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1. Executive Summary

1.1 Overview

Infrastructure often refers to the set of systems and facilities that serve a region, and involves
the facilities and services necessary for households, organizations, and economy to function. The
document splits infrastructure into three types - residential, commercial, and industrial. Under
scope of residential infrastructure, the development of various residential areas and residential
projects were considered. Under commercial, development of various commercial buildings,
water and wastewater facilities, roadways, bridges, transportation facilities and other public
infrastructure were considered. Industrial infrastructure covers the development of various
industrial areas, free zones, and other related facilities.

1.2 Gulf Cooperation Council

The Gulf Cooperation Council (GCC) is a regional organization of Qatar, Saudi Arabia, Bahrain,
Kuwait, Oman, and the UAE, set up in 1981. The alliance was formed to enhance its members'
integration, coordination, and interconnection. Despite a global economic downturn, the GCC
witnessed relatively strong economic growth, moderate inflation, and fiscal surpluses in 2022.
Much of the region has seen an impressive rebound in economic activity, with Gulf energy output
providing stability during the global energy crisis. This has also enabled GCC nations to ramp
up their efforts to progress strategically important activities ranging from trade facilitation to
infrastructure development. Infrastructural development is critical for these countries, as the
participating nations focus on diversifying economies and attracting foreign direct investment
(FDI). The GCC states are already seeking to transform the basis of their economies with the help
of private-sector participation (PSP). Greater PSP offers other longer-term benefits to the GCC
states. Well-structured PSP projects would attract interest from international investors around
the world, thus promoting foreign direct investment in infrastructure development. Governments
of GCC countries are also striving to develop detailed policy outlines for planning and managing
public investments.

Additionally, development plans across the GCC emphasize logistical infrastructure as a driver
of economic diversification. GCC plays a pivotal role in the worldwide circulation of goods. The
reasons for the growth of the GCC's logistics infrastructure can be attributed to its strategic
geographic position along the Europe-Asia trade route, which has boosted massive expenditure
on mega transport infrastructure in various GCC states, including airports, ports, trains, and roads.
Chind's growth as a manufacturing hub triggered a substantial increase in the export of oil, gas,
and petrochemical materials from the GCC region eastwards. It also prompted the import of a
vast array of commodities from East Asia for internal GCC consumption and re-export to Europe
and other areas.



1.2.1 Potential Future Outlook
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Focus on economic diversification creates
tremendous potential for Infrastructure growth in
GCC countries.

The regional policy visions and development
strategies depict a future underpinned by
dynamism, thruput, and innovation

Well positioned to play a pivotal role in the global
energy transition.

A broad network of Free Zones and Special
Economic Zones can boost industrial
infrastructure in the GCC.

Projected to develop sovereign wealth funds
and reduce dependency on government support
or subsidies.

(OB ORORO

OB OB ORC

Different "Vision” documents of each GCC nation
can act as a guide for systematic infrastructure
development

Several large-scale infrastructure development
projects are in progress to attract FDIs.

Expected to extensively promote circular carbon
economy, while advancing competence across the
oil and gas value chains.

Anticipated to reduce the private sector's
dependence on governmentfunded projects
and consumption.
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2.6CC

21 Introduction to Infrastructure Sector

211 Overview and Key Industry Trends

The infrastructure sector in the Gulf Cooperation Council (GCC) is growing at a significant pace in
the world. Since most of the GCC countries seek diversification of their country's income source, they
have a wide focus on developing infrastructure in different sectors. The oil & gas sector is presently
the major contributor to the GDP of the GCC, and the region emphasizes on reducing its share in
the sectoral composition of the economy. Most GCC countries have devised a long-term vision plan
to guide the growth of diverse sectors. Such plans subsequently encourage the progress of the
infrastructure sector as its growth positively impacts the associated upstream and downstream
industries. All the GCC countries have initiated several large infrastructure projects, ranging from
civil engineering projects to educational institutions. Most GCC countries also have strong balance
sheets, healthy funding, and stable earnings profiles. However, glolbal macroeconomic factors are
expected to create some downturns in the infrastructure sectors’ growth in 2023.

212 Infrastructure Market Size and Forecasts (2018-2028)
2.1.21 Saudi Arabia
Figure 1. Saudi Arabia Infrastructure Market - Revenue and Forecast to 2028 (US$ Billion)

98.04

70.33
6956
68.38
70.09
73.05
7550
78.93
8376

2018E  2019E  2020E 202IE  2022E 2023F 2024F 2025F 2026F 2027F 2028F

Source: The Analyst Team; A-Actual, E-Estimated, and F-Forecast
Note: The market numbers have been forecasted based on various parameters such as current GDP growth rate, share in GDP, inflation rate,
sector growth, projected investment in the infrastructure sector, vision document, revenue of related companies, and others
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As illustrated in the above graph, the country is the largest spender on infrastructure in the
GCC region and is witnessing an unprecedented boom in construction and urban mega
projects. Around 200 small, medium and large infrastructure projects are at different stages
of completion or implementation under the PPP model in the country. Prime examples of
infrastructure development include 400MW capacity Dumat Al-Jundal wind farm and the
2.65GW Ras Al-Khair power and water plant. The government's efforts to increase private sector
involvement in infrastructure development and its fiscal sustainability goals are important
drivers of the country's infrastructure sector.

2122 Qatar

Figure 2. Qatar Infrastructure Market - Revenue and Forecast to 2028 (US$ Billion)
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Source: The Analyst Team; A-Actual, E-Estimated, and F-Forecast
Note: The market numbers have been forecasted based on various parameters such as current GDP growth rate, share in GDP, inflation rate,
sector growth, projected investment in the infrastructure sector, vision document, revenue of related companies, and others

As depicted in the above graph, owing to preparations for the 2022 FIFA World Cup, expenditure
on infrastructure development has been high since 2018. Disruptions from the pandemic caused
a slight dip in 2020, which again increased in 2021. Post the World Cup, the expenditure on
infrastructure witnessed a slight dip. Currently, main infrastructure projects include expanding
water and electricity networks, completing highways, and the Sharqg Crossing Project linking the
Ras Abu Aboud area of Doha and the West Bay Highway District.
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2123 Kuwait

Figure 3. Kuwait Infrastructure Market - Revenue and Forecast to 2028 (US$ Billion)
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Source: The Analyst Team; A-Actual, E-Estimated, and F-Forecast
Note: The market numbers have been forecasted based on various parameters such as current GDP growth rate, share in GDP, inflation rate,
sector growth, projected investment in the infrastructure sector, vision document, revenue of related companies, and others

Infrastructure development is a vital agenda in Kuwait's Vision 2035, and the country has ~US$ 27.6
billion strong pipeline of infrastructure projects in the bidding stage. Additionally, the government
has recognized the need for a comprehensive digital transformation to drive better investment
timelines, resource commitments and attract more capital into the infrastructure sector. Hence the
above graph shows a significant jump in infrastructure expenditure by 2028 compared to 2020.

2124 UAE
Figure 4. UAE Infrastructure Market - Revenue and Forecast to 2028 (US$ Billion)
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Note: The market numbers have been forecasted based on various parameters such as current GDP growth rate, share in GDP, inflation rate,
sector growth, projected investment in the infrastructure sector, vision document, revenue of related companies, and others

As shown in the above graph, UAE's expenditure on infrastructure is expected to increase
significantly by 2028. The government strives to ensure sustainable and environment-friendly
development to perfectly balance economic and social development. It aims to develop quality,
consistent, sustainable, and robust infrastructure, including regional and transborder infrastructure,
to support economic development and human well-being.
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2125 Oman

Figure 5. Oman Infrastructure Market - Revenue and Forecast to 2028 (US$ Billion)
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Source: The Analyst Team; A-Actual, E-Estimated, and F-Forecast
Note: The market numbers have been forecasted based on various parameters such as current GDP growth rate, share in GDP, inflation rate,
sector growth, projected investment in the infrastructure sector, vision document, revenue of related companies, and others

As depictedin the above graph, Oman’'s expenditure oninfrastructure is rising at a good pace, guided
by the Vision 2040 economic development strategy. Current fiscal consolidation notwithstanding,
economic diversification plans will support the growth of various infrastructure sectors. Substantial
investment inthe country's transportation and the potential expansion of green hydrogen production
capacity also represent positive intent, especially with signs of definite progress in these areas.

