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INTRODUCTION

The Silk Road, established during the Han Dynasty (206 BCE-220 CE),
was a network of trade routes connecting China, Central Asia, the Middle
East, and Europe. It facilitated the exchange of goods such as silk,
spices, gold, and textiles, as well as the flow of ideas, cultures, and
technologies. The Middle East, as a central node, played a pivotal role in
these exchanges, serving as a crossroads for civilizations like the
Persian, Roman, and Islamic empires. The legacy of the Silk Road lies in
its demonstration of how interconnected trade fosters cultural enrichment
and economic growth.

The New Silk Roads, epitomized by China’s Belt and Road Initiative
(BRI), aim to revive and modernize ancient trade routes through extensive
infrastructure and economic investments. Launched in 2013, the BRI
seeks to build land-based "Economic Belts" and maritime "Roads" across
Asia, Africa, the Middle East, and Europe.

The initiative aims to integrate markets, reduce trade barriers, and foster
international partnerships, but it has also raised concerns about debt
sustainability and geopolitical influence.

The MENA region, historically central to the Silk Road, is regaining its
prominence as a vital bridge between Asia, Europe, and Africa. The
"New Silk Roads" in the MENA region refer to modern infrastructure,
trade, and economic initiatives inspired by the ancient Silk Road that
connected Asia, the Middle East, and Europe. These initiatives aim to
strengthen economic integration and geopolitical influence through
connectivity projects like transportation networks, energy corridors,
and digital infrastructure. The concept often ties into China's Belt and
Road Initiative (BRI) and other regional programs.

The MENA region plays a critical role in global energy supply chains,
with new pipelines and energy-sharing agreements connecting
producers and consumers across Eurasia. Examples include the

China-lraq energy cooperation and the Eastern Mediterranean gas
projects.

MENA's transformation into a dynamic trade, energy, and logistics hub
reflects its historical legacy while embracing modern economic trends.
Its evolving role underscores the enduring impact of global
connectivity on regional and global development.




CURRENT STATE AND STRATEGIC IMPORTANCE OF THE MENA REGION IN GLOBAL TRADE

In a world where the global economy is increasingly fragmented, one region shines for its commitment to deeper connectivity: the new Silk Road, uniting Middle Eastern and North
African nations with Asia's economic giants. This historic trade route has withessed a remarkable resurgence over the past decade, fueled by robust economic growth, vast capital
reserves, and the rising purchasing power of its 4.9 billion people. The region currently represents 40% of global GDP and is projected to approach 50% by 2040.

The share of global GDP attributed to Asia and MENA is steadily increasing. Once below 30%, it now exceeds 40% and is expected to grow further as MENA undergoes significant
economic expansion, driven by the global energy transition beyond oil. Geopolitics has been a key factor in this shift. With the U.S. sidelining China, Beijing has intensified efforts to
strengthen ties with regional neighbors. Supply chain dynamics are also reshaping the landscape, as free-trade agreements gain traction across Asia and MENA. Meanwhile, nations
like Vietnam, India, and Indonesia are emerging as new hubs in the manufacturing sector, stepping into roles once dominated by China.

The MENA region's strategic importance in global trade is deeply rooted in its evolving economic landscape. Historically centered around oil and consumer goods, the region has
transformed due to three significant developments. First, the Gulf has prioritized investment in non-oil sectors, aiming for a diversified and sustainable post-oil future. Second,
fractures in the global political landscape have paradoxically driven greater connectivity along the New Silk Road, as regionalization reshapes trade patterns. Lastly, supply chain
disruptions have prompted a global shift toward diversifying manufacturing hubs across Asia. This creates a unique opportunity for the Gulf, especially Saudi Arabia and the UAE, to
position itself as a reliable supplier and capture key segments of the evolving global supply chain.

With a population of under 10 million, the UAE conducts more foreign trade than countries like Brazil or Indonesia, which have populations exceeding 200 million. Despite comprising
less than 0.13% of the world’s population, the UAE accounts for approximately 1.5% of global trade and 2.4% of global sea container trade. Its $632 billion in global trade places the
UAE among mid-sized European industrial and financial powers, ranking just between Switzerland and Spain, and slightly behind Singapore.

