1O

Green Finance
Gateways:

How ESG Capital is Reshaping
GCC Economic Zones

A Whitepaperby O investopia



O
Table of Contents

EXECUTIVE SUMMARY O 3 CHALLENGLES & REAL ISSUES
INTRODUCTION: THE NEW ERA OF FORWARD-LOOKING SCENARIOS
GREEN CAPITAL O 6

GLOBAL DRIVERS OF ESG CAPITAL POLICY RECOMMENDATIONS &
FLOWS () 9 ROADMAP

GCC CASE STUDIES: ECONOMIC

ZONES AS ESG GATEWAYS 1 2 CONCLUSION

FINANCIAL INSTRUMENTS & REFERENCES & ANNEXES
MECHANISMS 1 8

& TRADE CORRIDORS

OPPORTUNITIES FORINVESTMENT 2 6



O

Lxecutive
Summary

O1



O

The global investment landscape is undergoing a structural shift as carbon policy
and sustainability mandates redefine trade, capital flows, and competitiveness.
ESG [environmental, social, governance] assets under management have
surpassed $40 trillion globally, while regulatory frameworks such as the

EU’s Sustainable Finance Disclosure Regulation (SFDR) and carbon border
adjustment mechanisms (CBAMSs) are reshaping cross-border trade and
financing rules.

For the Gulf Cooperation Council (GCC), this transformation represents both
a challenge and an opportunity. On one hand, carbon-intensive exports such

as aluminum, steel, cement, and petrochemicals face rising compliance costs

in carbon-regulated markets. On the other, the GCC'’s free zones, sovereign
wealth funds, and flagship projects are emerging as green gateways, capable of
channeling sustainable finance into next-generation economic corridors.

This white paper examines how ESG-linked finance and carbon policy are
converging in the GCC, with a particular focus on economic zones as hubs of
transition. The analysis identifies three pillars of opportunity:

1. Green Finance Instruments - rapid growth of green sukulk,
sustainability-linked bonds, and blended finance models, positioning
GCC markets as leaders in Islamic and ESG finance integration.

2. Green Corridors and Economic Clusters — large-scale projects such as
Masdar City, NEOM, and Oman’s hydrogen clusters are attracting capital
for renewable energy, logistics, and decarbonized trade.

3. Carbon Markets and Digital ESG Infrastructure — pilot programs in
carbon credit trading and ESG disclosure platforms open avenues for
financial innovation, technology adoption, and regional leadership.

At the same time, the transition is constrained by fragmented ESG standards,
limited liquidity in regional green markets, and risks of greenwashing. Without
robust governance, transparent reporting, and credible policy alignment, GCC
hubs risk being perceived as laggards in global ESG capital flows.
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The whitepaper concludes that the GCC'’s long-term competitiveness will hinge
on its ability to:

Establish credible ESG taxonomies and disclosure frameworks.

Leverage sovereign wealth funds as anchor investors in green finance.
Position economic zones as trusted gateways between global ESG capital and
regional transition projects.

Develop carbon markets and verification systems that align with international
standards.

By pursuing these strategies, GCC states can move beyond compliance to shape
the rules of green finance, consolidating their role as pioneers of sustainable
capital and trade corridors under Vision 20350 and Vision 2050.
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The global economy is entering a decisive phase where carbon policy and
sustainability imperatives are reshaping financial markets, industrial strategies,
and trade flows. What was once a niche consideration in investment committees
has now become a structural determinant of competitiveness.

By 2025, more than $40 trillion in assets under management worldwide were
governed by ESG [environmental, social, governance] principles, representing
nearly half of global institutional capital. This reallocation reflects not only
investor preference, but also regulatory mandates and shifting consumer
expectations. Governments in advanced and emerging markets alike are
deploying sustainable finance taxonomies, disclosure frameworks, and carbon
pricing mechanisms that increasingly dictate which sectors attract capital and
which face constraints.

At the forefront of these changes are carbon border adjustment mechanisms
(CBAMs), designed to impose levies on carbon-intensive imports. The
European Union’s CBAM, which begins phased implementation in 2026, will
directly impact GCC exporters of aluminum, steel, fertilizers, and cement.
Similar policies under discussion in the United States, United Kingdom,
Canada, and Japan signal a global move toward carbon-linked trade regimes.
For hydrocarbon-dependent economies, this represents both an existential
challenge and a catalytic opportunity.
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Against this backdrop, the Gulf Cooperation Council (GCC) is repositioning
itself as a gateway for green capital and green trade corridors. Sovereign wealth
funds such as Saudi Arabia’s Public Investment Fund (PIF), the UAE’s Mubadala
Investment Company, and Qatar Investment Authority (QIA) have embedded
sustainability criteria into their mandates. Meanwhile, free zones and economic
clusters, from Masdar City in Abu Dhabi to NEOM in Saudi Arabia, are branding
themselves as platforms for renewable energy, sustainable logistics, and ESG-
linked finance.