21.2.6 Bahrain

Figure 6. Bahrain Infrastructure Market - Revenue and Forecast to 2028 (US$ Billion)
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Note: The market numbers have been forecasted based on various parameters such as current GDP growth rate, share in GDP, inflation rate,
sector growth, projected investment in the infrastructure sector, vision document, revenue of related companies, and others

Bahrain's infrastructure sector remained resilient, as depicted by the above graph, in the face of
adversities, including the pandemic and the decline of global oil prices, and is gradually returning to
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steady growth levels. As part of Bahrain's 2021 Economic Recovery Plan, the government announced
over 22 strategic infrastructure projects worth over US$ 30 billion, including the construction of
five artificial islands in the PPP model. Such emphasis on infrastructure development is aligned
with the Kingdom'’s Vision 2030 economic development strategy. The approach seeks to improve
infrastructure, industry, housing, and connectivity and thus requires a more diverse economic base,
with broader industrialization, training, and education of the national workforce.

22 Infrastructure Sector in Detadils
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221 Type of Infrastructure

GCC INFRASTRUCTURE SECTOR OUTLOOK

!ﬁﬁ Commercial

Residential

S
Ilm Industrial

2.2.1.1 Commercial

The increasing focus on infrastructure development has been driving the construction of roadways, airports, hospitality
buildings, and commercial structures in the GCC. Additionally, the growing trend of smart cities is expanding the horizon
for advanced buildings and transportation in GCC countries.

AP Tl

The construction industry accounts for ~15% of the national
GDP of Qatar. It became the largest nonminerals industry in

The UAE government plans to implement a series of projects

to accelerate economic development and attract asignificant @

amount of FDIs in the commercial sector over the next 9
years. The country is developing its transportation networks
at great speed and using innovative new methods to reach

ambitious goals. Transportation and road infrastructure

development continue to be important across the country.
The UAE has several transportation and road infrastructure
projects in the pipeline, such as the US$ 2.7 billion Sheikh

Zayed double-deck road scheme and the US$ 5.9 billion
proposed hyperloop project between Dubai and Abu Dhabi.
Dubai's Roads and Transport Authority (RTA) led Shindagha

Corridor project involves the development of a 13km long

road network in Dubai.

the country after it started working on developing
infrastructure for hosting the 2022 edition of the FIFA Men's
World Cup. Additionally, with the rising subscriber base and
growing internet usage, the country strongly focuses on
upgrading its telecom infrastructure. In March 2023, a Qatari
multinational telecommunications company announced its
plans to roll out Fibre to the Room (FTTR) technology for
home internet customers. Similarly, a UK-based provider
partnered with a US-based technology company to offer
enhanced 5G services, thereby enhancing its network and
providing better user experiences.

The commercial sector in Bahrain is
driven by large-scale,
government-funded infrastructure
projects, such as the King Hamad
Causeway transportation
infrastructure project worth US$ 35
billion. Additionally, the country is
striving to improve its healthcare
infrastructure. It opened two modern
multispecialty hospitals in January
and March of 2023. The government
of Bahrain also makes efforts to
improve connectivity with
neighboring countries by developing
its transportation infrastructure. In
February 2023, Turkmenistan and
Bahrain signed several agreements
to develop rail connectivity and take
other economic and trade
development initiatives. Thus, such
ongoing developments in the
transportation and healthcare
sectors create investment
opportunities in the infrastructure
sector in Bahrain.

The Civil Aviation Authority (CAA) of Oman plans to open the new southern
runway and taxiways of Muscat International Airport by the end of 2023 with a
planned cost of US$ 54 million. The air freight building at Muscat Airport is part of
the 200,000 sg.m. logistics gateways, which is a space set aside for logistics and
air freight services. Similarly, the country focuses significantly on the healthcare
sector. According to a press release published in May 2023, ~11 hospitals are
being constructed in Oman and are scheduled for completion between 2023
and 2025. The two major projects are the Al Suwaiqg Hospital in North Al Batinah
Governorate and the Sultan Qaboos Hospital in Salalah in Dhofar Governorate.
In September 2022, the Ministry of Health invited companies to submit proposals
for three hospitals in Al Falah in South Shargiyah, Al Nama in North Shargiyah,
and Samail Hospital in Dakhliyah. Thus, the transportation and healthcare trends
propel infrastructure investments in Oman.

Saudi Arabia is investing in developing the skyline of various cities within the
kingdom. In January 2023, the country signed agreements and MoUs worth US$
2.7 billion at a real estate forum organized in Riyadh. These deals would focus on
developments related to tourism, commercial, and residential projects.
Additionally, the country is focused on improving its road infrastructure to boost
religious tourism. To simplify visa processing and ensure a smooth journey for
pilgrims, Pakistan and Saudi Arabia signed the Road to Mecca agreement in May
2023. The total length of the road network in the Kingdom is more than 75,000 km
of roads and the total length of operating highways is more than 5,000 km. The
government is developing 49,000 kilometers of secondary roads to become
double roads. Thus, a rise in the focus on the progress of the tourism, healthcare,
and transportation sectors indicates an upsurge in investment opportunities in
the commercial infrastructure sector in Saudi Arabia.
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2212 Residential

Owing to a rising population and increasing migration of people from rural to urban areas,
countries in the GCC focus on expanding their urban capacities by promoting the initiation
and completion of different dwelling projects. As per the Dubai Statistics Centre and the
Government of Dubai , 1,780 private villa permits and 117 multi-story building permits were
granted in the city in 2022, as compared to 1166 and 87 permits granted, respectively, in 2019.

The data showcases a tremendous rise in demand for residential buildings. On the contrary, in
Oman, land plots granted for residential buildings decreased from ~28,000 in 2019 to ~2,000 in
2021. Although the situation was aggravated due to the COVID-19 pandemic-led downturn in
2020, the residential construction industry is expected to recover in the next 5 years, ie,
2021-2025. In Kuwait, an upsurge in demand for public housing is projected to drive long-term
residential construction growth.

The Public Authority for Housing and Welfare of the Kuwaiti government plans to build 250,000
housing units by implementing a public-private partnership model in the next 15 years. This
plan includes 11,000 units under the Sabah Al-FAhmad project and is expected to house up to
100,000 people upon completion. The South Al-Mutlaa City project will have the capacity to
house 28,000 families upon completion.
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2213 Industrial

h 4 y
The industrial infrastructure landscape in GCC is quite The energy sector is one of the most
dynamic and is changing rapidly. Most countries in the GCC promising sectors in GCC. For instance,
are focusing on attracting foreign investments for the UAE is planning to revisit its energy
proliferation of their industrial sectors since there is a strategy to attract more investments in
growing focus on diversification. Hence, different GCC solar energy and green hydrogen
countries have been providing various incentives for projects. It has set a target to propel its
attracting multinational organizations to open plants in the renewables capacity at an annual

average rate of 16.7% during 2021-2030
to be able meet the 11.3% of the power
mix target by 2030. Similarily, Saudi
Arabia plans to set up projects to
generate 10 GW of renewable energy,
and plans to generate 50% of its
electricity from renewables by 2030.
The NEOM Green Hydrogen plant
being constructed for US$ 8.4 billion is
the world's largest green hydrogen

region.

For instance, in March 2023, IFFCO Group opened Middle
East's first 100% plant-based meat factory in Dubai Industrial
City. As per the Ministry of Climate Change and Environment

of the UAE, the plant would support the country's Food
Security Strategy while mitigating the impact of climate
change. The ministry also expects the new facility to support
its efforts to protect the country's ecosystems, enhance food
and water security, and diversify its food sources.

Similarly, according to the Saudi Vision 2030 strategic plant that will produce green ammonia
framework, Saudi Arabia strongly focuses on localizing key at scale. The plant is expected to utilize
product manufacturing abilities. In November 2022, the up to 4GW of wind and solar energy for
Saudi arm of a UK based engineering products producing up to 600 MT/day of
manufacturing company opened a 5,000 sg. m. carbon-free hydrogen by the end of
manufacturing plant in Dammam to supply valve solutions 2026,

and actuating systems.

