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Free trade agreement with Gulf Cooperation
Council bolsters trade opportunities

Key points

e New Zealand has negotiated a free trade agreement with the Gulf
Cooperation Council (GCC), which comprises of the following countries:
Saudi Arabia, United Arab Emirates (UAE), Qatar, Kuwait, Bahrain, and
Oman.

e These countries combined currently account for 2.7% of New Zealand’s
exports, making them collectively our seventh-largest trade partner.

e Saudi Arabia and UAE are currently our main export markets within the
GCC, with dairy being the main export to both of these countries. Saudi
Arabia is also a significant market for mutton.

e New Zealand exports far outweigh our imports from GCC countries,
which are primarily oil.

e Current tariffs are relatively low, but elimination of these and improved
access will strengthen New Zealand’s trade in this region.

Background

New Zealand has secured a trade deal with the Gulf Cooperation Council
(GCCQC) just a couple of months after a deal with the United Arab Emirates
was announced. The GCC consists of six Middle Eastern countries: Saudi
Arabia, United Arab Emirates (UAE), Qatar, Kuwait, Bahrain, and Oman.
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The GCC has been in existence since 1981. It is a political and

economic alliance of six Middle Eastern countries with a purpose of
achieving unity among its members based on their common objectives and
their similar political and cultural identities.

These six countries have a collective population of 54 million, indicating
plenty of opportunity to increase our exports to this region. At present our
largest export to these countries is dairy products, but it is also an
important market for red meat, particularly mutton. Saudi Arabia and UAE
are currently our major markets within this region.
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In the year ended June 2024 New Zealand exported $2.61bn of total goods
and services to GCC countries while imports from this region were worth
just $448.11m, resulting in a positive trade balance of $2.17bn.

The trade agreement is yet to be signed by either party which needs happen
before it takes effect. The process of verifying and signing of the agreement
typically takes several months, but can take over a year to complete.

Current trade with GCC countries

Dairy is currently New Zealand’s most valuable export to this region,
accounting for approximately 75% of trade by value in the past 12 months.
Other important exports include meat and processed goods, and it is also a
growing market for seafood exports. Improved access to this market for
mutton is particularly welcome, as it may help absorb volume that has
recently been exported to China, with that country’s demand having
dropped away as their domestic pork production has recovered and their
consumers have turned more cautious with their spending.

Figure 1. NZ exports to Gulf Cooperation Countries by product, last 12m
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Of the GCC countries, United Arab Emirates is currently the most valuable
export market for New Zealand, followed closely by Saudi Arabia, with both
of these countries purchasing more than $1bn worth of goods in the last 12
months. Exports to Oman, Qatar, Kuwait and Bahrain are considerably
smaller in value.

Figure 2. NZ exports to Gulf Cooperation Countries by country, last 12m
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Highlights of the trade agreement

This agreement, along with the UAE free trade agreement, will remove more
than half of the tariffs on New Zealand’s trade to the Gulf region.

By year 10 the GCC FTA will eliminate 99% of tariffs on New Zealand’s
exports. The industries that will benefit most are those which already have
established trade with this region: dairy, red meat, and horticulture.

The GCC countries collectively import approximately 85% of their food.
There combined population is just shy of 60 million, meaning this is a
significant market for food exporters.

At present there is a 5% tariff on frozen meat exports to these countries,
but there are no tariffs on exports of chilled meat.

Dairy exports are also subject to a 5% tariff. At present there is no tariff on
exports of fruit from New Zealand.

Work on the FTA with the GCC commenced in 2007 and by 2009 was
nearing completion, but the deal was never finalised. Negotiations
recommenced in 2022, with the final round of negotiations occurring in
September.

The deal now needs to be signed by both parties and then legal processes
will commence to bring the agreement into force. This includes review by
Foreign Affairs, Defence and Trade Select Committee and a National Interest
Analysis. There will also be an opportunity for the New Zealand public to
make submissions on the FTA. Parliament will then consider the legislation
required to implement the agreement.

The GCC also has trade agreements with Singapore and the European Free
Trade Association States (ie Iceland, Liechtenstein, Norway, and
Switzerland). It does not have trade agreements with some of the other
major supplies of dairy products, such as the EU, or suppliers of red meat
(ie Brazil & Australia). However, the GCC is planning more FTAs, including
an agreement with the EU. So New Zealand’s short-term advantage may not
last too long.

Summary

The current tariffs that apply to exports to the GCC states are not
substantial, but reducing them to zero will provide New Zealand with an
advantage over its trade partners.

The agreement will also make it easier to do business in these countries and
New Zealand businesses will have guaranteed access to central government
contracting opportunities. It will also be easier for New Zealanders to work
in this region as our companies will have access to a range of visas.
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