The intersection of carbon policy and ESG finance is particularly relevant for
the GCC. The region’s historic comparative advantage in hydrocarbons is being
reshaped by global capital markets demanding decarbonization. Yet the GCC
also possesses the fiscal capacity, geographic positioning, and policy ambition
to create new competitive advantages in renewable energy, hydrogen corridors,
carbon markets, and green financial instruments.

This whitepaper argues that the GCC's next phase of economic diversification
will hinge on its ability to:

- Convert free zones and mega-projects into credible ESG investment hubs.

- Align national regulations with global sustainable finance standards.

» Scale financial instruments such as green sukuk, sustainability-linked bonds,
and carbon credit platforms.

- Ensure that governance frameworks minimize greenwashing risks and maximize
investor trust.

In doing so, the GCC can transcend reactive compliance with carbon policy and
instead actively shape the flows of green finance and trade, consolidating its role
as a strategic bridge between advanced economies and emerging markets.
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The acceleration of ESG-linked capital flows is not incidental; it is the product of
converging regulatory, financial, and investor dynamics that are re-engineering
how and where capital is deployed. Understanding these drivers is critical for
positioning the GCC as a credible hub for sustainable finance and green trade
corridors.

Carbon Policy and Trade Realignment

- Carbon Border Adjustment Mechanisms (CBAMS):
The European Union’s CBAM, entering into force in 2026, will apply levies on
carbon-intensive imports such as aluminum, cement, fertilizers, and electricity.
For GCC exporters, the impact is immediate: without verified decarbonization
strategies, their cost base rises relative to competitors in carbon-regulated
markets.

- Ripple Effect Across Markets:
The United States, United Kingdom, Japan, and Canada are considering similar
measures. Together, these economies account for over 40% of GCC export
destinations, amplifying exposure to carbon-linked trade risks.

. Trade Competitiveness Shift:
Carbon policy is no longer confined to environmental regulation; it is a
structural trade policy instrument, directly influencing market access and
pricing.

Capital Market Regulation and Disclosure Mandates

- Global ESG Regulation:
Europe’s Sustainable Finance Disclosure Regulation (SFDR) and the
introduction of the International Sustainability Standards Board (ISSB)
reporting standards are driving convergence on ESG reporting norms.

- Shiftin Listings and Products:
Sustainable bonds, green sukuk, and ESG-linked loans are rapidly expanding. In
2024, green and sustainability bond issuance globally exceeded USD 1 trillion, a
near five-fold increase from 2018.

. Regulatory Convergence:
Asian hubs such as Singapore and Hong Kong have aligned their taxonomies
with EU standards, setting benchmarks that multinational investors now expect
in other markets, including the GCC.

10
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Technological and Market Innovation Synthesis: Why These Drivers Matter for the GCC

. Carbon Credit Markets: The interplay of carbon policy, capital market regulation, and investor mandates
Global voluntary carbon markets reached nearly USD 2 billion in value by means that ESG finance is no longer optional. For GCC economies, the stakes
2023, with the potential to grow ten-fold by 2030 if standards stabilize. GCC are twofold:

economies are exploring their role as carbon trading hubs.
1. Exposure to Risk: Without alignment, export sectors face rising carbon-

- Digital ESG Infrastructure: related trade barriers and reputational costs.
Technology platforms for carbon accounting, ESG reporting, and verification
arc bGCOming inVCStment Categ()ries in theil‘ own l‘lght. These arc increaSingly 2. ACCGSS t() Capital: Wlth alignment, GCC Zones and funds can attract ad
integrated into supply chain finance, making ESG compliance auditable and disproportionate share of the USD 1+ trillion in annual sustainable finance
tl‘adable. iIssuance

» Green Corridor Models:

International shipping alliances are piloting carbon-neutral trade routes, The next sections will show how these global drivers intersect with GCC
notably the “Green Shipping Corridor” initiatives between Asia and Europe. economic zones, sovereign wealth funds, and mega-projects, positioning them
Replicating such models in the Red Sea and Gulf corridors could elevate the cither as credible ESG gateways or as vulnerable outliers in an increasingly
GCC'srole in sustainable logistics. carbon-constrained world.
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The GCC's competitive positioning in the era of sustainable finance is not
abstract, it is embodied in economic zones, sovereign wealth platforms, and
mega-projects that serve as testbeds for channeling ESG capital. These case
studies illustrate how the region’s ambitions are being operationalized, where
credibility is being built, and where challenges remain.