Like the energy sector, the GCC nations are strongly focusing on improving the water and wastewater
sectors. UAE's Water Security Strategy 2036, devised in 2017, seeks to make certain sustainable access to
water during normal and emergency conditions. Under this strategy, the UAE intends to undertake several

infrastructural development projects in the future. The Government of Bahrain approved the National Water
Strategy 2030 in 2018 to ensure the effective management of water resources and provide sustainable water
supplies of the needed quality for the various economic sectors. Despite its relatively small population, Kuwait
produces the third largest amount of desalinated water in GCC, after Saudi Arabia and the United Aralb
Emirates. The country is striving to improve its existing infrastructure in a bid to incorporate sustainable
methods for desalinating water. Such trends are expected to boost the growth in infrastructure investments
in the region.
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222 Economic Contribution

2221 Government Initiatives and Programs

Government
Initiatives and
Programs

GCC nations focus on decarbonization, energy generation, transportation, utilities, and water security
infrastructure developments. For instance: Qatar targets 20% of its energy consumption from renewable sources
by 2030, and a carbon zero footprint by 2050. With their plans to expand water desalination and renewable
energy capacities, they are expected to attract higher investments in these infrastructures.

The GCC is developing proactive regulations, laws, and governance to achieve leadership in advanced
manufacturing. For instance, the UAE has set Key Performance Indicators (KPls) to measure its performance
against its yearly targets.

GCC Unified Water Strategy, approved by the GCC Supreme Council in 2016, seeks to overhaul the GCC's water
production, utilization, and management. Most GCC nations have aligned their water strategy to this unified
strategy.

Saudi Arabia aims to recycle 35% of all types of waste by 2035, and it plans to treat the waste that cannot be
recycled through the production of derivative fuels or the production of energy. Such plans are estimated to
require over 1,300 treatment facilities and landfills. Similarly, Integrated Waste Management Strategy 2021- 2041
has been implemented in the UAE while Ministry of Municipality's Zero Waste campaign aligned sustainable
strategic plan for waste management and recycling is being implemented in Qatar.

GCC nations strive to promote themselves as logistics hubs, generating scope for investments in transportation
and road infrastructure development. Efforts made for urbanization and the tourism sector's reinforcement also
support improvements in transportation and road infrastructure. Various GCC countries are planning and
implementing metro-rail connectivity projects, offering further investment opportunities in transportation
infrastructure.

Real estate market players are witnessing higher demand owing to improving urban infrastructure and rising FDIs
in the sector. Different governments are providing aid for subsidized housing to the economically weaker
demographic section; they have undertaken ambitious programs for the same, promoting the residential
infrastructure market.

The rising focus on social infrastructure projects offers great investment opportunities for developing schools and
hospitals.

The launch of new economic reform policies aimed at developing high-productivity finance and service
industries, and diversifying sources of state income is expected to promote industrial infrastructure growth in
the GCC.
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223 Labor and Regulatory Outlook

The high dependence on expatriate laborers, especially in infrastructure projects, is the primary
challenge faced by GCC nations. The labor force in these countries primarily comprises people
from Indic, Bangladesh, the Philippines, Pakistan, Nepal, and North African nations. Despite global
disruptions amid the COVID-19 pandemicin 2020, GCC countries continuedtoinvestininfrastructural
development, leading to a buoyant labor market and the creation of new jobs across multiple
sectors and geographies in the region. The COVID-19 pandemic caused a significant reduction
in employment in the region since several expatriates decided to return to their homelands. They
mostly rejoined the worksites post Q4 of 2021 after the reopening of borders, which led to the
recovery of the labor market in 2022. According to estimates by several private recruitment firms,
salaries across GCC countries are expected to rise by an average of ~5% in 2023. Saudi Arabia
and the UAE face relatively low inflationary pressure due to their strong financial positions. The
economic growth of both these countries is further supported by an upsurge in hydrocarbon prices.
On the other hand, the scenario is expected to be completely different in Kuwait since the country
is under tremendous inflationary pressure and has depleted capital reserves. Hence, investment in
infrastructure projects is not being pursued enthusiastically enough by the government.

Figure 7. Labor Statistics, GCC Countries (Million Heads)
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As showcased by above graph, Saudi Arabia had the highest labor force, and is expected to
continue its domination for the forecast period. UAE and Kuwait had the second and third largest
labor force in GCC, while Bahrain had the smallest labor force.
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224 Foreign Direct Investments

Figure 8. Foreign Direct Investment, Net Inflows (% of GDP)
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FDI inflow in the GCC's infrastructure sector has been rising steadily, despite challenges such as
conflicts in Europe, higher interest rates in major economies, and negative sentiment in financial
markets. Per the World Investment Report of 2022 by the United Nations Conference on Trade and
Development (UNCTAD), FDI inflows in the UAE surged by 11% to reach US$ 20.6 billion in 2021 from
US$19.8 billion in 2020, offirming its leading destination for FDIs in the Middle East. Construction and
real estate were two of the leading sectors to receive FDIs in the UAE. Saudi Arabia successfully
tripled its inflows to US$ 19 billion in 2021 from US$ 5.3 billion in 2020.

225 Capital Investments and Major Investors

« Saudi Arabia intends to raise investment US$ 1 trillion in the real estate and infrastructure sector by 2030. Under the Vision 2030
plan, 8 new cities with ~1.3 million new homes will be developed, most of which will be situated along the coast of the Red Sea.
The country also plans to position Riyadh among the world's 10 largest cities. Debt capital markets are expected to support a
significant portion of these new developments, even though the government has carved out a significant capital expenditure
(CAPEX) budget with support from strong liquidity and healthy balance of trade.

 In March 2023, Saudi Aramco, a leading oil-exporting company, announced plans to increase its CAPEX to US$ 45-55 billion for
2023 to ramp up its maximum sustained output capacity in Saudi Arabia. The expenditure will entail construction and
engineering activities for scaling up production and oil-to-chemical projects.

¢ SaudiArabia's information and communication technology market has received ~25 billion in investments since 2017, becoming
one of the fastest growing and largest digital infrastructure markets in the Middle East. In October 2021, Saudi Arabia launched
the National Infrastructure Fund (NIF) to develop projects worth US$ 53 billion until 2030. The NIF is one of the funds offered
under the National Development Fund (NDF), and it was set up to make the country less reliant on the oil and gas sector by
supporting investments in the energy, health, transportation, and water sectors.
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Bahrain plans to boost its infrastructure development through 50 megaprojects worth ~US$ 3 billion across the education, housing,
health, and technology sectors by 2024. The plans were announced through the 2023-2024 national budget draft presented to
Parliament in May 2023. The megaprojects include Bahrain Metro, the completion of the fourth bridge between Manama and
Muharrag, the construction of a new National Assembly, the development of all roads leading to the airport, the establishment of
Salman Industrial City, the revamping of Salmaniya Medical Complex (SMC), and giving a facelift to the media sector.

In April 2023, Bahrain introduced the Golden License to benefit corporations intending to make large-scale investments in the Gulf

state. It was announced as part of the economic recovery plan launched in October 2021 to boost growth and create jobs. )

TS

The Oman Vision 2040 document guides the planning of nationwide multisector activities. The Sultanate has significantly
increased its CAPEX, guided by the vision document, across different sectors. According to data published by the Ministry of
Heritage and Tourism in April 2023, 363 projects in the tourism sector, worth ~US$ 6 billion, have either been completed or will
be completed by 2025 in Oman; the ministry banks on integrated tourism complexes, which have attracted most investments
in this sector.

Investments in alternative energy sources are anticipated to significantly benefit investors owing to the increasing importance
of green energy in the Sultanate. Oman plans to utilize renewable sources to meet 35-39% of the national electricity
consumption by 2040 and is seeking international partners to achieve this goal. It is also planning several renewable energy
projects to achieve this target; these projects include the Waste to Energy Plant in Barka and Manah Solar Plant. The coastline
of Oman is being used to harness wind power to generate electricity.

Oman is also investing strongly in its transportation sector; the country aims to position this sector among the top 10 logistics
centers in the world by 2040. The government plans to rely on PPPs to operate the four terminals at the Port of Dugm and build
ports at Khasab and Shinas in the north. The National Aviation Strategy 2030, developed in February 2023, focuses on the
logistics industry through an elaborate air freight strategy designed to help domestic enterprises operating in foreign markets.
Thus, the ongoing developments in the energy & power, and transportation sectors make Oman an ideal destination for
investments .

