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ABSTRACT This study investigates the link between the economic diversification
policies and regional investment strategies of Saudi Arabia and the United
Arab Emirates, focusing on these countries’ investment trends in Egypt as
a case study. It explores how these investments serve as instruments of eco-
nomic statecraft for Saudi and Emirati leaders, designed to bolster diversifi-
cation objectives and address political, economic, and environmental risks.
The findings uncover a notable increase in Saudi and Emirati investment
in Egypt since the early 2000s. These investments not only prioritize sectors
highlighted in their diversification blueprints, such as real estate, finance,
and tourism but also extend into agricultural and renewable energy sec-
tors, offering avenues to mitigate climate and environmental challenges.
Ultimately, the study concludes that while these regional investments may
support domestic diversification endeavors and promote economic inte-
gration within the region, they are also underpinned by the geo-economic
agendas of Saudi and Emirati leaders, aiming to hedge against political and
economic uncertainties.
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Introduction

ince the early 2000s, the oil-rich Gulf Cooperation Council (GCC) mem-

ber countries underwent two significant economic transformations. The

first one was a deliberate policy response to mitigate their heavy reliance
on revenue generated from natural resources. A considerable portion of the
Gross Domestic Product (GDP) of GCC nations and the bulk of their exports
stemmed from income derived from hydrocarbon resources. Recognizing the
vulnerabilities associated with such dependency, these countries embarked on
efforts to diversify their economies away from oil and gas revenues. The ob-
jective was to build resilience against fluctuations in global commodity prices
and to channel their resources into sectors promising more sustainable and
efficient economic growth.!

In parallel with their domestic diversification initiatives, the second transfor-
mation saw GCC countries increasingly seeking to expand their economic
influence into other regional economies, such as Egypt, Sudan, Jordan, and
Lebanon.? Leveraging their significant financial resources, they pursued op-
portunities to establish footholds in business networks across predominantly
non-GCC Arab nations in the region. Over the past two decades, the eco-
nomic significance of the region has grown in the eyes of GCC leaders, re-
flected in increasing foreign direct investment (FDI) outflows into the region.’
Moreover, the GCC’s growing investment stocks in the Middle East and North
Africa (MENA) have rendered the region more attractive for investment flows,
bolstering its overall share in global FDI transactions.*

Contemporary research on economic diversification in the Gulf primarily con-
centrates on the economic and societal impacts of these targeted policies at the
domestic level, with limited attention given to the connection between eco-
nomic diversification policies and the GCC’s geo-economic engagement with
the MENA region.® This study addresses this gap and highlights the link be-
tween these two significant economic transformations: the implementation of
economic diversification policies and the increasing regional investment out-
flows of GCC countries to non-GCC Arab countries in the region. Specifically,
it examines the trends in investment outflows from two important GCC mem-
bers, Saudi Arabia and the United Arab Emirates (UAE), to Egypt through a
case study approach. By analyzing the prevailing and changing patterns, this
study aims to shed light on the relationship between economic diversification
efforts within GCC nations and their expanding investment activities in the
broader regional context, with Egypt serving as a pertinent case study. The
main research questions in this research are: How do the regional investments
made by Saudi Arabia and the UAE since the early 2000s reflect their economic
statecraft and geopolitical motives? Furthermore, how do these investments
align with the economic diversification goals of both nations, and what role do
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their efforts to leverage political power 1970s when both nations

and influence to solidify economic experienced a surge in oil
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nomic restructuring. This geo-eco-

nomic strategy aligns with prevailing

sectoral trends and investment strategies, particularly evident in the growing
FDI outflows from both countries to the MENA region. These investments
serve three key functions aligned with Saudi and Emirati political and eco-
nomic interests: Firstly, they reinforce the material needs of their economic
diversification policies by generating revenue in prioritized sectors. Secondly,
they enhance their strategic autonomy vis-a-vis other prominent economic
and political powers by diversifying investment destinations, thereby reducing
political and economic risks associated with concentrating investments in spe-
cific regions. Lastly, these regional investments act as a buffer against environ-
mental and climate-related risks, potentially addressing concerns such as food
insecurity and the global shift toward green energy by steering investments
toward agriculture and renewable energy sectors.

