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Abstract 

This paper investigates the dynamic trade and investment strategies of 
the Gulf Cooperation Council (GCC) states, emphasizing the deliberate 
incorporation of artificial intelligence (AI) via sovereign wealth funds 
(SWFs) and international private equity (PE) alliances. Utilizing a 
qualitative methodology that analyzes policy frameworks, trade pacts, 
and secondary literature, it contends that GCC SWFs—overseeing 
roughly $5 trillion in assets by early 2025—are strategically channeling 
AI investments to transition from economies dominated by 
hydrocarbons (historically comprising over 70% of exports) toward 
enhanced digital sovereignty and diversified non-oil sectors. This form 
of “investment diplomacy” is evident in Comprehensive Economic 
Partnership Agreements (CEPAs) and Free Trade Agreements (FTAs), 
which now routinely integrate provisions for digital trade, intellectual 
property (IP) safeguards, and resilient supply chains for 
semiconductors and quantum technologies. Nevertheless, this 
paradigm encounters significant hurdles, such as entrenched reliance 
on U.S.-dominated tech infrastructures amid intensifying U.S.-China 
geopolitical competition, heightened surveillance vulnerabilities, and 
the exacerbation of intra-regional disparities. Economic forecasts 
suggest AI could inject up to $320 billion into the Middle East’s GDP by 
2030, with the UAE poised for a 14% uplift, yet achieving fair 
distribution relies on comprehensive ethical guidelines. The study 
delivers an impartial assessment, illuminating prospects for 
geo-economic fortitude alongside perils in the GCC’s quest for 
sustainable advancement. 
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Introduction 

The Gulf Cooperation Council (GCC) states—Bahrain, Kuwait, Oman, 
Qatar, Saudi Arabia, and the United Arab Emirates (UAE)—are 
navigating a critical juncture in their economic development, marked by 
an urgent need to transition away from heavy reliance on hydrocarbon 
exports. Historically, oil and gas have dominated the GCC’s economic 
landscape, accounting for over 70% of total exports and rendering 
these economies vulnerable to fluctuations in global energy prices, 
environmental pressures, and the accelerating shift toward renewable 
energy sources worldwide (World Bank, 2025). This dependency has 
exposed the region to risks such as fiscal instability, limited job creation 
in non-oil sectors, and geopolitical leverage held by energy importers. 
In response, GCC nations have launched ambitious national visions, 
including Saudi Arabia’s Vision 2030 and the UAE’s AI Strategy 2031, 
which prioritize diversification into knowledge-based economies 
through investments in digital technologies, particularly artificial 
intelligence (AI). Central to this transformation is the strategic role of 
sovereign wealth funds (SWFs) and partnerships with global private 
equity (PE) firms, which are channeling vast resources—collectively 
managing approximately $5 trillion in assets as of early 2025, with 
projections to grow to $7.3 trillion by 2030 and representing over 40% 
of global SWF holdings—toward AI-driven initiatives (DiploFoundation, 
2025; LinkedIn, 2025). 

The core problem addressed in this paper is the complex interplay 
between the GCC’s pursuit of digital sovereignty and economic 
resilience through AI commodification, and the inherent challenges of 
technological dependency, geopolitical tensions, and unequal 
development outcomes. Specifically, while AI investments promise to 
catalyze non-oil growth and enhance global competitiveness, they are 
reshaping trade and investment architectures in ways that amplify 
vulnerabilities. Traditional free trade agreements (FTAs), once primarily 
focused on tariff reductions for physical goods, are now evolving into 
sophisticated instruments that embed digital trade rules, intellectual 
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property (IP) protections for AI innovations, semiconductor supply 
chain safeguards, and even quantum computing protocols. However, 
this shift occurs amid intensifying U.S.-China rivalry, where GCC states 
risk becoming entangled in export controls, surveillance ethics, and 
restricted access to cutting-edge technologies, potentially exacerbating 
intra-regional inequalities and hindering true autonomy (Carnegie 
Endowment for International Peace, 2025a; ADHRB, 2025). 

The aim of this research is to critically examine how GCC SWFs are 
leveraging AI investments as tools of “investment diplomacy” to 
redefine the region’s trade and investment priorities, while providing a 
balanced assessment of the opportunities and risks involved 
(DiploFoundation, 2025). By analyzing the integration of AI into 
Comprehensive Economic Partnership Agreements (CEPAs) and 
FTAs, the study seeks to uncover how these mechanisms facilitate 
diversification and geo-economic leverage, but also perpetuate 
dependencies on U.S.-dominated tech ecosystems and raise ethical 
concerns over data privacy and authoritarian surveillance. The scope 
of the research is multifaceted and structured as follows: it begins with 
a literature review comparing historical hydrocarbon-centric trade 
protocols to current digital-focused ones, including financial projections; 
employs a qualitative methodology based on thematic analysis of 
policy documents, SWF reports, and secondary sources from 
2024-2025; explores the investment nexus involving key SWFs like the 
Public Investment Fund (PIF) and Mubadala, and their global PE 
collaborations; assesses AI’s transformative impact on trade 
negotiation protocols through country-by-country and area-by-area 
analyses (e.g., digital trade, fintech, semiconductors, and quantum 
computing); evaluates geopolitical conditioning, including engagements 
with the U.S., China, Europe, and emerging markets; and concludes 
with implications for equitable growth, projecting AI’s potential $320 
billion contribution to the Middle East economy by 2030 (PwC, 2018). 
This scope is limited to publicly available data, focusing on the GCC as 
a collective while highlighting country-specific variations, and 
emphasizes a rigorous, honest critique of optimistic narratives to inform 
policy recommendations for sustainable digital transformation. 
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Methodology 

This study employs a qualitative methodology, drawing on document 
analysis of GCC trade agreements (e.g., CEPAs with India, Australia), 
SWF reports, and secondary sources from 2024-2025. Data were 
sourced from official repositories (e.g., UAE Ministry of Economy, 
WTO) and academic databases. Thematic analysis identified patterns 
in investment priorities and their trade manifestations, with triangulation 
via multiple sources to ensure rigor. Limitations include reliance on 
publicly available data, potentially underrepresenting classified 
investments. 

Literature Review 

Scholarly discourse on GCC economic diversification has evolved from 
hydrocarbon-centric analyses to examinations of digital transitions. 
Early works emphasized SWFs as stabilizers of oil revenues (Fasano 
and Iqbal, 2003), but recent studies highlight their role in tech 
investments (Skadden Arps, 2025; Chronograph, 2025). The concept 
of “investment diplomacy” frames SWFs as tools for geopolitical 
influence (DiploFoundation, 2025; Yale Journal of International Affairs, 
2025). 

On AI’s integration into trade, literature underscores how digital 
protocols in agreements like CEPAs promote e-commerce and IP 
protection (DFAT, 2025a; MFAT, 2025). However, critical perspectives 
warn of “digital sovereignty” challenges, where GCC states navigate 
U.S.-China rivalry by hedging investments (Carnegie Endowment for 
International Peace, 2025b; The Diplomat, 2025). Surveillance risks 
are prominent, with AI enabling authoritarian controls (SMEX, 2025; 
PMC, 2022). Economic projections vary, but consensus points to $320 
billion in AI-driven growth by 2030, with the UAE benefiting most (PwC, 
2018; Carnegie Endowment for International Peace, 2025c). 

A key expansion in this review involves comparing the trade and 
investment protocols pursued by GCC countries historically versus 
currently, incorporating financial comparisons and projections. 
Historically, GCC trade protocols were primarily tariff-focused and 
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hydrocarbon-centric. For instance, early FTAs, such as the 
GCC-Singapore FTA (2013) and GCC-EFTA FTA (2009), emphasized 
reducing tariffs on goods, services, and investment in traditional 
sectors like energy and manufacturing, with limited provisions for digital 
elements (GCC Secretariat, 2025). Intra-GCC trade was facilitated 
through the 2003 Customs Union, which harmonized tariffs but focused 
on physical goods, achieving only modest growth—e.g., intra-GCC 
merchandise trade stood at approximately $100 billion in 2015, 
representing about 6% of total GCC trade (World Bank, 2025). 
Investments via SWFs were conservative, with allocations heavily 
skewed toward fixed income (60-70%) and real estate (20-30%), 
totaling around $2.5 trillion in AUM by 2015, primarily stabilizing oil 
revenues rather than driving innovation (Fasano and Iqbal, 2003; 
Global SWF, 2025). 