Kuwait focuses on economic reform through its 2020-2025 development plan by facilitating the implementation of several
long-stalled mega infrastructure projects. It involves infrastructure upgrades such as the Mubarak Al-Kabeer Port
development on Boubyan Island, a new airport terminal construction (project valuation of US$ 4 billion), and a new oil refinery.
Hospital projects worth ~US$ 4 billion are also part of the government's plan to improve the bed capacity of hospitals across
the country. Additionally, the operating budget of the Ministry of Health is anticipated to reach ~US$ 18 billion by 2030. The
country also plans to increase the power generation capacity in the country through investments in power plants.

In April 2023, Kuwait's Public Authority for Housing Welfare (PAHW) awarded a leading engineering firm a contract worth US$
367 million for the South Sabah Al Ahmad City project. The contract entails constructing and maintaining main road works for
the city, setting up rainwater tanks, and providing infrastructure services. The project is scheduled for completion by 2026.

| Kewait

/

The UAE boasts of some of the world's tallest buildings and groundbreaking cityscapes and is at the forefront of creating
innovative skylines of the future. The government attributes great significance to infrastructure construction, as it considers it
the foundation of economic and social development. The country is also prioritizing transportation-related infrastructure
development, and several projects are currently in the pipeline, including the ~US$ 6 billion proposed hyperloop project
between Abu Dhabi and Dubai and the ~US$ 3 billion Sheikh Zayed double-deck road scheme.

e

CAPEX of Qatar has mostly followed an upward trend, buoyed by the country's financial and political stability and efficient
corporate tax system. The country has undertaken a series of reforms that were designed to create a pro-business
competitive environment while supporting transformation. The country is also proactively investing in residential infrastructure,
driven by a resilient economy with lower equity and securities risk. The residential market in Qatar has been a significant
beneficiary of ~US$ 229 billion spent on infrastructure to transform the country ahead of the FIFA Men's World Cup 2022. It
resulted in the creation of ~850,000 jobs over the past 10 years. Qatari high-net-worth individuals (HNWIs) are increasingly

focusing on real estate, mostly eyeing residential and office spaces for investments . )
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2.2.6

Ongoing and Upcoming Infrastructure Projects

o

ONO

In May 2023, Public Works Authority (Ashghal) unveiled the "Ashghal 2023" plan for construction projects.
Ashgal plans to float tenders for several new projects, including 22 building projects with an approximate
value of ~US$ 11 billion. Additionally, 10 projects worth ~US$ 800 million are already under construction. These
include establishing the Madinat Khalifa Health Center, developing Hamad General Hospital, constructing
Qatar Sidra Academy, and rehabilitating the Ministry of Municipality's veterinary laboratory building.

According to the Ministry of Industry and Mineral Resources of Saudi Arabiag, the infrastructure sector has
attracted foreign and joint investments worth more than US$ 144 billion as of March 2023. Projects such as King
Salman Park in Riyadh and Qiddiya Project are under construction in line with the Saudi Vision 2030, which is
guiding the country's growth path.

In April 2023, Kuwait's Public Authority for Industry announced plans to select a consultant to issue tenders for
building the country's first industrial zone for housing companies specialized in waste recycling, particularly
industrial waste.

In March 2023, the EDB stated that a leading Indian insulation materials manufacturer and a wristwatch
manufacturer are investing US$ 45 million to launch their operations in Bahrain.

In February 2023, Saudi Authority for Infrastructure Cities and Technology Zones (Modon) announced that the
country had 1171 operational food factories in total at the end of 2022. Also, Modon signed an agreement with
a leading food company to allocate new land in Dammam Second Infrastructure City. These developments
align with the goals of the National Industry Strategy and the initiatives of the National Infrastructure
Development and Logistics Program (NIDLP).

In January 2023, an investment firm and a US-based technology vendor signed an investment deal to develop
a GMPcertified facility for manufacturing essential raw materials for advanced biologics. Further, in March
2023, a UAE-based conglomerate opened four new factories to produce value-added food products. Three of
these four factories in the Dubai Investment Park would process meat, poultry, and seafood items. The fourth
factory in Jebel Ali Free Zone (JAFZA) would process herbs and spices. As of April 2023, 3 new food processing
plants, valued at ~US$ 232 million in total, were under construction in Abu Dhabi's Khalifa Economic Zones
(KEZAD).

In January 2023, Bahrain's Ministry of Municipalities Affairs & Urban Planning announced its plan to invite
proposals for its residual waste-to-energy (WTE) treatment plant. The project is expected to include the
development and operation of a incinerator equipped waste treatment plant with a maximum design input
capacity of 1,306.51 thousand MT per annum and a minimum operation period of 25 years.

In December 2022, a Canadian green energy and environmental services firm announced the setting up of
Oman's first e-waste recycling project covering an area of around 9,000 sqg. m. The facility is expected to have
a processing capacity of ~225 MT per annum in its first year, with plans to double the same by second year of
functioning.

In December 2022, the Ministry of Finance provided construction updates on the two largest projects of Saudi
Arabia through its budget statement for fiscal year (FY) 2023. The country is expected to undertake the
rehabilitation and afforestation of urban valleys, afforestation of residential neighborhoods, and completion of
treated water networks of 533 km for the Green Riyadh project by the end of 2023. Further, the status of the
King Salman Park project as of 2022 revealed the completion of a visitors' pavilion and the royal arts complex,
soil withdrawal from the park, and the initiation of excavation. Saudi Arabia is also expected to complete most
bridges and tunnels and begin the work on a "smart city" by the end of 2023.

In November 2022, a leading US brand signed a project deal worth US$ 4 billion with a leading Saudi Arabian
real estate developer to build a complex on the outskirts of Muscat. The project would include several villas,
hotels, stores, and a golf course.

In November 2022, a UAE-based manufacturer of disposable food packaging products launched its
manufacturing plant in Doha's new industrial area. Further, an ammonia-7 project (worth ~US$ 1 billion) located
in Mesaieed Industrial City (MIC), with a capacity of 3,500 metric tons/day, is expected to become the world's
largest blue ammonia facility upon its completion, which is due in the first quarter of 2026.

The 1200-km-long Etihad Rail (worth ~US$ 11 billion) is a railway infrastructure project under construction in the
UAE. The project was started in 2016 and is scheduled for completion by 2024. The railway is expected to run
from the Saudi Arabian border to Fujairah in the UAE, on the Indian Ocean coast.
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Flourished [ e Diversification \ Awareness of Water
Telecommunications Sustainability
Market Economic diversification efforts to increase

For the past two decades, the
GCC countries have mobile pen-
etration rates of more than 100%,
indicating that more than one
mobile phone is in use per
person. These high rates also
mean the market is well pene-
trated. The growth is expected to
come from increased revenue
per user from higher usage
and/or higher rates offered for
more valueadded services. GCC
countries have supported
large-scale implementation of
industry-leading  technologies
like 5G and the Internet of Things
(IoT). Moreover, consumers in
these countries are tech-savvy
and prefer migrating to cut-
ting-edge technologies.

These favorable conditions have
propelled telecommunication
companies in the GCC to intro-
duce modern services proac-
tively. A leading , a telecom pro-
vider, has begun preparing for
the switch to 6G, which is antici-
pated to be 100 times faster than
5G, while the rest of the world is
still in the process of 5G imple-
mentation. Thus, the matured
and steady telecom business in
the GCC exhibits consistent
financial performance every year.
These enterprises generate
strong cash flows, allowing con-
sistent dividend payments.

contribution to GDP from non-oil sectors result in
increased infrastructure project funding. The
GCC nations are shifting their focus towards
infrastructural development to assist industries
such as tourism, manufacturing, banking, and
logistics. Hence CAPEX on utilities, roads,
telecommunications networks, airports, seaports,
and building railways is rising. For instance, GCC
has started making significant  railroad
investments in recent years. Plans for the area
call for building approximately 8000 km of
mainline trains over the next ten years, some
across rugged terrains. Such investments may
result in the development and expansion of the
infrastructure sector, opening new prospects for
building and development projects.