The research elucidates these arguments by analyzing Saudi Arabia and the
UAE’s investments in Egypt using two distinct datasets.® The first dataset com-
prises shareholder structure data from over 200 companies listed on the Egyp-
tian Stock Exchange between 2009 and 2022. This dataset provides insights
into the extent of Saudi and Emirati ownership in these listed firms, along
with information on their business characteristics, including their respective
sectors. Additionally, this research examined data concerning investments
from Saudi Arabia and the UAE into Egypt facilitated by bilateral agreements
ranging from 2000 to 2022. Essentially, this data scrutinizes state-sponsored
FDI inflows from Saudi Arabia and the UAE into Egypt, analyzing established
business ventures and collaborative economic projects resulting from mutual
agreements between the governments of Saudi Arabia, the UAE, and Egypt. By
utilizing exploratory data analysis strategies and triangulating insights derived
from the analyses of these data sources, the research highlights the geo-eco-
nomics bridge between the economic diversification policies of these nations
and their restless economic rapprochement with the MENA region through
investment flows.
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Economic Diversification in Saudi Arabia and the UAE

Saudi Arabia and the UAE have long pursued economic diversification ef-
forts, a trend that predates the 21 century. The roots of these endeavors can
be traced back to the 1970s when both nations experienced a surge in oil rev-
enues. This period coincided with the Yom Kippur War, during which West-
ern nations’ support for Israel prompted the Organization of the Petroleum
Exporting Countries (OPEC) to curtail oil production, leading to a sharp in-
crease in oil prices. This windfall of income enriched oil-exporting countries,
providing significant resources for reinvestment in their development. Capi-
talizing on this burgeoning wealth, leaders in Saudi Arabia and the UAE initi-
ated policies aimed at reducing their reliance on oil revenues and diversifying
their economies.

In this initial phase of economic diversification, Saudi and Emirati initiatives
can be characterized by two pillars. Primarily, the restructuring of the domes-
tic economy targeted key industrial sectors crucial for advancing infrastruc-
ture development projects within both nations. Within this framework, there
was a notable emphasis on establishing specialized business ventures focused
on the production of steel, aluminum, and cement.” Additionally, Saudi and
Emirati leaders chose to strengthen the role of their nation’s sovereign wealth
funds (SWFs) as significant international economic players. Empowered by the
steady influx of oil revenues, these SWFs actively sought profitable investment
opportunities in developed countries. These economic institutions engaged in
purchasing equities and participating in mergers and acquisitions (M&E) with
foreign partners. Moreover, alongside direct and portfolio investments in de-
veloped nations, Saudi Arabia and the UAE directed their oil surplus into the
bond markets of these countries, emerging as crucial sources of finance for
Western business ventures.®

The second wave of economic diversification policies commenced in the early
2000s. The Saudi and Emirati governments set out to reduce the overwhelming
reliance on oil revenues in their countries’ total domestic production, exports,
and government revenues. This was to be achieved by strategically bolster-
ing domestic sectors where Saudi Arabia and the UAE possessed a compara-
tive advantage.” These early diversification endeavors coincided with a period
marked by a surge in oil prices following the Second Gulf War in 2003. Prices
continued to climb until their eventual decline after the 2008 financial crisis.
The increasing oil prices heralded a considerable flow of revenues into Saudi
and Emirati treasuries, granting great opportunities to these countries to rein-
force their diversification efforts.'

Two important economic concerns are weighted in Saudi and Emirati calcu-
lations to embark on a path of economic diversification. First, the volatility
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of crude oil prices has been one of the The diversification strategy

significant financial grievances of these db Ii k
nations."! The exogenous nature of the pursue y policymakers

fluctuations in oil prices renders the es- involves not only improving

timation of the projected incoming rev-  tha total factor pTOdUCtiVity
enues an extremely laborious task and

undermines the reliability of long-term of the private sector but also
economic development plans based on strengthening the private

these estimations.’> Hence, diminish- tor” biliti nd
ing the reliance on oil has emerged as a seéclors capabilities a

pivotal policy measure to mitigate these €N hancing its attractiveness

fluctuations. Secondly, the global push By offering competitive
toward the exploration and dissemina- y 9 P
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leaders to invest in sectors potentially conducive to economic growth.”® The
anticipation that knowledge-based economic sectors would supersede heavy
industries in spearheading economic growth in the post-oil era served as a
significant impetus for Saudi Arabia and the UAE to realign their economic
priorities.'