United Arab Emirates

DIFC & ADGM as Green Finance Hubs

+ The Dubai International Financial Centre (DIFC) and Abu Dhabi Global
Market (ADGM) have positioned themselves as ESG-aligned financial
platforms. DIFC’s Sustainable Finance Hub provides a marketplace for green
bonds, sustainability-linked loans, and ESG funds, supported by regulatory
guidance on disclosure.

- ADGM has aligned with International Sustainability Standards Board
(ISSB) frameworks and is piloting ESG disclosure requirements for listed
companies.

Masdar City as a Green Cluster

- Established as a zero-carbon urban experiment, Masdar City has evolved into
aregional renewable energy hub, hosting clean-tech startups, R&D centers, and
anchor tenants such as IRENA.

- With over USD 20 billion in renewable projects globally, Masdar has
become a vehicle for exporting UAE'’s green capital abroad.

National Scale Investments

+ The UAE has pledged USD 54 billion in renewable energy investments by
2030, and its free zones are being leveraged as entry points for FDI into solar,
wind, and hydrogen projects.

Challenges

- Despite progress, fragmentation in standards (DIFC vs ADGM vs mainland)
risks investor confusion.

- Liquidity in green instruments remains limited relative to Singapore or EU
peers.

15
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Saudi Arabia

NEOM and The Line as Green Corridors

- NEOM, a USD 500 billion giga-project, is branding itself as a global green

economic corridor, anchored by the world’s largest planned green hydrogen
project (USD 8.4 billion).

- The Line integrates carbon-neutral urban design and renewable-powered
logistics, aiming to serve as both a demonstration of ESG capital deployment
and a magnet for sustainable FDI.

Policy Integration

- Saudi Arabia’s Vision 2030 strategy explicitly targets 30-50% renewable
energy share by 20350. Economic zones like KAEC (King Abdullah
Economic City) are being repurposed as industrial green clusters.

Tadawul’s ESG Listings

- The Saudi Exchange (Tadawul) has introduced frameworks for green

Challenges

sukuk and sustainability-linked bonds. In 2023, Saudi Arabia issued its first
sovereign green bond, raising USD 3 billion.

+ The Public Investment Fund (PIF) has embedded ESG into its mandate,
deploying capital into renewable energy, EV manufacturing, and sustainable
infrastructure.

» The credibility of ESG claims in giga-projects is under scrutiny, balancing

futuristic branding with verifiable carbon outcomes is essential to maintain
investor trust.

- Coordination between sovereign entities, ministries, and free zones remains a

bottleneck.

14
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Qatar

QFC Sustainable Finance Framework

- The Qatar Financial Centre (QFC) has launched ESG guidelines for asset
managers and listed firms, aligned with international disclosure standards.

- Green bonds and sukuk issuance remains nascent but is positioned as a growth
area under Qatar’s diversification strategy.

World Cup Legacy and ESG Branding

- The 2022 FIFA World Cup was marketed as a “carbon-neutral” event,
catalyzing investment in renewables, transport, and carbon offset mechanisms.
While credibility of carbon-neutral claims was debated, the infrastructure legacy
provides a platform for future ESG-aligned projects.

]
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Challenges

- Qatar’s financial sector is smaller relative to UAE and Saudi Arabia, limiting
liquidity depth for ESG instruments.

- Dependence on LNG exports raises questions on how green finance integrates
with national revenue priorities.

15
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Oman and Bahrain

Oman: Hydrogen and Green Sukuk

- Oman has announced USD 30 billion worth of green hydrogen projects,
with special economic zones at Dugm serving as anchor clusters for foreign
investors.

- In 2023, Oman issued its first green sukuk, signaling intent to align Islamic
finance with ESG mandates.

Bahrain: Fintech and ESG Pilots

- Bahrain is experimenting with fintech-driven ESG reporting and regtech
solutions within its Economic Development Board framework.

- Pilot programs for ESG-linked startups are underway in Bahrain Fintech Bay.

Challenges

- Both Oman and Bahrain face capital and scale limitations; without pooled GCC
frameworks, they risk being overshadowed by UAE and Saudi finance hubs.

- Ensuring investor-grade disclosure frameworks remains a key gap.

16
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Synthesis: Regional Patterns

Across the GCC, economic zones and mega-projects are being repositioned as
laboratories for ESG capital deployment. Common strengths include:

- Anchor projects with global visibility (Masdar, NEOM, Dugm).
- Sovereign wealth fund backing signal credibility.
- Regulatory alignment efforts with ISSB and EU frameworks.

Yet shared challenges remain:

- Fragmented ESG taxonomies across jurisdictions.
- Liquidity constraints in regional bond/sukuk markets.
» Greenwashing risks when branding outpaces verifiable outcomes.

