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Foreword
The Cooperation Council for the Arab States of the Gulf, known as the Gulf Cooperation 
Council (GCC), is a regional intergovernmental political and economic union consisting of all 
Arab states of the Arab Gulf, except for Iraq. Its member states are Bahrain, Kuwait, Oman, 
Qatar, Saudi Arabia, and the United Arab Emirates. The Charter of the Gulf Cooperation 
Council was signed on 25th May 1981, formally establishing the institution. 

All current member states are monarchies; there are three constitutional monarchies (Qatar, 
Kuwait, and Bahrain), two absolute monarchies (Saudi Arabia and Oman), and one federal 
monarchy (the United Arab Emirates, which is composed of seven member states, each of 
which is an absolute monarchy with its own emir). There have been discussions regarding the 
future membership of Jordan, Morocco, and Yemen. 

Being highly oil dependent economies, GCC countries have been negatively affected by the 
recent oil price drop (around 60% since 2013), causing macro-economic instability that has 
hindered job creation and slows growth. 

The oil price drop has also largely impacted GCC public finances and has hampered Foreign 
Direct Investment (FDI), which only UAE has been capable to recover to pre-crisis level. 

GDP growth in GCC countries is forecasted at +2.3% in 2017, far from the growth experienced 
in the past. 

The Middle East credit insurance market is changing and evolving due to i) the fluid market 
dynamics within the region overall, as well as ii) the relative infancy of credit insurance 
products when compared to other mature markets. We see credit solutions increasingly 
responding to the developing needs of clients around risk mitigation and access to finance. 

Banks are driving a proportion of demand both through standard as well as more complex 
trade deals that are starting to emerge. 
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GCC economic overview

Overall country risk

The overall country risks within the GCC are 
moderate and have been relatively stable, 

with only Kuwait increasing from Medium Low 
to Medium in Q3 2016.

Source: Aon Political Risk Analytics

Between 2014 and the end of 2016, money supply in the GCC region dwindled 
- leaving investors with fewer monetary instruments. Persistently low prices are 

continuing to weigh on liquidity conditions across the GCC countries.

Banking sector vulnerability

The slowdown in fiscal revenues and economic growth has pushed governments in the GCC 
region to adopt austerity measures such as raising administrative fees, reducing (or eliminating) 
some subsidies, cancelling low-priority projects and trying to contain salaries. Governments are 
continuing to examine measures to raise additional budgets through other taxes and fees (such 
as VAT, taxes on business profits and income tax).

The region’s budgets for 2017 showed reductions in public spending which will lead to the 
postponement of some important projects. This is expected to make cash flow management 
more difficult for companies and reduce opportunities for banks.

Interbank rates have increased and money supply has slowed across the region. GCC countries (with the exception of Kuwait) have 
their currencies pegged to the US dollar. The Fed has increased its rates four times since 2016, from 0% to 1.25%. As a result, some 
of the central banks in the GCC region have raised policy rates, as they endeavour to protect their currencies. Fiscal consolidation, 
the slowdown in economic performance and the drawing of public deposits in the banking system have pushed GCC 
governments to tap international bond markets, in order to ease liquidity pressures.
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https://www.riskmaps.aon.co.uk/site/map.aspx%0D
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GCC operating framework

GCC countries in focus

The supreme council is the highest authority of the GCC organization. It is composed of the heads of the member states and sets 
the vision and the goals of the GCC. Decisions on substantive issues require unanimous approval, while issues on procedural 
matters require a majority. Every member state has one vote.

The Ministerial Council is composed of the Foreign Ministers of all the Member States. It primarily formulates policies and makes 
recommendations to promote cooperation among the member states. Decisions are submitted in the form of recommendations to 
the Supreme Council for its approval. 

The Secretariat General is the executive arm of the GCC. It takes decisions within its authority and implements decisions approved 
by the Supreme or Ministerial Council. The Secretariat also compiles studies relating to cooperation, coordination, and planning 
for common action.

Bahrain

Civil unrest brought about by the Arab Spring swept the region in 2011 and Bahrain initially felt tensions rise within the local 
communities. The overall level of tension, however, has diminished since 2011. Despite occasional domestic unrest, and a 
moderate risk of political interference in the economy remaining, Bahrain’s business environment and economy are reasonably 
liberalised. 

The country’s effective regulatory framework has led to sustained growth in the financial sector and relative stability in the banking 
sector.  The economic risks of Bahrain, the smallest of the GCC countries, have been more concerning, with lower savings 
(reserves) and sizeable fiscal burden.  Although production levels are very low compared to the rest of the GCC countries, 
hydrocarbons and oil still account for 85% of the government’s revenues.  

Bahrain receives support from the larger economies as part of the GCC “Marshall Plan”. The Plan focuses on Bahrain development 
and budgets diversification into major industry sectors to foster economy growth. Other recent efforts around increasing taxes 
should be an important factor for Bahrain’s economic sustainability. It is also expected that Bahrain’s own limited financial reserves 
may be reinforced by Saudi Arabia, with which it shares meaningful economic relations. 