In contrast, current protocols reflect a digital shift, embedding AI, data 
flows, and tech safeguards. By 2025, the UAE alone has signed 26 
CEPAs, including with India, Australia, and Malaysia, which prohibit 
duties on electronic transmissions, mandate data localization, and 
protect AI-related IP (Arab News, 2025; WAM, 2025). GCC-wide efforts 
include negotiations for an FTA with India, projected to boost bilateral 
trade from $160 billion in 2024 to $250 billion by 2030, with clauses on 
semiconductor supply chains (SSGA, 2025; IISS, 2025). This marks a 
departure from pre-2020 protocols, where digital trade was marginal 
(e.g., less than 5% of FTA provisions), to now comprising 20-30% of 
agreements, aligning with the GCC’s digital transformation strategy 
(IMF, 2025b). 

Financial comparisons underscore this evolution. Pre-digital shift 
(pre-2020), SWF investments in tech/AI were minimal—less than 5% of 
portfolios, with total GCC SWF AUM at $3.5 trillion and annual tech 
deployments under $10 billion (EY, 2025a). By 2025, AI allocations 
have surged, with MENA SWFs deploying $165 billion in direct 
investments, a 59% AUM increase since 2020, and AI-specific deals 
rising fivefold in the past year (Deloitte, 2025; CNBC, 2024). For 
example, PIF and Mubadala have invested over $50 billion in AI 
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ventures like OpenAI and G42, compared to negligible amounts a 
decade ago (McKinsey, 2024). 

Equity and financial projections highlight sustained growth. SWF AUM 
is forecasted to reach $7.3-$8.8 trillion by 2030 at a 6% CAGR, driven 
by AI and private equity (EY, 2025a; PwC Middle East, 2025). AI’s 
economic contribution to the GCC is projected at $260-320 billion by 
2030, equating to 14% of UAE GDP ($96 billion) and boosting overall 
non-oil growth to 4-5% annually (PwC, 2018; Khaleej Times, 2025). 
However, uneven adoption may exacerbate inequalities, with smaller 
GCC states like Bahrain lagging behind (Carnegie Endowment for 
International Peace, 2025c; McKinsey, 2024). VC markets in the GCC 
are expected to hit $10 billion by 2030, fueled by SWF-led AI funds 
(Ashurst, 2025). 

Gaps exist in integrating these themes: few studies holistically link 
SWF AI investments to trade instrument manifestations while 
addressing ethical and geopolitical risks. This paper bridges this by 
adopting a balanced, rigorous approach. 

Historic Review of Free Trade Agreements Involving the GCC and 
Its Member Countries 

This historic review compiles all known Free Trade Agreements (FTAs) 
and equivalent pacts, such as Comprehensive Economic Partnership 
Agreements (CEPAs) for the UAE, signed by the Gulf Cooperation 
Council (GCC) as a bloc and its member countries: Bahrain, Kuwait, 
Oman, Qatar, Saudi Arabia, and the United Arab Emirates (UAE). The 
GCC was established in 1981 to promote economic integration among 
its members, initially focusing on a common market and customs union 
before pursuing external FTAs, driven by the need to reduce 
hydrocarbon dependency and enhance global trade ties following WTO 
accessions between 1994 and 2005 (Ministry of Economy & Tourism - 
UAE 2025; Wikipedia 2025). Data is drawn from official sources, 
including WTO records, government websites, and analytical reports, 
up to October 20, 2025 (WTO 2025; US State Department 2025a). The 
review is organized first by the GCC bloc, with a chronological timeline 
explaining the evolution from regional pacts to global agreements, 
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followed by individual countries alphabetically. Each entry includes 
signing dates, entry into force dates (where applicable), partners, key 
features (e.g., tariff reductions, coverage of services, investment, and 
digital elements), and status (e.g., in force, signed but not ratified, 
suspended, or ongoing negotiations). Note that many GCC-wide FTAs 
apply uniformly to all members, providing collective benefits like 
harmonized tariffs, while individual countries, particularly the UAE 
post-2020, have pursued bilateral deals to accelerate diversification 
into non-oil sectors like technology and finance. CEPAs are treated as 
FTA equivalents due to their broad scope, encompassing trade in 
goods, services, investment, intellectual property, and increasingly 
digital protocols amid the rise of AI and e-commerce (Aurifer 2024; Gulf 
Business 2025). 

GCC Bloc Free Trade Agreements: Historical Timeline 

The GCC’s trade strategy has progressed from internal harmonization 
in the 1980s—exemplified by the 1983 Unified Economic Agreement 
creating a free trade area among members—to external FTAs in the 
2000s, motivated by post-2008 global financial crisis pressures and the 
push for non-oil revenue through diversified partnerships (IISS 2025; 
European Union 2025). Early agreements emphasized Arab regional 
integration, while recent ones incorporate sustainable development, 
digital trade, and energy security clauses. As of 2025, the GCC has 
four FTAs in force, with several signed or under negotiation. The GCC 
Customs Union, effective from 2003, established a common external 
tariff averaging 5% on most goods, laying the groundwork for bloc-wide 
negotiations by enabling unified bargaining (Ministry of Economy & 
Tourism - UAE 2025; Wikipedia 2025). 

● 1981: Agreement on Facilitating and Developing Inter-Arab 
Trade (part of Greater Arab Free Trade Area - GAFTA) 
 Partners: Arab League members (including all GCC states). 
 Signing Date: February 1981 (GCC ratified as bloc). 
 Entry into Force: January 1, 1998 (full implementation by 2005). 
 Key Features: Eliminates tariffs on goods of Arab origin, 
promotes intra-Arab trade through annual duty reductions of 
10% until zero, and facilitates customs procedures; this pact has 
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boosted Arab trade to over $100 billion by 2020, though 
non-tariff barriers like standards and logistics remain challenges 
(Ministry of Economy & Tourism - UAE 2025; China Briefing 
2025). 
 Status: In force. 
 

● 2003: GCC Customs Union 
 Partners: GCC members (internal). 
 Signing Date: December 2001 (amendment to Unified 
Economic Agreement). 
 Entry into Force: January 1, 2003 (full implementation delayed 
to 2015). 
 Key Features: Establishes a common external tariff of 5% on 
average for non-GCC goods, allows free movement of goods, 
services, and capital among members, and serves as a 
foundation for external FTAs by creating a unified market; 
intra-GCC trade has grown to $150 billion by 2023, supporting 
diversification efforts (Ministry of Economy & Tourism - UAE 
2025; IISS 2025). 
 Status: In force. 
 

● 2008/2013: GCC-Singapore FTA 
 Partners: Singapore. 
 Signing Date: December 15, 2008. 
 Entry into Force: September 1, 2013. 
 Key Features: Eliminates tariffs on 99% of goods, covers 
services, investment, and intellectual property; as the GCC’s first 
FTA with an Asian nation, it has enhanced non-oil trade, with 
bilateral volumes reaching $20 billion by 2024 through sectors 
like logistics and finance (Ministry of Economy & Tourism - UAE 
2025; Wikipedia 2025). 
 Status: In force. 
 

● 2009/2014: GCC-EFTA FTA 
 Partners: European Free Trade Association (EFTA: Iceland, 
Liechtenstein, Norway, Switzerland). 
 Signing Date: June 22, 2009 (signed in Hamar, Norway). 
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 Entry into Force: July 1, 2014. 
 Key Features: Provides duty-free access for industrial goods 
immediately, liberalizes services and investment, includes 
protections for intellectual property and sustainable development 
clauses; bilateral trade has surpassed $10 billion by 2023, 
focusing on energy and technology exchanges (Ministry of 
Economy & Tourism - UAE 2025; EFTA 2025). 
 Status: In force. 
 