The case studies show that the GCC’s ESG trajectory will depend on whether
these hubs can standardize frameworks, deepen capital markets, and
deliver measurable carbon outcomes that satisfy international investors.
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The credibility of the GCC as a global green finance hub depends not only L
on branding its economic zones and mega-projects, but also on the depth, - g
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Green Sukuk and Islamic Finance

Leadership in ESG Sukuk

The GCC is now the dominant
player in the global green

and sustainability sukuk
market. In 2024, the region
accounted for 58% of all
green and sustainability
sukuk issuances worldwide,
showcasing its ability to blend
Islamic finance with ESG
objectives.

Integration with Global
Standards

Sukuk frameworks are
increasingly aligned with

the ICMA Green Bond
Principles and regional Shariah
compliance boards. This dual
alignment offers a comparative
advantage: GCC sukuk are
accessible to both conventional
ESG investors and Islamic
finance participants.

Case Examples Challenges

Saudi Arabia’s PIF issued USD
3 billion in green bonds in 20253,
carmarked for renewable energy
and sustainable infrastructure.

Dubai Islamic Bank has
pioneered green sukuk targeting
renewable projects within and
beyond the region.

Oman’s first green sukuk
(2023) signals that even smaller
GCC economies are adopting
this mechanism.

Market liquidity remains thin;
most sukuk are held to maturity.

Disclosure practices vary

ACross ISSuers, raising investor
concerns about transparency.

20
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Sustainability-Linked Bonds and Loans

While global issuance of
sustainability-linked bonds
(SLBs) surpassed USD 100

billion in 2023, GCC adoption
remains nascent.

SLBs could be critical for
transition finance in the

GCC, linking interest rates or
repayment terms to sustainability
performance metrics (e.g., carbon
intensity reduction, renewable
energy share).

Global Uptake, : :
Regional Lag Potential Role Emerging Examples Challenges

A handtul of regional
corporates, particularly in
utilities and real estate, are
piloting SLBs tied to energy
efficiency and green building
certifications.

I.ack of standardized ESG
metrics across the GCC makes
performance-linked instruments
harder to enforce.
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Carbon Credit Markets

Global Context GCC Initiatives Challenges

Voluntary carbon markets
reached nearly USD 2 billion
in traded value by 2023 and
are projected to grow tenfold by
2030 if standards stabilize.

Saudi Arabia launched the
Regional Voluntary Carbon
Market Company (RVCMC)
in 2022, co-owned by PIF and
Tadawul. In 2023, it auctioned
over 2.2 million carbon credits.

Dubai is positioning itself as a
carbon trading hub linked to its
financial free zones.

Carbon markets could provide
GCC companies with an offset
mechanism against CBAM
liabilities while creating a new
asset class for investors.

Lack of globally harmonized
verification standards risks
undermining credibility.

Market size and liquidity remain

limited, requiring government-
backed anchor participation.
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Blended Finance

GCC Application Strategic Value Challenges

Blended finance combines
concessional capital (from
public or multilateral
institutions) with private
investment to de-risk projects.

Multilateral development

banks are partnering with GCC
sovereign funds to structure
blended finance for renewables,
hydrogen, and sustainable
infrastructure.

Example: IFC partnerships with
UAE and Saudi banks to co-
finance green SME lending.

Blended finance allows GCC
economies to attract private
investors into frontier green
projects (hydrogen, carbon
capture) that may otherwise be
considered too risky.

Limited local experience in
structuring blended vehicles.

Dependency on international

development institutions for
concessional tranches.
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Digital ESG Platforms

Technology as an Enabler

Digital platforms for

ESG reporting, carbon
accounting, and supply chain
verification are emerging

as critical infrastructure for
sustainable finance.

Regional Momentum Investor Perspective Challenges

Bahrain Fintech Bay is piloting These platforms reduce
ESG reporting startups. compliance costs, improve

transparency, and can attract
UAE free zones are exploring international capital seeking
blockchain-based carbon credible ESG disclosures.
credit registries.

Fragmentation: multiple
small pilots without regional
integration.

Lack of regulatory mandates

for digital ESG infrastructure
adoption.

24
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Synthesis: Instruments as Gateways

Collectively, these instruments, green sukuk, sustainability-linked debt,
carbon markets, blended finance, and digital ESG platforms, form the
backbone of the GCC'’s bid to become a global green finance gateway. Yet their
effectiveness will depend on:

- Liquidity and scale: without active secondary markets, issuance volumes alone
will not attract institutional capital.

- Standards and verification: credibility hinges on robust auditing, disclosure,
and taxonomy alignment.

- Regional coordination: fragmented initiatives risk diluting impact;
harmonized GCC frameworks could create a world-class sustainable finance
ecosystem.

