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A word from the
editorial team
It is a new, post-Covid world we live in. 
And while the pandemic is still a way away 
from being totally eradicated, we are on 
the road to recovery. We are starting to 
get a glimpse of what this new reality will 
mean and for some, it is certainly not 
business as usual. As economies dust 
and recover, businesses operating in 
the Middle East are having to face hard 
realities.

Perhaps one of the best indicators of 
recovery is the Dubai real estate market. 
Reeling from the mandatory lockdowns 
and movement restrictions that hit a 
sector already recovering from the 2009 
global economic slowdown, the Dubai 
real estate sector is showing signs of 
recovery again. Faizan Ahmed and Samina 
Rangoonwala look at the indicators in 
their article entitled Out of the Shadow. 
“With the world slowly opening up,” they 
write, “the sector is now showing signs 
of recovery.” They add: “With all these 
indicators, the recovery of the real estate 
sector across the UAE will be dependent 
on the confidence of potential investors. 
Data for the UAE in Q1 2021, particularly 
the Dubai real estate market, already 
shows an upward trend compared to Q1 
2020 i.e. pre-COVID and Q4 2020.”

Good news. But with recovery come the 
reality checks. One effect of the pandemic 
on economies of the GCC has been 
declining potential revenues from oil. As 
such, write Mohamed Serokh, Hesham 
Lotfy, Joy Mukherjee, and Mohammed 
Abu-Hijleh “there is mounting pressure 
on tax authorities to collect tax revenues 
in order to fund government expenditure 
and balance budget deficits.” And who 
says tax, says audit. 

In their article Transfer Pricing Audits in 
the GCC: Myth or hard reality?, the authors 
write that “Multinational Enterprises 
(MNEs) operating in the GCC are facing 
up to the harsh reality of TP audits [which 
will also translate] into many cases being 
litigated in courts of each respective 
country.”  

Taxation is an issue that has been a 
subject of Middle East boardroom 
discussions for a while now and is starting 
to materialize. As Abi Man Joshi says in 
his article The law of minimums, in which 
he discusses how the introduction of 
new global minimum tax rate of 15 
percent may impact large and profitable 
multinationals doing business in the 
Middle East: “While this may not be 
implemented in the immediate future, 
all indicators point to it being a matter 
of “when” and not a matter of “if”.” What 
will the impact be on businesses in the 
region? 

For his part, Fernand Rutten looks at the 
growing role and importance of customs 
in the GCC in his article Taxing duty. 
Rutten says: “For businesses operating in 
the GCC, being compliant means access 
to faster customs processes, allowing the 
maximum use of trade facilities […] it is 
of utmost importance that businesses 
understand their customs and trade 
processes, know their duty and tax 
burdens, set up and control the right data 
to ensure compliance.”

On the subject of compliance, Muzzi 
Ebrahim and Saad Qureshi write about 
the importance of implementing effective 
controls against financial crime and ask:  
Do you know your FinCrime exposure?          

“With an estimated cost of US$11 trillion, 
a future estimated loss of US$10 trillion 
in earnings and with the world economy 
shrinking by 4.3 percent in 2020, no 
country can afford capital flows being 
restricted or the cost of doing business 
going up due to financial crime concerns,” 
they write. 

One post-Covid world reality is that the 
digital world is here to stay. Customer 
experience has evolved and with it, the 
priorities of the Chief Digital Officer. In 
his article Rise to the challenge, Dr. Ahmed 
Hezzah says: “It is time for CDOs in the 
Middle East to lead the transition in 
their companies and organizations, and 
foster innovation and agility throughout 
all aspects of their digital transformation 
journey in order to drive economic 
prosperity and growth.“

Here at the Middle East Point of View, we 
wish all our readers a safe recovery and 
future prosperity and growth. We hope 
you enjoy this issue.

ME POV editorial team
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Out of the shadow: 
The UAE real estate 
sector displays signs 
of recovery
The UAE real estate industry was one of the worst affected sectors 
during the 2009 global economic slowdown. Pre-pandemic, the 
industry had matured and sector experts expected the real 
estate sector to stabilize in anticipation of Expo 2020. However, 
the arrival of the pandemic has since taken a toll on the recovery 
of the sector, with mandatory lockdowns across the globe and 
movement restrictions that led to a further strain on the industry. 
With the world slowly opening up, the sector is now showing signs 
of recovery.
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T   he global outbreak of the 
COVID-19 virus has had a lasting 
and far-reaching paralyzing impact 

on economies across the world due to 
movement restrictions that have changed 
the way we live, work, learn and socialize.

In the UAE, the economy has experienced 
uncertainty within its main drivers in 
the non-oil industry, with the travel, 
hospitality, retail, and real estate sectors 
having been hit particularly hard. Dubai’s 

Expo 2020 has been pushed to 1 October 
2021, yet despite the delay, is anticipated 
to boost confidence and regain investors’ 
trust in the coming years, further leading 
to a rise in economic growth supported 
by a growth in the real estate sector.

In light of the pandemic, the Central Bank 
of the UAE (CBUAE) had rolled out the 
following till date, in support of the UAE 
economy and financial system:

In response to the 
Covid-19 pandemic, 
the CBUAE adopted an 
AED 256 billion 
stimulus package to 
support the UAE 
economy and 
financial system.

The Targeted 
Economic Support 
Scheme (TESS) 
succeeded in 
enhancing the 
capacity of the 
financial system to 
support individuals 
and corporations.

The TESS has been 
among the most 
comprehensive support 
programmes 
implemented by the 
central banks 
regionally and 
internationally.

Targeted Economic 
Support Scheme (TESS)

Postponement of 
Basel III implementation

Loan to Value ratio
increase for first time
home buyers

Payment of defferal 
relief on outstanding
loans 

Reduction of service 
requirements and 
capital buffer relief

IFRS 9 guidance and 
prudential filters

Waiver of CBUAE 
processing fees in 
payment systems

Zero funding facility

Stable funding relief and 
other measures under
CBUAE TESS

Major real estate groups 
had already announced 
relief packages in 2020 
across their business 
segments that included 
rent reliefs, deferred 
payment plans, waivers 
of administrative 
charges to support their 
customers and business 
partners.
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Major real estate groups had already 
announced relief packages in 2020 
across their business segments that 
included rent reliefs, deferred payment 
plans, waivers of administrative charges 
to support their customers and business 
partners, as detailed below.

1.  New visa initiatives
The UAE, and Dubai specifically, is a 
melting pot of different cultures with 
expatriates forming an estimated 89 
percent1 of the population, which is a key 
attribute to determining the property 
demand in the country. The government

3.  Expo 2020
The pandemic has halted all major 
events across the globe, but the focus of 
attention is on the upcoming Expo 2020. 
The Expo theme is “Connecting Minds, 
Creating the Future”, which recognizes 
that generating sustainable solutions to 
global problems demands collaboration 
across cultures and regions while the 
subthemes of opportunity, mobility, and 
sustainability define the principal drivers 
of progress. Expo 2020 will create many 
opportunities for the hospitality industry 
as it is expected to attract more than 25 
million visitors2 from across the globe 
and will add impetus to the growth of 
the real estate sector. Over the last two 
years, construction has continued on 
the Expo 2020 site that includes various 
government-led projects leading to 
anticipation for investors to invest in the 
real estate sector.

Real estate sector relief package

Relief package details:

USD 272 million

USD 63 million

USD 116 million

Source: Dubaiholding.com, Nakheel.com, Aldar.com

Dubai Holding and Meraas Holding Group[1]

[2]

[3]

Nakheel PJSC

Aldar Properties

Major public and private developers 
are currently focused on ensuring a 
faster execution of the ongoing projects 
to deliver the best quality product to 
investors. Yet not all developers have the 
financial strength to face cash flow issues 
varying from managing the working cash 
flow to repayment on bank borrowings to 
settlement to contractors.

With Expo 2020 pushed back, many real 
estate groups are looking at their current 
operating model by taking corrective 
actions to overcome the short-term 
challenges, implementing the technology-
driven business model, and focusing on 
sustainable operations and long-term 
opportunities.