These concerns and strategies for policy action were articulated in the official
“vision” documents of these countries. Saudi Arabia unveiled its blueprint for
economic diversification with its “Vision 2030” in 2016, while the UAE intro-
duced its “Vision 2021” in 2010." In these documents, several sectors were
designated as strategic investment targets in which Saudi Arabia and the UAE
have comparative advantages. Alongside industrial cycles specialized in the
production of steel, aluminum, petrochemicals, cement, and other construc-
tion materials, Saudi and Emirati leaders discovered the potential of the service
sector.’® Most importantly, Saudi and Emirati leaders have placed significant
emphasis on investments in the financial sector, recognizing the comparative
advantage of their countries in establishing and developing both bank and
non-bank financial institutions.'” Moreover, exploiting the investment oppor-
tunities in the touristic recreational facilities has occupied a substantial place
in the diversification agendas of the nations.'® The UAE, in particular, has allo-
cated investments toward hotel development, real estate, and land reclamation
projects both domestically and regionally. This effort aims to position the UAE
as a central tourism hub while establishing the country as a significant investor
in the recreational industry across the MENA region.”” In addition to tour-
ism, the UAE has made significant strides in investing in commercial aviation.
Recognizing it as pivotal for economic transformation and complementary to
tourism, the UAE has worked to establish renowned brands in commercial
airline transportation.”
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The link between Saudi In 1these Iliew sector'ﬁ investlr)mints,

. y . policymakers aimed to bolster
Arabia and the UAE’s reglonal the role of the private sector and
investments and their efforts provided various incentives to en-
to restructure their domestic courage private entrepreneurship.?'

. . . Nonetheless, the intention to rein-
economies became 'ncreas"‘gly force the role of the private sector in

apparent with the launch economic growth did not necessar-
of economic diversification ily undermine the economic initia-

tives undertaken by the state. Sau-
policies in the 2000s dis and Emiratis readily leveraged

the vast resources accumulated in
their SWFs to invest in the essential sectors of their economic diversification
schemes while, in the process, creating positive economic externalities for the
private sector.” Similarly, public investments in the financial sector and edu-
cational services were intended to bolster the private sector’s access to readily
available capital and highly qualified labor. This would ensure that private en-
trepreneurs do not face shortages in factors of production.”

Another reason for empowering the private sector is to boost employment
opportunities for Saudi and Emirati nationals. Despite the substantial in-
crease in wealth among the nationals due to windfall oil revenues, these
countries have managed to avoid the detrimental effects of oil wealth over-
shadowing the private sector’s specialization in tradable goods production
(an economic phenomenon known as Dutch Disease).?* The redistribution of
oil wealth to nationals hasn't led to a significant rise in private sector salary
levels, potentially increasing production costs and diminishing competitive-
ness, given the prevalence of expatriate labor willing to work for lower wages
in these countries’ private sector.”> Consequently, Saudi and Emirati nationals
are more inclined to seek employment in the public sector, which typically
offers better wages compared to the private sector. However, the significant
number of public sector employees (eg. 67 percent in Saudi Arabia, 81 per-
cent in Qatar)* poses financial burdens on the treasuries of these countries,
limiting their ability to allocate public expenditures efficiently. Therefore, the
diversification strategy pursued by policymakers involves not only improv-
ing the total factor productivity of the private sector but also strengthening
the private sector’s capabilities and enhancing its attractiveness by offering
competitive wages relative to the public sector.”” By doing so, Saudi Arabia
and the UAE aim to increase the proportion of their workforce employed in
the private sector. This policy objective hinges on improving the skills and
competencies of nationals in the workforce. Consequently, Saudi and Emi-
rati leaders also implement policies to incentivize and facilitate their citi-
zens access to job training necessary for positions requiring high skills and
competence.
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Saudi and Emirati Pivot to MENA through Investments