25
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The convergence of ESG finance and carbon policy is opening a series of tangible Green Hydrogen Corridors Clusters

opportunities for the GCC. These extend beyond compliance with carbon
regulations and point toward a future in which economic zones, logistics hubs,

and energy clusters become the focal points of global capital allocation. Global Context

- Demand for hydrogen could reach 500 million tons annually by 2050, with
green hydrogen expected to command premium markets.

Renewable Energy Clusters
Regional Positioning

Scale of Opportunity + Saudi Arabia’s NEOM Hydrogen Project (USD 8.4 billion) is the world’s
- The GCC has pledged over USD 200 billion in renewable energy projects largest announced initiative.
through 2030, with solar and wind at the forefront. - Oman’s Dugm and Sohar zones are competing to attract hydrogen-linked FDI.

- UAE is piloting hydrogen hubs in Jebel Ali and Fujairah.
Investment Entry Points

- Equity participation in mega-solar parks (e.g., Mohammed bin Rashid Al Investment Models
Maktoum Solar Park in Dubai, Sudair Solar in Saudi Arabia).

- Project finance for wind farms in Oman and Saudi Arabia’s western corridor.

- Private equity and venture capital opportunities in storage, smart grids, and
efficiency solutions.

- Joint ventures with sovereign funds.
. Offtake agreements with European and Asian buyers (Germany, Japan, Korea).
- Infrastructure financing for pipelines, storage, and export terminals.

Strategic Relevance Strategic Relevance

- These clusters serve as compliance anchors against CBAM pressures while - Green hy(.irogen is the GCC's ticket to remain a reliable energy exporterina
branding the GCC as a renewable exporter. decarbonized world.
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Sustainable Logistics Hubs and Ports

Current Status

- GCC ports (Jebel Ali, Khalifa Port, King Abdullah Port, Sohar) are already
among the busiest globally. Carbon policy is pushing these hubs to go “green.”

Opportunities

- Investment in electrified cranes, automated logistics, and alternative fuel
ounkering (ammonia, hydrogen).

- Participation in green shipping corridors linking Red Sea and Gulf ports to
<urope and Asia.

- Financing ESG-compliant industrial clusters around ports.

Case Example

- DP World’s decarbonization program aims to cut global carbon emissions by
700,000 tons annually through electrification and automation.

Strategic Relevance

- Sustainable logistics ensures GCC trade routes remain competitive under
carbon-regulated shipping regimes.

Aviation and Green Mobility

Emerging Area

. GCC carriers (Emirates, Qatar Airways, Saudia) face mounting carbon
offset requirements.

Opportunities

- Investments in sustainable aviation fuel (SAF) plants in UAE
and Saudi Arabia.

- Financing of electric and hydrogen-powered mobility pilots in free zones.
- ESG-linked leasing instruments for new-generation aircratft.

Strategic Relevance

- Aligning aviation with ESG expectations protects one of the GCC’s most visible
export sectors: global air connectivity.

28
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Digital ESG Platforms and Carbon
Accounting

Opportunity Size

- Global demand for ESG verification and compliance platforms is projected to
exceed USD 30 billion annually by 2030.

GCC Entry Points

- Bahrain and UAE fintech hubs are piloting carbon accounting startups.

- Blockchain-based registries for carbon credits could position GCC as a
verification hub.

Investor Perspective

- Early movers stand to capture first-mover advantage in a rapidly
consolidating market.

Strategic Relevance

» Credibility in ESG reporting is a prerequisite for global capital inflows.
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Comparative Analysis: GCC vs Peer Hubs
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Synthesis: The Corridor Effect

The GCC is uniquely positioned to transform energy exports and trade routes
into green corridors. By integrating renewable clusters, hydrogen hubs, and
sustainable logistics, the region can offer end-to-end ESG-compliant supply
chains, from production to transport to financing.

This corridor model converts carbon compliance into a competitive advantage,
attracting ESG capital while safeguarding the GCC'’s traditional role as a global
trade intermediary.
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Challenges &
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While the GCC has made notable progress in positioning itself as a hub for ESG-
linked finance, significant challenges remain. These issues are not peripheral but
central to whether the region can attract and sustain credible ESG capital flows.
Without addressing them directly, the risk of reputational setbacks, shallow
markets, and capital flight increases.

Fragmented ESG Standards and Taxonomies

Current State

- The absence of a unified GCC ESG taxonomy creates confusion for investors.
Each jurisdiction, DIFC, ADGM, Tadawul, QFC, is experimenting with

disclosure frameworks, but these are often inconsistent or misaligned with
global standards.

Investor Impact

- Global asset managers demand comparability. Without harmonized standards,
GCCissuances may be treated as “peripheral” or carry credibility discounts
relative to EU or Singapore instruments.

Strategic Risk

- Fragmentation dilutes the GCC's ability to present itself as a cohesive regional
green finance gateway.