Despite uncertainties and challenges 
faced by the real estate sector, it is set 
to transition into a recovery phase and 
below are some of the green shoots 
indicating a recovery.

has rolled out various game-changing 
visa initiatives that have created a 
positive impact on the demand for real 
estate, such as:
a.  Ten year-residency for expatriates;
b.  Five-year renewable retirement visas 

to retired residents and eligibility of 
foreign students to sponsor their 
families meeting certain specific 
conditions; and

c.  New self-sponsored remote work visa 
enabling employees from all over the 
world to live in, and work remotely 
from, the UAE even if their companies 
are based in another country.

2.  Nationality for selected 
expatriates

Recently, the UAE Government has 
approved amendments to the citizenship 
law, allowing investors, professionals, 
special talents, and their families to 
acquire Emirati nationality under certain 
conditions. This historic decision aims to 
boost the country’s economy in the long 
run, reinforcing the leadership’s vision
to grow and attract talent. This should 
further advance the increase in demand 
for real estate.

Deloitte | A Middle East Point of View - Summer 2021 | UAE Real Estate
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4.  Virtual real estate events
Despite large-scale exhibitions being 
suspended, all the major organizers in 
the field of real estate had to be agile 
and learned to innovate. One such 
initiative is Cityscape Intelligence, an 
online portal that allows investors to get 
an overall knowledge of the real estate 
sector products. For 2021, Cityscape has 
introduced a hybrid model i.e. physical 
event, live, and in-person, which is 
planned to take place in early November 
for three days at the Dubai Exhibition 
Centre (DEC) within the Dubai Expo 2020 
site. This event will enable investors to 
identify investments suiting their interest 
and business needs, strengthening the 
real estate sector.

5.  Vaccine roll out
Vaccination is the only ray of hope 
to fight the pandemic. The UAE has 
effectively rolled out a vaccination 
campaign with a clear vision to vaccinate 
the population in 2021. It has already 
achieved the target of vaccinating more 
than half of its population by March 2021. 
The leadership’s vision with world-class 
amenities such as world-class airport, 
logistics, and storage facilities have 
enabled the UAE to position itself as an 
example across the globe whereas other 
countries are struggling with vaccination 
effects. The efforts of the government 
authorities are already showing positive 
results as there has been a reduction in 
the number of daily infections and will 
in turn uplift the real estate sector as 
people go back to normal life.

6.  Changes in existing company laws
To facilitate direct foreign ownership and 
investment in the UAE just before Expo 
2020, the Government has removed 
the long-standing requirement for 
UAE companies to have one or more 
Emirati shareholders holding at least 51 
percent of the issued share capital of the 
company. This policy change will boost 
the economy and growth by attracting 
foreign investors.

7.  Attractive offerings by lenders
Lenders in the UAE have various offerings 
to turn renters to become homeowners 
such as increasing the loan to value ratio 
by reducing the mortgage gap for first-
time investors, extremely competitive 
interest rates on mortgages, and the 
waiver of certain administrative fees.

8.  Other initiatives
The UAE government is also actively 
identifying several other measures to 
create a positive and lasting impact on 
the real estate market. Recent initiatives 
include:
a.  Approval by the executive council of 

the new ‘Dubai Building Code’ that 
outlines a set of construction rules 
promoting sustainable development 
and innovation in building design. 
It also aims to reduce construction 
costs by streamlining building rules 
and requirements and to hasten the 
completion of the design phase of 
construction projects to the highest 
international standards.

b.  Reduction in fuel surcharge for 
electricity and water announced by the 
Dubai Supreme Council of Energy to all 
district cooling companies supporting 
property owners.

c.  A new law governing the rental 
agreements in Dubai is expected to 
be issued soon which would fix rents 
for three years. This change in law will 
assist the landlords to achieve stable 
tenants and it will help them to avoid 
paying an annual increase in the rental 
amount.

To facilitate direct foreign ownership and 
investment in the UAE just before Expo 2020, 
the Government has removed the long-
standing requirement for UAE companies 
to have one or more Emirati shareholders 
holding at least 51 percent of the issued 
share capital of the company.

Deloitte | A Middle East Point of View - Summer 2021 | UAE Real Estate
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With all these indicators, the recovery 
of the real estate sector across the UAE 
will be dependent on the confidence 
of potential investors. Data for the UAE 
in Q1 2021, particularly the Dubai real 
estate market, already shows an upward 
trend compared to Q1 2020 i.e. pre-Covid 
and Q4 2020.3

The chart below shows transactional 
data and value over Q1 2021 and Q4 
2020. The overall number of transactions 
has increased by 6 percent quarter-on-
quarter with a corresponding increase 

in the transactional value. Offers from 
lenders such as reduction in interest 
rate, coupled with lower, or waiver of, 
mortgage fees and increase in loan-to-
value for first-time buyers by 5 percent 
for Emirati and expatriates has resulted 
in an increased number of mortgage 
transactions. Further, there has been 
a hike in the secondary market by 9 
percent and the month of February 2021 
now holds the record for most secondary 
property sales transactions in a single 
month over the past three years.4
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real estate sector 
across the UAE will 
be dependent on 
the confidence of 
potential investors.
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As shown in the chart above, the overall 
number of transactions in Q1 2021 has 
increased by 16 percent compared with 
Q1 2020, with a corresponding increase 
in the transactional value by 17 percent. 
The trend in the second half of 2020 
is of the secondary market transacting 
higher compared to the primary (off-plan) 
market. Mortgage transactions have 
also seen a remarkable increase due to 
factors discussed earlier.5

The real estate sector also includes hotel 
assets that are owned by corporates 
and family groups and that contribute 
significantly to investment in this sector. 
With the upcoming supply, the sector 
is facing pressure on the rates and 
occupancy of hotels but is marching 
towards a slow and steady recovery. 
Despite the challenges faced by the 
hospitality sector, asset owners of the 
finest beachfront properties have seen an 

increase in the average daily room rate 
(ADR) despite a mixed trend of occupancy 
in Q1 2021 compared with Q1 2020. 
The graphs on the right depict the 
performance of selected premium 
beachfront properties in Dubai in terms 
of ADR and occupancy.6
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Despite the challenges 
faced by the hospitality 
sector, asset owners of 
the finest beachfront 
properties have seen 
an increase in the 
average daily room 
rate.
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Conclusion
While Covid-19 has shrouded the world 
with uncertainty, the UAE’s handling 
of the pandemic and the various 
government initiatives are supporting 
the growth and recovery of the country. 
The real estate sector, specifically in 
Dubai, has shown astounding resilience 
in the first quarter of 2021 despite all the 
challenges caused by the pandemic to 
the economy and consumer spending 
and has started bouncing back, which 
manifests the potential of this sector. 

However, it is still early days. The true 
potential of the government’s initiatives 
and Expo 2020 on the real estate sector 
remains to be seen.

By Faizan Ahmed, Director and Samina 
Rangoonwala, Senior Manager, Audit & 
Assurance, Deloitte Middle East

Source: STR Report
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Transfer pricing audits 
in the GCC: 
Myth or hard reality?
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W ith the pandemic affecting all 
GCC economies already facing 
declining potential revenues 

from oil, there is mounting pressure on 
tax authorities to collect tax revenues in 
order to fund government expenditure 
and balance budget deficits. Within this 
context, Multinational Enterprises (MNEs) 
operating in the GCC are facing up to the 
harsh reality of TP audits. Or are they? 
And if so, what information is usually 
sought by the tax authorities during such 
audits? How do they use and interpret 
the information submitted during such 
TP audits?  

Overview of the current TP 
environment 
The introduction of fully-fledged TP 
regulations in countries like Saudi Arabia 
(KSA) and Qatar has caused a major shift 
in the tax landscape for multinationals 
operating in the region. We have 
also seen TP audits and related-party 
transaction adjustments introduced 
in jurisdictions where no formal TP 
regulations are in place, as in Oman and 
Kuwait.  

Fully-fledged TP regulations
The Zakat, Tax and Customs Authority 
(ZATCA)  introduced the TP Bylaws in 
KSA in February 2019, issuing additional 
compliance requirements and a statutory 
obligation for taxpayers to implement the 
arm’s length principle in their related-
party dealings for financial years ending 
31 December 2018 and beyond.