Kuwait

The economy grew by an estimated 3% in 2016 from 1.8% the previous year, supported by higher oil production and 
implementation of the Development Plan. Major infrastructure projects will continue to support growth in the near to medium 
term. Key challenges include hydro-carbon dependence and parliamentary opposition to deep structural reforms. 

Output in the non-oil sector expanded by an estimated 2% in 2016, better than in 2015 (1.3%) but less than half the pace before 
global energy prices began to fall in 2014.

Oman

Oman is an economically diversified state but lacks the financial strength of some of its GCC peers to support growth through 
spending.

Oman has relatively high levels of social cohesion, lower inequality and somewhat fewer expatriate workers. A non-OPEC state, 
Oman faces less pressure to cut oil production; it has consequently been investing in maintaining its oil and gas output as well as 
supporting its non-oil economy. Oman’s peg to the U.S. dollar helps contain inflationary pressures.
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Risk of doing business

The risk of doing business in GCC markets 
varies from Medium Low in UAE, Qatar, Oman 

and Bahrain to High in Kuwait.

Source: Aon Political Risk Analytics

Qatar

Risk levels have been rising given economic vulnerabilities stemming from adjustment to lower oil and gas prices over the last 
several years. The long-standing pressure from GCC peers over its alleged support of Extremist Islamist groups has put pressure on 
the country’s economy and autonomy. However domestically, the country is stable and the risk of political violence is moderately 
low. Despite effective governance and success in controlling corruption, the population still lacks political rights, contributing to 
legal and regulatory risk.

The risk of government interference in the economy is medium, mainly driven by state dominance in key sectors. This interference 
could increase if regional tensions escalate. The UN has warned Qatar to improve conditions and rights for migrant workers 
otherwise the country may face a formal inquiry. Qatar has a moderately low overall economic risk, but these risks are rising as 
debt and domestic credit are increasing. These trends leave it at risk for further ratings downgrades. Although debt levels are 
mostly concentrated in the private business and state-owned sector, the chance of default is low. These trends will limit the ability 
of business to borrow funds for further investment outside of the construction sector. Qatar’s economy is highly dependent on gas 
and oil extraction, which account for around 50% of GDP. 
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United Arab Emirates

The United Arab Emirates (UAE) is one of the most liberalised economies in the Middle East. The risk of political violence is also 
medium-low, with government maintaining tight control over security and crime. The overall level of institutional risk is also 
medium-low. The government has been able to implement effective policies and maintain a strong rule of law. The risk of 
government interference in the economy also remains moderately low and the UAE has been effective controlling corruption and 
providing a stable and attractive business environment.

Economic risks range from medium-low to low. The UAE has a commodity-based economy, with oil and natural gas accounting for 
around 40% of GDP, one of the lowest levels of its peers. The country is also able to benefit from the increase in global trade. As a 
result, tighter credit conditions have weighed on domestic demand and the financial and construction sectors—key parts of the 
economy. The country’s dollar peg, limits the country’s scope to stimulate the economy.

Insurer perspectives
The insurers’ overall country analysis consistently underpins their specific client decisions around credit limits. It is therefore critical 
to monitor insurer’s assessment of the overall business environment, in order to pro-actively address current and future credit 
capacity challenges in GCC markets. 

The table below is an evaluation of the respective risk appetite, capacity and credit limit support across GCC geographies based 
on their country risk rating as well as our ongoing business engagements with certain key insurers.

Insurer risk appetite considerations by country

Country High risk Medium risk Low risk

Bahrain

Kuwait

Oman

Qatar

Saudi Arabia

UAE

Euler Hermes

Coface

Atradius

AIG

Credendo

Saudi Arabia

Saudi Arabia risks are partly driven by the country’s involvement in regional conflicts. In recent years, protests about living 
standards have been concentrated within the Shi’a minority in the Eastern Province. The inability of the economy, however, to 
create jobs for the growing youth population remains a key political risk. 

The business environment is relatively strong; this reflects concerted efforts in recent years to make improvements. King Salman’s 
succession to the throne was smooth and he has consolidated power quickly. He has rapidly begun implementation of a reform 
plan to restructure the kingdom’s economy and diversify away from its dependence on oil revenue. These reforms, which include 
greater privatization and other efforts to attract capital inflows, are generally improving the operating environment. 

Additional and recent steps taken by the Saudi government to address corruption and embezzlement have seen a significant 
number of individuals detained and their personal bank accounts frozen. For many, this is seen as a further step the country is 
taking to reform and to improve the way in which the country is perceived as it openly and aggressively tackles such important 
issues.

Over $600 billion in accumulated government foreign assets provide more than sufficient resources for Saudi Arabia to respond to 
shocks. Despite the recent increase in debt, Saudi liabilities remain far lower than those of its peer nations in the Middle East (and 
indeed in the emerging world). 
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Credit insurance capacity 
Sector review

Market trends

The combined analysis of the GGC’s overall economic condition and the counterparty risks enables us to anticipate the need for new 
innovative solutions to be developed and delivered for our clients. 