GCC-oriented investors’ pivot to the MENA region has quickly become ef-
fective. Between 2003 and 2008, approximately 13 percent of the outflows
of GCC countries comprised investments and capital transfers to the coun-
tries within the region.?® These investment inflows significantly influenced
the FDI portfolios of regional countries in global comparisons. Despite the
MENA region’s share in total global FDI flows being less than 1 percent in
the early 2000s, this figure surged to 3 percent in the subsequent years thanks
to the rising direct investments from GCC countries.” A substantial amount
of these investments targeted developing non-GCC Arab countries such
as Egypt, Tunisia, and Jordan.® Saudi and Emirati investors played a sub-
stantial role in boosting the GCC’s investment stock in the MENA region,
whose investments exceeded total Western-oriented investments in certain
countries.’

The link between Saudi Arabia and the UAE’s regional investments and their
efforts to restructure their domestic economies became increasingly appar-
ent with the launch of economic diversification policies in the 2000s.** Saudi
Arabia and the UAE’ inclination to discover investment opportunities in
the MENA represents not only a diversification of the location of the in-
vestment inflows but also corresponds to a perennial shift in the instrument
of these countries” international investments. Greenfield investments and
strategic asset acquisitions have become more important, indicating Saudi
and Emirati economic statecraft embedded in planning and undertaking
overseas investment policies.” Three crucial geo-economic processes may

Egyptian President
Sisi met with Saudi
Arabian Crown
Prince Bin Salman
in Jeddah, Saudi
Arabia (L), and
with UAE President
Sheikh Bin Zayed
Al'Nahyan in Cairo,
Egypt (R), in 2023.

ROYAL COURT OF
SAUDI ARABIA /
PRESIDENCY OF

EGYPT/AA
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account for the Saudi and Emirati pivot to the MENA region in expediting
investments.

First, regional investments may function as a gateway for strategic autonomy
for Saudi Arabia and the UAE, relieving accumulated political and economic
risks of concentrating their investments in merely Western nations. Saudi and
Emirati investors’ search for new markets in non-Western countries for allo-
cating investment can be attributed to the political and economic landscape
that evolved in the early 2000s. The increasing political concerns in Western
countries regarding the geopolitical and geo-economic implications associated
with incoming investment flows from non-Western countries, along with the
negative economic repercussions stemming from the strained U.S.-GCC rela-
tions following the 9/11 terrorist attacks, have heightened Saudi and Emirati
considerations of political risk in their investments in the West.* This has led
to a prevailing atmosphere of mutual distrust and discontent, incentivizing
Saudi and Emirati investors to hedge some portion of their investments in
non-Western markets, such as China, India, and Egypt.*® Additionally, the
2007-2008 financial crisis exacerbated the investment climate in Western
countries, eroding trust in the resilience of financial markets. As the crisis
swept through Western nations, causing economic turmoil and leaving behind
a trail of bankrupted financial institutions and investment funds, it reinforced
the Saudi and Emirati perception that solely investing in bonds and equities in
Western nations might not be the most prudent choice due to their susceptibil-
ity to external economic shocks. This standpoint strengthened the Saudi and
Emirati push for diversifying their investment locations, as evidenced by their
exploration of investment opportunities in non-Western countries.

Second, global policy responses to the problems stemming from climate
change solidified the geo-economic linkage between the Saudi and Emirati
diversification drive in the domestic landscape and their regional investment
trends. Increasing international pledges to reduce carbon emissions and pol-
icymakers’ commitment to switching to green energy resources in the fore-
seeable future boosted the significance of renewable energy investments. This
global transition incentivized Saudi and Emirati policymakers to adopt new
state-led investment strategies beyond traditional evaluations of bond and
equity markets and discover investment potential in the renewable energy
sector.’ Particularly in the last decade, Saudi and Emirati green energy in-
vestments gained momentum at domestic as well as regional levels thanks to
merger and acquisition strategies aimed at acquiring controlling shares of the
strategically important energy firms and evincing more cooperation with the
local public and private business agents in the region to partake in joint in-
vestment projects for constructing and operating renewable energy facilities.”
One of the geo-economic implications of this green energy investment push is
that improving the export capacity of renewable energy resources acts as a bul-
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prompted policymakers to formulate

sustainable policies aimed at reducing these countries’ reliance on agricultural

imports.” This underscored the significance of regional agricultural invest-

ment and its vital connection to food security. The scarcity of water resources

and the ineffectiveness of the prevailing methods to sustain irrigated agricul-

ture compelled Saudis and Emiratis to incentivize agricultural investments in

the regional countries. These investments were strategic in a certain aspect.

