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Introduction

The state of Qatar has made the developmentof a competitive and
diversified economy one of its top priorities The first pillar of its
National Vision 203Q the economicdevelopmentpillar, is intendedto
optimize the use and the sustainability of QatarG natural resources
(oil andgasrevenues)

Recognizingthat the relianceon the abundantatural resourcedeft the
countryvulnerableto the dynamicfluctuationsof world energyprices,the
Qatari governmenthas massivelyinvestedits accumulatedoil and gas
revenuedn the nonoll activities by prioritizing investmentan different
sectorssuchastourism,sport,transporiandinfrastructure

A recurrentquestionthat arisesis whether these investments have
significantly contributed to diversify the economyof Qatar and delink
Its governmentrevenuesfrom the oil and gassector

Goal and objectives

C Goal: The aim of this paper is to investigate to what extent oil and gas
revenues have contributed to Qatar economic diversification.

C Objectives: Precisely we will answer the following questions:
A Do oil and gas revenues contributeQatar economic diversificatidh

A Does the Qatar economgsilientto negative oil prices shocks?
A Does theResource curse hypothebisld for the economy of Qatar?

Materials & Methods

A. Data sources and variables definitions

- Period:Quarterly data spanning froa®000Q1 to 201801 (T=75
observations).

- Variables definitions:

A Realoil and gasrevenueJROGR is the total oil and gasrevenues
(constantUS dollar2004).

A Nonoil real GDP ('Y "OQ Us the nonoil real gross domestic
product (constant US dollar 2004 is proxy of Economic
diversification.

A Realexchangeaate ('Y O)¥s definedsuchthat an increasemeansa

realdepreciatiorof the QatariRiyal.

Inflation rate is the quarterlychangesn the Qatariconsumeprices

Datasource All dataarecollectedfrom the centralbankof Qatarand

theInternationaEnergyAgency
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- Dummy variables DUO3 (lragcUs War, 20031-20031V), DUO5
(Liguefied Gas,200511-20061), DUO8 (Global FinancialCrisis, 2007Z1V-
201Q1V), DU14 (GCCecrisis,201411-20141V).
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Figurel: Real oil and gas revenues and real-abiGGDP in Qatar

B. Econometric Models
Two econometric approaches have been used:
- The A-B structural vector autoregressive® “Yw 0 Ympdel with exogenous

variables.
- The nonlinear autoregressive distributed g (Y Qmmodel.

B.1.The0 0 "Ywo0 "Yhodel
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Where,® represents tbé‘e Q) vector of the Yariables used in the analysis. The vector
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The relationship between the reduced form innovationsdnd the structural shocks
(6 isgivenbyo- 060

The model take the matrix form,

P T TU TT T ) ‘W T TU TI T[_?
® p 1 m Tl m & nmn nl|l°
W @ p T T - mmnoTnmnlo (2)
® © o p 7. momon oo T o
o w0 o plf QLS LN S LA

TARADRe ©ZVs" x

1)) M I{{11]]
' ! | ;: ! l |
{11 — ) | || | | S]] ] .

ymaote Economic

Vo SV N

A Gele

B2. NARDL mode/

The asymmetric autoregressive distributed lag (NARDL) model of Slaih @013
applied to the paper context is given by,
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Where,
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1%o IS the autoregressive parameters of the medeldnd— are the asymmetric

distributedlag parameter® is the error term which is supposed to be.ia
process with zero mean and constant variance.

The positive and negative asymmetric adjustment behavior from the initial
equilibrium (before the shock) to the new equilibrium (after the shock) are giver
respectively by,
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Results
Our main results can be summarized as follows:

1. ABT SVARX results (Shertin)

The responses of naml real GDP to negative shocks on real oil and
gas revenues are very limited ahd completely after one quarter.

A Resilience of the Qatar economy to negative oil and Gas revenues
shock.

Response to Structural VAR Innovations N 2 S.E.

(a) Response of RER to MORK_POS (b) Response of INF to MORK_POS (c) Response of RGDP to MORK_POS
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Fig. 2. Response of real Exchange rate, Inflation rate and total real GDP to asymmetric real oil pricgs
shocks (Real oil prices increases and decredtms, (1989 definition).
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(c) Response of RGDP to HAM1Y
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Fig. 3. Response of real Exchange rate, Inflation rate and total real GDP to asymmetric real oil pricgs
shocks (Net oil prices increases and decreases, Hanli®&) (definition).

Response to Structural VAR Innovations N2 S.E.