● 2023: GCC-South Korea FTA 
 Partners: South Korea. 
 Signing Date: December 28, 2023. 
 Entry into Force: Not yet (ratification pending as of October 
2025). 
 Key Features: Covers goods, services, digital trade, and energy 
cooperation; anticipated to increase bilateral trade from $100 
billion in 2022 by 20%, emphasizing electronics and renewables 
(Wikipedia 2025). 
 Status: Signed, pending entry into force. 
 

● 2024: GCC-Turkey FTA 
 Partners: Turkey. 
 Signing Date: March 2024. 
 Entry into Force: Not yet (as of October 2025). 
 Key Features: Liberalizes trade in goods and services, aims to 
elevate bilateral trade to $30 billion through sectors like 
construction and halal products (Wikipedia 2025; Bilaterals.org 
2025). 
 Status: Signed, pending entry into force. 
 

● 2024: GCC-Japan FTA 
 Partners: Japan. 
 Signing Date: December 2024 (negotiations concluded, 
tentative signing). 
 Entry into Force: Pending. 
 Key Features: Emphasizes energy security, technology transfer, 
and investment; revives talks from 2006, targeting enhanced 
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cooperation in AI and clean energy (Wikipedia 2025; 
Bilaterals.org 2025). 
 Status: Signed or imminent. 
 

● 2025: GCC-Malaysia FTA 
 Partners: Malaysia. 
 Signing Date: May 2025 (tentative, negotiations launched). 
 Entry into Force: Pending. 
 Key Features: Focuses on palm oil, halal trade, and digital 
services; aims to strengthen ASEAN-GCC ties (Wikipedia 2025; 
ADB 2025). 
 Status: Signed or imminent. 
 

Ongoing/Suspended Negotiations: 

● GCC-EU FTA: Started in 1990, suspended in 2008 (resumed in 
2022, ongoing as of 2025 with focus on digital and sustainable 
trade) (European Union 2025; IISS 2025). 
 

● GCC-China FTA: Launched in July 2004, ongoing with recent 
rounds in 2025 emphasizing energy and tech (China Briefing 
2025). 
 

● GCC-India FTA: Initiated in 2006, ongoing with expected 
conclusion in 2025, projecting trade growth to $250 billion 
(Wikipedia 2025; Bilaterals.org 2025). 
 

● GCC-UK FTA: Started in 2022, with three rounds by 2023, 
ongoing (European Union 2025). 
 

● GCC-Australia FTA: Negotiations since 2007, ongoing 
(Wikipedia 2025). 
 

Bahrain Free Trade Agreements 
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Bahrain’s FTAs are primarily through the GCC bloc, supplemented by a 
key bilateral agreement with the US, reflecting its focus on services, 
investment, and financial hub status since the 2000s (Ministry of 
Finance and National Economy - Bahrain 2025; Bahrain EDB 2025). 
This approach has helped Bahrain expand global reach, reducing trade 
costs and boosting exports in banking and logistics. 

● Through GCC: All GCC bloc FTAs apply (e.g., GAFTA 1998, 
Customs Union 2003, Singapore 2013, EFTA 2014, etc.) 
(Ministry of Finance and National Economy - Bahrain 2025). 
 

● US-Bahrain FTA: Signing Date: September 14, 2004. Entry into 
Force: August 1, 2006. Key Features: Eliminates tariffs on 100% 
of consumer and industrial goods, covers services and IP; 
bilateral trade reached $3 billion by 2024 (USTR 2025a; US 
State Department 2025b). Status: In force. 
 Ongoing: Benefits from GCC negotiations (e.g., UK, India) 
(Bilaterals.org 2025). 
 

Kuwait Free Trade Agreements 

Kuwait has no major standalone bilateral FTAs, relying predominantly 
on GCC bloc deals, with a Trade and Investment Framework 
Agreement (TIFA) with the US serving as a precursor for potential 
future pacts (Trade.gov 2023; US State Department 2025c). This 
conservative approach aligns with Kuwait’s focus on investment 
treaties rather than comprehensive trade liberalization. 

● Through GCC: All GCC bloc FTAs apply (e.g., GAFTA 1998, 
Customs Union 2003, Singapore 2013, EFTA 2014, etc.) 
(Trade.gov 2023). 
 

● US-Kuwait TIFA: Signing Date: February 2004. Entry into 
Force: Immediate (framework only). Key Features: Establishes 
dialogue on trade and investment, not a full FTA; supports 
bilateral economic ties (Trade.gov 2023; UNCTAD 2025a). 
Status: In force, no FTA advanced. 
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 Ongoing: GCC-wide (e.g., China, India) (China Briefing 2025). 
 

Oman Free Trade Agreements 

Oman maintains FTAs mainly through the GCC, with a notable bilateral 
agreement with the US, emphasizing duty-free access and investment 
to support its Vision 2040 diversification goals (US Embassy Oman 
2025; Oman Customs 2025). 

● Through GCC: All GCC bloc FTAs apply (Invest Oman 2025). 
 

● US-Oman FTA: Signing Date: January 19, 2006. Entry into 
Force: January 1, 2009. Key Features: Duty-free on all goods by 
2019, covers services and investment; bilateral trade $3.5 billion 
by 2024 (US Embassy Oman 2025; USTR 2025b; US State 
Department 2025d). Status: In force. 
 Ongoing: GCC-wide (Invest Oman 2025). 
 

Qatar Free Trade Agreements 

Qatar has no completed standalone bilateral FTAs, depending on GCC 
agreements, though it has extensive investment treaties and a recent 
trade deal with Turkey (Qatar Free Zones 2025; Trade.gov 2025a). 
This strategy supports Qatar’s post-2017 blockade resilience through 
diversified partnerships. 

● Through GCC: All GCC bloc FTAs apply (Trade.gov 2025a). 
 

● US-Qatar FTA: Negotiations started 2004, on hold since 2006. 
Key Features: Part of Middle East Free Trade Area initiative. 
Status: Suspended (UNCTAD 2025b). 
 

● Turkey-Qatar Trade and Economic Partnership Agreement: 
Entry into Force: August 1, 2025. Key Features: Eliminates 
customs duties on many goods, regulates technical standards; 
aims to raise trade from $1 billion to $5 billion (New Economy 
2025; Turkish Minute 2025). Status: In force. 
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 Ongoing: GCC-wide; bilateral investment agreements with over 
60 countries (Qatar Free Zones 2025; UNCTAD 2025b). 
 

Saudi Arabia Free Trade Agreements 

Saudi Arabia spearheads GCC negotiations without standalone 
bilateral FTAs, focusing on investment treaties and TIFAs to support 
Vision 2030 (GAFT 2025; US State Department 2025e). It has led 
efforts in GAFTA and the Customs Union. 

● Through GCC: All GCC bloc FTAs apply, with Saudi Arabia as a 
key driver (GAFT 2025). 
 

● No standalone bilateral FTAs; TIFAs with the US (2003) and 
others provide frameworks for trade dialogue (US State 
Department 2025e; Bilaterals.org 2025). 
 Ongoing: Leads GCC-UK, GCC-China; bilateral talks with 
Indonesia (2024) (GAFT 2025). 
 

United Arab Emirates Free Trade Agreements 

The UAE has the most proactive program, signing over 27 CEPAs 
since 2021 under “Projects of the 50” to drive non-oil growth, alongside 
GCC FTAs and early bilaterals (Gulf Business 2025; Ministry of 
Economy & Tourism - UAE 2025). This has projected an annual trade 
boost of $200 billion through digital and investment focus (Aurifer 2024; 
Hourani Partners 2025). 

● Through GCC: All GCC bloc FTAs apply (Ministry of Economy & 
Tourism - UAE 2025). 
 

● Morocco-UAE FTA: Signing Date: June 25, 2001. Entry into 
Force: July 9, 2003. Key Features: Focuses on goods trade. 
Status: In force (Ministry of Economy & Tourism - UAE 2025). 
 

● India-UAE CEPA: Signing Date: February 18, 2022. Entry into 
Force: May 1, 2022. Key Features: Eliminates tariffs on 80% of 
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goods; trade reached $84 billion by 2023. Status: In force (Gulf 
Business 2025; Arab News 2025). 
 

