Gulf Industrial Capacity: A Quiet Repositioning
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The shift in regional manufacturing that most strategy decks haven't caught up to.



A Quiet Transformation Is Underway

For decades, the Gulf's economic narrative has been largely defined by — Factories are expanding
energy, infrastructure, trade, and finance. Industrial development existed,
but often as a supporting function rather than a strategic objective.

That reality is changing. — Industrial zones are growing

Across the UAE, Saudi Arabia, and wider GCC region, a significant shift is
taking place. — Supply chains are localising

— Advanced manufacturing is emerging

Despite the scale of activity, many strategy discussions continue to focus on real estate, technology, tourism, and financial services.
The manufacturing story remains underappreciated — and that may prove to be one of the most important developments shaping the
region's future.




Beyond Diversification

The common explanation is economic diversification. While true, it only tells part of the story.

Recent global events exposed this reality
@ The Gulf is no longer investing in manufacturing simply

to reduce dependence on hydrocarbons. It is investing

because industrial capability creates strategic P,anden.“c Supply Chain
. Disruptions Bottlenecks
sovereignty.
A nation that can manufacture, assemble, engineer, and maintain Geopolitical Logistics Volatility
critical products possesses a fundamentally different level of Tensions

resilience than one that relies entirely on imports.

Supply chains are not merely commercial networks. They are strategic assets.



The Significance of Make it in The Emirates
(https://www.miite.ae/en)

The UAE's Making in the Emirates initiative represents more than an industrial promotion programme. It is a signal — a signal that
manufacturing is moving from the periphery of economic planning toward the centre.

Historically, industrial investment often followed market demand. Today, governments are actively creating the conditions for industrial
ecosystems to develop. The objective is no longer simply to attract factories. The objective is to build industrial capability.

The Foundations of Industrial Competitiveness

= Fe

Skilled Labour & Engineering Supplier Networks

Developing the human capital and expertise that underpins Building local content and interconnected supply chains that
industrial performance. reduce import dependency.

Production Infrastructure Industrial Financing

World-class facilities, industrial zones, and the physical backbone Mechanisms that enable sustained investment in productive assets
of manufacturing. and technology adoption.

(J These are the foundations of industrial competitiveness — not individual factories, but entire ecosystems.


https://www.miite.ae/en

The Rise Of Industrial Ecosystems

One of the greatest misconceptions about manufacturing
is that factories compete individually. In reality,
ecosystems compete.

China did not become a manufacturing powerhouse
because of a single factory. Germany did not become an
engineering leader because of a single company.

Industrial success emerges when suppliers,
manufacturers, engineers, logistics providers, financiers,
and customers operate within interconnected networks.

The Gulf Is Increasingly Moving In This Direction

Industrial Cities Expanding 1

Dedicated zones growing in scale and sophistication
across the GCC.

2 Free Zones Maturing

Established frameworks attracting increasingly complex

industrial operations.
Local Supplier Networks 3

Domestic supply chains developing depth and capability
over time.
4 Strategic Investment

Sustained capital flowing into priority industrial sectors.

The shift is gradual. But it is unmistakable.



The Industries To Watch: Marine
Manufacturing

The Gulf already possesses

globally recognised shipbuilding Shipbuilding

and yacht construction capabilities. .
Commercial and naval vessel

As regional expertise deepens .
g P P ' construction

opportunities exist to localise more
components, systems, and

specialist services. .
P Yacht Construction

Marine manufacturing represents
) . World-class superyacht
one of the most mature industrial ]
. . . manufacturing
sectors in the region — combining

precision engineering, advanced
materials, and complex systems . .
. . , Component Localisation
integration. The sector's growth

trajectory positions it as a flagship Expanding domestic supply chains
example of what Gulf industrial

capability can achieve.

Specialist Services

Engineering, maintenance, refit




The Industries To Watch:
Defence & Security

The Gulf region's commitment to strategic autonomy extends profoundly into the
defence and security sector. Historically a major importer of military hardware, GCC
nations are now aggressively pivoting towards local production, research and
development, and advanced capabilities. This shift is driven by a complex interplay
of geopolitical considerations, a desire for enhanced self-reliance, and the
economic imperative to diversify industrial output beyond traditional sectors.

Initiatives like Make it in the Emirates highlight the ambition to build robust domestic
defence industrial bases, reducing reliance on external supply chains and fostering
advanced technological expertise. This involves not only the assembly of systems
but also the manufacturing of critical components, the development of indigenous
intellectual property, and extensive investment in areas such as aerospace,
maritime security, advanced surveillance, and cybersecurity. The sector is
witnessing substantial capital injection, aiming to create high-value jobs and
strengthen national security postures through localized innovation and advanced
industrial capacity.

Advanced Aerospace Cybersecurity & Al

Drones, components, MRO facilities Digital defence solutions, data security
Naval & Border Security Integrated Systems
Maritime patrol, surveillance systems Command, control, communication

platforms



The Industries To Watch: Defence & Security

Governments increasingly prioritise sovereign capability in critical sectors. Manufacturing capacity forms a key component of this
strategy.