Saudi and Emirati policymakers estimated that regional agricultural invest-

ments would secure the sustainability of the agricultural imports that are

crucial for the long-term food security of these nations.* Since subsidiaries

of Saudi and Emirati firms are more likely to re-export some portion of the

produced goods to Saudi Arabia or the UAE, these countries would be more

likely to be hedged by the political risks stemming from geopolitical tensions

or geo-economic rivalries.” Public business entities such as state-owned en-

terprises and sovereign wealth funds, as well as the business ventures owned

by the ruling families and prominent business elites of these nations, soared

their regional agricultural investments, pinpointing the strategic importance

of these regional agricultural investments.*

In sum, Saudi and Emirati regional investments can be conceived in a geo-eco-
nomic policy framework, potentially advancing the sectoral development ob-
jectives outlined in their diversification plans, and mitigating political risks
arising from over-concentration of investments in specific regions and address-
ing environmental concerns such as food security and the global trend toward
green energy, particularly accelerated by events like the Russia-Ukraine war.
The following section examines the geo-economic impact of Saudi and Emirati
investment outflows in Egypt, the most important destination of GCC-ori-
ented investment flows.* The section highlights the link between these invest-
ments and the broader economic restructuring efforts of Saudi Arabia and the
UAE, as well as identifies converging and diverging trends of these investments
in the Egyptian context.
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Saudi and Emirati Investments in Egypt

Over the past 20 years, the interest of Saudi and Emirati investors to evaluate
business opportunities in Egypt has grown. In 2001, Saudi and Emirati inves-
tors invested in about 600 projects.* In the following 17 years, the number of
companies invested in Saudi and Emirati companies increased to 6,000, indi-
cating the growing economic importance of Egypt to Saudi and Emirati inves-
tors.* This increase can also be seen on the Egyptian Stock Exchange (EGX).
Figure 1 shows the number of Egyptian firms listed on the EGX that have re-
ceived significant investment from either Saudi or Emirati investors. The num-
ber of firms with Saudi and Emirati investment has gradually increased over
the years observed.

The real estate, tourism, financial, and agricultural sectors attracted the bulk of
Saudi and Emirati investment in Egypt in the early 2000s. Investors affiliated
with the royal and prominent families of Saudi Arabia and the UAE played
a significant role in directing investments to these priority sectors, as well as
guiding other investors to discover lucrative business opportunities in the
country. Saudi Prince Al Waleed Bin Talal Al Saud and the Saudi Bin Laden
Group led investments in the tourism and real estate sectors," either establish-
ing or acquiring hotel and leisure facilities around Egypt’s tourist hot spots,
such as Alexandria and Sharm El-Sheikh. The UAE-based Emaar Properties
and Burooj Properties also invested in the tourism sector, focusing on projects
around Sidi Abdel-Rahman and Six of October City.*

Hosni Mubarak’s policy of overhauling Egypt’s business environment through
legal reforms and the introduction of new incentives and exemptions to attract
foreign investors was particularly conducive to attracting Saudi and Emirati
investment to Egypt.* Mubarak primarily targeted Gulf investors to play a role
in his economic liberalization policies, attempting to persuade them to par-
ticipate in business projects announced under the public-private partnership
program, which calls for greater cooperation between private investors and
publicly owned companies.*

