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UAE-China: A global trade axis

The importance of the trade and economic ties between the United Arab Emirates
and China cannot be underestimated and has grown significantly since the diplomatic
relationship between both countries was established in 1984. China is a key market for
the UAE’s hydrocarbon exports, and the UAE is one of the largest regional markets for
Chinese imports and a key axis for the re-export of Chinese goods into the region and
Africa. The UAE from China’s perspective is a crucial axis at a geographic junction
between Africa, Europe, and Asia. In fact, the UAE plays an important role in China’s Belt
& Road initiative, given its position as the leading regional logistics hub, through maritime,
air and land logistics capabilities. The UAE’s trade-ready infrastructure is crucial to
enabling Chinese goods transiting through the immediate and near region and into Africa.

The UAE’s economic diversification agenda can benefit from solutions and
technologies that China is able to offer. Chinese corporates are becoming global
champions in fields ranging from healthcare, artificial intelligence, communications,
renewables, finance and many more. We are seeing Chinese companies becoming
important partners in the UAE across many of those fields, from hydrocarbon investments,
to build-up and financing of renewables projects. Policymakers in the UAE see the value
of aligning with Chinese corporates across sectors, where Chinese firms can play an
important value-added role in the economic diversification plans of the UAE.

The two countries have signed a number of high-level agreements over the past
few years, as the importance of the economic relationship has grown. In this paper
we look at some of those key agreements between the UAE and China, and how they will
frame the long-term nature of that relationship. We also highlight some examples of where
those economic interests are aligning through partnerships and deals in different sectors.
In our view the long-term growth of the UAE-China partnership will complement the UAE’s
existing relationships with key economic partners in the west. We expect the next few
years to see a continued development in an already strong relationship which bodes well
for the long-term economic interests of both countries. This document will set out the
broad contours of the UAE — China relationship, and we aim to follow up with further
reports on specific aspects such as cross border trade and sector specific investments.
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Why is the UAE so important to China?

The geographic axis of the UAE in addition to its prowess as regional trade and
logistics hub, have made it among the most strategic economic partners for China in
the Middle East and North Africa region. It has the largest concentration of international
companies based in the region with almost 3.200 foreign companies based in the UAE,
in addition to 44 economic free zones that have more than 60,000 companies
registered. Its seaports are the most developed in the region with Dubai’s Jebel Ali port
the 11th busiest in the world, and the UAE seaports handle almost 61% of the cargo
that is destined for the Gulf Cooperation Council. Overall, the UAE has 12 commercial
trading ports other than oil ports, with 310 berths and a cargo capacity of 80 mn tonnes.

The UAE’s investment in trade-enabling infrastructure like its seaports and
airports, allows it to be a crucial East-West transshipment point, very much like other
trade-enabled economies like Singapore and Hong Kong in their respective regions.
Furthermore, the UAE's diversified portfolio of free trade zones covers a wide range of
sectors from light and heavy industries, to avionics, technology, and financial services.
This ensured the build-up of a critical mass of businesses across a wide range of
sectors, and this in turn drives the attractiveness of the UAE as a regional business
hub for many multinationals, and has been a key reason why many Chinese firms see
the UAE as a natural base for operations into the immediate region and into Africa
(through strong maritime and air links).

The UAE leads in the MENA region in non-oil foreign trade. In 2020 the UAE non-
oil foreign trade was AED 1.403tn (down from 1.603tn in 2019 prior to the pandemic).
Non-oil exports however grew by 101% yly to AED 254.6bn. China was the UAE’s
leading trading partner with bilateral trade value at AED 174bn, followed by Saudi
Arabia, India and the US. This strong and growing trade relationship is enhanced by
the infrastructural readiness of the UAE to enable and support the flow of Chinese
goods across both the immediate and wider region and other geographic footprint
markets like Africa.

It is estimated that 4,000 Chinese companies are registered in Dubai alone, and
almost 200,000 Chinese residents reside in the UAE, the largest Chinese diaspora in
the Middle East. Dubai’s Dragon Mart is the largest Chinese wholesale market outside
of China and attracts traders and businesses seeking Chinese goods both from the
Middle East, Africa and South East Asia. Chinese tourists have been the fastest
growing tourists’ populations in the UAE, and Chinese nationals are among the top four
nationalities investing in Dubai real estate.

