visitors,

There are benefits to a domestic economy from the
reduction of tariffs on both its exports and imports. Lower
tariffs on exports make the UAE’s goods and services
more competitive abroad. The reduction of tariffs on UAE
imports similarly reduces the cost for both final
consumers as well businesses importing inputs to be
used in domestic manufacturing. It should also increase
productivity domestically, as local businesses face
greater competition from international firms.
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CEPA terms

Share of Share of  Tariff rate, mean
products current trade across all

covered covered  products in 2020
Cambodia 92% - 8.20%
India 80% - 9.42%
Indonesia 90% 94% 6.29%

Israel 96% 99% -

Turkey 83% 93% 3.61%

Source: UAE Ministry of Economy, World Bank, ENBD Research

The India-UAE CEPA agreement eliminates or reduces
tariffs on around 80% of goods, while the Israel-UAE
CEPA cuts or eliminated tariffs on 96% of all items.
Comparing average tariffs across current or planned
CEPA agreement countries prior to the implementation
of these CEPAs, the UAE was broadly in the middle of the
pack. The unweighted mean tariff on UAE imports from
other countries was around 4.2% in 2020. In contrast the
UAE’s main export market, India, had an average pre-
CEPA tariff rate of almost 9.5% on India’s imports from
other countries.

Simple mean tariff rate (%) in 2020
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In addition, the current CEPAs also cover several non-
tariff issues, including ensuring that technical standards
are not used as a mechanism to limit market access.
CEPAs may also seek to boost opportunities for foreign
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firms in the domestic economy, thereby strengthening
the relationship between countries. An example in the
current CEPAs with India and Indonesia, is a provision
that UAE businesses will be given a 10% price preference
in government procurement tenders.

How would we expect these agreements to affect
trade?

Itis arguably too early to assess the economic impact of
these trade agreements, with many coming into force
less than 12 months ago and with full bilateral trade data
for 2023 yet to be published by either UNCTAD or the
FCSA. Nonetheless, some evidence can be found in a
recent announcement by His Highness Sheikh
Mohammed bin Rashid Al Maktoum on UAE trade in
2023. He noted that non-oil UAE trade rose to a value of
AED 3.5 trillion in 2023, and also highlighted that non-oil
trade with the country’s top 10 partners had risen 26%
y/y. Specifically non-oil trade with Turkey rose by 103%
on an annual basis. Dr. Al Zeyoudi, Minister of State for
Foreign Trade, further highlighted the importance of the
recent CEPA agreements, noting that non-oil foreign
trade with countries with whom CEPAs have either been
implemented or are nearing implementation rose 24.5%
y/y to a value of AED390.5 billion.

More broadly, we can also look to a selection of studies
to provide an indication of the likely scale of the impact.
Work by the IMF suggests that the reduction of tariffs on
intermediate inputs, as part of 11 CEPA agreements
considered by the authors, could increase competition,
quality of inputs and the transfer of technology, and
thereby raise the level of real GDP by up to 2% over the
medium-term. UK government estimates suggest that an
FTA with the UAE could increase the volume trade by at
least 16%.

Trade agreements are also likely to dovetail into other
strategies, making the UAE an attractive proposition for
firms looking to set up in other markets. These strategies
include Operation 300bn, which seeks to expand the
manufacturing sector in the UAE, and reforms allowing



(a Emirates NBD

100% foreign ownership and longer-term visas for
workers.

Furthermore, ongoing investment into infrastructure will
allow companies to capitalize on the UAE’s enviable
location at the meeting point of three continents. The
UAE is the 14th best connected country in the world at
present, according to the UNCTAD shipping liner
Connectivity Index, and its infrastructure scores highly
on the WEF’s Global Competitiveness Index. The recent
announcement at the G20 summit of a rail and shipping
corridor linking the UAE with India and the EU also
speaks to the country’s ambitions in this regard and will
further underpin the country’s position as a global trade
hub. The signing and implementation of this volume of
trade agreements is therefore likely to support UAE trade
activity, FDI and ultimately GDP growth.