(b) Response of INF to MORK_POS (c) Response of RNGDP to MORK_POS

(a) Response of RER to MORK_POS

Fig. 4. Résﬁon%e of real E;<chganmge lraté, Inflation rate anebiieaal GDP to aéyrﬁmsetrié rsealgoiluprices
shocks (real oil and gas revenues increases and dectdaske$1989 definition).
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(c) Response of RNGDP to HAM1Y

(a) Response of RER to HAM1Y (b) Response of INFto HAM1Y
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Fig. 5. Response of real Exchange rate, Inflation rate anebitaaal GDP to asymmetric real oil prices
shocks (Net oil and gas revenues increases and decreases, Hafb@rdéfinition).

2. NARDL model results (Shednd Longrun)

C Shortrun:

AReal 0il and gasrevenueincreasesavea significantimpacton
the Qatareconomiadiversification (Tablel)

AQil and gas revenuesdecreasesioesnot have a significant on
nonoil economicactivity. (Tablel)

C Longrun: Only positive oil and gas revenue changeshave a
significantimpacton nonoil real GDP (1% increasan realoil and
gasrevenuesaiseghenon-olil realGDPby 0.71%). (Tablel)

The insignificanteffect of oil andgasrevenuesiecreas®n
the nonoil real GDPindicatetheresilienceof the Qatareconomic
to periodof oil pricedecreases

P §

+rR)ra pé
Dr. Lanouar Charfeddine

Dr. Karim Barkat

Table 1. NARDL estimation results for the real oil and gas revenues.

For the caseof total real GDP, the nonlinearerrortermis givenby & 0'Y'O0O0D T O'YOOY T O'YO'OY ] 0'YOY 1700 "0.0°Y6 refers
to heteroscedaticityest 6 "Gs the Breuschgodfreyserialcorrelationtest 'Y ‘O "Y'@&"the Ramseytestof misspecificationFor the last threetests,we usea lag
lengthequalto 2. (.) in parenthesigs the p-valueof theteststatisticof the nullity of the sumof the significantcoefficients

* Indicatessignificanceatthe 10% level.

** |ndicatessignificanceatthe5% level.

*** |ndicatessignificanceatthe 1% level.

Policy Implications

The implications and proposedrecommendationof our empirical
findingsare

A Pursuingthe processof economicdiversification and increasingits
speedmainly in periodsof rising oil andgasrevenuegbecause®f the
positiveimpactof O&G revenue®n RNGDP)

A Moving from a peggedocal currencywith the US. dollar to a more
flexible Currencyregime (the monetaryauthoritieswill re-gain the
monetarypolicy).

A The resilienceof the Qatar economyoffers a great opportunity to
Qatari policymakersto promotethe developmentof some specific
nonoil sectorsthat are characterizedoy their higher comparative
advantages

A Attracting foreigninvestorsandencouragehe creationof local small
and mediumsized enterprisesto supportthe developmentof non
hydrocarboractivities

i

Conclusions

Our studyshowsthatreal oil andgasrevenuesncreasefavea positive
and highly significant impact on the non-oil sector,which indicatethe
successat re-investing the oil and gas revenuesfor promoting and
developingthe nonoil sectors Furthermore,the insignificanceof the
coefficient associatedwith the real oil price decreasesndicatesthe
resilienceof the Qatareconomyandthe succesf Qataripolicymakers
In diversifyingtheireconomy
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The aim of this paper is to explore the short- and long-run asymmetric impact of oil prices shocks and oil and gas
revenues changes on the total real GDP, and the level of economic diversification of the Qatar economy. To this
end, two econometric approaches have been used: (1) the A-B structural vector autoregressive (AB — SVARX)
model with exogenous variables where four different asymmetric oil prices and oil and gas revenues measures
have been employed, and (2) the nonlinear autoregressive distributed lag (NARDL) model. The results show

that, in the short-run, the responses of both total real GDP and non-oil real GDP to negative shocks on real oil

ﬁgﬁzﬁ’@p prices and real oil and gas revenues are higher than the impact of positive shocks, indicating evidence for the ex-
Non-oil real GDP istence of asymmetric impact of shocks in the short-run. However, the results suggest that the impact of shocks
0Oil prices do not last more than three quarters. This evidence for the existence of asymmetric behavior is also confirmed by
0il and gas revenues the NARDL analysis, which shows that, in the long-run, positive oil prices shocks and oil and gas revenues
:&-R%\‘]"ARX changes have higher impact on the two proxies of economic activity than negative changes do. A result that con-

firms the resilience of the Qatar economy to negative shocks and the positive role played by the energy sector in
improving the Qatar economic diversification degree. Finally, the results show that the non-oil sector is
completely resilient to negative shocks in the long-run as the impact of negative shocks are insignificant on
JEL classification: the non-oil real GDP. Several policies aimed to improve the level of economic diversification of the country
c22 and delink the government revenues from oil and gas revenues are proposed and discussed.
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