● Israel-UAE CEPA: Signing Date: May 2022. Entry into Force: 
April 2023. Key Features: First Arab-Israeli FTA; trade $2.5 
billion by 2023. Status: In force (Gulf Business 2025). 
 

● Indonesia-UAE CEPA: Signing Date: July 2022. Entry into 
Force: September 2023. Key Features: Boosts gold and oil trade 
by $4.5 billion. Status: In force (Gulf Business 2025). 
 

● Turkey-UAE CEPA: Signing Date: March 3, 2023. Entry into 
Force: September 1, 2023. Key Features: Targets non-oil trade 
to $40 billion. Status: In force (Gulf Business 2025). 
 

● Cambodia-UAE CEPA: Signing Date: June 2023. Entry into 
Force: September 2024. Key Features: Enhances agriculture 
and tourism. Status: In force (Gulf Business 2025). 
 

● Georgia-UAE CEPA: Signing Date: October 2023. Entry into 
Force: 2024. Key Features: Aims for $1.5 billion in trade. Status: 
In force (Gulf Business 2025). 
 

● South Korea-UAE CEPA: Signing Date: October 2023. Entry 
into Force: 2024. Key Features: Covers energy and defense. 
Status: In force (Gulf Business 2025). 
 

● Costa Rica-UAE CEPA: Signing Date: April 2024. Entry into 
Force: Pending. Status: Signed (Gulf Business 2025). 
 

● Kenya-UAE CEPA: Signing Date: February 2024. Entry into 
Force: Pending. Status: Signed (Gulf Business 2025). 
 

● Colombia-UAE CEPA: Signing Date: April 2024. Entry into 
Force: Pending. Status: Signed (Gulf Business 2025). 
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● Mauritius-UAE CEPA: Signing Date: July 2024. Entry into 
Force: Pending. Status: Signed (Gulf Business 2025). 
 

● Congo Republic-UAE CEPA: Signing Date: September 2024. 
Entry into Force: Pending. Status: Signed (Gulf Business 2025). 
 

● Malaysia-UAE CEPA: Signing Date: January 2025. Entry into 
Force: Pending. Status: Signed (Gulf Business 2025; Arab News 
2025). 
 

● New Zealand-UAE CEPA: Signing Date: January 14, 2025. 
Entry into Force: August 28, 2025. Key Features: Projects trade 
to $1 billion. Status: In force (Gulf Business 2025). 
 

● Additional signed CEPAs (as of October 2025): Chile, Ecuador, 
Hong Kong, Jordan, Serbia, Philippines, Pakistan, Australia, 
Canada, Vietnam, Japan. Most pending entry into force; 
features include digital trade, IP, and investment, with total 
projected trade boost of $200 billion annually (Gulf Business 
2025; Aurifer 2024; Hourani Partners 2025). 
 Ongoing: UAE-EU FTA (negotiations launched May 2025) 
(European Union 2025). 
 

This review demonstrates the GCC FTAs’ expansion from regional 
Arab-focused pacts in the 1980s to global, tech-inclusive agreements 
in the 2010s-2020s, with the UAE pioneering bilateral CEPAs to foster 
digital diversification amid AI-driven economic shifts (IISS 2025; Aurifer 
2024). 

 

The Investment Nexus: Sovereign Wealth Funds, Private Equity, 
and Global AI Allocation 

The investment nexus formed by GCC sovereign wealth funds (SWFs), 
global private equity (PE) firms, and AI allocations represents a pivotal 
mechanism for advancing the region’s strategic imperatives of 
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economic diversification, digital sovereignty, and non-oil growth. These 
imperatives—rooted in visions like Saudi Vision 2030 and UAE AI 
Strategy 2031—are fundamentally reshaping this nexus by redirecting 
capital flows from traditional hydrocarbon stabilization toward high-risk, 
high-reward tech ecosystems, fostering knowledge transfer, and 
enhancing geopolitical leverage through “investment diplomacy” 
(DiploFoundation, 2025; IMF, 2025a). In essence, SWFs are evolving 
from passive asset managers into active architects of digital 
transformation, collaborating with PE to mitigate technological gaps 
while navigating global rivalries. 

Key players in this nexus include the Abu Dhabi Investment Authority 
(ADIA, with $1.11 trillion in assets under management or AUM), Kuwait 
Investment Authority (KIA, $1.002 trillion), Saudi Arabia’s Public 
Investment Fund (PIF, $1.15 trillion), Mubadala/MGX (with a $100 
billion AI mandate), Qatar Investment Authority (QIA), and Abu Dhabi 
Growth Fund (ADQ), collectively surpassing $5 trillion in AUM as of 
mid-2025 (Global SWF, 2025; Deloitte, 2025). These entities have 
intensified partnerships with global PE giants such as Blackstone, 
KKR, and Sequoia to access cutting-edge AI expertise, structure 
complex deals, and diversify risks associated with volatile oil markets. 
For instance, in 2025, Middle East and North Africa (MENA) SWFs 
allocated $165 billion to direct investments, with a pronounced focus on 
digital infrastructure, marking a 20% year-on-year increase and 
reflecting a strategic pivot toward AI as a core diversification tool (EY, 
2025a; IMF, 2025a). 

The imperatives of diversification and digital sovereignty are reshaping 
the nexus in several interconnected ways. First, they drive a 
reallocation of portfolios, shifting from conservative fixed-income and 
real estate holdings (historically 60-80% of SWF assets) to tech-heavy 
investments, where AI now constitutes 10-15% of new deployments 
(IFSWF, 2025; ResearchAndMarkets, 2025). This shift enables 
knowledge spillovers, as PE collaborations facilitate technology 
transfer—e.g., PIF’s integration of AI across its operations, embedding 
automation in every layer to enhance efficiency and innovation 
(Reuters, 2025). Second, the nexus is being reoriented toward 
strategic hedging against geopolitical risks, with SWFs using PE 
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networks to balance U.S.-dominated AI ecosystems while exploring 
alternatives, thereby bolstering digital sovereignty. For example, UAE’s 
MGX has invested in European AI firms like Mistral to diversify beyond 
U.S. tech giants, reducing dependency on export-controlled 
technologies (EuropeanRelations, 2025). 

Geographic allocations further illustrate this reshaping: North America 
remains a priority for advanced semiconductors, as seen in PIF and 
MGX’s participation in OpenAI’s $40 billion funding round, securing 
access to frontier AI models (AGSI, 2025; Bloomberg, 2025). Europe 
attracts investments for ethical AI frameworks, supporting GCC efforts 
to develop indigenous regulations amid surveillance concerns. 
Meanwhile, Asia-Pacific allocations emphasize supply chain resilience, 
with QIA’s $500 million stake in mining ventures indirectly bolstering AI 
hardware needs (Bloomberg, 2025). Collectively, these moves project 
GCC AI markets to exceed $23 billion by 2030, driven by SWF-backed 
agendas in Saudi Arabia, UAE, and Qatar (ResearchAndMarkets, 
2025). 

However, this evolving nexus introduces vulnerabilities: over-reliance 
on U.S. technology exposes GCC states to export controls, potentially 
constraining digital autonomy and innovation (AI Frontiers, 2025; 
Brookings, 2025). Ethical risks, such as amplified surveillance through 
AI deployments, underscore the need for balanced governance to align 
with diversification goals (Crowell, 2025). Overall, these imperatives 
are transforming the nexus into a dynamic engine for geo-economic 
resilience, but sustained success requires addressing these tensions 
through diversified partnerships and robust frameworks. 

 

AI’s Transformative Impact on GCC Trade Negotiation Protocols 

Artificial intelligence (AI) investments are profoundly reshaping the Gulf 
Cooperation Council (GCC) trade negotiation protocols, embedding 
advanced provisions for digital commerce, e-commerce, fintech, 
semiconductors, and quantum computing into Comprehensive 
Economic Partnership Agreements (CEPAs), Free Trade Agreements 
(FTAs), and emerging pacts. This evolution reflects a strategic pivot 
toward digital economy integration, driven by national visions like Saudi 
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Vision 2030 and UAE AI Strategy 2031, aiming to foster innovation 
while addressing dependencies on global tech ecosystems (IMF, 
2025b). By mid-2025, GCC states have accelerated negotiations 
incorporating these elements, with projections indicating digital trade 
could add $320 billion to the Middle East GDP by 2030, though risks of 
inequality and geopolitical tensions persist (PwC, 2018; PYMNTS, 
2025). This section provides a country-by-country analysis of ongoing 
and signed agreements, followed by an area-by-area breakdown, 
highlighting how these protocols mitigate risks like U.S.-China rivalry 
while promoting tech sovereignty. 