Insurer / product overview

The market remains dominated by Euler Hermes, Atradius 
and Coface due to the fact that whole turnover / ground 
up coverage is the best known product in a market only 
just over 10 years old. 

‘New’ products are gaining in popularity as levels of 
education and knowledge of different products continues 
to increase. All insurers that are issuing policies 
domestically ‘on shore’ in GCC markets need to have local 
fronting arrangements in place in order to be compliant.

Loss ratio

2015 and 2016 saw considerable market losses, with the IT 
& Electronics sector being significantly hit. Commodities 
and construction were also sectors with notable issues. 
2017 has seen a stabilization of the market and insurers 
have been able to better manage their performance.

Pricing

Insurer rates are predominately stable and we would 
expect this to continue into 2018 for the vast majority.

GCC domestic insurer market share

Euler Hermes

Coface

Sector Risk appetite
Agriculture Low

Automotive Average

Chemicals Average

Construction Low

Construction materials Low

Consumer durables Low

Electronics Low

Financial services High

Food Low

Engineering Average

Metals Low

Oil / gas Average

Paper Average

Services High

Steel Low

Textiles Low

Atradius

45%

Others

10%

25%

20%

These are estimates based on Aon's market knowledge. 
No formal publications available.

Overdue payments continue to be a concern for corporates and 
insurers alike. The region is, in general, still seeing the effects of a cash 
crunch which began in 2015 with corporate lending still tight. 

However, most of the weaker companies that were unable to cope with 
the impact on their cash-flow have already closed, leaving those with 
the better managed balance sheets.

As public spending remains cautious, and since such spending is the 
catalyst for these economies, it is expected that payment delays will 
continue to be relevant, and need to be managed.
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Over the years during which Aon has been operating and designing credit solutions in the GCC market, we have been approached to 
implement GCC domestic whole turnover credit insurance policies as well as various syndicated single risk programs for domestic and export 
shipments.

Below are three case studies relating to credit insurance solutions arranged by Aon teams.

 
Insured:   Chemicals and petrochemical sales company

Obligors:  Domestic and exports

Sum insured:  USD 2,000,000,000+

 
Insured:    European multinational manufacturer

Obligors:  Whole turnover credit insurance policy

Sum insured:  EUR 85,000,000

 
Insured:   Multinational food supplier

Obligors:  Domestic and exports

Sum insured:  USD 265,000,000

In practice 

• Following our appointment, Aon undertook a significant exercise to ensure that the client was operating 
within the parameters of their policy and was clear about the obligations to ensure compliance. 

• Our team carried out  a number of training sessions for the sales and credit functions as well as introducing 
new reporting processes and procedures that helps the client manage the insured exposures in the most 
efficient way.

• Our multinational client individually insures receivables in various countries. Our European team has built a 
global program framework which has created positive traction within the group.

• Our client has significant operations in the UAE and our local team focuses on strong client service 
requirements around limits and claims under the global programme.

• Aon was able to execute a regional program for our client to include countries which they believed could 
not be covered, substantially increasing levels of insurance for both new and existing receivables.

• Aon worked with the new entities (using credit insurance for the first time) to help ensure that they 
understood and were comfortable with how credit insurance worked and provided strategic guidance 
during the initial set up period.

Case Study
3

Providing coordinated services to multinational clients

Implementing an international programme

Delivering advisory support
Case Study

1

Case Study
2



https://www.riskmaps.aon.co.uk/home

http://www.eulerhermes.com/economic-research/country-risks/Pages/country-reports-risk-map.aspx

http://www.coface.com/News-Publications/Publications/Country-risk-assessment-map-3rd-quarter-2017

https://group.atradius.com/publications/trading-briefs/risk-map.html

https://www.credendo.com/country_risk

http://www.coface.com/News-Publications/PublicationsTough-funding-conditions-for-GCC-corporates-the-hidden-effect-of-lower-oil-prices

https://www.thenational.ae/business/imf-forecasts-economic-recovery-for-middle-east-economies-in-2018-1.666263

http://gulfnews.com/business/sectors/banking/gcc-islamic-banks-growth-expected-to-moderate-in-2017-18-1.2015770

https://www.bmiresearch.com/articles/islamic-banking-slowdown-underway-in-key-markets

https://blog.continentalcurrency.ca/kuwaiti-dinar/

Key contacts

About Aon 
Aon plc (NYSE:AON) is a leading global professional services firm providing a broad range of risk, retirement and health 

solutions. Our 50,000 colleagues in 120 countries empower results for clients by using proprietary data and analytics to 

deliver insights that reduce volatility and improve performance.
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Aon UK Limited is authorised and regulated by the Financial Conduct Authority.

© Aon UK Limited 2017. All rights reserved.
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such information is accurate as of the date it is received or that it will continue to be accurate in the future.

No one should act on such information without appropriate professional advice after a thorough examination of the particular situation.

Aon UK Limited is authorised and regulated by the Financial Conduct Authority. For more details, please visit aon.co.uk/professionalservices
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