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Summary

» This Insight sets out to examine contemporary
Gulf-Sub-Saharan Africa (SSA) economic relations.
It maps out the Gulf Cooperation Council's (GCC)
historical and current trade and investment ties with
SSA, and then unpacks the strategic factors that
drive the relationship, pointing out the key areas
of engagement. It also provides an analysis of the
challenges undergirding this engagement and closes
by outlining policy recommendations for capitalising
on existing opportunities for improving ties.

« ThelInsight finds that evenas discussions about foreign
investment into Africa often revolve around China, the
Gulf states and specifically the United Arab Emirates
(UAE) and Saudi Arabia, have emerged as important
trade and investment partners for the African states.
Data from the last two decades shows that GCC
countries’ trade and economic ties have traditionally
concentrated in North African states, especially Egypt.
But recent developments show mounting trade and
investments in Sub-Saharan African countries and
sub-regions (notably East Africa, Southern Africa and
West Africa), with the UAE and Saudi Arabia still in the
driver’s seat.

« Another key finding is that Sub-Saharan African
states are important for the GCC states for varied
reasons, not least because of their geostrategic
proximity, huge and growing market potential, natural
resources critical to meet domestic needs, investment
opportunities and capacity to help the long-term
economic diversification strategies for Gulf states.
SSA also offers opportunities for strengthening the
GCC political and security influence in an increasingly
multipolar world.

« Thegrowing cooperation can therefore be described as
an expansion of influence through trade and strategic
investments. For SSA states, the GCC countries are an
important source of economic and financial capital

needed to spur economic development and growth,
broker peace and security, and counterbalance
Western influence.

This engagement is growing - as has been visible
through investments in sectors such as agriculture,
energy, transport, port development, and logistics
infrastructure, construction, telecoms, information
technology and financial services among others. While
they have expected benefits for both GCC and SSA
states and people, the GCC-SSA trade and economic
relations are also constrained by various challenges
from which lessons can be learned for both sides.

Based on the analysis, the Insight highlights some
opportunities to be leveraged to mitigate these
challenges and scale the real benefits of this important
engagement, namely:

Investment forums: they highlight the importance of
the relations between the GCC and SSA countries, and
present huge opportunities to spur investment across
sectors and to strengthen economic ties.

Diplomatic summits: these underline the geopolitical
ambitions of countries in both regions. Tailoring them
to allow host countries to rotate between both regions
can simultaneously enhance the pursuit of trade and
foreign policy agendas.

Trade facilitation through policy: building on various
bilateral trade, investment and cooperation deals
between GCCand SSA countries, amore viable business
environment can be facilitated by more policies that
aim to enhance deeper trade and economic relations
across various sectors with huge benefits for both
blocs.
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The Issue

Sub-Saharan Africa is emerging as a promising market with over 1.4 billion people, half of whom will be under
25 by 2050." The continent is the second fastest-growing region after Asia; although real GDP growth declined in
2022 owing to multiple domestic and global shocks,? the continent’s growth rate is projected to rise to 3.8% in
2024 and consolidate to 4.2% in 2025.3

The new African Continental Free Trade Area (AfCFTA) will create the world’s largest free trade area with a
combined GDP of $3.4 trillion. This presents a major opportunity for SSA countries to reshape their economies,
diversify exports, attract foreign direct investment, accelerate growth, and strengthen their position on the global
trade agenda.*

The GCC countries recognise the immense potential in emerging markets across Africa and have taken steps to
enhance trade and economic engagement with various African states, particularly in Sub-Saharan Africa.

Gulf Cooperation Council (GCC) states, who had previously focused their engagement with African states in North
Africa, are now extending their diplomatic and economic ties to Sub-Saharan Africa due to several factors. This
shift has seen debates on trade and economic relations between GCC and SSA countries gain traction, especially
when compared to China’s engagement with the region.

This Insight analyses the current state of trade and economic relations between Gulf countries and Sub-Saharan
African countries, highlighting the factors driving the relationship and the potential gains and challenges for both
sides.