Country-by-Country Analysis 

United Arab Emirates (UAE): The UAE leads the GCC in 
digital-focused trade negotiations, having signed 26 CEPAs by April 
2025, with plans to expand further in 2025 (Arab News, 2025; Finance 
Middle East, 2025). Key agreements emphasize AI, fintech, and 
e-commerce; for instance, the UAE-Australia CEPA (effective October 
2025) includes provisions for digital trade facilitation, prohibiting duties 
on electronic transmissions and mandating data frameworks to support 
AI-driven commerce (DFAT, 2025b; IPServices, 2025). The UAE-India 
CEPA incorporates digital foundations for fintech, projecting a market 
growth to $6.43 billion by 2025, while the UAE-Jordan CEPA (effective 
May 2025) focuses on digital services and semiconductor supply 
chains (PwC, 2025; UAE-India CEPA Council, 2025). Amid U.S. 
approvals for AI chip exports, the UAE’s $200 billion deals under 
Trump administration frameworks integrate silicon chips and quantum 
tech, though they perpetuate U.S. dependency (Middle East Eye, 2025; 
Reuters, 2025a). Ongoing EU-UAE FTA talks (launched April 2025) 
prioritize digital transformation and fintech regulations (ISS, 2025). 

Saudi Arabia: Saudi Arabia’s trade negotiations increasingly integrate 
AI and digital economy elements through GCC-wide efforts and 
bilateral pacts. By 2025, the Kingdom participates in GCC-Türkiye FTA 
talks (first round concluded July 2025) and GCC-Malaysia FTA 
negotiations (launched May 2025), both embedding digital commerce 
and e-commerce protocols to support non-oil diversification (GAFT, 
2025; GCC Business Watch, 2025). Domestically, Saudi guidelines on 
AI IP protection require human input, influencing FTAs like potential 
EU-GCC agreements restarted in 2025, which cover digital trade and 
semiconductors (SABA IP, 2025; Yieh, 2025). Fintech provisions are 
evident in ongoing Sino-Arab FTA discussions, focusing on AI 
diplomacy and e-commerce amid U.S.-China tensions (Cambridge 
University Press, 2025). U.S. talks for AI chip exports act as de facto 
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clauses in these negotiations, enhancing supply chain security but 
raising dependency concerns (Latham & Watkins, 2025; MECouncil, 
2025). 

Qatar: Qatar’s negotiations emphasize AI and quantum computing, 
leveraging its $1 billion Quantinuum partnership (announced May 
2025) to advance quantum ecosystems within trade frameworks (The 
Quantum Insider, 2025; Invest Qatar, 2025). This deal, part of broader 
U.S.-Qatar investment pacts, influences FTAs by incorporating 
quantum tech provisions, with projections for the sector reaching QAR 
3.64 billion by 2025 (Soutien, 2025; McKinsey, 2025). Qatar’s 
involvement in GCC-EU Strategic Partnership Agreements (mandate 
adopted July 2025) includes digital transformation and fintech clauses, 
while cybersecurity and AI developments shape bilateral talks 
(European Commission, 2025; Trade.gov, 2025a). E-commerce and 
semiconductor elements are integrated into ongoing GCC-wide FTAs, 
such as with India, to support Qatar’s digital footprint amid global 
rivalries (IISS, 2025; SSGA, 2025). 

Bahrain: Bahrain focuses on fintech and digital commerce in its trade 
negotiations, positioning itself as the GCC’s most cost-competitive 
fintech hub (GCC Business Watch, 2025b; Bahrain EDB, 2025). The 
Fintech Forward 2025 event yielded 38 partnerships, influencing 
bilateral agreements with provisions for digital payments and open 
finance (Finance Yahoo, 2025; The Fintech Times, 2025). As part of 
GCC-EU FTA restarts, Bahrain advocates for e-commerce and AI 
clauses, while its FinTech Bay drives investments in semiconductors 
through regional pacts (World Economic Forum, 2025; Economist 
Impact, 2025). Ongoing GCC-Malaysia negotiations include fintech 
safeguards, aligning with Bahrain’s regulatory reforms (GCC Business 
Watch, 2025a). 

Kuwait: Kuwait’s trade efforts prioritize digital economy integration 
within GCC frameworks, such as the unified customs tariffs and FTA 
with India, embedding e-commerce and AI provisions (IISS, 2025; 
SSGA, 2025). Participation in EU-GCC negotiations (2025) focuses on 
fintech and semiconductors, with domestic initiatives supporting 
quantum and digital commerce (European Commission, 2025). 
Kuwait’s KIA SWF influences these talks by hedging tech investments, 
though specifics remain limited amid broader GCC digital pacts 
(DiploFoundation, 2025). 

Oman: Oman emphasizes sustainable digital trade in negotiations, 
integrating fintech and e-commerce into GCC-Türkiye and 

Mamun (2025)………20 



 
AICN: COMMODIFICATION OF DIGITAL CAPITAL:  
AI SWF GULF TRADE AND INVESTMENT  

GCC-Malaysia FTAs (GAFT, 2025; GCC Business Watch, 2025). 
EU-Oman bilateral talks under the 2025 mandate include AI and 
semiconductor provisions, aligning with Oman’s Vision 2040 (European 
Commission, 2025). Quantum elements are explored through regional 
collaborations, though Oman lags in standalone AI deals compared to 
UAE and Qatar (Trade.gov, 2025b). 

Area-by-Area Analysis 

Digital Trade and E-commerce: GCC protocols increasingly prohibit 
customs duties on electronic transmissions, as seen in UAE-Australia 
and UAE-New Zealand CEPAs, mandating consumer protection and 
data localization to boost e-commerce (DFAT, 2025b; MFAT, 2025). The 
GCC Digital Economy Pact (2025) unifies regional strategies, 
projecting enhanced cross-border digital flows amid friendshoring 
trends (Gulf Magazine, 2025; World Economic Forum, 2025b). 
However, U.S.-China rivalry fragments e-commerce ecosystems, with 
EU-GCC talks aiming to standardize rules (Carnegie Endowment for 
International Peace, 2025d). 

Fintech: Fintech provisions focus on regulatory harmonization and 
open finance, evident in UAE’s 2025 reforms and Bahrain’s 
partnerships, projecting UAE fintech growth to $6.43 billion (Middle 
East Briefing, 2025; Finance Yahoo, 2025). GCC-Malaysia FTA 
negotiations incorporate fintech clauses, while EU mandates cover 
digital payments, reducing barriers but amplifying surveillance risks 
(SMEX, 2025; GCC Business Watch, 2025a). 

AI and Intellectual Property (IP): AI-specific IP protections, like 
Saudi’s human-input requirements, are embedded in FTAs, influencing 
GCC-India and EU negotiations (SABA IP, 2025; Yieh, 2025). U.S.-Gulf 
AI deals, including UAE’s $200 billion pacts, integrate ethical 
frameworks, though dependency on U.S. tech persists (Reuters, 
2025a; RAND, 2025). 

Semiconductors and Silicon Chips: Agreements eliminate tariffs on 
99% of goods, including wafers, with U.S. approvals for Nvidia exports 
as de facto clauses in UAE and Saudi talks (Middle East Eye, 2025; 
US Import Data, 2025). GCC-EU FTAs and U.S. deals aim to secure 
supply chains, projecting enhanced AI infrastructure but risking 
diversion concerns (CEPA, 2025; Carnegie Endowment for 
International Peace, 2025e). 