33



Greenwashing and Verification Gaps

Problem Definition

- The rapid branding of giga-projects (e.g., carbon-neutral cities, hydrogen
corridors) often outpaces measurable carbon outcomes.

Examples

- “Carbon-neutral” claims around major events (such as the Qatar World Cup)
have faced scrutiny from NGOs and media.

- NEOM's futuristic branding attracts attention but remains under pressure to
deliver transparent, third-party verified emission data.

Investor Impact

- Greenwashing risks deter institutional investors who require auditable ESG
reporting to meet fiduciary duties.

Strategic Risk

- Without credible verification systems, the GCC risks undermining the very
narrative it seeks to promote.

Liquidity Constraints in Green Finance
Markets

Current State

. GCC debt markets remain shallow and concentrated, with most sukuk and
bonds held to maturity. Secondary markets for green instruments are thinly
traded, limiting exit options for global investors.

Investor Impact

- Illiquidity raises the cost of capital and reduces attractiveness compared to EU,
US, or Asian markets.

Strategic Risk

- Without deeper markets, GCC issuances may remain symbolic rather than
systemic.
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Balancing Transition and Hydrocarbon
Dependence

Structural Challenge

- Hydrocarbons remain the fiscal backbone of GCC economies, funding
sovereign wealth funds and diversification projects. Yet global ESG mandates
increasingly penalize fossil-linked revenue streams.

Investor Impact

- Questions persist: Can GCC sovereign issuances truly be considered “green”
when national budgets remain hydrocarbon-dependent?

Strategic Risk

- Misalignment between national revenue sources and green financing claims
could deter investors demanding system-level sustainability alignment.

Governance and Political Economy
Frictions

Institutional Complexity

- Multiple ministries, sovereign funds, and regulatory authorities often pursue
parallel ESG agendas, leading to coordination gaps.

Investor Impact

- For foreign investors, unclear jurisdictional authority complicates risk
assessment and compliance.

Strategic Risk

- Without streamlined governance, GCC projects may appear as policy
showcases rather than investable pipelines with predictable rules.
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Regional Competition vs.
Coordination

Current Dynamics

- UAE, Saudi Arabia, and Qatar are each racing to brand themselves as the
premier ESG hub, often in competition rather than coordination.

Investor Impact

- Fragmentation risks duplicating efforts (e.g., multiple carbon trading pilots,
competing hydrogen export hubs).

Strategic Risk

- Without regional coordination, GCC's ability to scale into a globally significant
green finance bloc may be compromised.

Lessons from Global Failures

Case Example: Green Bond Market in Latin America

- UAE, Saudi Arabia, and Qatar are each racing to brand themselves as the
premier ESG hub, often in competition rather than coordination.

Case Example: Carbon Credit Oversupply in Africa

- Projects collapsed under weak verification, eroding confidence in
voluntary markets.

Relevance to GCC

- These cases highlight the need for credibility before scale, rushing to issue
green instruments without robust oversight may backfire.
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Synthesis: A Credibility Gap

The common thread across these challenges is credibility. Without trusted
standards, verifiable outcomes, and liquid markets, GCC initiatives risk being
perceived as aspirational showcases rather than investable ecosystems.
Bridging this credibility gap is the essential next step if the region is to become a
true global green finance gateway.
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Forward-Looking
Scenarios
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The trajectory of green finance in the GCC will not follow a single linear

path. Instead, it will be shaped by the interplay of global regulation, regional
coordination, and domestic policy execution. Three forward-looking scenarios
illustrate the range of possible outcomes, from accelerated integration with global
ESG norms to a stalled transition that risks marginalization.

Scenario A: Alignment with Global
Standards (Best Case)

Description

. GCC regulators harmonize ESG taxonomies across the region and align them
with ISSB, EU SFDR, and GRI frameworks. Sovereign wealth funds take the lead
by adopting mandatory disclosure and climate-aligned investment mandates.

Key Features

- Unified GCC ESG taxonomy launched by 2027.
- Carbon credit markets consolidated under a single verification platform.
- Free zones adopt mandatory ESG reporting for listed and private firms.

Outcomes

» GCC attracts a disproportionate share of global ESG fund allocations.
- Green sukuk markets scale, becoming a benchmark for Islamic + ESG
integration.

- GCCis positioned as a trusted global gateway between developed and
emerging markets.
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Scenario B: Regional Taxonomy
Fragmentation (Mixed Case)

Description

. GCC states pursue individual ESG frameworks without convergence. Some
align more closely with EU/ISSB, while others adapt hybrid or local standards.

Key Features

. UAE free zones adopt global best practices, while Saudi Arabia and
Qatar pursue parallel disclosure rules.