Trade overview

Computed data from the Observatory of Economic Complexity (OEC) (Figure 1) shows that in 2022, exports from
the six GCC nations to Africa reached around $169 billion, that is, 15% of the global value of $1.08 trillion. Over the
same period, imports from the GCC countries stood at $59.4 billion, representing 12.5% of the Gulf states’ global
import value of $475.8 billion.

The most popular products traded between GCC states and various SSA countries are petroleum products,
machinery and transport equipment, chemicals, building materials, edible products of animal origin, meat and
edible offal, edible fruits, nuts and fruit peels, among others



Figure 1: Trade Volumes between Gulf States and Sub-Saharan Africa 2022
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Within this dynamic, the UAE-Africa trade market is the most active and fastest-growing, estimated to be worth
over US$35 billion. According to data released by the OEC, the UAE's exports to five SSA countries alone (South
Africa, Kenya, Tanzania, Somalia, and Sudan) reached over $14.13 billion in 2022; and imports from its top 5
common import SSA partners (Mali, Zimbabwe, Ghana, South Africa, and Angola) during the same period stood
at $22.9 billion.

These figures are expected to further rise in coming years as the Gulf and SSA states make concerted efforts
to further diversify their trade and business interests. South Africa and Kenya are key trade partners for GCC
countries, with the UAE being the biggest trading partner of SSA among the Gulf states.

The UAE has a strong and growing trade relationship with South Africa dating back to the late 1980s. The two
countries continue to explore new opportunities for further cooperation across sectors,® owing in part to the
establishment of the South African Business Council (SABCO) Dubai, UAE. But trade volumes between the two
have declined. In January 2024, the downward trend in South Africa>s year-by-year imports was explained in part
by a decrease in imports of refined petroleum, cars and crude petroleum from the UAE by 54.7%.8

The UAE-Kenya trade market, for example, is rapidly growing and profitable for both countries, as the Gulf country
is among Kenya'’s largest foreign investors.” The UAE sees Kenya as the gateway to East Africa and the Common
Market for Eastern and Central Africa (COMESA). The UAE is a significant destination for Kenyan exports ($3.6
billion in 2022) mainly tea, sheep and goat meat, tropical fruits, gold, and cut flowers; meanwhile, Kenya is a major
supplier of UAE imports ($294 billion in 2022) notably refined petroleum, broadcasting equipment, copper wire,
propylene polymers and planes, helicopters and/or spacecraft.®

Other SSA countries too, are emerging as relevant trade partners for the UAE. Tanzania, for example, has become a
noteworthy partnerin recent times. UAE's shipments - primarily of refined petroleum, cars, ethylene polymers and
copper wire - to Tanzania rose sharply from $1.17 billion in 2018 to $2.48 billion in 2022. Meanwhile, Tanzania’s
exports to the UAE - mainly gold, precious metal scraps, diamonds, dried legumes, sheep and goat meat, and fish
fillets - rose from $260 million to $1.07 billion over the same period.®

The UAE hasequally beenintentional about strengthening ties and increasing trade with Africa’s regional economic
blocs. With 21 member states ', 600 million consumers, the COMESA is the largest market in Sub-Saharan Africa,
offering the UAE and other GCC states unparalleled opportunities for trade and investment.

Beyond the UAE, trade between the Kingdom of Saudi Arabia (KSA) and countries in Sub-Saharan Africa has also
witnessed remarkable growth. To deepen trade relations with the region, the KSA organised the maiden Saudi
Arabia-Africa summit in November 2023, the first Arab-African gathering since Kuwait hosted one in 2013."

Trade between other GCC countries - Qatar, Bahrain, Oman and Kuwait - and countries in SSA is minimal, although
showing signs of growth. These countries’ trade with the African continent is predominantly with North African
states, mainly Eqypt, Morocco and Algeria.