However, the increase in Saudi and Emirati investment in Egypt did not follow
a strictly linear pattern, as the pace of investment slowed after the Arab Upris-
ing which led to Mubarak’s removal from power. As can be seen in Figure 1,
new investments seem to have stagnated during the term of Mohamed Morsi,
whose tenure was not welcomed by the Saudi and Emirati leaders. Investment
trends, both in terms of the number of companies and the total investment
value of Saudi and Emirati capital, recovered after the 2013 military coup that
toppled Morsi and paved the way for the presidency of Abdel Fattah el-Sisi,
who managed to gain tangible political and economic support from the Saudi
and Emirati regimes to consolidate his power. Figure 1 shows that the increas-
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Figure 1: The Count of Egyptian Firms in EGX with Saudi and Emirati Investment
and Their Total Stock Value (US Dollars Adjusted to 1983 Prices)
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Sisi’s rise to power coincides with a rush of investment from Saudi Arabia and
the UAE, modulated by an observable political drive. In 2016, Saudi Arabia
signed a memorandum of understanding (MoU) with Egypt to establish a joint
investment fund with a capital of $16 billion. The Saudi Public Investment Fund
would be responsible for financing projects carried out by the joint venture es-
tablished in Egypt.”' The MoU was signed during the Saudi king’s unusually
long visit to Egypt, and the agreement was followed by other investment agree-
ments, most notably the allocation of about 2020 km?* of agricultural land to
Saudi businessmen.** After Saudi Arabia’s new business agreements concluded
during the Saudi king’s visit, the UAE followed the footprint of Saudi economic
statecraft in Egypt. Shortly after Saudi Arabia’s high-level deals with Egypt, the
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Figure 2: The Sectoral Distribution of Egyptian Firms Listed on EGX with Significant
Investments from Saudi Arabia or the UAE in 2022
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Sectoral analysis of Saudi and Emirati investments in Egyptian companies
listed on the stock exchange can shed light on the divergences and convergen-
ces of the sectoral predisposition of FDI. Figure 2 shows the distribution of the
Egyptian companies listed on the stock exchange that have significant Saudi or
Emirati investments in certain selected sectors. The bars show the percentages
of the total Emirati and Saudi firms operating in the designated sector, and the
number on the bars shows the number of Saudi or Emirati-invested domestic
firms in the referred sector. The banking and non-banking financial services
sectors are among the key business areas where Saudi and Emirati investment
trends converge. Saudi and Emirati investors have a visible presence in the
Egyptian financial sector, holding significant stakes in local Egyptian banks. In
addition, Saudis and Emiratis hold controlling stakes in some of the largest fi-
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nancial institutions, gaining exclusive management authority. For example, the
Faisal Islamic Bank of Egypt was founded in 1977 by Mohammed bin Faisal Al
Saud as a Sharia-compliant joint stock company. In addition, another Islamic
financial institution, al-Baraka Bank Egypt, was established as a subsidiary of
the multinational al-Baraka Banking Group, headquartered in Saudi Arabia.
Similarly, Abu Dhabi Islamic Bank Egypt is one of the subsidiaries of the UAE’s
Abu Dhabi Islamic Bank Egypt, in which the UAE’s state-owned investment
arm, the Abu Dhabi Investment Authority, holds substantial controlling stakes.

Another major sector where Saudi and Emirati investment appetites converge
is real estate. Emaar Misr for Development, one of the subsidiaries of the UAE-
based multinational Emaar Properties, is a prominent player in the UAE’s real
estate investment network in Egypt. Another leading real estate investment
company, Six of October Development and Investment (SODIC), was acquired
by the UAE’s state-owned Aldar Properties in 2021.>* In line with Saudi and
Emirati investors’ exploration of business opportunities in real estate, tour-
ism investments from these countries also show similar trends. Data from the
EGX suggests that Saudi and Emirati investors have shown similar interest in
building hotels and recreational facilities near Egypt’s tourist hot spots, in an
effort to gain a compelling edge in Egypt’s tourism sector. In 2014, the tourism
and real estate development sectors had the lion’s share of Saudi and Emirati
investments, accounting for about 65 percent of the total FDI stock.* Subsid-
iaries of Saudi and Emirati sovereign wealth funds invested in large-scale real
estate development projects, as well as state-led and military-sponsored land
reclamation projects, which were launched near the Toshka region and the
Suez Canal.*