In Saudi Arabia, the government is striving to
involve the more efficient private sector to
achieve the diversification program according to
Vision 2030. It entails developing robust policy
frameworks for planning and managing public
investments,  focusing on infrastructure
development, generating jobs, and ensuring
sustainable growth without requiring significant
financial support from the government.

Similarly, in the UAE, several initiatives have been
taken, including adopting structural reforms to
liberalize residencies, offering funding to attract
start-ups and boost entrepreneurship, and
building international connectivity along with a
robust logistics network to boost the emirate’s
role in the global economy. Other GCC nations
are also following similar patterns in an effort to
diversify their sources of income and reduce
dependence on the oil & gas sector. Such trends
in  diversification  efforts are  boosting
infrastructure development in the country.

Water demand is swiftly rising
throughout GCC, promoted by
factors such as  population
growth, urbanization, agricultural
growth, increase in industrial proj-
ects, and real estate development.
As a result, a recent report by a
leading research firm estimates
that the GCC's water demand will
increase by 62% by 2025 and that
the GCC countries will invest ~US$
80 billion in water and wastewater
projects. Strategies are being
rolled out across the GCC to con-
serve and reuse water resources.
For instance, the UAE's Water
Security Strategy 2036 plans to
reduce water demand by 21% and
increase the reuse of treated
water by 95%.

Similarly, Saudi Arabia’'s Qatrah
initiative strives to cut daily per
capita water consumption from
263 liters to 150 liters by 2030. Simi-
larly, water sustainability in agri-
culture is also being prioritized
since it is responsible for ~82% of
Saudi  Arabia’'s  non-renewable
water consumption. Hence, sev-
eral of GCC's utility providers are
leading the region's water innova-
tion initiatives to deliver consis-
tent, long-service, and low-main-
tenance water treatment plants.
This in turn, is strongly driving
infrastructure growth, respective
to sustainable water usage, in the
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Irrespective of the unpredictability of the global economy, the GCC is in a relatively good place because of its robust economic
growth, low inflation, and budgetary surpluses. However, these projects fall short of their objectives without strong regulatory
frameworks for managing and planning public investments. Sound public investment management (PIM) requires the right
selection and correct implementation of investments. The PIM ensures clarity on demand for additional infrastructure,
coordination between investment projects and sectoral & national plans, maximum synergies between government
organizations, and adequate risk management.

According to the International Monetary Fund's (IMF) analysis, ineffective PIM processes typically cause GCC countries to lose
~30% of the returns on their investments. Non-standard methods for evaluating proposed investments, financing demands that
don't match budgetary allocations, insufficiency of inter-agency coordination, a lack of investment of ex-post evaluations, and
inadequacy of performance data and reporting are among the major causes of inefficiencies in the GCC. The IMF suggests that
improvements in PIM can help GCC eliminate up to two-thirds of its inefficiencies. An effective PIM framework can also enhance
GCC's fiscal stability and fiscal planning legitimacy. It can assist the governments with economic diversification, a prime
\strotegic objective for most GCC nations to advance toward their national sustainable development goals. /

~N

Lack of Public Investment Management Framework




ks

22

GCC INFRASTRUCTURE SECTOR OUTLOOK

/

vependence on hydrocarbon-generated finance challenges the growth of the infrastructure sector.

Dependence on Hydrocarbon
Although the GCC nations have been undertaking major initiatives to diversify their economies, most are still strongly reliant on the
hydrocarbon sector. Gulf countries have two main advantages - the lowest extraction costs and lower emission of greenhouse
gases during extraction, than other oil producers. The demand for Gulf oil from various nations has been strong due to such advan-
tages. It has increased the difficulty of GCC nations in transitioning to renewable energy sources and, hence, has been somewhat
hindering the growth of the renewable energy sector. Additionally, macroeconomic challenges often lead to strong volatility of oil
prices. GCC nations are thus exposed to the consequences of a sharp fall in the worth of their main productive asset due to a sudden
decline in global demand for oil. The consequences are anticipated to be more pronounced as it can affect public oil companies,
public finances, and external accounts. On the other hand, the lack of focus on non-oil sectors, perceived and real political risks, and
a limiting business environment impede the inflow of FDIs in GCC countries. Thus, the slow diversification of the economy and high
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\is expected to lower the challenge's impact to a large extent.

Marginal Climate
GCC nations are characterized by marginal climate, referring to poor soil quality, high temperatures, and low annual rainfall. It
challenges infrastructural growth in various ways. Firstly, it often leads to the lower operational life of different public infrastruc-
tures. Secondly, the marginal climate often leads to lower functioning capability of laborers and reduced efficiency, which also
restrains construction activities. Thirdly, the region is highly dependent on desalinated water, which restrains the setting up of
high-growth but water-intensive industries, such as semiconductor manufacturing, hindering industrial infrastructure growth.
Again, such an environment also leads to higher opportunities for infrastructure development. While the climate cannot be
changed, adopting sustainable advanced methods, such as aquaculture and renewable energy-powered desalination plants,
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Opportunities

f

Well-Developed Projects Pipeline

In GCC, the total contract value of projects climbed back to more than US$ 100 billion in 2021 aofter a decline below US$ 70 billion
in 2020 amid the COVID-19 pandemic. Further, in the first half of 2022, the GCC won contracts worth ~US$ 40 billion, and the totall
value of projects is anticipated to remain strong until the end of the year and beyond. According to projections by various official
sources, the pipeline of planned projects or those in progress in the GCC was worth ~US$ 2.65 trillion at the end of June 2022. Saudi
Arabia and the UAE A are responsible for ~60% and 20% of the GCC's planned future construction and transportation projects,
respectively. The GCC project pipeline until 2026 would include significant real estate projects, energy transition, Transportation

J

(particularly railway construction), energy sector capacity growth (oil and gas production), and industrial developments.

.
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Focus on Renewable Energy

GCC nations are continuously investing in the development of green energy
sources in an effort to harness the natural resources abundantly available in the
nations. GCC countries are situated near the equator and have some of the highest
solar exposures in the world. Solar power plants in the area are expected to have
~1,700 to 1900 hours of full-load operation per year. European solar plants, in com-
parison, average ~900 to 950 hours of full-load operation per year. A solar-photo-
voltaic panel in GCC can produce twice as much output as in Germany or any other
European country.

Furthermore, the output of a solar power plant in the GCC nations is aligned with
daily and seasonal variations in demand. Air conditioning requirements drive peak
electricity consumption in GCC countries and thus rise and fall in tandem with the
output of solar power plants. In countries with colder climates, electricity demand is
typically highest during winter, when solar plant outputs are lowest due to limited
sun exposure. As a result, renewable energy sources are being focused upon in the
GCC.

Besides solar energy harnessing infrastructure, GCC also focuses on harnessing
wind energy and hydrogen power. Though wind power has been slow to develop in
the Gulf region, it holds strong potential to increase efficiency in regional strategic
industries and contribute to national development goals. Wind energy can be har-
nessed for areas having high wind power, but limits solar power generation due to
high concentrations of mineral dust in the air. Qatar has 1421 hour of full-load wind
per year, whereas Dugm, Oman has 2,463 hours of full-load wind per year and could
potentially generate up to 75GWh net annual energy production (AEP). Hence, it
offers great growth opportunities for wind energy harnessing infrastructure.

The rising shift towards green hydrogen allows GCC nations to play a commanding
role in this new industry. Green hydrogen could develop into a major and versatile
power source of the decarbonized future. Due to abundant, low-cost solar energy,
the GCC holds significant advantages in producing green hydrogen. Renewable
energy can convert green hydrogen to green ammonia, then be exported to foreign
markets. Developing a national strategy, initiating pilot projects, and creating a sup-
portive policy, regulatory, and investment framework are the initial steps to develop
green hydrogen harnessing infrastructure. Hence it offers GCC's infrastructure
sector a great growth opportunity

\
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Recycling of Brine from
Desalination Plants

Freshwater is available at a premium in GCC, and hence the
nations strongly depend on desalinated seawater. The GCC
nations have been extracting groundwater significantly, far
outpacing its ability to regenerate. Thus, desalination is a
natural fit for them to meet the everincreasing demand for
water. It is a capital-intensive and energy-exhaustive
process, yet it has been widely used in the region. Cost and
energy are not big challenges of desalination for GCC, but
the primary issue is brine, the byproduct of the desalination
process, which essentially is highly concentrated salty
water. Brine also contains byproducts of the specific
treatment process employed by the plant. Discharging brine
in the surrounding seas can lead to several harmful effects,
including rising salinity of surrounding shallow seas,
affecting the natural currents, and threatening marine life.