Disaggregated data from the OEC database? shows that although it predominantly trades with North African
countries - mainly Egypt, Morocco and Algeria, Bahrain’s biggest trading partner on the continent is South Africa;
itimports the least from Africa of all GCC states ($371 million in 2022), with about a third of these imports coming
from Egypt (27.9%). Similarly in 2022, the volume of Qatar’s imports from Morocco, Tunisia, Egypt and Algeria
combined (32.4%) almost equates to South Africa’s share alone (30.8%). Oman’s imports from the region in 2022
stood at $667 million, with the share of imports from four North African countries (Egypt, Morocco, Algeria, and
Tunisia) representing 47%.

About 60% of Kuwaiti exports to the continent are to Egypt alone; slightly less than 30% is distributed among its
top five destinations in Sub-Saharan Africa: South Africa, Ethiopia, Kenya, Malawi and Nigeria. But it was the third
largest importer of products from the region after the UAE and Saudi Arabia in 2022 with an import value of $2.22
billion. Approximately two-thirds of its African imports originated from North Africa: Egypt (50.7%); Morocco
(5.66%); and Tunisia (2.93%). Nigeria, South Africa, Sudan, Kenya and Angola — its top five origin countries in the
SSA region — make up 36.6% of its imports in 2022, mainly mineral products, animal products, transportation,
vegetable products and machines. This means it imports very little or nothing from other countries in SSA.
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Levers of economic engagement

Beyond trade, GCC countries have sought to strengthen economic ties with countries in Sub-Saharan Africa for
various reasons spanning the need to diversify their economies beyond oil, expand their geopolitical influence,
and deepen investments in specific areas including mining, renewable energy, infrastructure development,
agricultural cooperation, peace and security.

Geostrategic proximity

The GCC countries occupy a strategic location at the intersection of Asia, Europe, and Africa. Their proximity
to Sub-Saharan Africa gives the Gulf a significant advantage over Western nations when it comes to business
partnerships. This geographical closeness allows GCC countries like the United Arab Emirates, Qatar, and Saudi
Arabia to also capitalize on their well-developed infrastructure. Their advanced ports, airports, and free trade
zones efficiently facilitate trade and foreign investment between the Middle East and Africa.

As a result, the Middle East-Africa corridor has become a key route for economic exchange, with GCC nations
serving as convenient intermediaries for businesses operating in or with SSA countries.

Aviation plays a crucial role in facilitating trade and economic engagement between the two blocs. Economic and
trade relations are particularly enhanced by a growing number of flights and routes connecting these regions. Gulf
airlines including Emirates, Etihad, Saudia, and Qatar Airways have also enhanced connectivity between the GCC
and SSA countries.

Emirates flies to Angola, Cote d'Ivoire, Ethiopia, Ghana, Guinea, Kenya, Mauritius, Nigeria, Senegal, South Africa,
Sudan, Tanzania, Uganda, Zambia, and Zimbabwe. In 2023, Emirates increased the number of flights to 5 African
countries: Kenya (10 weekly flights to Nairobi), Ethiopia (daily flights to Addis Ababa), Tanzania (5 weekly flights
to Dar es Salaam), Zimbabwe (6 weekly flights to Harare, linked to its Lusaka service), and South Africa.”® With
three gateways - Johannesburg, Cape Town and Durban, Emirates has a partnership with South African Airlines
dating back to 1997, that allows it to boost its route map and provide greater access to several destinations in the
region.

Meanwhile, Etihad Airways flies to Johannesburg (South Africa), Nairobi (Kenya) and Seychelles.® On its part,
Saudia connects SSA to the GCC through regular flights to and from Addis Ababa (Ethiopia), Johannesburg, Kano
(Nigeria), Khartoum (Sudan), Mauritius, Nairobi (Kenya) and Dar es Salaam (Tanzania).'®

Qatar Airways also contributes to the enhancement of the burgeoning economic relations between the two blocs
through a network of 29 flights 7 to and from Nigeria (Kano, Lagos, Port Harcourt, Abuja), South Africa (Durban,
Johannesburg, Cape Town), Ethiopia (Addis Ababa), South Sudan (Juba), Uganda (Entebbe), Djibouti, Cote d'Ivoire
(Abidjan), Democratic Republic of Congo (Kinshasa), Tanzania (Dar es Salaam, Kilimanjaro, Zanzibar), Angola
(Luanda), Kenya (Nairobi), Zimbabwe (Harare), Mozambique (Maputo), Zambia (Lusaka) and Seychelles.’®