The UAE has been a proactive partner in the BRI since its inception, having already committed $10 billion to a joint China-UAE investment fund aimed at supporting BRI projects in
East Africa. Despite its small size, the UAE's strategic location at the crossroads of East-West trade flows has proven advantageous. By adopting a model similar to Singapore and
Hong Kong, the UAE has positioned itself as a transshipment hub and a center for light manufacturing in a free trade zone, and more recently, as a heavy industrial free trade zone
at Khalifa Port. In doing so, the country has effectively harnessed a resource that is inexhaustible: its geography.

Once considered a slow adopter of digital technologies, the MENA region is now rapidly advancing, surpassing other parts of the world in digital transformation, leading to the
digitalization of trade solutions. Governments are taking proactive measures to transition towards a more digitized economy. In 2021, the Abu Dhabi Global Market became one of
the first jurisdictions globally to implement legislation that facilitates the use of electronic documents in trade. That same year, UAE Trade Connect, a blockchain-based digital trade
platform, launched with a consortium of leading regional banks.

Another key factor driving the trade transformation in MENA is the increasing emphasis on ESG (Environmental, Social, and Governance) principles. Acknowledging that these
factors are critical not only for the environment and society but also for long-term economic growth, governments, businesses, and investors are shifting towards a more sustainable
and inclusive economic model. This trend is being further accelerated by the region's hosting of the COP28 climate conference in the UAE, building on the success of Egypt's
COP27 in Sharm el-Sheikh.




ECONOMIC PARTNERSHIPS, CHALLENGES
AND OPPORTUNITIES

Countries along the New Silk Road are at the forefront of industries like
integrated circuits, electronics, textiles, telecommunications equipment, and
clothing. The Middle East remains a global leader in the energy sector,
accounting for 31% of the world’s fuel exports.

The MENA region has one of the youngest demographics in the world, with 275
million people under 30. The MENA region's young, tech-savvy population
represents a significant opportunity along the New Silk Roads. With rapid internet
and smartphone adoption, particularly in areas where such connectivity is
relatively new, technology uptake is surging. Emerging tools like Al are being
integrated at higher rates than in the US or Europe, driving increased productivity
and innovation.

Economic opportunities in the region are being fueled by three key catalysts: the
energy transition, disruptions in global supply chains, and the shift toward
regionalization amid evolving geopolitical tensions. These dynamics position the
MENA region as a critical player in shaping the future of trade along the New Silk
Roads.

The MENA region's dedication to renewable energy, combined with China's
expertise in renewable technologies and manufacturing, is set to create
significant opportunities for collaboration along the New Silk Road, paving the
way for mutual economic growth and sustainable development for decades
ahead.

A look at the map of China’s Belt and Road Initiative also reveals the strategic
advantage of the MENA region. Positioned at the crossroads of Asia, Europe, and
Africa, the region is uniquely poised to benefit from this $900 billion infrastructure
plan, designed to strengthen global connectivity with China. China and Arab
nations will embrace a "1+2+3" cooperation framework to enhance practical
collaboration. This approach prioritizes energy cooperation as the central pillar,
supported by infrastructure development and trade and investment facilitation as
dual drivers, while advancing breakthroughs in cutting-edge technologies,
including nuclear energy, space satellites, and renewable energy.

An emerging trade corridor in the Middle East, the India-Middle East-Europe
Economic Corridor (IMEC), presents a significant opportunity for the MENA region
along the New Silk Road. Proposed at the 2023 G20 summit, IMEC aims to
create a seamless transportation and economic link between South Asia and
Europe, passing through the Middle East. Key players in this initiative include the
United States, the UAE, Saudi Arabia, and the EU.

The corridor will feature two branches: one connecting India to the Arabian Gulf
and another linking the Gulf to Europe. A central element of IMEC is a railway
network that offers a more efficient alternative to current sea and road routes,
improving the transit of goods and services between these regions. This project
promises to deliver time and cost savings, job creation, and expanded transit
capacity. Moreover, IMEC will incorporate vital infrastructure for cables, pipelines,
and the transfer of green hydrogen between South Asia and Europe. Certain
components, like the fiber-optic cable project launched by Israel in 2023, are
already in progress, connecting India to Europe via Saudi Arabia and Israel.

Positioned as a competitor to BRI, IMEC is backed by the G7’s $600 billion
Partnership for Global Infrastructure Investment (PGll), signaling a concerted
effort to reshape global trade flows with the Middle East at the heart of this
growing economic corridor.