Development of infrastructure for converting the brine to
useful chemicals can aid in averting such threats to the
surrounding marine ecosystem. It can include sodium
hydroxide or caustic soda production, which can be further
utilized for pretreating seawater going into the desalination
plant. It is a strong base and can change the water's acidity,
thus preventing fouling of the filter membranes of salty
water — a key cause of interruptions and failures in most
reverse osmosis (RO) desalination plants. Another significant
chemical employed by desalination plants and several
other industrial activities is hydrochloric acid, which can also
be produced on-site from the waste brine utilizing verified
chemical processing techniques. The acid can be used for
cleansing parts of the desalination plant, for varied chemical
production, and as a source of hydrogen. Thus setting up
allied facilities for treating the brine solution offers great
growth opportunities for the infrastructure sector.
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234 Macroeconomic Factors Impacting the Sector

e The GCC has invested US$ 121.3 billion in plans to enhance land transport infra-
structure, including road, bridge, and railway projects. Dubai, Saudi Arabia, Qatar,
Kuwait, Oman, and Bahrain will likely benefit from this cash infusion. Major GCC
countries are expected to focus on increasing their transport networks' capacit
GOVERNMENT m & o i s

and effectiveness to meet the growing population's expectations.

e Thriving economies and two global events—the World Expo 2020 and the World
Cup 2022—also provided the impetus to their efforts toward infrastructure devel-
opment.

» The construction sector in the GCC is poised to exhibit strong growth in the short
to medium term, outperforming growth in the economy. The region is projected to
grow at a yearly rate of 3.5-4% in 2023-2024.

Most GCC nations don't have a diversified economic contribution and rely heavily

on oil & gas revenue. Hence downturn in the 0il& gas industry can render the na-
tions vulnerable and hamper investments in infrastructure growth.

ECONOMICAL

&

* GCC is the main exporter of non-renewable energy, which contributes to the
growth of the regional economy. The economic status of the GCC supports the
elevated standard of living. More than 80% of GCC's population resides in urban
areas, which leads to an increase in residential as well as commercial construction
growth.

» Urban construction accounts for 62% of the total constriction activities in the re-
gion.

(1)

SOCIAL

0.
o’

» According to different technology providers, the need to meet strict deadlines and
the intent to deliver projects on time with accuracy are the main factors driving the
adoption of cutting-edge innovative technologies, including building information
modeling (BIM), connected construction, digital twins, robotics, and artificial intel-
ligence (Al). Incorporating these technologies is important, particularly in compli-
cated and large-scale projects such as Neom, the Red Sea Project, and the Etihad

REases Railway.

* The growth rate of the GCC construction sector is poised to surpass the pace
of its overall economic growth with an average annual increase predicted in the
range of 35-4% during 2023-2024.

TECHNOLOGICAL

» A survey conducted by a leading global real estate consultant in 2021, involving

373 corporate real estate professionals, ranked the UAE the world's 14th coun-

’& try in terms of the number of sustainable buildings. According to this global sur-

vey, the UAE is at the forefront of green buildings construction in the GCC. With

ENVIRONMENTAL C ’ 869 green-rated buildings, the UAE was the only GCC nation to rank in the top 30

countries in the world. Saudi Arabia stood 54th with 38 green-rated buildings, while

Qatar ranked 32nd with 140 green-rated structures. Kuwait and Oman occupied
69th and 70th places, respectively, with 12 green-accredited structures apiece.

* The successful implementation and operation of any infrastructure project de-
pend on the legal framework in a country. Although each GCC country has its laws,
the region needs a uniform legal system in place to promote infrastructure growth.

LEGAL & » For instance, the importance of a unified railway transport law across the GCC

was recognized in 2019, which aims to promote harmonization and the enhance-
ment of freight and passenger transport between the GCC countries. Introducing
a unified transport law could transform the entire transport system by updating
the regulations of each GCC nation to ensure they are aligned.

Source: The Analyst Team
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3.Country-Level Impact of
COVID-19 On Infrastructure
Sector

The impact of the COVID-19 pandemic differed from country to country across the Middle East
as selected countries recorded a large number of cases and subsequently attracted strict and
more extended lockdown periods or social isolation. These factors led to an overall decline in
their GDP in 2020, further affecting the eagerness of governments to invest in infrastructure
development. Additionally, labor and materials shortages led to a significant decline in infrastructure
development for the first three quarters of 2020. This also resulted in delayed implementation or
even cancellation of several infrastructure projects, as authorities focused more on adapting
to the changing economic scenario and containing SARS-CoV-2 transmission. Thus, in 2020, the
infrastructure sector experienced a notable downturn in the GCC, though the magnitude varied.
However, as the global economy recovers from the pandemic’'s ramifications, the infrastructure
sector in the GCC is gradually regaining steady growth status. The estimated negative effect of
the COVID-19 pandemic on the growth of the infrastructure sector in various countries is described
below:

Figure 9. Impact of COVID-19 Pandemic

Assessment of COVID-19's Negative Impact on Infrastructure Sector

Saudi Arabia - -

BN I JC JC 1 LowImpact N N B mmm mm  High Impact

Source: World Bank
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% Decline in Industry (Including Construction) Contribution to GDP, 2020
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As evident from above line graph, a significant decline was witnessed in the industry's GDP
contribution in 2020, compared to 2019.

3.1 Implications of COVID-19 Pandemic on Country-Level Infrastructure Sectors:

A decline in GDP from fluctuating oil prices led to decreased investments in infrastructure development.
» The infrastructure sector was severely disrupted owing to the high dependence on expatriate laborers.
¢ Economic stress from the COVID-19 pandemic led to cancellations or postponements of several infrastructure projects.

¢ The COVID-19 pandemic led to a 30% fall in oil sales in April 2020, which led to a decline in the GDP of Qatar.
« Better industrial diversification safeguarded the country against severe economic downturns.
» Construction activities resumed fast to continue preparation for the FIFA Men's World Cup 2022.

Kuwait

¢ Heavy dependence on the oil & gas sector and unstable global oil prices severely impacted Kuwait's economy.

» Kuwait's fiscal deficit sharply rose, and the General Reserve Fund almost got exhausted in 2021. Hence, the country cut down
spending on infrastructure development.

* Global supply chain disruptions further impacted infrastructure growth.

* The COVID-19 pandemic caused moderate disruptions to UAE's economy, primarily due to restrictions on movement and high
dependence on the expatriate workforce.

« Better industrial diversification shielded the country from severe economic downturns.

* Investments in infrastructure development resumed post-Q3 of 2020.

* The government launched several broad social and economic reforms to recover from the COVID-19 pandemic-related downturn. |

¢ The COVID-19 pandemic led to weak economic growth and higher budget deficits in Oman.
¢ The government reduced its spending and increased taxation to counter the indebted finances.
» Subsequently, the pandemic hampered investment and focus on infrastructure development.

Bahrain

* Bahrain was relatively well-shielded from the adverse effects of the COVID-19 pandemic.
« Diversification of industries allowed the country to limit the domages and steep decline in GDP.
{ The Government of Bahrain is focused on 22 specific infrastructure projects to drive the economic recovery plan.
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3.1.2

Post Pandemic Outlook:

* Saudi Arabia undertook a concerted, whole-of-government approach to the

recovery process and involved across-the-board effort by the different govern- . .
ment layers. Saudi Arabia
* IMF forecast that Saudi Arabia would be the fastest-growing economy among the
G20 nations.
» More than 15 large-scale projects have been launched in recent years to trans-
form and diversify the country’'s economy.

» Qatar has shown resilience and has emerged from the COVID-19 crisis in a strong
position.

 Higher energy prices, progress in the North Field LNG expansion, restored
relations with neighbours and preparations for theWorld Cup drove the infra-
structure sector strongly.