Taxpayers in the Kingdom are required to 
prepare and submit a TP Disclosure Form 
as part of their corporate tax return, 
which provides an overview of the entity’s 
related-party dealings (and among 
other things, the nature of transactions, 
transaction amounts and countries of the 
counterparties). Taxpayers are also re-
quired to prepare and maintain a three-
tiered documentation package consisting 
of the local and master file document 
and a Country-by-Country Report (CbCR). 

For the most part, the three-tiered 
documentation package is in line with the 
Organization for Economic Co-operation 
and Development (OECD) TP Guidelines. 
It is worth noting that the Income Tax 
Law contains an anti-avoidance provision 
dealing with mismatches in the pricing of 
related-party dealings compared to those 
of independent parties, which had been 
in place prior to the introduction of the 
TP Bylaws.  

In Qatar, where fully-fledged TP Reg-
ulations have also been introduced, 
taxpayers must comply with the arm’s 
length principle and the additional 
documentation requirements set forth 
in the regulations. These regulations are 
applicable for financial years starting on 
or after 1 January 2020. As in KSA, a TP 

The introduction of fully-fledged 
TP regulations in countries like 
Saudi Arabia and Qatar has 
caused a major shift in the tax 
landscape for multinationals 
operating in the region.
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commitments as members of the OECD’s 
Inclusive Framework, and to ensure their 
exclusion from the European Union’s 
Blacklist of Uncooperative Jurisdictions. It 
is unlikely that fully-fledged TP regulations 
will be introduced by the UAE or Bahrain 
until Corporate Income Tax (CIT) is 
introduced in these countries.

The UAE and Bahrain have 
both introduced CbCR and 
economic substance regulations 
due to their commitments 
as members of the OECD’s 
Inclusive Framework, and to 
ensure their exclusion from the 
European Union’s Blacklist of 
Uncooperative Jurisdictions.

disclosure form must be filed as part of 
annual corporate tax return and local 
and master file documentation must 
be maintained by taxpayers engaged in 
related-party dealings (certain thresh-
olds apply). Taxpayers exceeding certain 
thresholds must also submit their TP 
documentation to the tax authority on an 
annual basis.  

Limited or no TP regulations
Oman, with limited TP regulations in 
place to date and where the Income Tax 
Law contains a reference to arm’s length 
pricing, has also seen the tax authority be 
more active in challenging related-party 
dealings with low or no tax jurisdictions.
Based on recent developments in the 
Middle East’s tax and TP landscape, the 
country’s recent introduction of CbCR 
regulations and its falling oil revenues 
and spending cuts, it is likely that 
fully-fledged TP regulations could be 
introduced imminently. 

Kuwait has also seen several challenges 
by the tax authority to taxpayers’ related-
party dealings under the Tax Law which 
includes a reference to inter-company 
transactions. This has been in the form of 
deemed profit challenges, whereby the 
tax authority assesses a deemed profit 
margin based on the taxpayer’s business 
activities. Kuwait is not a member of the 
OECD’s Inclusive Framework, nor has the 
country introduced any other taxes (e.g. 
VAT) like other GCC member countries. It 
is unlikely that fully-fledged TP regulations 
will be introduced in Kuwait soon.  

The UAE and Bahrain have both 
introduced CbCR and economic 
substance regulations due to their 
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TP audits 
To date, we have seen TP audits and 
reviews commence in KSA and Oman. 
Minor TP audit activity has also been 
experienced by taxpayers in Qatar, which 
we expect to increase once the first TP 
compliance cycle is complete in 2021. 
As mentioned previously, taxpayers in 
Kuwait have also been subject to deemed 
profit challenges.

Triggers of a TP audit
In general, we have seen tax authorities 
like the KSA’s ZATCA select TP audits and 
enquiries based on the following criteria:

•  The value and nature of intra-group 
transactions (for example, intra-group 
royalty payments);

•  Entering into transactions with related 
parties located in low or no tax jurisdic-
tions or tax havens;

•  Consistent loss makers or those compa-
nies reporting low margins; 

•  Those companies involved in recent 
business restructurings.

Much of the above information is 
obtained from the taxpayer’s annual 
TP disclosure form, which provides 
tax authorities with an effective risk 
assessment tool.

Other sources of information used as 
part of a tax authority’s risk assessment 
process is the Multinational Enterprise’s 
(MNE’s) CbCR. Tax authorities in the 
GCC seem to be particularly interested 
in reviewing whether taxpayers are 
transacting with countries like the UAE 
or Bahrain, where the CIT rate is zero 
percent. Assessing the allocations of 
income and profits to these zero tax 
jurisdictions, as part of their Base Erosion 
and Profit Shifting (BEPS) risk assessment, 
is of particular interest.  

In KSA, CbCRs are a source of information 
we have seen ZATCA use during TP 
audits. We expect to see a similar trend 
in Oman once the tax authority receives 
its first set of reports by the end of 2021 
and the reports of other constituent 
entities through its CbC exchange 
network. Qatar, the UAE and Bahrain 
are non-reciprocal jurisdictions for CbCR 
purposes, meaning they will not receive 
any CbCRs from their CbC exchange 
network.

Overview of the audit process
At a high-level, the TP audit process 
usually starts with the tax authority 
requesting the taxpayer’s TP 
documentation, the group’s TP policy, 
intra-group agreements, and any other 
relevant supporting information. 

As a next step, the tax authority conducts 
a functional interview with the taxpayer 
whereby it seeks to better understand 
the taxpayer’s business, the latter’s
interaction with its related parties and 
other topics depending on the case, 

To date, we have seen TP audits and 
reviews commence in KSA and Oman. 
Minor TP audit activity has also been 
experienced by taxpayers in Qatar, 
which we expect to increase once the 
first TP compliance cycle is complete in 
2021.
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for example, establishing where and 
by whom critical business decisions 
are being made. In KSA, GAZT has 
been active in carrying out field audits 
and even carries them out during the 
COVID-19 pandemic, virtually. 

Additional information pertaining to the 
MNE’s transfer pricing arrangements 
can also be obtained via information 
sharing under the various double tax 
treaties concluded by the jurisdiction in 
question. We have seen many instances, 
for example in KSA, where ZATCA has 
requested information on the taxpayer’s 
overseas’ related parties, including 
financial statements, customer contracts 
and other information. This information 
has been used as primary evidence in TP 
disputes in KSA.

Once the tax authority is satisfied with 
the level of information collected, it 
will either close the case if no risks are 
identified or outline its position based 
on its understanding of the taxpayer 
and the information made available. 
The tax authority may communicate its 
position through draft tax assessments 
and provide reasons for TP adjustments. 
Alternatively, final tax assessments 
containing TP adjustments may be 
issued. Taxpayers are able to challenge 
these assessments through the available 
dispute procedures available in each 
jurisdiction. Taxpayers may also invoke 
the Mutual Agreement Procedure (MAP) 
in certain GCC jurisdictions to resolve 
any double taxation that may result from 
a TP adjustment. Some jurisdictions, as 
KSA, have formal settlement procedures 
whereby taxpayers may request the tax 
authority to settle the final 
assessments.

In many KSA audits, ZATCA have been 
issuing a comprehensive TP report 
alongside the draft tax assessments prior 
to finalizing its position (i.e. issuing final 
tax assessments). The TP report outlines 
the taxpayer’s position, the tax authority’s 
understanding, the proposed TP adjust-
ments and the legal basis for the pro-
posed adjustments. The taxpayer is given 
the opportunity to respond to the report 
and draft assessments and provide 
any additional information they deem 
relevant. After considering any additional 
information provided, if ZATCA’s position 
remains unchanged, the tax authority will 
issue final assessments.  

Tax authorities may conduct CIT, WHT 
and/or VAT audits alongside a TP audit. 
It is noted that no GCC jurisdiction to 
date has a formal Advance Pricing Agree-
ment procedure in place. However, tax-
payers have the ability to request rulings 
covering their intra-group transactions, 
where a rulings program is in place.

Tax authorities in the GCC 
seem to be particularly 
interested in reviewing 
whether taxpayers are 
transacting with countries like 
the UAE or Bahrain, where the 
CIT rate is zero.
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Insights into how tax authorities are 
administering their TP regulations 
and audits are being managed
While taxpayers can be confident about 
their TP documentation and pricing 
of their related-party transactions, it 
is important to understand how the 
information provided could be used and 
interpreted by the tax authority. 