The IMEC initiative faces significant challenges, including assessing demand and
navigating regulatory complexities. Infrastructure gaps, such as underdeveloped
railways in Jordan, and the difficulty of constructing through Saudi Arabia’s
deserts, pose logistical hurdles. Additionally, the multimodal nature of the corridor,
combining land and sea routes through various countries, makes coordination
difficult. Similar to other emerging initiatives like the Middle Corridor, the IMEC's
success depends on overcoming the complexities of aligning multiple
stakeholders with different geopolitical perspectives.

The project also faces diplomatic challenges, particularly regarding the differing
connectivity visions of China, Russia, and Iran, as well as the unpredictable
relations between the U.S., Israel, Saudi Arabia, and the Gulf states. The conflict
in Gaza has raised questions about the initiative’s viability, as official progress
may hinge on Israel meeting Saudi Arabia’s demands, such as a two-state
solution to the Israeli-Palestinian conflict. Despite these obstacles, indirect
cooperation on the IMEC among Israel, Saudi Arabia, and other Gulf countries
remains a possibility.




REGIONAL CASE STUDIES: SUCCESS STORIES AND FUTURE DIRECTIONS

Case Study: UAE as a Clean Energy Hub along the New Silk Roads

The UAE has emerged as a global leader in clean energy, positioning itself as a
critical player in the New Silk Road and setting the stage for long-term strategic
partnerships. Its proactive investments in renewable energy infrastructure and
technologies align with the global energy transition, creating opportunities for
collaboration with countries across Asia, Africa, and Europe.

The UAE'’s flagship renewable energy company, Masdar, has become a driving
force in clean energy projects worldwide. It has expanded its portfolio to over 40
countries, investing in solar, wind, and waste-to-energy initiatives. These projects
align with the UAE’s vision to integrate with global energy markets, particularly
those along the New Silk Road.

The UAE has cultivated strategic partnerships along the New Silk Road. Notable
collaborations include working with China on green energy projects under the Belt
and Road Initiative (BRI), leveraging Chinese expertise in renewable
technologies, and financing solar farms and wind projects in Africa, particularly in
Morocco, Egypt, and South Africa, helping connect African energy markets with
global demand.

More recently, Masdar, the UAE's leading clean energy company, and China's
Silk Road Fund (SRF) have signed a Memorandum of Understanding (MoU) to
explore joint investment opportunities in renewable energy projects across
countries involved in the Belt and Road Initiative (BRI), particularly in the
developing world and the Global South. Through this MoU, Masdar and the Silk
Road Fund will form a strategic partnership to collaborate on co-investing in
renewable energy projects that Masdar develops, invests in, or operates. The Silk
Road Fund intends to invest up to RMB 20 billion (approximately USD 2.8 billion)
in these projects alongside Masdar.

Case Study: Saudi Arabia’s Future Direction

Saudi Arabia, as the region's largest domestic market, plays a pivotal role in fostering
regional scale and positioning the Gulf as an industrial hub capable of attracting
substantial global investment. To fully capitalize on the New Silk Road opportunities,
Saudi Arabia must prioritize integration with North Asia’s robust supply chains and
industrial ecosystems. North Asia, accounting for 25% of global exports, dominates
sectors like office and telecom equipment (42%) and general manufactured goods (32%).
By forging strong connections with these markets, Saudi Arabia can significantly enhance
its industrial base and competitiveness. The potential grows further as industrial
innovation accelerates across sectors such as electric vehicles, robotics, and the
industrial Internet of Things, presenting Saudi Arabia with transformative growth
opportunities.

Saudi Arabia offers a strategic gateway to the Middle East and Africa, regions
increasingly attractive to North Asian companies seeking growth opportunities due to
their young populations and rapid economic development. This creates significant
potential for manufacturing and supporting industries like financing, marketing, and
after-sales services, particularly for firms already invested in China and Southeast Asia.
Sovereign wealth funds can further solidify ties by aligning investments with partner
countries’ growth priorities, enhancing competitiveness and fostering integration.
Targeted investments in North Asia’s leading sectors, such as electric vehicles and
mobile gaming, not only drive domestic growth but also strengthen value chains between
Saudi Arabia, North Asia, and the Gulf.

Building an industrial ecosystem, however, requires more than infrastructure; it demands
free trade agreements, strategic investments in emerging sectors, and the removal of
trade barriers. Creating platforms for businesses and entrepreneurs will also be essential,
underscoring the public sector’s role in fostering economic connections.