Ethiopian Airlines also offers 7 weekly flights to Dubai. At the end of 2022, Kenya Airways announced it would
increase its 10 weekly flights to Dubai to 14; it started 4 non-stop flights to Dubai from its coastal city of Mombasa,
expanding travellers access to the Gulf countries and the Middle East.'®

Geopolitical Competition

Africa is increasingly becoming the subject of high levels of competition between world powers - the US, China
and Russia, among others. Within this context, GCC countries are also keen to take advantage of the opportunities
available on a continent that includes some of the world’s fastest-growing markets and natural resources critical
to the growth of their economies.?®

While the interests of Gulf states in Africa increasingly focus on economic promotion and investment that expands
markets and enables longer-term diversification,?' the prospects for deeper economic relations are further
enhanced by ongoing shifts in regional geopolitics.

These interventions are also tied to the growing posture of SSA countries towards the East in search of new
partners to advance their economic development. They are diversifying their economic relationships beyond
their traditional ties to Western countries. GCC countries have the financial muscle needed to keep up with the
competition between economic superpowers like the US and China; SSA states are also drawn to the Gulf states’
perceived lack of conditionality and political interference.
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The growing recognition of South-South cooperation further catalyses economic relations between GCC and
SSA countries. The inclusion in the BRICS bloc of the UAE and Saudi Arabia - alongside Ethiopia, Egypt and Iran
- signals a commitment by Gulf States and African countries toward mutually accelerated growth, sustainable
development, and a more representative, reinvigorated, and reformed multilateral system.?2

In the past, Saudi Arabia’s investment in Africa has often been motivated by political objectives and short-term
economic goals. In recent years, however, and owing to a post-Covid world marked by food shortages and a global
energy crisis caused by the Russia-Ukraine conflict, Riyadh has taken several steps to promote sustained influence
in the continent, particularly through various financial instruments like the Saudi Fund for Development (SFD).

Riyadh showed real intent to scale its engagements with SSA and play a more central role in the changing global
order when it hosted the first-ever Saudi-Africa summit 22 and the Saudi-Arab-African Economic Conference the
day before.2# The Summit brought together business and government leaders from 50 nations from the Middle East
and Africa.?®> Over 50 trade and investment deals signed during the Saudi-Arab-African Economic Conference on
the side lines of the summit were crucial to facilitating more trade between the Kingdom and African countries. 26

Table 1: Breakdown of Some Deals from the Saudi-Africa Summit?’

Nigeria Renovation of four damaged oil refineries

Senegal, Ethiopia, Chad | Cooperation in the field of energy

Gambia Agreements on the avoidance of double taxation of income and prevention of tax evasions

Mozambique A series of infrastructural projects including hospitals and a dam

Guinea, Malawi, Burkina
Faso, Burundi, Sierra
Leone, Tanzania and
Niger

Various developmental loan agreements

A financing agreement with the African Export Import Bank (Afriexim Bank) totalling $ 40 million

Afriexim Bank to be funded through the SFD’s Saudi Export Programme (SEP)

The signing of these deals —in line with its vision 2030 — signals Saudi Arabia‘s intention to minimise its economic
dependence on crude oil, and promote the export of Saudi goods to SSA, while bolstering its soft power diplomacy
across sub-Saharan Africa, an indispensable ally amid growing multipolarity.

With rapidly growing populations,?® limited public financing, and growing debt distress, SSA states find in Saudi
Arabia a viable partner providing liquidity for their fiscal, monetary and developmental needs. By flexing its
financial muscle to increase its soft power appeal in SSA, Riyadh also hopes to match the overwhelming clout of its
fellow GCC member state, the UAE.