- Multiple carbon trading platforms emerge, each with limited liquidity.

- Green sukuk issuance grows but lacks cross-regional standardization.

Outcomes

- Investors face confusion and comparability risks.

+ ESG capital inflows continue but at discounted valuations relative to
Singapore or EU.

- GCC remains relevant, but not dominant, as a green finance hub.

40



O

Scenario C: Slow Transition and
Credibility Gaps (Worst Case)

Description

- ESG policies remain fragmented and poorly enforced, with branding outpacing
verifiable outcomes. Carbon trading pilots fail to scale, and greenwashing
claims undermine trust.

Key Features

- Giga-projects market themselves as “carbon-neutral” without credible
audits.

- Free zones compete but fail to enforce disclosure mandates.

- Secondary markets for green sukuk remain illiquid.

Outcomes

- Institutional investors divert capital to more credible hubs (Singapore, EU).

- GCCrisks being labeled as a peripheral ESG market, with inflows limited
to opportunistic or high-risk investors.

- Long-term reputational damage to the region’s positioning as a sustainable
finance leader.

Stress Test: Accelerated Global
Decarbonization

Hypothetical Trigger

- Rapid technological breakthroughs (e.g., cost collapse in green hydrogen,
commercial viability of carbon capture, widespread adoption of sustainable
aviation fuel).

Implications for GCC

- Hydrocarbon assets face steeper devaluation.

» Only regions with credible, large-scale ESG frameworks capture
accelerated capital flows.

. GCC must pivot even faster to remain relevant in global supply chains.
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Synthesis

The three scenarios highlight a central insight: the GC
is credibility dependent. Alignment with global stand
as a world-class hub; fragmentation sustains relevance

C’s green finance future
ards positions the region
out dilutes impact; slow

transition risks marginalization. The decisive factor wil
regional coordination over the next five years.

be policy execution and
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To establish itself as a credible global green finance gateway, the GCC must
move beyond isolated projects and branding exercises to deliver a coordinated
framework of policies, standards, and financial mechanisms. The following
recommendations provide a roadmap to strengthen trust, attract long-horizon
capital, and embed the region at the center of ESG capital flows.

Develop a Unified GCC ESG Taxonomy

Recommendation

- Launch a common GCC ESG taxonomy harmonized with ISSB and EU
SFDR standards, while incorporating regional considerations such as Islamic
finance principles.

Rationale

- Investors demand comparability and consistency; fragmentation across UAE,
Saudi Arabia, and Qatar erodes confidence.

Roadmap

. 2026: Establish GCC Sustainable Finance Working Group under Gulf
Cooperation Council Secretariat.

. 2027: Release GCC ESG taxonomy with unified reporting templates.

. 2028: Mandate adoption across free zones and listed companies.
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Standardize and Scale Green Sukuk

Recommendation

- Position the GCC as the global benchmark for green sukuk by adopting
shared issuance, disclosure, and verification standards.

Rationale

- The GCC already accounts for nearly 60% of global green sukuk
issuance; formal standardization can secure first-mover advantage.

Roadmap

. 2026: Form regional Shariah-ESG standards board.
. 2027: Launch GCC Green Sukuk Index.
+ 2030: Target USD 50 billion cumulative issuance benchmark.

Build Regional Carbon Markets

Recommendation

. Consolidate emerging carbon trading initiatives into a single GCC carbon
market with robust verification and blockchain-enabled registries.

Rationale

- Fragmented pilots dilute liquidity; consolidation will create scale and
credibility with international buyers.

Roadmap

» 2026: Interconnect Saudi Arabia’s RVCMC and UAE/Dubai pilots.
» 2027: Launch GCC Carbon Exchange with common crediting

methodologies.
+ 2028-2030: Integrate with EU ETS and Asian voluntary markets.

45



O

Incentivize ESG Disclosure in Free
Zones

Recommendation

- Require ESG reporting for companies operating in financial and industrial
free zones (DIFC, ADGM, NEOM, Dugm, KAEC).

Rationale

- Free zones are natural gateways for capital; ESG disclosure mandates
can lift transparency standards across the region.

Roadmap

» 2026: Introduce voluntary ESG disclosure guidelines.
. 2027: Make ESG reporting mandatory for listed and licensed firms.
+ 2030: Achieve 100% compliance among zone-based corporates.

Mobilize Sovereign Wealth Funds (SWFs) as
Anchor Investors

Recommendation

- Mandate GCC SWkFs (PIF, Mubadala, QIA, KIA) to allocate a minimum share
(e.g., 10-15%) of portfolios to certified green assets.

Rationale

- SWEFs control over USD 4 trillion in assets; their allocations can de-risk
markets and signal credibility.