* Preparations for hosting the World Cup led to rapid development of transporta-
tion infrastructure, including the metro and road.

* Benefiting from high oil prices, Kuwait's economic recovery continued strongly
in 2021, and inflation was largely contained.

 The fiscal and external balances have strengthened, and external buffers are
increasing, mainly from high oil revenues and expenditure restraint.

* The strengthened fiscal position is expected to aid in continuation and restart
of various pending infrastructure projects.

e The UAE's 10-year Industrial Strategy "Operation 300bn" aims to empower and
expand the industrial sector to become the driving force of a sustainable nation-

UAE
al economy.
support the economic sectors.

 Dubai launched a Creative Economy Strategy to double the contribution of its
creative industries, and thus promoting growth of industrial infrastructure.

: * In August 2020, the UAE Cabinet approved the launch of 33 initiatives' plan to

¢ The Sultanate is expected to improve gradually and strengthen in the medi-
um-term.

 Frontloaded fiscal reforms, including VAT, and cuts in spending turned the
country's fiscal and current account deficits into surpluses.

Oman

* Rising hydrocarbon production, improved non-oil revenues, and the rational-
ization of expenditure on infrastructure projects.

* In October 2021, the government of Bahrain announced an action plan to secure
the economy's long-term competitiveness and aid in post-COVID 19 recovery..

» The current oil price outlook provides an opportunity to proceed with ambitious
reforms under favorable macroeconomic and financing conditions to put debt on
a firm downward path.

* In January 2023, Bahrain's government endorsed a new four-year program 2023-26,
which prioritizes several objectives including improvement of infrastructure.

Bahrain
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4. GCC Infrastructure Outlook

4.1 GCC Comparison

The below segment compares the six GCC nations on various parameters. It showcases which
country has better infrastructure, and in which sector. Additionally, it also showcases the
improvement areas and collaboration potentials between the nations.

Table 1. Global Quality Infrastructure Index (2021)
United Arab Emirates 0.75 49
Saudi Arabia 0.68 58
Qatar 056 73
Oman 0.53 82
Bahrain 0.51 91
Kuwait 050 93

Source: Global Quality Infrastructure Index (GQIl) Program

As shown in the above table, the UAE outscores all the GCC nations in terms of quality infrastructure.
Better measuring development in standardization and accreditation is attributed to the country's
better performance in this index. The Global Quality Infrastructure Index (GQIl) brings together
official data from national and international accreditation, standardization and metrology bodies
and shows the development of quality infrastructure (Ql). The index confirms the strong correlation
between developing the national Ql and export performance of a country or territory. It is an open
initiative to promote quality infrastructure information transparency and intelligence worldwide,
compiled by two reputed consulting firms.

Figure10. Telecommunication Sector Comparison

Fixed Line Penetration in 2021 (per 100 people)

Saudi Arabia Bahrain

H vAE B saudi Arabia [ Qatar Oman [ Bahrain B Kuwait

Source: World Bank

| UAE___| saudiArebia | Qatar | Oman_ | Bahrain | Kuwait |

3815 2945 1.6 11.59 11.42 1.66
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Mobile Penetration in 2021 (per 100 people)

Bahrain

Saudi Arabia Kuwait

W vAE B saudi Arabia [l Qatar Oman [ Bahrain B Kuwait

Source: World Bank

| UAE | saudiArobia | Qatar | Oman___ | Bahrain | Kuwait |

19473 16278 14420 135.08 131.45 126.36

Although there is a dearth of fixed line penetration among the GCC members, the ubiquitous
coverage for mobile penetration inspires confidence in the telecommunication sector andis a
testament to the centrality of the ICT sector for the GCC. The figures above also illustrate the
respective monarchies' commitment to developing ICT and bolstering 5G connectivity.

Figure 11. Transportation Sector Comparison

Container Port Traffic 2021 (TEU: 20 Foot Equivalent Units)

Saudi Arabia 219247

- 20436

Kuwait

Oman - 18219
Bahrain - 29475

0 50000 100000 150000 200000 250000

Source: World Bank

As seen from the above statistics, of the GCC nations, the UAE and Saudi Arabia outpace other
member states in the transportation indicators. However, the GCC nations have significantly
increased their capital investment in the development of the transportation sector's infrastructure
and, hence, are expected to reduce the gap significantly by 2030.
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4.2 Opportunities for Cooperation and Investment Between GCC Countries

The GCC has an influential role in the Middle East, aiding the region’s economic growth. The GCC
is playing new geopolitical roles as they are significantly involved in resolving critical issues in
the Middle East. Various crises have been crucial in shaping the stature of this region, along
with the roles played by the economies of the GCC countries in regional politics. Some possible
cooperation and investment opportunities in these countries are mentioned below.

421 Water Desalination and Wastewater Treatment

The GCC is expected to invest significantly in water desalination units, as the countries are
plagued by low per capita water availability despite a fast-growing water requirement. The
countries are expected to adopt reverse-osmosis (RO) based desalination plants powered by
renewable energy (solar and wind) instead of the high energy-consuming thermal desalination
technologies. With the rising population and rapid urbanization, the GCC countries exhibit a
rapidly growing need for better wastewater treatment infrastructure. The Saudi government
has undertaken 147 sewage treatment plants. Similarly, Qatar is planning on developing multiple
wastewater facilities.

422 Real-Estate

The GCC increasingly focuses on transforming the real-estate scenario in their respective cities
by significantly investing in residential and commercial infrastructure. This common focus offers
great collaboration opportunities to develop infrastructure. According to the International Trade
Administration (ITA), the construction sector in the UAE is expected to witness good recovery
rates till 2027, and valuation would increase by 3.7-4.7%.

423 Transportation Infrastructure

The rising focus on attracting FDIs and the flourishing tourism sector result in the increased
focus on developing transportation infrastructure in the GCC. For instance, Bahrain’'s Ministry
of Works is expected to award two infrastructure contracts worth US$ 85 million in the third
quarter of 2023.

424 Energy Infrastructure

GCC countries are one of the largest receivers of direct normal irradiation (DNI) and have
pledged to decrease fossil fuel use in energy generation through respective vision statements,
which guide their economic policies for the medium to long term. Member states aim to involve
the private sector in the renewable energy industry as they hope to increase the share of
renewables in their energy mixes, especially through hydrogen projects. Saudi Arabia leads the
Gulf with its commitment to achieving 50% renewable electricity by 2030 with investments in
a blue hydrogen project in Jubail and the world's largest anticipated green hydrogen project
in Neom. Oman has similar aspirations for a green hydrogen project inn Salah’'s Free Zone by
2030. Meanwhile, The UAE's Net Zero by 2050 Strategic Initiative aims to diversify energy mixes.
The UAE has mobilised state-owned companies, including Abu Dhabi National Company and
Mubadala, to become shareholders of Masdar, a renewable energy company, to revitalize its
energy portfolio.
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4.3 Challenges and Possible Solutions

GCC has realized that infrastructure is central to addressing the development requirements of
their respective countries, apart from ensuring regional harmony, and hence are collaborating on
various aspects of the sector. These countries have offered attractive investment opportunities
to each other in recent decades. The UAE traditionally and Saudi Arabia have maintained open
and warm business environments to attract foreign capital. At the same time, the real estate
boom and massive government investment in domestic infrastructure projects created many
profitable investment opportunities for international investors in both countries. Owing to their
large oil revenues and well-developed financial institutions, GCC nations have emerged as major
suppliers of financial capital and foreign direct investment to the global economy.

Although Saudi Arabia may be affected over the long term by the pandemic, the country remains
in a comfortable position to back future infrastructure projects and maintain its reforms. A
rapid redesign and development of the built environment and energy supply infrastructure is
required to ensure a more sustainable future. Buildings, transportation, and energy systems
may be built with sustainability at the forefront of the planning. Additionally, the country has
been implementing significant economic reforms, including ease of doing business, access to
credit, approval of construction permits, resolving insolvency, and other similar processes. Such
reforms promote the entry of new businesses, improve procurement processes, and increase
competition. Infrastructure is expected to play a key role in the success of the Saudi 2030 Vision
as the nation has already committed to almost US$ 1 trillion worth of various projects.