Added to these measures, Saudi Crown Prince Mohammed bin Salman proposed allocating $10 billion to finance and
insure Saudi exports to Africa until 2030 and an additional $5 billion to finance African countries” development.2®
Furthermore, Saudi Arabia was at the forefront — as the principal donor of the Islamic Development Bank (IDB) —
of another $50 billion deal by the Arab Coordination Group3® to support initiatives in areas such as energy, security,
climate mitigation, and food security in Africa.3' Months later, the Jeddah-headquartered IDB became a permanent
observer at the African Union, a role that allows Saudi Arabia to strengthen its economic and diplomatic engagement
with SSA states through the continental intergovernmental organisation.3?

Investments for Economic Diversification

Over the past decade, Gulf states have emerged as major investors across Africa, with a growing number of trade
deals that significantly benefit both regions. Gulf countries — including Saudi Arabia, UAE, Qatar, and Oman — have
been engaging in economic and trade activities with African states in key sectors such as gas, energy, exploration
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and drilling, real estate, shipping and industry. Although their investments have been traditionally concentrated in
North Africa, investments in SSA are witnessing increasing growth.

Figure 2: Top 15 investors in Africain 2010-2019 by annual average of new created jobs and percentage
of Africa in the respective country’s global investments33

Annual average new created Trend 2010-2019 Annual average Africa as Trend 20102019

jobs in Africa 2010-2019 % of world 2010-2019
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The prolonged nature of the COVID-19 pandemic and the Russia-Ukraine conflict, which affected oil prices, exposed
the vulnerability of Gulf states to disruptions in global supply chains and the overdependence of their economies on
oil.3* Sub-Saharan Africa offers opportunities for diversification, with sectors such as agriculture, transportation
infrastructure, logistics, manufacturing, energy and mining, and services attracting attention.

Over the past decade, the United Arab Emirates (UAE) has actively pursued investment opportunities in Africa.
As a result, it has become the world’s ninth-largest investor in Africa, measured by the average number of jobs
created and the fourth-largest overall investor on the continent, surpassed only by the United States, China, and
the EU. Between 2012-22, the UAE invested $101.9 billion in 628 projects, while African investment in the GCC over
the same period was $3 billion in 141 projects. In 2018 alone, the Abu Dhabi Fund for Development financed more
than 66 projects in 28 African countries, totalling $16.6 billion.?® These investments have helped foster economic
development and improved connectivity between both regions.

In terms of infrastructure, Dubai Ports World (DP World) is already a pioneer in port expansion and maritime
collaboration, managing projects in more than 10 African countries. In the past 10 years, DP World has made over
US$1.8 billion in investments in Africa, and committed to invest another US$3 billion.
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Figure 3: DP World's investments in Africa3®

Throughits Saudi Fund for Development, Saudi Arabia has funded more than 800 development projects worth US$20
billion in over 100 countries around the world. In Africa alone, SFD has financed over 400 projects in 46 countries
worth US$10.7 billion, accounting for 57% of its funding in developing countries worldwide, and supporting sectors
including agribusiness, energy and mining, transportation, logistics, infrastructure and tourism.z3?

Qatar has also taken part in several African development projects, especially in East Africa including establishing
a solar power plant in Rwanda, buying stakes in the country’s Bugesera International Airport and national carrier
Rwandair, constructing an essential port in Somalia, funding the expansion of Mombasa port in Kenya and building
a new port in Tanzania.

For its part, Oman has an agreement with Djibouti to develop one of the most important ports in Djibouti on the
Red Sea, the port of Doraleh.

Investmentsin energy and critical minerals are also helping GCC states’ economic diversification ambitions. Having
developed world-leading expertise in critical industries and a long-term growth strategy to enable the prosperity
of its domestic industries, Saudi Arabia is targeting investment in mapping, exploration, and production of critical
minerals in SSA. During the Future Minerals Forum in Riyadh in January 2024, the KSA signed deals with four
countries, including the Democratic Republic of Congo (DRC) — which has major deposits of copper, cobalt, tin,
tantalum, and lithium - for cooperation in mining. These minerals are in demand for the transition to net zero and
are used in manufacturing batteries for electric vehicles, vehicle parts, and smartphones.