Quantum Computing: Quantum protocols advance through Qatar’s 
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$1 billion Quantinuum JV and regional pacts, embedding ecosystem 
development in FTAs like GCC-EU (The Quantum Insider, 2025; Invest 
Qatar, 2025). These enhance innovation but heighten geopolitical 
dependencies (Embedded, 2025). 

Critically, while these protocols enhance supply chain security and 
economic resilience, they perpetuate U.S.-centric dependencies, 
curbing Chinese alternatives and potentially widening inequalities 
(MECouncil, 2025; CEPA, 2025). Success depends on balanced 
ethical governance and diversified partnerships. 

 

Geopolitical Conditioning and Technological Dependency 

The Gulf Cooperation Council (GCC) states—Bahrain, Kuwait, Oman, 
Qatar, Saudi Arabia, and the United Arab Emirates (UAE)—are 
navigating a complex web of global engagements shaped by 
geopolitical rivalries, technological dependencies, and strategic 
imperatives for economic diversification. This section provides a 
comprehensive analysis of their multifaceted international interactions, 
emphasizing how sovereign wealth funds (SWFs) and AI investments 
serve as tools for “strategic hedging” amid the U.S.-China rivalry, while 
also exploring partnerships with Europe, Asia, and other regions. 
Drawing on recent developments as of mid-2025, this analysis 
highlights opportunities for geo-economic resilience alongside risks of 
sovereignty erosion, technological fragmentation, and uneven benefits 
across member states. Projections indicate that these engagements 
could amplify AI’s contribution to the Middle East’s GDP by $320 billion 
by 2030, but equitable outcomes hinge on mitigating dependencies and 
ethical challenges (PwC, 2018; Carnegie Endowment for International 
Peace, 2025c). 

Engagement with the United States: AI Alliances and Export 
Controls 

The U.S. remains the cornerstone of GCC technological engagements, 
particularly in AI and semiconductors, where American export controls 
serve as both enablers and constraints. In 2025, the Trump 
administration rescinded the Biden-era AI Diffusion Rule, facilitating 
advanced chip sales to Gulf allies while imposing stringent compliance 
measures to prevent diversion to adversaries like China (Bureau of 
Industry and Security, 2025; Just Security, 2025). This policy shift has 
enabled landmark deals, such as the UAE’s acquisition of up to 
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500,000 Nvidia AI chips annually, valued at over $200 billion, and 
similar negotiations with Saudi Arabia, aligning with U.S. efforts to 
extend its AI dominance through “AI statecraft” (RAND, 2025; Center 
for Security and Emerging Technology, 2025). Qatar has also 
benefited, with its $1 billion Quantinuum partnership underscoring 
quantum computing collaborations under U.S.-Qatar investment pacts 
(The Quantum Insider, 2025). 

Country-specific dynamics reveal varied dependencies: The UAE, as 
the GCC’s AI frontrunner, leverages these deals to advance its AI 
Strategy 2031, hosting U.S. firms like Microsoft and OpenAI through 
Mubadala’s MGX fund, which committed $100 billion to AI 
infrastructure (Bloomberg, 2025; Stimson Center, 2025). Saudi Arabia’s 
Public Investment Fund (PIF) has integrated U.S. AI technologies into 
Vision 2030, focusing on ethical ecosystems to mitigate surveillance 
risks, though export curbs have delayed full deployment (Reuters, 
2025; Latham & Watkins, 2025). Qatar hedges by balancing U.S. 
military ties with tech investments, while smaller states like Bahrain and 
Oman rely on GCC-wide frameworks for indirect access, potentially 
exacerbating intra-regional inequalities (Carnegie Endowment for 
International Peace, 2025a; McKinsey, 2024). 

However, these alliances perpetuate U.S.-centric dependencies, with 
controls requiring Gulf buyers to screen end-users and report 
diversions, raising concerns over sovereignty erosion (CEPA, 2025; AI 
Frontiers, 2025). Critics argue this “AI pivot to the Gulf” risks 
undercutting U.S. goals if chips are rerouted, as evidenced by ongoing 
debates on enforcement (Brookings, 2025; AInvest, 2025a). 

Engagement with China: The Digital Silk Road and Tech Hedging 

China’s Digital Silk Road (DSR), marking its 10th anniversary in 2025, 
represents a counterbalance to U.S. dominance, fostering GCC 
engagements in AI, fintech, and infrastructure amid escalating rivalry 
(Council on Foreign Relations, 2025; CNAS, 2025a). Gulf states have 
signed over 50 DSR-related agreements since 2020, focusing on 5G, 
smart cities, and e-commerce, with investments exceeding $30 billion 
(RAND, 2025a; Defense One, 2025). This hedging strategy allows 
GCC countries to diversify tech sources while navigating U.S. 
pressures, as seen in Huawei’s deployment in UAE and Saudi smart 
city projects despite partial bans (Substack, 2025; The Diplomat, 
2025). 

On a country level, the UAE has deepened ties through the $5 billion 
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China-UAE AI partnership, integrating DSR into fintech hubs like Dubai 
International Financial Centre, projecting fintech market growth to 
$6.43 billion by end-2025 (UECN, 2025; Middle East Briefing, 2025). 
Saudi Arabia aligns Vision 2030 with China’s initiatives, collaborating 
on AI governance and quantum tech, with bilateral trade reaching $100 
billion in 2024 (Carnegie Endowment for International Peace, 2025d; 
Cambridge University Press, 2025). Qatar employs “choosing not to 
choose” hedging, maintaining U.S. bases while expanding Chinese 5G 
investments (ResearchGate, 2025; Journal of Contemporary China, 
2025). Bahrain and Kuwait focus on fintech pacts, such as Bahrain’s 
open finance frameworks with Alibaba, while Oman explores DSR for 
sustainable infrastructure (Bahrain EDB, 2025; GCC Business Watch, 
2025a). 

Challenges include U.S. sanctions limiting full DSR integration, 
potentially fragmenting GCC tech ecosystems and narrowing 
maneuverability (Humanity Publications, 2025; Gulf International 
Forum, 2025). Ethical concerns arise from AI surveillance tools, with 
reports of data sovereignty risks in Chinese partnerships (SMEX, 2025; 
ADHRB, 2025). 

Engagement with Europe and Other Western Allies: Regulatory 
Alignment and Diversification 

Beyond the U.S.-China axis, GCC states engage Europe for ethical AI 
frameworks and trade diversification. The restarted EU-GCC FTA 
negotiations in 2025 incorporate digital protocols, with the UAE and 
Saudi advocating for AI IP protections and fintech harmonization 
(European Commission, 2025; IISS, 2025). The UAE’s CEPA with the 
UK (effective 2025) emphasizes quantum and semiconductors, while 
Saudi-EU talks focus on green AI transitions (GAFT, 2025; White & 
Case, 2025). 

Country engagements vary: The UAE leads with investments in 
European AI firms like Mistral, hedging U.S. dependencies 
(EuropeanRelations, 2025). Qatar and Saudi collaborate on EU 
quantum initiatives, projecting sector growth to €10 billion by 2030 
(Invest Qatar, 2025). Smaller states like Bahrain benefit from EU 
fintech pacts, enhancing its hub status (The Fintech Times, 2025). 

These ties mitigate risks by promoting indigenous frameworks, though 
rivalry-induced fragmentation persists (ACIG Journal, 2025; World 
Economic Forum, 2025). 

Mamun (2025)………24 



 
AICN: COMMODIFICATION OF DIGITAL CAPITAL:  
AI SWF GULF TRADE AND INVESTMENT  

Engagement with Asia and Emerging Markets: Trade Pacts and 
Supply Chain Resilience 

GCC’s Asian engagements, particularly with India and Southeast Asia, 
emphasize fintech and e-commerce to bolster non-oil trade. The 
GCC-India FTA negotiations, targeting completion by late 2025, project 
bilateral trade to $250 billion, embedding AI supply chains (SSGA, 
2025; Arab News, 2025). UAE-Malaysia CEPA (effective January 2025) 
focuses on digital trade, while Saudi-India pacts advance fintech 
(WAM, 2025; Consultancy ME, 2025). 

UAE and Saudi lead, with investments in Indian AI startups exceeding 
$5 billion, while Qatar explores quantum with Japan (Khaleej Times, 
2025; PwC Middle East, 2025). These pacts enhance resilience but 
expose GCC to Asian geopolitical tensions (GFMag, 2025). 