Saudi leadership must continue to support the private sector by identifying opportunities
and enabling partnerships through trade and investment agencies. With connectivity
expanding beyond goods to include capital, talent, technology, and data, revisiting
outdated agreements and creating forward-looking frameworks will be crucial. This
strategy positions Saudi Arabia and the Gulf to thrive amid growing concerns about
deglobalization, leveraging tighter commercial relations as a pathway to sustained
regional growth.




FUTURE OUTLOOK AND RECOMMENDATIONS

The outlook for the New Silk Roads highlights a strong focus on economic
diversification, with the expansion of new markets and trade routes both
within the MENA region and towards Asia-Pacific and Africa. Governments
are prioritizing the growth of non-oil exports to support these diversification
initiatives. In fact, 33% of business executives in the Middle East anticipate
that the key driver of their firm’s export growth in 2024 will be the expansion
into these emerging markets. This shift underscores the region's commitment
to broadening its economic base and tapping into new, high-potential
opportunities along the New Silk Roads.

Future trends in global trade, driven by technological advancements, the
push for green energy, and the need for supply chain resilience, are set to
significantly influence the MENA region. As companies restructure supply
chains to reduce risks from geopolitical conflicts and rising protectionism,
nations like the UAE are positioning themselves as key trade facilitators.
Leveraging political neutrality, world-class trade infrastructure, and a strategic
location bridging East and West, the UAE is becoming an integral part of the
evolving global trade network.

Climate change is accelerating these shifts, with growing policy mandates,
consumer awareness, and extreme weather events reshaping trade
priorities. Net-zero commitments and carbon-pricing mechanisms are driving
companies to adopt sustainable practices, creating opportunities for greener
trade. The MENA region, particularly the UAE, is capitalizing on this trend by
embracing renewable energy and environmentally sound technologies
(ESTs). As a top global importer of ESTs, the UAE is establishing itself as a
crucial player in the global sustainability transition.

Technological innovation, especially artificial intelligence, is poised to
transform trade further. Al's ability to optimize supply chains, reduce costs,
and provide predictive analytics is enabling businesses to adapt to changing
trade dynamics. Al-powered trade finance and logistics solutions are also
streamlining operations, making trade more efficient and responsive. These
developments position the MENA region, especially the UAE, to play a
leading role in shaping the future of global trade.

Governments should focus on expanding exports to high-growth regions to build new
consumer markets, diversify trade partnerships, and enhance economic resilience in the
face of global trade slowdowns.

Prioritizing the development of advanced technologies such as Al and digital trade
platforms will boost competitiveness, streamline trade processes, and create new
economic opportunities within the evolving global trade landscape. MENA countries
should encourage Al innovation while addressing concerns around ethics, privacy, and
accountability. This can be achieved by investing in Al research, education, and
workforce training, as well as implementing regulatory frameworks to ensure ethical
deployment of Al technologies.

Governments must prioritize investments in renewable energy projects, modernized
transportation networks, and research into environmentally sustainable technologies.
Such efforts will align with global climate goals and position the region as a hub for green
trade and innovation.

Collaborating with international financial institutions and multilateral development banks
is critical to enhancing the availability of trade finance instruments. Additionally,
regulatory reforms should be implemented to lower barriers to trade finance, ensuring
broader access for businesses across the region.

By adopting these strategic initiatives, MENA countries can strengthen their
infrastructure, enhance policy frameworks, and foster international partnerships, enabling
them to play a pivotal role in shaping the future of the New Silk Roads.




CONCLUSION

The MENA region is playing an increasingly central role in the
revitalized New Silk Roads, fostering a dynamic environment for trade,
infrastructure development, and geopolitical influence. With strategic
positioning bridging East and West, its investments in state-of-the-art
infrastructure, renewable energy, and digital transformation offer
significant opportunities for global partnerships. The region’s
participation in initiatives BRI, alongside its own growing networks such
as the IMEC, demonstrates its proactive approach to shaping global
trade flows.

As the MENA region continues to diversify its economies, strengthen its
role in global supply chains, and focus on sustainability and
technological innovation, it is poised to be a key player in the next era
of global connectivity. The challenges ahead are substantial, but with
cooperation, strategic investments, and a forward-thinking approach,
the MENA region is well-positioned to lead the way in pioneering the
future of trade and connectivity along the New Silk Roads.
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