A host of financing and energy-related agreements had already been signed with Nigeria, Senegal, Chad, Ethiopia,
Mozambique, Eritrea, South Sudan, Kenya, and Rwanda, among other SSA states with Riyadh during the Saudi Arabia-
Africa summit in November 2023. Applying this experience to Africa’s economies and resource bases presents an
excellent opportunity for both and spurs their engagement. Gulf countries’ priorities include addressing a shortage
of infrastructure in African countries rich in critical minerals. In exchange, SSA states would get the capital needed
for building infrastructure and boosting economic development and growth.

Qatar has also significantly invested in the energy sector in SSA, including renewable energy projects in Kenya
and signed deals with companies in Mozambique to develop natural gas reserves. These deals are critical to meet
current and future global energy demands and provide effective solutions to the global climate crisis.

Food security concerns in Gulf countries are also driving investments in SSA states. This explains the increasing
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acquisitions by GCC states of vast tracts of cheap and underutilised land in Sub-Saharan Africa to secure their food
supply, reduce their reliance on food imports, while providing crucial capital for building physical infrastructure for
many African countries and boosting economic growth.

Qatar is the most dependent state on imported food, but Saudi Arabia is one of the largest buyers of agricultural
land in SSA. In 2009, Saudi Arabia bought 500,000 hectares of land in Tanzania, and plans to invest heavily in
Sudan»s agricultural and food sectors, but these efforts seem to have been stalled by the ongoing conflict in the
country.?® In 2018, Qatar took 40,000 hectares of land from Kenya in exchange for a $2.5 billion loan to build
a second deep-water port. The UAE has also purchased 400,000 hectares in Sudan, Zimbabwe, Tanzania and
elsewhere in SSA to reduce its reliance on food imports.3®

Figure 4: UAE land acquisitions in Africa*°

Security interests

GCC countries recognise the importance of peace and political stability for trade and the economy, hence their
economic engagements are tied with conflict resolution efforts. SSA countries also remain keen on “working
together to confront contemporary security threats and outbreaks of conflict and war in neighbouring states” in
a bid to forge a stronger trade and investment partnership with Arab nations while fostering regional and global
stability. 4

Gulf states have been important for peace and stability in the region. The UAE - through its approach to addressing
insecurity through development, provided access to Covid-19 vaccines and logistics support to the COVAX - a
global initiative that sought to ensure equitable access to the vaccines. It also provided support to collective efforts
to boost peace and security in the Sahel through the G5 Sahel Joint Force.*? The UAE also pledged $100 million in
humanitarian aid to Sudan during the Paris Conference in April 2024, bringing its total support for those affected
by the conflict to $150 million.43

Saudi Arabia, for its part, has been hosting talks to end the conflict in Sudan that started on 15 April 2023, and
supported humanitarian efforts for thousands of displaced Sudanese within the framework of its humanitarian
and relief assistance to the countries of the African continent. Saudi humanitarian assistance to African countries
amounts to over $45 billion so far.44

Qatar has also engaged with various SSA countries to find solutions to security challenges, based on the shared
understanding that dealing with regional conflicts and political instability are necessary for enhancing regional
economic ties. Doha has also been credited with brokering a deal between the US and the Rwandan government
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leading to the release of opposition figure Paul Rusesabagina in 2023. 45 Qatar, Saudi Arabia and the UAE have been
associated with brokering the Jeddah peace deal that helped restore diplomatic ties between Ethiopia and Eritrea,
following a two-decade hiatus.