Jeanne Walters

Senior Economist
jeannew@emiratesnbd.com
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Disclaimer

PLEASE READ THE FOLLOWING TERMS AND CONDITIONS OF ACCESS FOR THE PUBLICATION BEFORE THE USE THEREOF. By continuing to access and use the publication, you signify you accept
these terms and conditions. Emirates NBD reserves the right to amend, remove, or add to the publication and Disclaimer at any time. Such modifications shall be effective immediately. Accordingly,
please continue to review this Disclaimer whenever accessing, or using the publication. Your access of, and use of the publication, after modifications to the Disclaimer will constitute your acceptance
of the terms and conditions of use of the publication, as modified. If, at any time, you do not wish to accept the content of this Disclaimer, you may not access, or use the publication. Any terms and
conditions proposed by you which are in addition to or which conflict with this Disclaimer are expressly rejected by Emirates NBD and shall be of no force or effect. Information contained herein is
believed by Emirates NBD to be accurate and true but Emirates NBD expresses no representation or warranty of such accuracy and accepts no responsibility whatsoever for any loss or damage
caused by any act or omission taken as a result of the information contained in the publication. The publication is provided for informational uses only and is not intended for trading purposes.
Charts, graphs and related data/information provided herein are intended to serve for illustrative purposes. The data/information contained in the publication is not designed to initiate or conclude
any transaction. In addition, the data/information contained in the publication is prepared as of a particular date and time and will not reflect subsequent changes in the market or changes in any
other factors relevant to their determination. The publication may include data/information taken from stock exchanges and other sources from around the world and Emirates NBD does not
guarantee the sequence, accuracy, completeness, or timeliness of information contained in the publication provided thereto by or obtained from unaffiliated third parties. Moreover, the provision
of certain data/information in the publication may be subject to the terms and conditions of other agreements to which Emirates NBD is a party.

None of the content in the publication constitutes a solicitation, offer or recommendation by Emirates NBD to buy or sell any security, or represents the provision by Emirates NBD of investment
advice or services regarding the profitability or suitability of any security or investment. Moreover, the content of the publication should not be considered legal, tax, accounting advice. The
publication is notintended for use by, or distribution to, any person or entity in any jurisdiction or country where such use or distribution would be contrary to law or regulation. Accordingly, anything
to the contrary herein set forth notwithstanding, Emirates NBD, its suppliers, agents, directors, officers, employees, representatives, successors, assigns, affiliates or subsidiaries shall not, directly
or indirectly, be liable, in any way, to you or any other person for any: (a) inaccuracies or errors in or omissions from the publication including, but not limited to, quotes and financial data; (b) loss
or damage arising from the use of the publication, including, but not limited to any investment decision occasioned thereby. (c) UNDER NO CIRCUMSTANCES, INCLUDING BUT NOT LIMITED TO
NEGLIGENCE, SHALL EMIRATES NBD, ITS SUPPLIERS, AGENTS, DIRECTORS, OFFICERS, EMPLOYEES, REPRESENTATIVES, SUCCESSORS, ASSIGNS, AFFILIATES OR SUBSIDIARIES BE LIABLE TO
YOU FOR DIRECT, INDIRECT, INCIDENTAL, CONSEQUENTIAL, SPECIAL, PUNITIVE, OR EXEMPLARY DAMAGES EVEN IF EMIRATES NBD HAS BEEN ADVISED SPECIFICALLY OF THE POSSIBILITY
OF SUCH DAMAGES, ARISING FROM THE USE OF THE PUBLICATION, INCLUDING BUT NOT LIMITED TO, LOSS OF REVENUE, OPPORTUNITY, OR ANTICIPATED PROFITS OR LOST BUSINESS. The
information contained in the publication does not purport to contain all matters relevant to any particular investment or financial instrument and all statements as to future matters are not
guaranteed to be accurate. Anyone proposing to rely on or use the information contained in the publication should independently verify and check the accuracy, completeness, reliability and
suitability of the information and should obtain independent and specific advice from appropriate professionals or experts regarding information contained in the publication. Further, references to
any financial instrument or investment product is not intended to imply that an actual trading market exists for such instrument or product. In publishing this document Emirates NBD is not acting
in the capacity of a fiduciary or financial advisor.

Emirates NBD and its group entities (together and separately, "Emirates NBD") does and may at any time solicit or provide commercial banking, investment banking, credit, advisory or other services
to the companies covered in its reports. As a result, recipients of this report should be aware that any or all of the foregoing services may at times give rise to a conflict of interest that could affect
the objectivity of this report.

The securities covered by this report may not be suitable for all types of investors. The report does not take into account the investment objectives, financial situations and specific needs of
recipients.