KSA
ZATCA have a standalone TP team in 
place to administer the KSA TP Bylaws 
with TP information requests and audits 
having commenced as early as the sec-
ond half of 2019. Common TP challenges 
we see from ZATCA are:
•  A re-characterization of the function-

al profile of an entity to a limited risk 
service provider earning a stable return, 
especially in cases where the taxpayer is 
a loss maker or earning low margins; 

•  Applying profitability adjustments to a 
taxpayer’s operating financial results (in 
many cases, as a result of a functional 
recharacterization of the taxpayer);

•  Roll-back adjustments to prior tax years 
(up to 5 years) using the median of a 
benchmarking study produced by the 
taxpayer or ZATCA, although there is no 
provision in the TP Bylaws for a retro-
spective application; 

•  A re-characterization of inter-company 
loans to equity injections, where the 
borrower is not deemed by ZATCA to 
have the capacity to bear the risks asso-
ciated with the loan or make payments 
when they fall due;

•  The disallowance of royalty payments to 
related parties, especially where royalty 
payments are made over multiple years 

and/or to an affiliate located in a no or 
low tax jurisdiction; and

•  Introducing additional comparables to a 
taxpayer’s benchmarking set.

Of note is that TP adjustments are made 
to Zakat payers also and not restricted 
to corporate income taxpayers. Taxpay-
ers need to be wary that information 
provided in their disclosure form and TP 
documentation could be used in non-TP 
matters. For example, ZATCA has been 
issuing WHT assessments for related-par-
ty transactions included in the disclosure 
form or included within TP documen-
tation. ZATCA may reach a view that a 
certain transaction is subject to WHT or a 
higher rate of WHT than that already with-
held. Where a taxpayer has applied WHT 
on a bundle of transactions, ZATCA has 
reviewed information included in the TP 
documentation against the withholding 
tax returns to assess whether the correct 
rates have applied to various payments 
included in the bundle.  

Permanent establishment risks associ-
ated with a taxpayer’s head office entity 
or other overseas affiliates should be 
considered as part of any TP audit or 
review. ZATCA may attribute profits of an 
overseas affiliate based on information 
contained in the TP documentation of the 
taxpayer. 

VAT and customs on transfer pricing 
service payments and year-end adjust-
ments need to also be closely reviewed 
and accounted for correctly. ZATCA may 
review these transactions from a VAT and 
customs perspective to assess whether 
VAT and customs have been correctly 
applied.  

Qatar
Qatar would have only received the first 
set of TP disclosure forms in June 2021. 
It is unclear whether the General Tax 
Authority of Qatar employs dedicated TP 
specialists as part of their compliance or 
audit departments. However, we do fore-
see TP audits and disputes to significantly 
increase in the near future in Qatar as 
the tax authority collects its first round 
of data from the disclosure forms and TP 
documentation submitted by taxpayers. 

Oman
In Oman, where no fully-fledged TP 
regulations exist to date, we have seen 
the tax authority challenge local entities 
materially transacting with their affiliates 
in the UAE and Bahrain, where the CIT 
rate is at zero percent. Tax assessments 
containing arbitrary disallowances of 
related party expenditure in the range 
of 20—25 percent have been witnessed. 
These arbitrary adjustments are conclud-
ed as part of CIT audits and are based on 
the existing Income Tax Law.

It is interesting to see this approach in 
Oman where the counterparty is domi-
ciled in a no- or low-tax jurisdiction. It 
resembles part of the Pillar Two approach 
put forward by the OECD. The tax authori-
ty in a way is granting itself the right to tax 
related-party transactions where other 
jurisdictions have not exercised their 
primary taxing rights, or the payment is 
otherwise subject to low levels of effective 
taxation. We expect to see more sophis-
ticated TP reviews and audits in Oman 
once the country introduces fully-fledged 
TP regulations. 
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GCC TP Audits: Myth or hard reality? 
The introduction of TP regulations in the 
GCC and wider Middle East region has 
required global and GCC-headquartered 
MNEs to carefully review their allocation 
of income and profits to these countries 
and ensure they are in line with the arm’s 
length principle. 

In countries like KSA, we have seen an 
immediate response from the tax author-
ity actively administering and reviewing 
taxpayers’ TP affairs. Hence a similar 
response is expected from other tax 
authorities in the region as they introduce 
fully-fledged TP regulations.

In addition to having a robust TP policy 
and strong defendable TP documentation 
in place, MNEs should be aware of how 
their TP policy and supporting documen-
tation could be used and interpreted by 
the tax authority during a TP audit.  

In addition, TP has been an easy target 
for tax authorities across the world and 
the ME region is no exception, especial-
ly during these uncertain times when 
tax collection from other sources come 
under pressure due to economic and 
political factors. 

Given all these developments, corporate 
income taxpayers in the GCC are en-
couraged to review their open tax years 
especially FY 2016 to 2018 to assess 
exposures from a TP perspective. 

The increase in TP audits and disputes in 
the GCC region will translate into many 
cases being litigated in courts of each 

respective country. We are yet to see how 
these cases will be resolved at the judicial 
level given the technical complexity of cer-
tain TP cases and the lack of experience 
of the respective countries’ court systems 
in dealing with TP issues. Time will tell, 
but right now, TP audits in the GCC are a 
harsh reality for many MNEs and certainly 
no myth.

by Mohamed Serokh, Leader, Transfer 
Pricing, Hesham Lotfy, Director, Joy 
Mukherjee, Director, and Mohammed 
Abu-Hijleh, Manager, Transfer Pricing, 
Tax, Deloitte Middle East.

Endnotes
1. Formerly known as the General  
    Authority for Zakat and Tax (GAZT)

The introduction of TP regulations 
in the GCC and wider Middle 
East region has required global 
and GCC-headquarted MNEs to 
carefully review their allocation 
of income and profits to these 
countries and ensure they are in 
line with the arm’s length principle.
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The law of minimums
How a global minimum tax rate may impact large and profitable 
multinationals doing business in the Middle East.
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T he G7 Summit held in June in 
Cornwall, England, discussed a 
range of topics, from climate crisis, 

the distribution of the covid vaccines to 
developing nations, rebuilding economies 
and overall international tax issues. 
During that meeting, G7 finance ministers 
reached an agreement on the language 
endorsing Pillars One and Two of the 
Organization for Economic Co-operation 
and Development (OECD) Inclusive 
Framework project, including a specific 
reference to a 15 percent minimum tax 
rate.
 
As the leaders of the world’s wealthiest 
nations wrapped up their first in-
person summit since the outbreak of 
the pandemic, they released a joint 
communiqué underscoring areas of 
solidarity—and the differences that 
remain—when it comes to tackling a 
host of global crises. Additionally, on 
1 July 2021, the OECD/G20 Inclusive 
Framework (IF) on Base Erosion and 
Profit Shifting agreed a two-pillar solution 
to address the tax challenges arising 
from the digitalization of the economy. 

Out of 139 IF members, 130 members 
endorsed the introduction of a new 
global minimum tax rate of 15 percent. 
It is fair to say that the current global 
tax landscape has substantially changed 
from what it used to be 10 years ago. 
Today, we live in a connected world 
where decisions taken in one jurisdiction 
can potentially have tax impact in other 
parts of the world. Not to mention, as 
Gulf Cooperation Council (GCC) nations 
take a global eminence role in the world 
market, it is certainly important for all 
of us in the Middle East to be aware of 
what’s happening in the current global 
tax landscape, at least at a very high level. 
When the Base Erosion Profit Shifting 
(BEPS) initiative was introduced few years 
ago, the notion was that it wasn’t taken 
too seriously, as everyone doubted its 
relevance in this part of the region. And 
yet, here we are today in a globalized

world where, as businesses invest across 
various jurisdictions, all these tax topics 
are in some way relevant to us in either 
a direct or indirect way. Not to mention, 
from a corporate governance standpoint, 
global tax issues and any reputational 
risks that may arise from them have been 
at the forefront of boardroom and audit 
committee discussions.