Doha also helped quell rising tension between Kenya and Somalia, which had seen Mogadishu sever diplomatic ties
with Nairobi for six months from December 2021. In addition, Qatar has been involved in training and equipping
Somali security forces to fight piracy and terrorism. It is also trying to broker mediation between Rwanda and the
DRC amid escalating tensions between the two neighbours heightened by M23 rebel activity in eastern DRC.4¢
Additionally, it has backed the African Union’s measures to advance peace and stability in Africa and elsewhere.4”

Risks to trade and economic engagement

Despite the strong main drivers of trade and economic engagement between GCC and SSA highlighted above,
there are numerous risks that both blocs need to address, but this analysis focuses on how it engenders resistance,
popular discontent, conflict and political instability in Africa.

One of the main challenges is rising conflict and political instability. Mounting violent conflict across the African
continent continue to exert a dampening effect on GCC countries’ trade and investment expansion into SSA. For
example, complex political transitions in Niger, Gabon, Burkina Faso, and Mali, among others, will increase the
volatility of the political landscape in parts of the continent and affect the business climate.

Similarly, multiple crises in Somalia could also impede trade and economic engagement. The activities of the
Islamist militant group al-Shabaab, the push by breakaway regions of Puntland and Somaliland to assert their
autonomy over Somalia, and Mogadishu’s tense relations with Ethiopia over the signing of a controversial sea
access deal*® - could be detrimental to port operations.

Since 2015, the UAE has been a major player in the East African port race. Dubai Ports (DP) World operates in several
countries, including Djibouti, Mozambique, Nigeria, Rwanda, Senegal, and Somalia. In 2018, it secured a 30-year
concession to develop the port of Assab in Eritrea and $440 million to build the port of Berbera in Somaliland. Abu
Dhabi has also invested in port infrastructure in Puntland, Somaliland and Eritrea.

Experts view Qatar’'s engagement in the Horn of Africa as part of attempts to pursue its strategic interests in the
Horn of Africa while countering UAE influence in the region.#® Doha secured a $4 billion deal in 2018 to develop
the Ottoman port city of Suakin in northeastern Sudan and the following year Qatar Ports Management Company
(Mwani) partnered with Somalia to construct a port in Hobyo.5°

The Hornis one of the most geo-strategically important regions of the world.5" Its location adjacent to key maritime
trade routes such as the southern Red Sea, the Gulf of Aden and the Bab el-Mandeb Strait offers some of the best
opportunities for Gulf states to pursue strategic and commercial interests.>? Investmentin ports is the most visible
manifestation of pursuit of Gulf interests in the region.

At the same time, the Horn of Africa is highly unstable, a factor that could also exert a dampening effect on GCC
countries’ trade and investment expansion into SSA. The year-long fighting in Sudan has killed over 14,000 people,
led to one of the world’s largest displacement crises, and ignited hostilities in historically unstable parts of the
country, particularly Darfur and Kordofan, aggravating the volatile Horn of Africa and Central Africa regions.5?

The invitation of suspended AU member states — such as Gabon, Niger and Sudan — to the Saudi Arabia-Africa
summit by Riyadh has been viewed by some Africa experts as undermining the AU’s norms and principles relating
to democratic governance, peace and security.>* This context could complicate prospects for enhanced trade and
economic engagements between GCC and SSA countries.

At the same time, competition for influence among Gulf states has not helped the stabilisation of the Horn. Against
the backdrop of the Gulf crisis of 2017, Qatar withdrew its peacekeeping forces from the disputed Djibouti-Eritrea
border days after both SSA countries announced they would side with Saudi Arabia in the diplomatic rift.3® This
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decision heightened the risk of a military conflagration between Djibouti and Asmara spiralling out of the border
dispute, which could have had deleterious consequences for the Horn's regional stability.5¢

The growing relationship between Gulf and SSA states is also threatened by resistance from African governments
and citizens against their investments in their countries.®” Somalia’s territorial disputes complicate the regional
dynamic for GCC actors’ port development ambitions.

The UAE, through DP World, has expanded Somaliland’s Berbera port and signed a $366 million Bosaso port
expansion project in Puntland,®® causing tensions with Mogadishu and placing the question of semi-autonomous
regions’ international recognition at the centre of dynamics surrounding UAE's port expansion ambitions in the Red
Sea region and SSA.