Overall Strategic Hedging and Implications 

GCC’s global engagements embody “strategic hedging,” balancing 
U.S. tech access with Chinese partnerships and diversified ties to 
avoid over-reliance (WisdomTree, 2025; AInvest, 2025b). SWFs like 
PIF and ADIA drive this, with $165 billion in 2025 digital investments 
(EY, 2025a; Deloitte, 2025). However, challenges include sovereignty 
erosion from U.S. controls, surveillance risks in Chinese deals, and 
potential inequality, with UAE capturing 14% GDP boost versus smaller 
states (PMC, 2022; Carnegie Endowment for International Peace, 
2025b). 

Future maneuvering requires robust ethical frameworks and indigenous 
innovation to ensure balanced geo-economic outcomes (Oliver Wyman 
Forum, 2024; Reed Smith, 2025). 

 

Geopolitical and Economic Implications 

The integration of artificial intelligence (AI) into the Gulf Cooperation 
Council (GCC) economies presents a dual-edged sword, offering 
substantial geopolitical leverage and economic growth while posing 
risks of dependency, inequality, and ethical dilemmas. This section 
provides a comprehensive analysis, first examining implications on a 
country-by-country basis across the GCC states (Bahrain, Kuwait, 
Oman, Qatar, Saudi Arabia, and the United Arab Emirates), then 
breaking down key areas including quantitative trade impacts and GDP 
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contributions, soft power enhancement, ethical governance, and 
inequalities. Projections as of mid-2025 indicate AI could contribute up 
to $320 billion to the Middle East’s GDP by 2030, with combined 
AI-climate actions potentially adding $232 billion by 2035, though 
uneven adoption may exacerbate regional disparities (PwC, 2018; PwC 
Middle East, 2025; Carnegie Endowment for International Peace, 
2025c). World Trade Organization (WTO) forecasts suggest AI could 
boost global trade by 37-40% by 2040, underscoring the transformative 
potential for GCC export architectures (WTO, 2025; PYMNTS, 2025). 

Country-by-Country Analysis 

United Arab Emirates (UAE): The UAE stands at the forefront of 
AI-driven geopolitical and economic transformation, leveraging its AI 
Strategy 2031 to enhance digital sovereignty amid U.S.-China 
tensions. Geopolitically, the UAE’s strategic hedging includes $200 
billion in U.S.-approved AI chip deals and partnerships with Chinese 
firms under the Digital Silk Road, bolstering its role as a tech hub while 
risking surveillance amplification through pervasive AI systems (Middle 
East Eye, 2025; Substack, 2025; ADHRB, 2025). Economically, AI is 
projected to contribute 13.6-14% to UAE GDP by 2030 ($91-96 billion), 
with Dubai alone expecting $64 billion from AI by 2030, driven by 
investments in fintech and quantum computing (PwC, 2018; CSIS, 
2025; Dubai State of AI Report, 2025). However, ethical concerns arise 
from AI-enabled human rights issues, and unequal adoption could 
widen urban-rural divides (Reed Smith, 2025; SMEX, 2025). 

Saudi Arabia: Saudi Arabia’s Vision 2030 positions AI as a 
cornerstone for geopolitical influence and economic diversification, with 
sovereign wealth funds (SWFs) like the Public Investment Fund (PIF) 
investing over $50 billion in global AI ventures to project soft power 
(Chronograph, 2025; Reuters, 2025). Geopolitically, the Kingdom 
balances U.S. alliances—evident in ongoing AI chip export talks—with 
Chinese collaborations, though U.S. pressures limit Digital Silk Road 
expansion, potentially eroding sovereignty (Carnegie Endowment for 
International Peace, 2025d; GFMag, 2025). Economically, AI is 
forecasted to add $133.3-135.2 billion (12.4% of GDP) by 2030, fueled 
by $14.9 billion in 2025 initiatives, but surveillance risks from AI 
governance frameworks raise human rights alarms (PwC, 2018; World 
Bank, 2025; Latham & Watkins, 2025). Inequalities may intensify, as AI 
adoption favors urban centers over peripheral regions (McKinsey, 
2024). 

Qatar: Qatar employs AI to amplify its geopolitical hedging, using the 

Mamun (2025)………26 



 
AICN: COMMODIFICATION OF DIGITAL CAPITAL:  
AI SWF GULF TRADE AND INVESTMENT  

$1 billion Quantinuum partnership with the U.S. to advance quantum 
ecosystems while maintaining Chinese tech ties, enhancing 
maneuverability in U.S.-China rivalry (The Quantum Insider, 2025; 
Journal of Contemporary China, 2025). This strategy bolsters soft 
power through investments in ethical AI, but risks fragmentation from 
global export controls (Humanity Publications, 2025). Economically, AI 
could generate $16-18 billion by 2030, with the agentic AI market 
expanding to $2.2 billion, supporting labor productivity gains of 15% 
and 26,000 new jobs (NayaOne, 2025; McKinsey, 2025). Ethical 
governance via national policies mitigates surveillance concerns, yet 
uneven adoption may exacerbate inequalities in a small population 
(Oliver Wyman Forum, 2024; Carnegie Endowment for International 
Peace, 2025c). 

Bahrain: Bahrain’s AI integration focuses on fintech and ethical 
frameworks to strengthen geopolitical ties, particularly with the EU and 
U.S., while SWFs enhance soft power through targeted investments 
(Bahrain EDB, 2025; World Economic Forum, 2025). Geopolitically, it 
navigates rivalries by adopting GCC-wide ethics manuals, reducing 
dependency risks (IGA, 2025). Economically, as part of the broader 
GCC, AI contributes to regional projections of $320 billion by 2030, with 
Bahrain’s fintech sector poised for growth under Vision 2030, though 
specific figures remain aggregated (PwC, 2018; Wilson Center, 2024). 
Surveillance risks are tempered by regulatory reforms, but adoption 
inequalities could widen, favoring financial hubs over other sectors 
(SMEX, 2025; Economist Impact, 2025). 

Kuwait: Kuwait’s approach to AI emphasizes digital economy 
alignment with GCC frameworks, using SWFs like the Kuwait 
Investment Authority to hedge geopolitically against U.S.-China 
tensions (DiploFoundation, 2025; Gulf International Forum, 2025). This 
enhances soft power in regional alliances, but export controls pose 
dependency challenges (AI Frontiers, 2025). Economically, AI is 
expected to contribute to GCC-wide growth, with Kuwait’s ICT market 
supporting Vision 2035 projections, potentially unlocking $15-20 billion 
in banking value by 2030 (Trade.gov, 2025; Khaleej Times, 2025). 
Ethical governance through national strategies addresses surveillance, 
yet slow adoption may heighten inequalities (PMC, 2022; McKinsey, 
2024). 

Oman: Oman’s AI strategy under Vision 2040 prioritizes sustainable 
development, integrating AI into geopolitical hedging via partnerships 
with Asia and the EU to diversify beyond U.S.-centric ecosystems 
(European Commission, 2025; SSGA, 2025). This builds soft power in 
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green tech, but rivalry-induced fragmentation risks sovereignty 
(Substack, 2025). Economically, generative AI alone could add $1.3 
billion annually by 2030, with the overall AI market growing at 15.5% 
CAGR, contributing to regional $320 billion projections (Muscat Daily, 
2023; BlueWeave Consulting, 2025; PwC, 2018). Ethical policies 
mitigate surveillance, but uneven adoption across sectors may amplify 
inequalities (RSIS International, 2025; Oman AI & Digital Future 
Program, 2025). 

Area-by-Area Analysis 

Quantitative Trade Impact and GDP Contribution: AI integration is 
projected to elevate Middle East GDP by $320 billion by 2030, with 
GCC countries driving $260-320 billion through sovereign-backed 
initiatives, though the AI market itself may reach $23 billion (PwC, 
2018; BusinessWire, 2025; Habtoor Research, 2025). Combined 
AI-climate actions could add $232 billion by 2035, averting losses from 
environmental risks (Consultancy ME, 2025; PwC Middle East, 2025). 
WTO estimates AI could boost global trade by 37-40% by 2040, with 
digitally deliverable services in the GCC benefiting most from 
embedded protocols in CEPAs and FTAs (WTO, 2025; PYMNTS, 
2025). However, non-tariff measures like export restrictions may hinder 
growth (Reuters, 2025b). 