UAE — China Trade — Direct vs Free Zones (AED bn)
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Strategic agreements map the path ahead

The UAE and China have signed a number of important strategic agreements
over the past few years. The most significant agreements came on the back of
China’s President Xi Jinping’s visit to the UAE in 2018 and HH Sheikh Mohammed bin
Zayed Al Nahyan’s visit to China in 2019. In 2018 Beijing signed a Comprehensive
Strategic Partnership with the UAE, this is the highest-level bilateral agreements that
Beijing undertakes. And during the 2019 visit of HH Sheikh Mohammed to China, 16
Strategic agreements were signed in the fields of economy, environment, and oil.
Those agreements will come to define the nature of how this important economic
relationship will evolve in the future and signify the importance both countries place on
the political and economic dimension of this relationship.

The Comprehensive Strategic Partnership signed between the UAE and China on
president Xi Jinping’s visit to the UAE on the 20th of July 2018, marks one of the most
important strategic agreements between the two countries since the formation of
diplomatic relations in 1984, and the signing of an earlier strategic agreement in 2012.
The agreement covers a wide range of fields including, politics, economics and finance,
technology and data transfer, education and science, renewables, oil and gas, security,
and cultural. This partnership is the highest among the three groupings that China has
with countries in respect their relative importance to China’s strategic interests,
including alignment with the Belt and Road Initiative. Those are comprehensive
strategic and regular partnerships. The UAE is among the five states in the Middle East,
that include Saudi Arabia, Egypt, Algeria, and Iran that have those strategic
partnerships, given their important bilateral role to China.

In 2019, further agreements were signed on a visit to China by HH Sheikh
Mohammed bin Zayed Al Nahyan. This covered a wide range of sectors including
defence, trade and investment, environment and sustainability, education, ports and
customs, and energy. Those agreements sought to cement and better define the nature
of the relationship between both countries after the strategic partnership that was
signed a year earlier. It covered specifics such as MoU to encourage UAE and Chinese
enterprises to engage in trade and economic cooperation endeavours with the African
continent, introduction of Chinese language in educational curriculum, the Abu Dhabi
National Oil Company (ADNOC) signing a Strategic Framework Agreement with China
National Offshore Oil Corporation, CNOOC, to other agreements ranging from customs
arrangements to financial markets. The sponsorship of those agreements at the highest
levels of leadership of both countries is reflective of the strategic importance both
countries place on the economic, political, and cultural dimensions of their relationship.

UAE-China Total Trade 2010-2020 (AED bn)
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Key deals define evolution of economic relationship

China is steadily developing strategic stakes in the UAE’s oil and gas sectors,
transforming the relationship from a purely commercial one. China National
Petroleum Company (CNPC) has led investments in the UAE’s upstream sector. In
2017, CNPC won a bid granting them 8% of Abu Dhabi Company for Onshore
Petroleum Operations for USD1.77bn. The concession—including Bab, Bu Hasa,
Shah, and Asab fields—has total resources of 20-30 bn barrels of oil equivalent (boe)
over the term of the concession, which is 40 years. That was followed by two more
concession wins, worth nearly USD1.2bn for two 10% stakes in two offshore
concessions in Abu Dhabi in 2018. In that same year, a subsidiary of CNPC won a
USD 1.7bn seismic survey contract for ADNOC. And in July 2020, ADNOC announced,
China National Offshore Oil Company (CNOOC), bought a 4% stake of both of CNPC'’s
shares, splitting the Chinese share in the offshore concessions between two of the key
Chinese energy players.

Renewables is another important area where Chinese investments are rapidly
building up. The Mohammed bin Rashid Al Maktoum Solar Park is the largest single-
site solar park in the world based on the Independent Power Producer (IPP) model. It
has a planned production capacity of 5,000 MW by 2030, with investments totalling
AED 50 bn. When completed, it will save over 6.5 mn tons of carbon emissions
annually. China is heavily invested in the project both directly and indirectly. ACWA
Power, which is a consortium 49% owned by Chinese state-owned Silk Road Fund is
building the 4th phase of the solar park. Five Chinese banks - Agricultural Bank of
China, Bank of China, China Everbright Bank, China Minsheng Bank, Industrial and
Commercial Bank of China, Bank of China - were part of the local and international
consortium of banks funding the project. The approach to the solar park is reflective of
the strategic positioning Chinese enterprises adopt in key projects in the UAE, by
committing both direct resources and long-term funding.

Telecommunication is another area where Chinese companies are building a
very prominent role as a provider of choice particularly in the 5G space. Both the
UAE'’s Etisalat and Du have partnered with China’s Huawei (along with both Nokia and
Ericsson) in building their 5g networks. This comes despite increasing tensions
between the US and China on advanced Chinese telecommunication ebbing into the
global geopolitical space. Chinese telecommunications groups like Huawei have been
operating in the region for close to 20 years and have built strong reputability on the
telecommunication solutions across much of the GCC. Huawei is also working with the
UAE on other digitization initiatives within the ICT space, including sponsoring and
supporting programs at higher educational institutions in the country.