A controversial port access deal between Ethiopia and Somaliland in January 2024 faced opposition from Somalia
and internationally, while the UAE has remained silent due to its close partnership with Somaliland.>°

DP World’s $250 million agreement with Tanzania to upgrade and operate Dar es Salaam’s port for 30 years also
sparked public discontent, with civil society groups opposing the deal and its legality contested on grounds of
national sovereignty and security.s®

Over the long term, resistance to Gulf states’ investments could weigh on the investment environment and risk the
sustainability of UAE's port investments in these and other SSA countries.

Promise of partnership: Conclusion and recommendations

Indeed, the drivers of GCC-SSA economic engagement are multifaceted, driven by a combination of economic,
geopolitical, strategic, and developmental factors. Notwithstanding the challenges confronting engagement, GCC
and SSA countries can utilise various existing opportunities to expand their trade and economic engagement to
reap the benefits for their people.

Leveraging investment forums

Investment forums, such as the Africa Investment Forum in Riyadh, the Africa-Arab Business Investment Forum,
the International Trade Fair in Kampala, the Qatar Africa Business Forum (QABF), which rotates annually between
Qatar and various African countries (hosted by Rwanda in November 2023), and the UAE-East Africa Trade Mission
initiative, highlight the importance of the relationship between the GCC states and SSA countries.

These forums strengthen economic ties, support diversification strategies, and provide networking opportunities.
They should be leveraged to build new connections, exchange ideas among government officials, market leaders,
and other stakeholders on how to foster cooperation among GCC states and between the two blocs, and spur
investment in various sectors.

Enhancing ties through diplomatic summits

The Saudi-African summit, the first Arab-African gathering since Kuwait's 2013 event, aimed to strengthenrelations
between Saudi Arabia and African states and enhance economic and diplomatic ties. The summit emphasised Saudi
Arabia‘s vision of integrating Africa into its multipolar foreign policy and trade agenda.

More summits between the GCC and SSA countries could foster stronger ties between the two regions. The summits
should promote region-to-region engagements, with host countries rotating between countries to interact with
African political and business actors and explore opportunities for trade and investment. Another example is the
Gulf-Africa Strategy Forum, which was held in Cape Town, South Africa in 2009.

Additionally, Riyadh’s intention to increase its diplomatic presence on the continent, adding new embassies,
demonstrates a recognition of the strategic importance of SSA states for Saudi Arabia’s geopolitical and economic
ambitions. SSA and GCC states should recognise the importance of establishing strong diplomatic ties to enhance
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economic engagement as well as to address common threats to peace and stability and take appropriate joint
measures whenever necessary.

Facilitating trade expansion

Various GCC and SSA economies have initiated a raft of bilateral trade, investment and cooperation deals creating
more viable business environments. The UAE, for example, encourages foreign direct investment (FDI) by not
levying taxes or limiting capital repatriation, and initiating visa reforms to attract free labour movement into the
country and retain expatriate professionals, as well as lowering entry barriers (effective tariffs are 5% for most
goods). This makes it an attractive destination for businesses from SSA .61

Additionally, since 2021, for example, the UAE has initiated various Comprehensive Economic Partnership
Agreements (CEPA) - as part of its strategy to double its non-oil foreign trade by 2031 - rising from US$598 billion
recorded in 2022 to beyond US$1 trillion — while strengthening its position in global trade.

While the CEPAs with SSA nations are yet to be ratified and implemented, the UAE has signed a CEPA with Mauritius
and with the Republic of Congo-Brazzaville in 2023; then with East Africa’s largest economy — Kenya in February
2024, seeking to expand across sectors including food production, mining, technology and logistics.5?

The CEPAs provide a huge opportunity for securing deeper trade relations with many SSA economies and cement
the UAE's status as a global trade and logistics hub. Through similar initiatives, Gulf states can continue to diversify
their economies beyond the oil sector. These efforts go a long way to facilitate trade between both blocs and
signpost the potential to significantly strengthen economies in both GCC and SSA countries.
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