Sovereign defence manufacturing is not merely an industrial

ambition — it is a national security imperative. The Gulf's @

investment in this sector reflects a fundamental shift in . ..

strategic thinking. Sovereign Capability Technology Transfer
Reducing reliance on Building domestic
foreign defence supply engineering and R&D
chains expertise

Export Potential

Positioning Gulf manufacturers in global defence markets
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The Industries To Watch:
Advanced Building Systems

Prefabrication, modular construction, and industrialised building methods are
gaining momentum as countries pursue large-scale development programmes.

Design & Engineering

1
Precision off-site design enabling faster, more consistent delivery
Factory Production

2 Controlled manufacturing environments improving quality and reducing
waste

3 On-Site Assembly
Rapid deployment reducing construction timelines dramatically

A Scale & Replication

Industrial methods enabling delivery of mega-projects at pace

© As Gulf nations pursue some of the world's most ambitious development
programmes, industrialised building methods offer a compelling solution to
the challenge of scale, speed, and quality.



The Industries To Watch: Energy Transition
Infrastructure

As energy systems evolve, demand for industrial equipment, fabrication
capability, and engineering expertise continues to expand. The Gulf's
energy transition is not simply a shift in fuel sources — it is an industrial
opportunity of significant scale.

— 00— —0—

Solar Equipment Wind Infrastructure
Panels, mounting systems, Towers, nacelles, and offshore
inverters, and balance-of- foundation fabrication

plant components

—— —0—

Storage Systems Hydrogen Economy
Battery manufacturing and Electrolysers, compression
grid-scale energy storage systems, and distribution

solutions infrastructure



The Industries To Watch:
Industrial Technology

Automation, robotics, digital manufacturing, and industrial software represent
significant opportunities as factories modernise across the Gulf.

Automation & Robotics

Deploying intelligent machines to enhance precision, throughput, and consistency
across production environments.

-

Digital Manufacturing

Connecting physical production with digital systems to enable real-time monitoring,
optimisation, and decision-making.

/>
Industrial Software

ERP, MES, and simulation platforms that drive operational intelligence and
continuous improvement.

Industrial technology is not simply about replacing workers with machines. It is
about building factories that can compete globally on quality, speed, and cost —
simultaneously.




The Challenge Few Discuss

Building factories is relatively straightforward. Building industrial
capability is not.

The Gulf's greatest challenge over the coming decade may not be
attracting investment. It may be developing operational
excellence.

/\ Facilities can be constructed quickly. Machinery can be
purchased. Technology can be imported. Operational
knowledge takes far longer to build.

Manufacturing Performance Ultimately Depends On

Leadership Capability 3 Process Discipline .2 Workforce Development
Production Systems ¢ Continuous Improvement

These elements cannot simply be acquired. They must be developed. And this is where many industrial ambitions around the world have
historically struggled.



The New Competitive Battleground

The next phase of industrial development will not be determined by who builds the most factories. It will be determined by who operates

them most effectively.

Ist O 100%

Productivity Defects On-Time Delivery
Output per unit of input — the fundamental Quality standards that meet or exceed Reliability that builds customer trust and
measure of industrial efficiency global benchmarks consistently long-term commercial relationships

Industrial Leaders Industrial Participants

Countries that combine investment with operational capability Those that focus solely on infrastructure may struggle to realise
development will create sustainable, compounding advantages full value from their investments — producing output without
that are difficult to replicate. competitive differentiation.




What Investors Should Be Watching

Many investors continue evaluating Gulf opportunities primarily through traditional sectors. Yet industrial capacity is becoming
increasingly relevant — not because manufacturing generates immediate headlines, but because manufacturing creates multiplier
effects throughout an economy.

Supply
Chains

(local sourcing
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networks)

Logistics
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The most attractive opportunities may not necessarily be found in the factories themselves. They may emerge in the networks forming
around them. Industrial ecosystems create economic depth — and economic depth creates resilience.



The Gulf's Next Industrial Chapter

The region's industrial ambitions should not be viewed as an attempt to replicate existing manufacturing powers. The opportunity is
fundamentally different.

Strategic Location World-Class Logistics Access to Capital

At the intersection of Europe, Asia, and Ports, airports, and infrastructure that Sovereign wealth, institutional

Africa — a natural hub for global rival any location on earth for investment, and growing private equity
industrial supply chains connectivity interest in productive assets
Political Stability Growing Demand

Long-term planning horizons that enable sustained industrial Expanding domestic markets providing a foundation for
investment and ecosystem development industrial scale before export ambitions

G The question is no longer whether manufacturing can play a larger role in the region's future. The question is how quickly
industrial capability can mature to support that vision.



Final Thought

Many observers still view manufacturing as a traditional industry — a

sector associated with factories, machinery, and production lines. © The factories being built today may ultimately be
remembered not for what they produced, but for

In reality, manufacturing is becoming one of the most strategic the industrial ecosystems they enabled.

instruments of economic development.

The Gulf appears to understand this. Initiatives such as Making in the Strategic Sovereignty

Emirates are not simply about producing more goods. They are about

creating capability. Industrial capability as a national asset, not merely an

economic activity

Capability, once established, becomes one of the most valuable

assets a nation can possess. Ecosystem Value

Networks of capability that compound in value over time

Long-Term Vision

A generational investment in productive capacity and
resilience
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