The action now turns back to the OECD-
based Inclusive Framework (IF), which 
a majority of GCC countries are also 
members of. While IF is challenging, the 
impetus that this agreement will give to 
the entire process cannot be overstated. 
If this agreement were to move forward, 
this will be an important factor to 
consider for certain global multinationals 
that exceed certain thresholds.

A communique was issued on 5 June 
2021 that highlights that the United 
States, Japan, Germany, France, the UK, 
Italy and Canada have all found common 
ground to stop companies from shifting 
profits to low tax jurisdictions, as well 
as ensure that large multinationals pay 
more tax where they operate. The tax 
statement in the G7 finance ministers’ 
communique is as follows:

“We strongly support the efforts 
underway through the G20/OECD 
Inclusive Framework to address the tax 
challenges arising from globalization and 
the digitalization of the economy and to 
adopt a global minimum tax. We commit 
to reaching an equitable solution on the 
allocation of taxing rights, with market 
countries awarded taxing rights on at 
least 20 percent of profit exceeding a 10 
percent margin for the largest and most 
profitable multinational enterprises. We 
will provide for appropriate coordination 
between the application of the new 
international tax rules and the removal 
of all Digital Services Taxes, and other 
relevant similar measures, on all 
companies. We also commit to a global 
minimum tax of at least 15 percent on a 
country-by-country basis. We agree on 
the importance of progressing agreement 
in parallel to both Pillars and look forward 
to reaching an agreement at the July 
meeting of G20 Finance Ministers and 
Central Bank Governors”.

It is fair to say that the current 
global tax landscape has 
substantially changed from what 
it used to be 10 years ago. Today, 
we live in a connected world where 
decisions taken in one jurisdiction 
can potentially have tax impact in 
other parts of the world.
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The statement is certainly a major boost 
to the OECD’s Inclusive Framework, which 
has been working on implementing 
Pillars One and Two in the near future 
as part of a consensus-based solution; 
Yet it raises the question as to whether 
Middle East (ME) countries such as Qatar 
may have to increase their statutory tax 
rate of 10 percent to be aligned with the 
global minimum tax rate and avoid tax 
revenues being shifted to other advanced 
jurisdictions. It also raises the question 
whether zero tax rate jurisdictions such 
as Bahrain and the UAE have to consider 
introducing a corporate tax rate to be 
aligned with the new global minimum 
tax rate. The shift to a global minimum 
tax rate may reduce the incentive for 
large companies to declare profits in tax 
havens or low tax jurisdictions because 
the country in which the company is 
headquartered will be able to top up 
corporate tax payments to the global 
minimum effective level. It is noteworthy 
to mention that some large multinationals 
have stated that they have welcomed the 
G7’s latest move.

This is a major endorsement for the 
OECD’s long-standing effort to have 
a consensus-based solution among 
130-plus inclusive framework member 
countries, but may reduce the incentive 
for large companies to declare profits 
in tax havens or low tax jurisdictions 
because the country in which the 
company is headquartered will be able 
to top up corporate tax payments to 
the global minimum effective level. To 
better assess the magnitude, based on 
an OECD economic analysis estimate, the 
introduction of Pillar Two could generate 
up to 4 percent of global corporate tax 
revenue (i.e. almost US$100 billion) and a 
further US$100 billion could be re-shifted 
to market jurisdiction through Pillar One. 
While all of this could be challenging, the 
impetus that this agreement will give to 
the entire process cannot be overstated. 
If this agreement were to move forward, 

this will be an important factor to 
consider for certain global multinationals 
that exceed certain thresholds. Given that 
this is relatively new and might undergo 
further changes during the next OECD 
inclusive framework meeting, we will 
continue to monitor the situation and will 
provide further updates/guidance as we 
get more details. 

The agreement raises the question as to 
whether Middle Eastern (ME) countries 
may also have to introduce/increase 
statutory corporate tax rate to be aligned 
with the global minimum tax rate to 
avoid tax revenues being shifted to other 
advanced jurisdictions. While this may not 
be implemented in the immediate future, 
all indicators point to it being a matter of 
“when” and not a matter of “if”. The shift 
also raises major tax policy questions for 
the ME tax authorities. But while it may be 
difficult, it is certainly possible to create a 
corporate tax system that better reflects 
the changes in the global economy.

by Abi Man Joshi, Director, Tax, Deloitte 
Middle East

To better assess the 
magnitude, based on an OECD 
economic analysis estimate, 
the introduction of Pillar 
Two could generate up to 4 
percent of global corporate 
tax revenue.
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Taxing duty
The growing 
importance of 
customs in the GCC
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T he importance of government 
revenue collected from customs 
duties is increasingly important for 

most, if not all, markets within the GCC. 
Unsurprising, since the International 
Monetary Fund (IMF) estimated a loss 
of US$270 billion in revenues for GCC 
countries due to the sharp decline 
in oil prices exacerbated by demand 
loss from the Covid-19 outbreak. 
Governments across the region have 
introduced a range of measures to 
address the revenue deficit, including 
increasing customs duty rates in Saudi 
Arabia, or even increasing the VAT rate 
or expediting it (e.g. in Saudi Arabia and 
Oman respectively). 

For businesses operating in the GCC 
(like most other parts of the world), 
being compliant means access to 
faster customs processes, allowing the 
maximum use of trade facilities. Not 
being compliant means delays and 
unnecessary blocks. Therefore, it is of 
utmost importance that businesses 
understand their customs and trade 
processes, know their duty and tax 
burdens, set up and control the right 
data to ensure compliance.  It is also 
imperative that businesses ride the wave 
of the initiatives promoted by customs to 
facilitate and enhance trade in the region.

Customs authorities not only engage 
in fiscal duties but also in a range of 
non-fiscal tasks. Where customs on 
the one hand need to control the flow 
of goods, on the other, their role is to 
facilitate global trade offering all kind 
of simplified procedures on arrival and 
dispatch of goods. Customs authorities 
are an important stakeholder in the 
global supply chain involving the physical 
movement of goods. Customs duties, 

Value Added Tax (VAT), excises and other 
taxes due on importation are either 
collected and/or controlled by customs 
authorities at the point of entry. As 
such, a critical role for customs is to act 
as gatekeeper for funds collected on 
imports and their reallocation across the 
relevant authorities. 

In the Gulf region, we are witnessing a 
progressive development of a customer-
centric approach from tax authorities, 
whereby they have rolled out formal 
advanced ruling programs to engage 
in better dialogues with taxpayers and 
businesses. For instance, Saudi Customs 
have recently launched an advanced 
ruling regime that allows companies to 
obtain clarity on various technical matters 
including, origin, classification and 
valuation matters.  

Looking at the GCC trade statistics 
over the last few years, the volume of 
international and intra-GCC trade has 
increased manifold, further enhancing 

the role of the GCC customs authorities 
and their need to ensure adequate 
trade reporting and movement control 
infrastructure to manage this traffic. 

Across the region, we notice several 
automation platforms and digital 
initiatives that have been launched or 
enhanced. This ranges from the UAE’s 
Mirsal 2 platform to Saudi Arabia’s FASAH 
platform to name just a couple of the 
successful digital solutions, which have 
been working successfully at the customs 
borders. 

The launch and use of new disruptive 
technologies, such as Artificial Intelligence 
(AI), Machine Learning, Robotics and 
Blockchain allow efficient management 
of processes. Several GCC Customs 
authorities have embraced these 
technologies and are investing a lot 
in embedding them in their day-to-
day processes, significantly increasing 
effectiveness of controls, allowing for 
better and faster controls.

It is of utmost importance 
that businesses understand 
their customs and trade 
processes, know their duty 
and tax burdens, set up and 
control the right data to 
ensure compliance.
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Use of technology is also evident in the 
increasing level of data analytics used 
during customs audits in the region. 
The new technologies allow real time 
reporting, so it has become very easy to 
compare and analyze data.  