Roadmap

» 2026: Announce collective GCC SWF commitment to green allocations.
- 2027: Launch joint GCC Green Infrastructure Fund.
. 2030: Target USD 250 billion cumulative SWF green allocations.
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Expand Public—Private Partnerships in
Green Infrastructure

Recommendation

» Use blended finance models to de-risk private investment in hydrogen,
renewables, and sustainable logistics.

Rationale

- PPPs accelerate capital mobilization, while multilateral backing
provides concessional layers.

Roadmap

. 2026: Launch 5 flagship blended finance projects across GCC economic zones.

+ 2028: Scale PPP framework to secondary markets (SMEs, fintech).
. 2030: Mobilize USD 100 billion in PPP-based green projects.

Invest in Digital ESG Infrastructure

Recommendation

- Develop regional ESG data platforms and verification systems (carbon
registries, blockchain traceability, Al-driven compliance).

Rationale

- Technology lowers compliance costs, improves credibility, and
enhances GCC's role as a verification hub.

Roadmap

» 2026: Launch GCC ESG Data Hub.
. 2027: Integrate digital platforms with free zone disclosure systems.
+ 2030: Export GCC digital ESG solutions to wider MENA and Asia.
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Foster Regional Coordination over
Competition

Recommendation

. Create a GCC Green Finance Council to align policy, pool liquidity, and
coordinate market positioning.

Rationale

- Regional competition is diluting impact; coordination could build scale
and attract global index inclusion.

Roadmap

. 2026: Establish council with central bank and finance ministry participation.
. 2027: Release annual GCC Green Finance Strategy.
. 2030: Position GCC as a top 3 global hub for ESG sukuk and carbon credits.
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efore scale. By harmonizing standards,
scaling sukuk, on markets, and mandating SWF participation,
the GCC can transform its economic zones into globally trusted ESG
gateways. The next five years (2026-2030) are decisive: the region must prove
that branding is backed by measurable outcomes, or risk falling behind more

credible hubs.
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Conclusion

The transformation of global capital markets under the influence of carbon
policy and ESG imperatives is no longer a peripheral trend, it is the defining
axis of investment and trade in the decades ahead. The GCC, withiits fiscal
strength, sovereign wealth funds, and ambitious economic diversification
agendas, is uniquely positioned to act not merely as a participant but as a shaper
of these flows.

The case studies of UAE, Saudi Arabia, Qatar, Oman, and Bahrain
demonstrate that the region has already begun to build the scaffolding of a

green finance ecosystem: from Masdar City and DIFC’s sustainable finance
initiatives, to NEOM’s hydrogen ambitions and Oman’s pioneering green sukuk.
Instruments such as green sukuk, sustainability-linked bonds, carbon credit
markets, blended finance vehicles, and digital ESG platforms provide the
financial architecture for this transition.

Yet the challenges are equally clear. Fragmented ESG standards, liquidity
constraints, greenwashing risks, and governance frictions threaten to
undermine credibility at precisely the moment when global investors demand
transparency and comparability. The credibility gap is not theoretical; it is

the decisive factor that will determine whether GCC hubs emerge as global
gateways for ESG capital or remain peripheral in the sustainable finance order.

The roadmap outlined in this whitepaper points toward the necessary steps: a
unified GCC ESG taxonomy, standardized green sukuk, consolidated carbon
markets, SWFs as anchor investors, and technology-driven ESG verification
systems. Above all, the region must prioritize coordination over competition,
aligning free zones and national regulators under a common green finance
framework.

If executed with urgency and discipline, the GCC can transform its economic
zones and corridors into trusted global entry points for sustainable

capital and carbon-neutral trade. This would not only safeguard the region’s
competitiveness under emerging carbon regimes but also position the GCC as a
strategic bridge between developed and emerging economies in the green
transition.

The next five years will be decisive. The GCC has the resources, ambition,
and global visibility to lead. The imperative now is to deliver credibility, scale,
and measurable outcomes, ensuring that green capital and green corridors

become not just policy aspirations but enduring drivers of prosperity
under Vision 2030 and beyond.
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Annex A: Glossary of Key Terms

- CBAM (Carbon Border Adjustment Mechanism): Trade policy tool imposing carbon-related
tariffs on imports.

- ESG (Environmental, Social, Governance): Investment framework integrating sustainability
considerations.

- Green Sukuk: Islamic bond used to finance environmentally sustainable projects.

- SLB (Sustainability-Linked Bond): Debt instrument where financial terms are tied to
sustainability performance.

- Blended Finance: Investment structure combining concessional and commercial capital to de-risk
projects.

- Carbon Credit: Certificate representing one metric ton of CO -equivalent emission reduction or
removal.

« Green Corridor: Trade or logistics route designed to minimize carbon emissions through
decarbonized infrastructure.
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