Soft Power Enhancement: GCC SWFs, managing $5 trillion in 2025 
and projected to reach $7.3 trillion by 2030, amplify soft power through 
AI investments, reshaping global tech landscapes and diplomatic 
influence (DiploFoundation, 2025; Deloitte, 2025; Chronograph, 2025). 
Investments in sports, renewables, and AI ventures project cultural and 
economic sway, but amplify risks if tied to surveillance-heavy regimes 
(World Economic Forum, 2025; Oliver Wyman Forum, 2024; MNation, 
2025). 

Ethical Governance: GCC ethics principles, such as Saudi and 
Bahrain’s frameworks requiring human oversight in AI IP and 
decision-making, aim to balance innovation with accountability (SABA 
IP, 2025; Reed Smith, 2025; IGA, 2025). National policies like UAE’s AI 
Charter and Oman’s AI program emphasize transparency, yet 
pervasive AI in public spaces raises human rights concerns (World 
Governments Summit, 2025; White & Case, 2025; ADHRB, 2025). 
Digital sovereignty demands indigenous frameworks to counter 
Western dependency (ACIG Journal, 2025). 

Inequalities and Risks: Uneven AI adoption—62-89% in GCC firms 
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but only 14-28% scaled—may widen inequalities, with larger states like 
UAE and Saudi capturing most benefits while smaller ones lag 
(McKinsey, 2024; BusinessWire, 2025; Carnegie Endowment for 
International Peace, 2025c). Surveillance risks from AI tools 
exacerbate social divides, necessitating robust governance to ensure 
equitable outcomes (SMEX, 2025; PMC, 2022). 

 

Conclusion 

In synthesizing the multifaceted analysis presented, this paper 
underscores the Gulf Cooperation Council (GCC) states’ strategic pivot 
toward the commodification of digital capital through artificial 
intelligence (AI), sovereign wealth funds (SWFs), and evolving trade 
architectures. As articulated in the introduction and literature review, 
GCC SWFs—collectively managing over $5 trillion in assets as of 2025 
and projected to reach $7.3-8.8 trillion by 2030 at a 6% compound 
annual growth rate (CAGR)—are not mere financial stabilizers but 
instruments of “investment diplomacy,” facilitating a transition from 
hydrocarbon dependency (historically over 70% of exports) to non-oil 
diversification and digital sovereignty (DiploFoundation, 2025; Deloitte, 
2025; World Bank, 2025; PwC, 2018). This shift, driven by national 
visions such as Saudi Arabia’s Vision 2030 and the UAE’s AI Strategy 
2031, manifests in Comprehensive Economic Partnership Agreements 
(CEPAs) and Free Trade Agreements (FTAs) that embed digital 
protocols, intellectual property (IP) protections, semiconductor supply 
chains, and quantum computing provisions, marking a departure from 
pre-2020 tariff-centric protocols to multifaceted instruments where 
digital elements now comprise 20-30% of agreements (IMF, 2025b; 
Arab News, 2025). 

Key insights from the investment nexus reveal how imperatives of 
economic diversification, digital sovereignty, and non-oil growth are 
reshaping SWF-private equity (PE) collaborations, redirecting portfolios 
from conservative allocations (e.g., 60-80% in fixed income and real 
estate pre-2020) to AI-heavy investments (10-15% of new 
deployments), with MENA SWFs deploying $165 billion in direct digital 
infrastructure in 2025 alone (EY, 2025a; IFSWF, 2025; Global SWF, 
2025). Geographic priorities—North America for advanced chips (e.g., 
PIF/MGX in OpenAI’s $40 billion round), Europe for ethical 
ecosystems, and Asia-Pacific for supply chain resilience—highlight 
strategic hedging, yet expose vulnerabilities like over-reliance on U.S. 
technologies amid export controls (AGSI, 2025; AI Frontiers, 2025; 
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Brookings, 2025). 

The transformative impact on trade negotiation protocols, as detailed 
country-by-country and area-by-area, illustrates AI’s integration into 
digital trade, e-commerce, fintech, semiconductors, and quantum 
computing. For instance, the UAE’s 26 CEPAs by April 2025, including 
with Malaysia, India, and Australia, prohibit duties on electronic 
transmissions and mandate data localization, while Saudi Arabia’s IP 
guidelines requiring human input influence GCC-wide FTAs with India 
(projected to boost trade to $250 billion by 2030) and emerging pacts 
with Türkiye and the EU (WAM, 2025; SSGA, 2025; SABA IP, 2025; 
European Commission, 2025). Qatar’s $1 billion Quantinuum 
partnership advances quantum protocols, Bahrain positions as a 
fintech hub with 38 new partnerships in 2025, and Oman and Kuwait 
align with GCC digital strategies, though smaller states risk lagging 
(The Quantum Insider, 2025; Finance Yahoo, 2025; GCC Business 
Watch, 2025a). Critically, these protocols enhance supply chain 
security but perpetuate U.S.-centric dependencies, curbing Chinese 
alternatives (MECouncil, 2025; CEPA, 2025). 

Geopolitical conditioning further elucidates the GCC’s “strategic 
hedging” in global engagements: U.S. alliances enable $200 billion in 
AI chip deals but impose compliance burdens risking sovereignty 
erosion; China’s Digital Silk Road fosters $30 billion in investments 
since 2020, yet U.S. pressures constrain it; European ties promote 
ethical frameworks via restarted EU-GCC FTAs; and Asian pacts with 
India and Malaysia bolster e-commerce resilience (RAND, 2025; 
Carnegie Endowment for International Peace, 2025d; Substack, 2025; 
IISS, 2025). Country-specific dynamics amplify this: the UAE and Saudi 
Arabia capture disproportionate benefits, while Qatar’s balanced 
approach and Bahrain’s fintech focus mitigate risks, though Oman and 
Kuwait’s reliance on GCC frameworks heightens inequalities (Journal 
of Contemporary China, 2025; GFMag, 2025; Humanity Publications, 
2025). 

Economic and geopolitical implications, analyzed country-by-country 
and area-by-area, project AI’s $260-320 billion contribution to GCC 
GDP by 2030 (UAE: 14% or $96 billion; Saudi Arabia: 12.4% or $135 
billion; Qatar: $16-18 billion), with AI-climate synergies adding $232 
billion and global trade growth of 37-40% by 2040 (PwC, 2018; Khaleej 
Times, 2025; Consultancy ME, 2025; WTO, 2025). Soft power is 
enhanced via SWFs’ global ventures, yet surveillance risks persist, as 
seen in UAE’s pervasive AI raising human rights concerns despite 
ethical principles in Saudi and Bahrain (World Economic Forum, 2025; 

Mamun (2025)………30 



 
AICN: COMMODIFICATION OF DIGITAL CAPITAL:  
AI SWF GULF TRADE AND INVESTMENT  

Oliver Wyman Forum, 2024; Reed Smith, 2025; ADHRB, 2025). Ethical 
governance demands balancing Western dependencies with 
indigenous frameworks, while uneven adoption (62-89% in firms but 
only 14-28% scaled) widens inequalities, favoring urban centers and 
larger states (ACIG Journal, 2025; White & Case, 2025; McKinsey, 
2024; Carnegie Endowment for International Peace, 2025c). 

Ultimately, while this AI-driven architecture promises geo-economic 
resilience and equitable growth, it confronts honest challenges: 
technological dependencies amid U.S.-China rivalry, amplified 
surveillance, and intra-regional disparities. Future success depends on 
robust ethical governance, diversified tech partnerships beyond 
U.S.-centric ecosystems, and holistic policies to bridge gaps, ensuring 
that digital capital commodification yields sustainable, inclusive 
outcomes for all GCC states. Further research could explore classified 
investments and long-term equity projections to refine this balanced 
overview. 
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