GCC customs authorities continue to 
play a pivotal role in the wider economy, 
to support economic operators and 
drive growth. The World Bank’s bi-annual 
Logistics Performance Indicator (LPI), 
which ranks countries and their customs 
administrations notes that most GCC 
customs authorities are aligned with their 
national Vision for Future statements 
and are enhancing their country’s LPI 
ranking. These rankings are important 
for businesses when choosing how and 
where to trade their goods. One of the 
key determinants of getting through the 
LPI ranking is by fostering better and 
efficient global trade infrastructure. Trade 
facilitations like Free Zones, Bonded 
warehouses, accreditation programs 
like Authorized Economic Operator, 
(industrial) exemption and suspension 
schemes are crucial instruments to 
facilitate trade. In order to benefit from 
such facilitations, companies need to 
be aware of the requirements and 
instructions/guidelines defined by the law 
and the customs authorities. 

Another area of focus is the GCC customs 
authorities’ role as a powerhouse of 
global trade data in the region. Customs 
import records are a holistic source 
of trade and supply chain data with 
information about importers, exporters, 
clearing agents, import values/prices, 
and nature of goods imported. Given the 
existence of customs duty in the region 
for a much longer timeframe compared 
to the newer tax regimes like VAT, we 
witness significant levels of data exchange 
between customs authorities and the 
relevant tax authority. This is evident 

in the nature of tax audits initiated and 
that often refer to data retrieved from 
customs import statements, which can 
often be obtained for several years. In 
the recent past, there appears to be 
a significant focus on multidisciplinary 
tax audits, whereby single point tax 
audits are being initiated to look into the 
customs, VAT, transfer pricing and direct 
tax position of businesses in a holistic 
way, whereby tax authorities in the region 
are requesting reconciliation of figures 
across tax filings (e.g. Zakat returns, VAT 
and customs bayan filings). Furthermore, 
in Saudi Arabia, the integration of the 
General Authority of Zakat and Tax (GAZT)
and Saudi Customs to form the ZATCA 
(Zakat, Tax and Customs Authority) 
confirms the consolidated approach 
authorities are adopting in the region. 
Looping back to the insurgence of digital 
technologies, this kind of information 
exchange between authorities would also 
imply better transparency and crossover 
of best practices. 

Reflecting on the various roles customs 
authorities play in the Middle East that 
range from trade facilitation, to revenue 
collection, social protection (in the context 
of movement controls) and overall 
promoting economic competitiveness, 
one can compare the role of customs 
to that of a referee on the soccer field, 
allowing players to play and to stop the 
match and correct when needed.

by Fernand Rutten, Middle East 
Customs and Global Trade Leader,  
Shaimaa Husseiny, Senior Manager, 
Customs and Global Trade, Tax, Deloitte 
Middle East and Reshma Sharma, 
Senior Manager, Customs and Global 
Trade, Tax, Deloitte, Middle East.

Use of technology 
is also evident in 
the increasing level 
of data analytics 
used during 
customs audits 
in the region. The 
new technologies 
allow real time 
reporting, so it has 
become very easy 
to compare and 
analyze data.
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Managing your 
financial crime risk
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T he Financial Action Task Force 
(FATF) assesses a country’s 
level of implementation of its 

recommendations on an ongoing 
basis, providing an in-depth description 
and analysis of each country’s system 
for preventing criminal abuse of the 
financial system. Getting an adverse 
FATF review has serious economic and 
social consequences for a country as it 
has the potential to restrict capital flows 
and increase the overall cost of doing 
business in the country.

It is no wonder therefore that countries 
take this evaluation seriously and 
publish laws and regulations enabling 
strong punishment for financial crime-
related offenses. Central banks are 
given supervisory powers to ensure 
that Financial Institutions (FIs) effectively 
adhere to regulations and follow 
international guidelines to support the 
country’s effort against Financial Crimes 
(FC): money laundering/terrorist financing 
and sanctions. While the probability 
of the risk occurring always exists, 
implementing effective controls can assist 
in mitigating that risk.

Being an integral part of the financial 
system, FIs need to ensure that FC risks 
are within the acceptable risk appetite of 
the FI and the country. FC risks faced by 
the FIs are primarily through the:

i)  geography and customer profiles, 
where the FI can accept or reject the 
inherent risk but cannot minimize it; 
and 

ii)  products and channels (offerings), 
where the FI can mitigate the inherent 
risk through the product/channel 
features. 

FIs can assess the effectiveness of the 
FC framework through conducting an 
enterprise-wide Financial Crime Risk 
Assessment (FCRA).

What is an FCRA?
An FCRA assesses the FC risks such 
as dealing with customers in high-risk 
jurisdictions, cross-border or cash-
based transactions and the anonymity 
of the transactions conducted by the FI. 
It allows FIs to identify FC risks, assess 
controls relating to these risks and 
subsequently strengthen or add any 
needed controls to mitigate or minimise 
the residual risk.Getting an adverse FATF review 

has serious economic and social 
consequences for a country as it 
has the potential to restrict capital 
flows and increase the overall cost of 
doing business in the country.
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• Step 1: Identify inherent risks
   Inherent risks are the risks that exist 
prior to implementing any mitigating 
controls. These risks vary between FIs, 
based on the target market, geographic 
operations, channels of service and the 
profile of their offerings.

•  Step 2: Identify and assess controls
  FIs need to implement controls to miti-
gate the inherent risks identified. These 
controls need to be assessed and tested 
on a regular basis in order to ensure that 
they remain effective in mitigating the 
evolving risks identified.        

• Step 3: Determine residual risks
  Depending on the outcome of the risk 
and controls assessment, FIs can take 
any of the plausible actions:
-  Accept the risk, based on its risk 

appetite;
- Mitigate the risk, by strengthening
  controls to bring the risk to an 
  acceptable level; or   
-   Reject the risk, i.e. stop offering the   
   product/channel or stop facilitating the    
customer/geography.

ST
EP

 3

Determine 
residual risks
• Reccomendations
• Risk appetite

Identify and 
assess controls
• Policies
• Processes
• Training
• Systems
• KYC/Due  
  diligence
• Record keeping
• Investigations
• STR Filings

ST
EP

 2

ST
EP

 1

Identify 
inherent risks
• Customers
• Products
• Channels
• Geography
• Qualitative

An FCRA follows a three-step approach:
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An FCRA methodology is usually based 
on international guidelines such as FATF, 
Wolfsberg, or the Financial Conduct 
Authority (FCA), and will identify FC 
typologies to assess inherent risks. These 
typologies signify possible FC risks facing 
the industry. While the risks may differ 
between offerings, all typologies should 
be assessed to ensure that the FI focuses 
its efforts and limited resources where 
the risk really lies.

While the risks may differ 
between offerings, all typologies 
should be assessed, even where 
the risk is not applicable, which 
enables the Fls to focus their 
limited resources where the risk 
really lies.
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The following are some of the challenges 
that may impede an efficient and effective 
FCRA outcome:

•  An unclear risk appetite relating to FC 
risks.

•  A poorly defined FCRA methodology 
and approach.

•  A lack of understanding of the FIs 
unique offerings.

•  A lack of buy-in and sponsorship from 
key stakeholders.

•  A mechanism to robustly and accurately 
capture the process and outcomes of 
the FCRA, such that recommendations 
can be tracked through implementation.

Tools and digital assets
There are various FC risk and compliance 
solutions that collect critical information 
to address gaps between the principles 
and practices in a FI’s compliance pro-
gram. From risk assessments and ratings 
to control effectiveness and other key 
performance indicators, these solutions 
enable FIs to have an aerial view of their 
threats and risks while operating in a 
global marketplace. The solutions are 
accelerator capabilities used to auto-
mate, reduce cost, improve consistency 
and ensure accuracy of FCRAs. It allows 
for a customized assessment structure 
to meet regulatory and organizational 
reporting requirements across geogra-
phies, operating groups and business 
units.

Below are a few features of the Solutions 
available to facilitate FCRAs 

•  Risk methodologies: Ready-made 
methodologies that can be used without 
modification or configuration to address 
specific organizational requirements. 
Configurable elements include ratings 
inherent risk, country risk, control 
effectiveness and residual risk, as well 
as calculation rules.

•  Risk analysis: To allow assessors to 
navigate the risk model, filtered by 
group and category for each risk factor 
and answering the risk indicators. 
Inherent risk ratings per risk factor 
is automatically calculated based on 
the risk model weightings and risk 
methodology.

There are various FC risk and 
compliance solutions that 
collect critical information to 
address gaps between the 
principles and practices in a 
FI’s compliance program. 
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•  Controls assessments: To provide 
a library of ready-made controls and 
allows for adding custom controls. 
Controls can be assessed for design 
effectiveness and operational 
effectiveness.