Figure 2 also reveals two key differences in the sectoral preferences of Saudi
and Emirati investors in Egyptian listed companies. First, Emirati investors are
more inclined to invest in the pharmaceutical and healthcare sectors than Saudi
investors. As shown in Figure 3, Emirati investors have placed more emphasis
on investing in the healthcare sector in recent years, accounting for a significant
share of listed Egyptian companies with Emirati investment. Although Saudi
investment in pharmaceuticals is actually present in four listed local firms, this
sector plays a more significant role in UAE-originated investment, given the
sectoral distribution of local firms attracting a prominent level of UAE invest-
ment. This may indicate that Emirati investors are more willing to invest in
sectors that require a greater amount of capital devoted to research and devel-
opment. This finding implies that the UAE may be different from Saudi Arabia
and other GCC countries, which invest relatively less in research and develop-
ment (R&D) despite the presence of large resources at their disposal.”’

Nevertheless, state-sponsored investments in Saudi Arabia and the UAE in-
dicate that one capital-intensive sector has attracted considerable interest
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Saudi and Emirati investments from these countries: renewable en-

ithi t tsi ergy. Official contacts between the
converge with investments in Saudi and Emirati governments cul-

the renewable energy sector minated in lucrative deals for private

in Egypt, dem onstrating the and public players in Egypt’s renew-
able energy sector. To illustrate, Mas-
common approach of these dar, a subsidiary of the UAE’s sover-

countries to mitigate the risks  cign wealth funds, has been involved

associated with alobal polic in several investment ventures in the
g P y energy sector. These efforts include

responses to climate Change projects such as the establishment of
green hydrogen production facilities
in the Suez Canal Economic Zone and along the Mediterranean coast. In ad-
dition, Masdar has committed to working with the Egyptian Renewable En-
ergy Authority to build a wind-powered renewable energy facility.>® Similarly,
Saudi Arabia’s ACWA has reached an agreement with the Egyptian govern-
ment to build solar and wind power plants in the West Nile region.” These re-
newable energy investments by Saudi Arabia and the UAE are consistent with
their economic diversification visions, which include increasing investment
in green energy resources.® The Saudi and Emirati governments consider the
development of renewable energy production capacity as a viable investment
strategy because it can be built on existing institutional capacity, infrastruc-
ture, and knowledge.®’ Moreover, the abundance of available land and solar
yields makes green energy production a domain of comparative advantage
and a fertile means of diversifying their exports. It can therefore act as a hedge
against both annual oil price fluctuations and long-term trends in the world’s
transition to renewable energy consumption under the pressure of climate
change.®

On the other hand, Saudi investment diverges from the preferences of UAE-or-
igin investors when it comes to funds directed to the food industry. As can
also be seen in Figure 3, investment inflows from Saudi Arabia into Egypt’s
agricultural sector accelerated after the Arab Uprising, taking a prominent
place among Saudis’ sectoral preferences, along with real estate and financial
investments. Saudi figures show that Saudi investors show considerable inter-
est in allocating investments to Egypt’s agricultural industries, culminating in
agricultural investments representing more than 20 percent of all Egyptian
companies with significant Saudi investment. Major Saudi conglomerates have
invested in Egypts agricultural sector. The Saudi-based Savola and Havani
Brothers groups became prominent through their agricultural and livestock
investments in Egypt. These investments facilitated their acquisition of a sub-
stantial share of the Egyptian domestic market. These companies pursued a
strict strategy of vertical integration in the Egyptian market, investing not only
in the production of agricultural raw materials but also in securing market
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Figure 3: Sectoral Distribution of Egyptian Firms Listed in EGX with over 10 Percent Ownership
by Saudi or Emirati Investments between 2009 and 2022.
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power in the supply chain of the agricultural products produced in regional
markets.” Some of the Saudi companies have invested heavily in govern-
ment-sponsored land reclamation projects, acquiring large tracts of land allo-
cated for cultivation. The underlying irrigation systems and other infrastruc-
ture are provided by the Egyptian government, and the investing companies
are granted other commercial privileges.** In addition, Saudi investors have
maintained good relations with the Egyptian military in order to gain access
to certain land reclamation projects whose entry licenses are strictly regulated
by the military institution, such as the land reclamation project initiated in the
Sharq El Oweinat region.®
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Conclusion

This article examined the relatively understudied link between GCC member
states’ economic diversification policies and these countries’ regional invest-
ment flows to non-GCC Arab countries, which have accelerated since the early
2000s. Using a case study design, this study examines Saudi Arabia’s and the
UAE’s investment patterns in Egypt and the extent to which these countries’
investment patterns are consistent with their economic statecraft, which in-
cludes geo-economic motives. Specifically, this research explores the compat-
ibility of regional investment trends and economic diversification goals and
examines how these two economic transformations reinforce each other to
contribute to Saudi and Emirati geo-economic policymaking to address polit-
ical, economic, and environmental risks.

