Figure 2.9. Middle East: Strong Growth, Rising Inflation

Inflation in the Middle East is rising as increased public spending and strong credit
growth spur domestic demand. Structural reforms will be needed to contain price
growth.

-Consumer Price Inflation -21
(percent) Iran, L.R. of -18
- -15
- United Arab -12
- Emirates Regional 9
- Average -
- -6
-3
- Saudi Arabia -
0
. . . . . 3
2003 04 05 06 Dec.
07
14 -Real GDP and Domestic - -0il and Non-0il Growth2 -12
- Demand Growth!-2 - -(percent) -
12 -(percent) = GDP - - p—— -10
B mm Domestic demand ~ 8 Non-oil C
10 8
8- - -6

6- -4

4- -2

2- 0

0 SOOI Ol lran, Saudi United

Qé‘ Qé‘ S & .\VS"’ @VI@,‘: exporters |.R.of Arabia  Arab
&Y &S Qﬁ@% Emirates

&

25 -Public Spending Growth-2:3 - -Private Credit Growth':2 -40

_(percent) - _(12-month percent change)
20 -

15~

10-

F L LS
QQ{\ QQ{\ < \‘.2\' .

2 &

Q) 0y

N &
&

Sources: IMF, International Financial Statistics; and IMF staff calculations.

12006-07 average.

20il exporters include Bahrain, Islamic Republic of Iran, Kuwait, Libya, Oman, Qatar,
Saudi Arabia, Syrian Arab Republic, United Arab Emirates, and Republic of Yemen.
Non-oil exporters include Egypt, Jordan, and Lebanon.

3Public spending is defined as consumption and investment.