•  Reporting: Online, interactive drilldown 
report as well as the ability to export a 
pre-configured report in Microsoft Word 
format for further refinement.

With an estimated cost of US$11 trillion, 
a future estimated loss of US$10 trillion 
in earnings and with the world economy 
shrinking by 4.3 percent in 2020, no 
country can afford capital flows being 
restricted or the cost of doing business 
going up due to financial crime concerns. 
Regulators such as the CBUAE have been 
issuing guidance to assist FIs in mitigat-
ing FC risks and as FIs return to their 
business as usual, they need to conduct 
FCRAs to ensure that they have adequate 
and effective controls to mitigate any FC 
risk they may face.

by Muzzi Ebrahim, Partner and Saad 
Qureshi, Assistant Director, Financial 
Advisory, Deloitte Middle East
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Rise to the challenge
How customer 
experience trends are 
shaping CDO priorities 
in the Middle East
As current market trends re-shape customer experience 
in the region, we ask how is the Chief Digital Officer (CDO) 
adapting?
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Businesses are trying to respond 
by becoming truly digital and more 
customer-centric, but they realize 
that this requires transformation 
everywhere, across processes, 
technology and even culture.

A s one of the fastest-growing 
economies in the world, the 
Middle East also engulfs the 

world’s youngest population — that 
is expected to reach 580 million by 
2030 — is the largest repository of oil 
and gas, runs four out of the ten most 
significant sovereign wealth funds in 
the world, and is currently one of the 
top ten holders of US treasuries1. As 
such, many global corporations are 
putting in the effort to navigate and 
meaningfully enter this market to make 
use of the transformation the region 
is going through on all levels, politically 
and economically, and gain attractive 
returns on their investments, especially in 
fast-growing countries like Saudi Arabia, 
the United Arab Emirates (UAE), Qatar, 
Kuwait, Jordan and Egypt.

Key market trends in 2021
Current market trends in the region point 
to a tremendous change around the 
customer in every aspect. The explosion 
of new digital channels and the growing 
population of millennials and Gen Z in 
most countries in the Middle East are 
changing customer behavior and raising 
expectations. Accordingly, businesses 
are trying to respond by becoming 
truly digital and more customer-centric, 
but they realize that this requires 
transformation everywhere, across 

processes, technology and even culture. 
This applies to companies in the private 
sector, as well as governments and 
organizations in the public sector.

Customer Experience (CX) is being 
redefined by companies, governments, 
and tech firms such as Google, Amazon, 
Netflix, but also by software vendors like 
SAP and Salesforce. This is supported by 
an increased use of digital technologies, 
such as Virtual and Augmented Reality 
(VR/AR), Robotic Process Automation 
(RPA), Artificial Intelligence (AI), Machine 
Learning (ML), Internet of Things (IoT), 
5G and voice-assisted technology. This 
change in mindset is simply disrupting 
many industries and raising customer 
expectations even more.

As a result, new business models have 
been evolving alongside traditional trade 
and commerce. For example, Direct-to-
Consumer (D2C) model, subscription-
based products, customization of 
standard products and services, brand-
focused start-ups, joint ventures and 
partnerships, just to mention a few.

In addition, Covid-19 has created 
new, digital ways of living, working, 
and also being a customer, and the 
growing portfolio of consulting and 
implementation service offerings around 
Digitization, Innovation, and Digital 
Transformation today is creating a huge 
potential and opening new doors for 
companies that want to stay relevant in 
the market.
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In a region that is 
very much focused 
on growth and 
value creation, 
there is particularly 
high demand 
for end-to-end 
transformation 
consulting.

Impact on CDO priorities
These trends have clearly shaped 
the needs of most companies and 
organizations in the Middle East, and 
accordingly, defined the priorities of most 
CDOs. We see that CX remains a priority 
for most companies in the region, and 
96 percent of GCC businesses2 ranked 
it as a top priority as they aim to offer 
personalized experiences for consumers, 
patients, citizens and employees. In 2019, 
the global spend on CRM and Customer-
centric transformation amounted to 
US$48 billion, and it is estimated to reach 
US$113 billion by end-20273. More than 
half of this spend goes to consulting 
services around CRM/CX strategy and 
software implementation.

In a region that is very much focused 
on growth and value creation, there is 
particularly high demand for end-to-end 
transformation consulting, especially 
for Sales and Service capabilities, to 
achieve process efficiency for customers 
and employees, enabled by digital 
technology. Based on our conversations 
with business leaders in the region, 
the most relevant service offerings that 
CDOs and digital leaders seek guidance 
with include Customer Engagement and 
Insights, Customer Experience Strategy, 
Sales Automation, Digital Marketing, 
eCommerce, Direct to Consumer (D2C), 
Customer Service and Customer Loyalty. 
There is currently also an increased 
focus on data-driven omni-channel 
engagement leveraging leading cloud-
based CX platforms, especially SAP and 
Salesforce, to reduce the integration 
cost and minimize the risks around data 

privacy and data security, which is a very 
important topic in the Middle East. 
This is affecting most sectors, and we see, 
for example, that the Retail industry is 
being highly disrupted by new business 
models, such as D2C, and Retailers 
are trying to respond with new digital 
channels, own brands and product 
lines, as well as joint ventures and 
partnerships, to stay competitive in the 
marketplace.

Moreover, businesses across industries 
are trying to be more innovative and 
human-centric by using new agile ways 
of solving problems, like co-creation 
with their customers, leveraging Design 
Thinking techniques and user-centered 
design, experimenting with prototypes 
and Minimal Viable Products (MVPs), 
while keeping a clear focus on creating 
experiences and moments for customers 
and consumers to win their hearts and 
minds.

It is time for CDOs in the Middle East to 
lead the transition in their companies 
and organizations, and foster innovation 
and agility throughout all aspects of their 
digital transformation journey in order to 
drive economic prosperity and growth.

by Dr. Ahmed Hezzah, Director Digital 
Customer, Consulting, Deloitte Middle 
East

Endnotes
1. Atlantic Council 2020
2. YouGov Survey 2019
3. Market Watch – CRM Market 2020
    Global Industry Size

Deloitte | A Middle East Point of View - Summer 2021 | Customer Experience



40

Thought leadership 
publications from Deloitte

ME PoV provides you with a selection of Deloitte’s most 
recent publications accessible on Deloitte.com

Deloitte | A Middle East Point of View - Summer 2021 | Publications

Energy, Resources 
& Industrials

Impact of the oil 
industry crisis on the 
GCC and potential

Impact of the oil industry  
crisis on the GCC and  
potential responses

Consulting

2021 Deloitte Middle East 
Human Capital Trends
The social enterprise in a 
world disrupted: Leading 
the shift from survive to 
thrive

Deloitte Middle East FinTech Study
The Middle East, one of the world’s 
high potential FinTech ecosystems

IoT Governance
Internet of Things 
Governance framework

Adjusting Your Grip

IoT Governance
Governance framework Adjusting your grip

The social enterprise  
in a world disrupted
Leading the shift from survive to thrive
ME 2021 DELOITTE HUMAN CAPITAL TRENDS

Middle East FinTech Study | 1

Middle East FinTech Study
June 2020

TMT
Financial 
Advisory

Tech Trends 2020 - 
Middle East perspective

Deloitte Real Estate 
Predictions
Dubai 2021

Deloitte Middle East 
Family Office survey
The response and 
positioning to thrive

Middle East Real Estate 
Predictions: Dubai
2021
#RealEstatePredictions

The Middle East Impact 
Report 2020
Do. Inspire. 

Do. Inspire.
The Middle East 
Impact Report 2020



41

Life Sciences and 
Health Care

Energy, Resources 
& Industrials

2021 Deloitte Global 
resilience report

2021 global life sciences 
outlook
Possibility is now reality, 
sustaining forward 
momentum

2021 Global Health Care 
Outlook
Accelerating industry 
change

Building The Resilient 
Organization
2021 Deloitte Global Resilience Report

2021 global life sciences outlook
Possibility is now reality, sustaining forward momentum

2021 global health care 
outlook
Accelerating industry change

Retail

ME POV Spring 2021 l 
Back to work?