The analysis of the EGX and state-sponsored investment data shows that Saudi
Arabia and UAE-originated investments in Egypt have been gradually increas-
ing since the early 2000s, albeit some aberrations occurred due to the chang-
ing political landscape following the Arab Uprising. After Saudi Arabia and the
UAE’s favored incumbent, Abdel Fattah el-Sisi, came to power, investments
from these countries gained unprecedented momentum. Both Saudi and Emi-
rati state-led investment vehicles and conglomerates linked to the political and
business elite of these countries had consolidated their foothold in the Egyptian
economic landscape, exploring investment opportunities through partnerships
with either Egyptian state institutions or prominent local private business ac-
tors. Particularly after 2015, subsidiaries of Saudi and Emirati sovereign wealth
funds invested in strategic real estate, tourism, agriculture, renewable energy,
and financial sectors, either pursuing M&Es or partaking in joint investment
companies established in partnership with local public or private actors.

The sectoral analysis of these Saudi and Emirati investments shows that the
bulk of the investments target sectors that are prioritized in these countries’
economic diversification visions, highlighting the policy link between these
countries’ domestic economic restructuring efforts and their regional invest-
ment flows. Moreover, Saudi and Emirati investments converge with invest-
ments in the renewable energy sector in Egypt, demonstrating the common
approach of these countries to mitigate the risks associated with global pol-
icy responses to climate change. Nevertheless, Saudi and Emirati investment
trends differ when it comes to specific sectors. Saudi Arabia shows more in-
terest in agricultural investments, which could be related to the fact that Saudi
Arabia is more concerned about food insecurity due to its larger population.
On the other hand, the UAE shows a greater propensity to invest in the capi-
tal-intensive pharmaceutical and healthcare sectors, which contrasts with the
prevailing trend in the GCC of allocating fewer resources to business ventures
that require intensive investment in research and development.*
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The study highlights a significant insight: The By directing investments

current investment patterns of Saudi Arabia t d efficient and
and the UAE in the MENA region reflect a oward efncient an

strategic economic approach. This suggests a prod uctive sectors,
de'li.berate .effort by leaders iljl both countries to it's p ossible to

utilize political and economic resources to fos- .

ter greater regional economic integration, with address |0n95tand|ng

them taking the lgadf:fThis é;rowingl economic unemp|oyment
cooperation could offer substantial prospects
for sustainable growth and development across challenges, thereby

the region. By directing investments toward promoting enduring
efficient and productive sectors, it's possible  aconomic stability and
to address longstanding unemployment chal- .

lenges, thereby promoting enduring economic self-reliance

stability and self-reliance.

However, the research also identifies certain trends that foreshadow future
economic challenges for Saudi Arabia, the UAE, and other non-GCC Arab
nations. Firstly, data indicates that a significant portion of Saudi and Emirati
investments in Egypt are directed toward labor-intensive sectors, potentially
reinforcing the rentier nature of regional economies instead of fostering devel-
opment in capital and technology-driven industries. While the UAE deviates
somewhat from Saudi Arabia with its substantial investments in pharmaceu-
ticals, requiring funds for R&D, other sectoral trends are less encouraging.
Furthermore, apart from investments in agriculture and pharmaceuticals, the
analysis reveals a substantial convergence in sectoral trends between Saudi and
Emirati investments in Egypt. This convergence is understandable, given the
comparative advantages these countries hold in certain sectors globally. How-
ever, such similar sectoral trends might limit the potential for specialization
among regional countries and could adversely affect prospects for regional
economic integration in the future. @
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