Data included in the publication may rely on models that do not reflect or take into account all potentially significant factors such as market risk, liquidity risk and credit risk. Emirates NBD may use
different models, make valuation adjustments, or use different methodologies when determining prices at which Emirates NBD is willing to trade financial instruments and/or when valuing its own
inventory positions for its books and records. In receiving the publication, you acknowledge and agree that there are risks associated with investment activities. Moreover, you acknowledge in
receiving the publication that the responsibility to obtain and carefully read and understand the content of documents relating to any investment activity described in the publication and to seek
separate, independent financial advice if required to assess whether a particular investment activity described herein is suitable, lies exclusively with you. You acknowledge and agree that past
investment performance is not indicative of the future performance results of any investment and that the information contained herein is not to be used as an indication for the future performance
of any investment activity. You acknowledge that the publication has been developed, compiled, prepared, revised, selected, and arranged by Emirates NBD and others (including certain other
information sources) through the application of methods and standards of judgment developed and applied through the expenditure of substantial time, effort, and money and constitutes valuable
intellectual property of Emirates NBD and such others. All present and future rights in and to trade secrets, patents, copyrights, trademarks, service marks, know-how, and other proprietary rights
of any type under the laws of any governmental authority, domestic or foreign, shall, as between you and Emirates NBD, at all times be and remain the sole and exclusive property of Emirates NBD
and/or other lawful parties. Except as specifically permitted in writing, you acknowledge and agree that you may not copy or make any use of the content of the publication or any portion thereof.
Except as specifically permitted in writing, you shall not use the intellectual property rights connected with the publication, or the names of any individual participant in, or contributor to, the content
of the publication, or any variations or derivatives thereof, for any purpose.

YOU AGREE TO USE THE PUBLICATION SOLELY FOR YOUR OWN NONCOMMERCIAL USE AND BENEFIT, AND NOT FOR RESALE OR OTHER TRANSFER OR DISPOSITION TO, OR USE BY OR FOR
THE BENEFIT OF, ANY OTHER PERSON OR ENTITY. YOU AGREE NOT TO USE, TRANSFER, DISTRIBUTE, OR DISPOSE OF ANY DATA/INFORMATION CONTAINED IN THE PUBLICATION IN ANY
MANNER THAT COULD COMPETE WITH THE BUSINESS INTERESTS OF EMIRATES NBD. YOU MAY NOT COPY, REPRODUCE, PUBLISH, DISPLAY, MODIFY, OR CREATE DERIVATIVE WORKS FROM
ANY DATA/INFORMATION CONTAINED IN THE PUBLICATION. YOU MAY NOT OFFER ANY PART OF THE PUBLICATION FOR SALE OR DISTRIBUTE IT OVER ANY MEDIUM WITHOUT THE PRIOR
WRITTEN CONSENT OF EMIRATES NBD. THE DATA/INFORMATION CONTAINED IN THE PUBLICATION MAY NOT BE USED TO CONSTRUCT A DATABASE OF ANY KIND. YOU MAY NOT USE THE
DATA/INFORMATION IN THE PUBLICATION IN ANY WAY TO IMPROVE THE QUALITY OF ANY DATA SOLD OR CONTRIBUTED TO BY YOU TO ANY THIRD PARTY. FURTHERMORE, YOU MAY NOT
USE ANY OF THE TRADEMARKS, TRADE NAMES, SERVICE MARKS, COPYRIGHTS, OR LOGOS OF EMIRATES NBD OR ITS SUBSIDIARIES IN ANY MANNER WHICH CREATES THE IMPRESSION THAT
SUCH ITEMS BELONG TO OR ARE ASSOCIATED WITH YOU OR, EXCEPT AS OTHERWISE PROVIDED WITH EMIRATES NBD’S PRIOR WRITTEN CONSENT, AND YOU ACKNOWLEDGE THAT YOU HAVE
NO OWNERSHIP RIGHTS IN AND TO ANY OF SUCH ITEMS. MOREOVER YOU AGREE THAT YOUR USE OF THE PUBLICATION IS AT YOUR SOLE RISK AND ACKNOWLEDGE THAT THE PUBLICATION
AND ANYTHING CONTAINED HEREIN, IS PROVIDED "AS IS" AND "AS AVAILABLE," AND THAT EMIRATES NBD MAKES NO WARRANTY OF ANY KIND, EXPRESS OR IMPLIED, AS TO THE
PUBLICATION, INCLUDING, BUT NOT LIMITED TO, MERCHANTABILITY, NON-INFRINGEMENT, TITLE, OR FITNESS FOR A PARTICULAR PURPOSE OR USE. You agree, at your own expense, to
indemnify, defend and hold harmless Emirates NBD, its Suppliers, agents, directors, officers, employees, representatives, successors, and assigns from and against any and all claims, damages,
liabilities, costs, and expenses, including reasonable attorneys’ and experts’ fees, arising out of or in connection with the publication, including, but not limited to: (i) your use of the data contained
in the publication or someone using such data on your behalf; (i) any deletions, additions, insertions or alterations to, or any unauthorized use of, the data contained in the publication or (iii) any
misrepresentation or breach of an acknowledgement or agreement made as a result of your receiving the publication.
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