Global Powers of Luxury 
Goods 2020

Middle East

Back to work?

The end of the tunnel?
Dubai real estate trends
and outlook

Future-proof
Fuel retail market
paradigms

Are you in the zone?
Compliance in the GCC

Point of View
Published by Deloitte & Touche (M.E.) and distributed to thought leaders across the region | Spring 2021

Enhanced due
diligence
Facing the uncomfortable
truth

Diversity

Deloitte Insights 
Magazine

Middle East
Point of View

Understanding the pandemic’s impact 
on working women

Deloitte | A Middle East Point of View - Summer 2021 | Publications

Understanding  
the pandemic’s impact  
on working women
How employers can act now to 
prevent a setback in achieving 
gender parity in the workplace



42

Regional office
Gefinor Center, Block D 
Clemenceau Street
P.O. Box 5144-113
Beirut, Lebanon
Phone 444 748 1 (0) 961+
Fax 999 748 1 (0) 961+

Consulting
Emaar Square, Building 1, level 2
Downtown Dubai 
P.O. Box 4254 
Dubai, United Arab Emirates
Phone 8888 376 4 (0) 971+
Fax 8899 376 4 (0) 971+

Deloitte Digital Center
Al Ra’idah Digital City
Building: RDC IN 1 ,01st floor
Riyadh, Saudi Arabia
Phone  5900 404 11 (0) 966+

Financial Advisory 
Al Fattan Currency House
Building 1, DIFC
P.O. Box 112865
Dubai, United Arab Emirates
Phone  4700 506 4 (0) 971+
Fax  3637 327 4 (0) 971+

Risk Advisory
Emaar Square, Building 3, level 6
Downtown Dubai
P.O. Box 4254
Dubai, United Arab Emirates
Phone 8888 376 4 (0) 971+
Fax 8899 376 4 (0) 971+

Tax & Legal
Al Fattan Currency House
Building 1, DIFC 
P.O. Box 282056
Dubai, United Arab Emirates
Phone  4700 506 4 (0) 971+
Fax  3637 327 4 (0) 971+

 

Bahrain
Manama
United Tower
Bahrain Bay
P.O. Box 421
Manama, Kingdom of Bahrain
Phone 4490 721 1 (0) 973+
Fax 4550 721 1 (0) 973+

Cyprus
Nicosia
24 Spyrou Kyprianou Avenue
CY1075
Nicosia, Cyprus
Phone 360300 22 (0) 357+
Fax 360400 22 (0) 357+

Limassol 
Maximos Plaza, Block 3 ,1rd floor
213, Arch. Makariou III Avenue
CY3030
Limassol, Cyprus 
Phone 868686 25 (0) 357+
Fax 868600 25 (0) 357+

Egypt
Cairo
Nile City South Tower, 6th floor
2005 A Cornish El Nile
Ramlet Boulaq
Cairo, Egypt
Phone 09 199 246 2 (0) 20+
Fax 04 199 246 2 (0) 20+

Alexandria 
Madinet El Sayadla
Building No 10, Smouha 
Alexandria, Egypt 
Phone 4975 426 3 (0) 20+
Fax 4975 426 3 (0) 20+

Iraq
Erbil
Empire Business Complex 
Building C5 ,1th Floor 
Erbil, Iraq
Phone 3323 219 66 (0) 964+ 

Baghdad
Al Mansour, Al Amirat Street
District 601, Street 15, Villa no. 41
Baghdad, Iraq
Phone 6554 694 770 (0) 964+

Jordan
Amman
Jabal Amman 
190 Zahran Street
P.O. Box 248
Amman, Jordan
Phone 2200 550 6 (0) 962+
Fax 2210 550 6 (0) 962+

Kuwait
Kuwait City
Dar Al-Awadi Complex
Ahmed Al-Jaber Street, Sharq 
P.O. Box 20174 
Safat, Kuwait 
Phone 8844 2240 965+
Fax 8855 2240 965+

Lebanon
Beirut
Arabia House
131 Phoenicia Street
Ain Mreisseh
P.O. Box 961-11 
Beirut, Lebanon
Phone 700 364 1 (0) 961+
Fax 820 369 1 (0) 961+

Libya 
Tripoli
Tripoli Tower
P.O. Box 93645
Tripoli, Libya
Phone 1049 370 92 (0) 218+ 

Oman
Muscat
Minaret Al Qurum Building, 6th floor
Qurum Area, Muscat
P.O. Box 258 
Ruwi, Postal Code 112 
Muscat, Oman
Phone 7775 2481 (0) 968+
Fax 5581 2481 (0) 968+

Palestinian Territories
Ramallah
Al Mashreq Insurance Building
P.O. Box 447 
Ramallah, Palestinian Territories
Phone 4714 295 2 (0) 970+
Fax 4703 298 2 (0) 970+

Qatar
Doha
Al Ahli Bank Building 
Sheikh Suhaim Bin Hamad Street 
P.O. Box 431 
Doha, Qatar
Phone 1112 4434 (0) 974+
Fax 2131 4442 (0) 974+

Saudi Arabia
Riyadh
Prince Turki Bin Abdullah 
Al-Saud Street
Sulaimana Area
P.O. Box 213 
Riyadh 11411, Saudi Arabia
Phone 8400 282 1 (0) 966+
Fax 8428 282 1 (0) 966+

Al Khobar
ABT Building, Al Khobar 
P.O. Box 182
Dammam, Saudi Arabia
Phone 5700 668 13 (0) 966+ 
Fax 3931 887 3 (0) 966+

Jeddah
The Headquarters Business 
Park Tower
40th floor, Corniche Road
P.O. Box 442
Jeddah, Saudi Arabia
Phone 1000 578 12 (0) 966+

Sudan
Emaar Square, Building 3, level 6
Downtown Dubai
P.O. Box 4254
Dubai, United Arab Emirates
Phone 8888 376 4 (0) 971+
Fax  8899 376 4 (0) 971+

United Arab Emirates
Abu Dhabi
Al Sila Tower, 11th floor
Abu Dhabi Global Market Square
P.O. Box 990 
Abu Dhabi, United Arab Emirates
Phone 2424 408 2 (0) 971+
Fax 2525 408 2 (0) 971+

Dubai
Emaar Square, Building 3, level 6
Downtown Dubai
P.O. Box 4254 
Dubai, United Arab Emirates
Phone 8888 376 4 (0) 971+
Fax 8899 376 4 (0) 971+

Fujairah
Al-Fujairah National Insurance Co. 
Building, 6th floor
P.O. Box 462 
Fujairah, United Arab Emirates
Phone 2320 222 9 (0) 971+
Fax 5202 222 9 (0) 971+

Ras Al-Khaimah
Julphar Commercial Towers, 19th 
floor 
P.O. Box 435 
Ras Al-Khaimah, United Arab 
Emirates
Phone 8892 227 7 (0) 971+
Fax 7465 227 7 (0) 971+

Sharjah
United Arab Bank Building, 13th 
floor
Al Buhairah Corniche
P.O. Box 5470
Sharjah, United Arab Emirates
Phone 9500 517 6 (0) 971+
Fax 9501 517 6 (0) 971+

Yemen
Sana’a
Sana’a Trade Center
Algeria Street, Sanaa
P.O. Box 15655
Alsafyah, Yemen
Phone 374 448 1 (0) 967+ 
Fax  378 448 1 (0) 967+

Quick links

Website 
deloitte.com/middleeast 

Blog 
deloittemiddleeastmatters.com 

LinkedIn 
Deloitte

Facebook 
Deloitte 

Twitter 
@DeloitteME 
@DeloitteMEjobs 
@DeloitteKSA

Instagram 
deloittemiddleeast

Deloitte offices

Deloitte | A Middle East Point of View - Summer 2021 | Deloitte offices



Deloitte | A Middle East Point of View - Summer 2021 | 

43

What climate action will you 
take today?
The effects of climate change are significant. But together, we can drive
positive change. The time to act is now. Connect your actions to impact
and join the Deloitte #iAct campaign to empower yourselves with new
insights, take the climate assessment, and make a commitment!

For more information, visit the WorldClimate Hub on Deloitte.com
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