Kuwait is working on reducing the burden of public wages and social subsidies to improve the
government's ability to allocate funds toward high-investment and long-duration infrastructure
projects. Despite the slowdown in awarding and implementation of projects due to strain resulting
from institution - and market-related factors, infrastructure development remains a key focus area
for Kuwait to address widening gaps, meet the requirements of future generations and, ultimately,
achieve the national aspirations articulated through Kuwait Vision 2035. Therefore, the country
strongly focuses on its PPP program to drive its infrastructure agenda. Additionally, certain urban
infrastructure development faces specific challenges. Hence steps are being taken to reduce the
shortage of parking facilities in Kuwait while promoting smart parking and pay-to-use services,
especially in areas with low - to medium-income populations.

The government in UAE is focusing on reducing desertification caused by drought and over-
exploitation of natural resources, population growth, and land utility, among others. Government
agencies of the UAE have been promoting plans to establish several innovative technologies
that can modify how infrastructure is delivered and used within the federation while ensuring the
conservation of the environment. The Hyperloop transportation system is one such initiative. The
planned technology is expected to reduce journey times between cities and involves transportation
over wide locations at enormous speeds through a pipe or tunnel. Abu Dhabi and Dubai have been
conducting viability studies for Hyperloop systems that could connect these cities with other major
cities within the GCC. The government is also promoting 3D printing for infrastructure projects.

Despite certain constraints on the Bahrain government's capital expenditure budget, the demand
for transportation and industrial facilities is set to rise and continue attracting government
investments in the infrastructure sector.
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Notwithstanding slower regional growth, the sector has expanded continuously in recent years
and is a major contributor to employment and GDP. Support from fellow GCC nations is expected
to further negate the impacts of lower international oil prices and support infrastructure
development. Bahrain has one of the region's most liberalized foreign investment frameworks, but
foreign ownership of local construction operations is capped and thus causes some hindrance.
While this might conceivably reduce competition in the segment, the Ministry of Industry and
Commerce can grant exemptions to this limit. Privately financed projects are already fairly
common in the electricity generation segment, but the penetration of private investment into
other sectors has been slower. However, in a move that forms part of a broader regional trend,
the authorities are increasingly turning to public-private partnership (PPP) models for other
infrastructure works, particularly transportation.

In Oman, low oil prices and government budget adjustments have affected infrastructure projects
in the past few years. There were fewer projects awarded and higher delays and cancellations.
This caused increased competition in the market and resulted in lower margins, among other
challenges. However, the government is focusing on economic diversification programs in a bid to
reduce its dependency on oil-based revenues. It is leading to the growth of varied infrastructure
projects across the country. Additionally, the government of Oman has taken several measures
to ease the process of foreign investments, apart from existing tax breacks and custom duty
exceptions. It includes the New Foreign Capital Investment Law (New FCIL) and New Commercial
Companies Law (New CCL) enacted in 2019 and incentives related to the payment of income tax
and indefinite carry-forward for declared tax losses announced in 2021. Additionally, the plan
of a circular economy of Oman aims to amplify the value and eradicate waste through design
improvements of locally made products, systems, produced materials, and business models.
Such trends offer growth opportunities for the infrastructure sector.

Qatar enjoys an extensive and highly developed infrastructure. In addition to building stadiums
specifically to host the 2022 FIFA World Cup matches, Qatar has invested and continues to invest in
modernizing its infrastructure. The nation strives to become a transport hub for a significant portion
of the globe. It is prioritizing the development of airports, a more extensive metropolitan network,
and upgraded roadways and emerging cities. However, labor shortage is a significant concern in
the country, leading to high dependence on expatriate labor. Despite the same, the country has
been resilient in continuous infrastructure development, as exhibited by the successful hosting of
the World Cup. Qatar had been the center of the world's attention leading up to the tournament.
Continued improvement in domestic demand, buoyed by favorable hydrocarbon prices, the start
of the North Field expansion project, and the World cup induced buoyancy have supported a fast
economy-wide recovery. The fiscal surplus rose from 0.2% in 2021 to 10.8% of GDP in 2022, allowing
for an upsurge and infrastructure spending rationalization.
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5.Appendix

5.1 Word Index

Table 2. List of Abbreviation
Abbreviation Expansion
Al Artificial Intelligence
APAC Asia Pacific
BAPCO Bahrain Petroleum Company
BI Business Intelligence
BSTDB Black Sea Trade and Development Bank
BO Build-Operate
BOT Build-Operate-Transfer
BLT Build-Lease-Transfer
CAA Civil Aviation Authority
CAGR Compound Annual Growth Rate
CCl Construction Cost Index
CFR Code of Federal Regulations
COVID-19 Coronavirus Disease 2019
CSR Corporate Social Responsibility
DAC Digital Automation Cloud
DISCO Distribution Company
DNI Direct Normal Irradiation
EC European Commission
EBRD European Bank for Reconstruction and Development
EU European Union
FDI Foreign Direct Investment
FTA Free Trade Agreement
FTTR Fibre to the Room
FZ Free Zone
GCC Gulf Cooperation Council
GDNT General Directorate for National Technology
GDP Gross Domestic Product
GIS Global Information Systems
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Abbreviation Expansion

ICLS International Conference of Labour Statisticians
ICT Information and Communication Technology

IEA International Energy Association

ILO International Labour Organization

loT Internet of Things

IMF International Monetary Fund

ISA International Society of Automation

IsDB Islamic Development Bank

ITA International Trade Administration

ITS Intelligent Transportation System

KSA Kingdom of Saudi Arabia

LNG Liquified Natural Gas

MEA Middle East and Africa

MOCCAE Ministry of Climate Change and Environment
MoCIIP Ministry of Commerce, Industry and Investment Promotion
MoHRE Ministry of Human Resources and Emiratization
MOoIAT Ministry of Industry and Advanced Technology

MSE Muscat Stock Exchange

MT Metric Ton

NDP National Development Plan

NPP Nuclear Power Plant

NRW Non-Revenue Water

OECD Organisation for Economic Cooperation and Development
PESTLE Political, Economic, Social, Technological, Legal, and Environmentall
PPP Public-Private Partnership

R&D Research & Development

SAM South America

SCADA Supervisory Control and Data Acquisition

SEZ Special Economic Zone

SIvV System Input Volume

SME Small & Medium Enterprises

SOE State Owned Enterprises

STEM Science, Technology, Engineering, and Mathematics
SWOT Strengths, Weaknesses, Opportunities, and Threats
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Abbreviation
TOR
UAE
UK

us
$US
VAT
WDN
WHO
Y-o-Y
ZLD
Y-o-Y
ZLD

2 GCC INFRASTRUCTURE SECTOR OUTLOOK

Expansion

Transfer of Operating Rights
United Arab Emirates
United Kingdom

United States

US Dollar

Value Added Tax

Water Distribution Network
World Health Organization
Year on Year

Zero Liquid Discharge
Year on Year

Zero Liquid Discharge
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Gulf Research Center
Knowledge for All

About the Gulf Research Center

The Gulf Research Center is an independent research institution, whose motto is
"Knowledge for All." Its work serves the issues and goals of the peoples and countries
of the Gulf region. The center was established in July 2000, and its headquarters are
in Jeddah, Saudi Arabia. It has branches in Riyadh, Saudi Arabia, Cambridge University,
United Kingdom, and Geneva, Switzerland.

Since its establishment, the Center has been committed to actively contributing to
issues in the Gulf region, through all its activities, which include: conducting research
and studies, organizing conferences, forums and workshops, media dissemination on
security issues, politics, economy, military affairs, education and environment, media
and others. The Center has also translated and published more than 500 major books,
dictionaries and dictionaries specialized in politics, security, economics, international
relations, strategic thought, environment, media, regional and international balance..
etc.

For the twelfth consecutive year, the Gulf Research Center maintained its presence
among the most prominent think tanks and civil society organizations in the world,
and as one of the major independent think tanks in the Middle East and out of 8,162
organizations from all continents of the world, according to what was announced by
the International Relations Program at the University of Pennsylvania on 30 January
2020, as a part of the program'’s annual classification of think tanks in the world. In
addition, the Gulf Research Center was cited as one of the most prominent think
tanks interested in foreign political and international affairs, and among the best
institutions within the classification of institutional cooperation.
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