In the medical sciences space, China is becoming an increasingly important
partner to the UAE. During the pandemic, the relationship intensified, with Abu Dhabi
based group G42 partnering Chinese genomics company, BGI, to open a Covid-19
testing facility in Abu Dhabi, which was set-up and became fully operational in 14 days.
The partnership played a key role in setting the foundation for the UAE to roll out Covid-
19 testing facilities across the UAE. G42 also partnered with China’s Sinopharm to
develop a vaccine for Covid-19, that was available for frontline workers in the UAE as
early as September 2020 after successful phase 3 trials. In March this year the
company announced a joint venture with Sinopharm to open a new vaccine plant in
KIZAD that will become operational this year and over its phased development will have
a production capacity of 200mn doses per annum across three filling lines and five
automated packaging lines. The joint venture also includes a purpose-built research
and development hub for life sciences, biotechnology and vaccine production in KIZAD.
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Summary

China’s Belt and Road Initiative is indicative of the wider aspirations of an economy
that is seeking to build integrated partnerships across its key historic trade routes. The
UAE offers China the kind of strategic partner it seeks to engage with, through its
geographic axis, trade enabled infrastructure, energy resources, and diversified
economy. The UAE’s own economic diversification agenda will benefit from solutions
and technologies that Chinese companies are able to offer. We expect to see the
strategic integration between the two economies grow further in the years ahead, as
both countries see value in growing their cross-border trade and investments, which in
turn will serve their respective long-term economic growth agendas.
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Disclaimer

PLEASE READ THE FOLLOWING TERMS AND CONDITIONS OF ACCESS FOR THE PUBLICATION BEFORE THE USE THEREOF. By continuing to access and use the
publication, you signify you accept these terms and conditions. Emirates NBD reserves the right to amend, remove, or add to the publication and Disclaimer at any time. Such
modifications shall be effective immediately. Accordingly, please continue to review this Disclaimer whenever accessing, or using the publication. Your access of, and use of the
publication, after modifications to the Disclaimer will constitute your acceptance of the terms and conditions of use of the publication, as modified. If, at any time, you do not wish to
accept the content of this Disclaimer, you may not access, or use the publication. Any terms and conditions proposed by you which are in addition to or which conflict with this
Disclaimer are expressly rejected by Emirates NBD and shall be of no force or effect. Information contained herein is believed by Emirates NBD to be accurate and true but Emirates
NBD expresses no representation or warranty of such accuracy and accepts no responsibility whatsoever for any loss or damage caused by any act or omission taken as a result
of the information contained in the publication. The publication is provided for informational uses only and is not intended for trading purposes. Charts, graphs and related
data/information provided herein are intended to serve for illustrative purposes. The data/information contained in the publication is not designed to initiate or conclude any
transaction. In addition, the data/information contained in the publication is prepared as of a particular date and time and will not reflect subsequent changes in the market or changes
in any other factors relevant to their determination. The publication may include data/information taken from stock exchanges and other sources from around the world and Emirates
NBD does not guarantee the sequence, accuracy, completeness, or timeliness of information contained in the publication provided thereto by or obtained from unaffiliated third
parties. Moreover, the provision of certain data/information in the publication may be subject to the terms and conditions of other agreements to which Emirates NBD is a party.

None of the content in the publication constitutes a solicitation, offer or recommendation by Emirates NBD to buy or sell any security, or represents the provision by Emirates NBD
of investment advice or services regarding the profitability or suitability of any security or investment. Moreover, the content of the publication should not be considered legal, tax,
accounting advice. The publication is not intended for use by, or distribution to, any person or entity in any jurisdiction or country where such use or distribution would be contrary
to law or regulation. Accordingly, anything to the contrary herein set forth notwithstanding, Emirates NBD, its suppliers, agents, directors, officers, employees, representatives,
successors, assigns, affiliates or subsidiaries shall not, directly or indirectly, be liable, in any way, to you or any other person for any: (a) inaccuracies or errors in or omissions from
the publication including, but not limited to, quotes and financial data; (b) loss or damage arising from the use of the publication, including, but not limited to any investment decision
occasioned thereby. (c) UNDER NO CIRCUMSTANCES, INCLUDING BUT NOT LIMITED TO NEGLIGENCE, SHALL EMIRATES NBD, ITS SUPPLIERS, AGENTS, DIRECTORS,
OFFICERS, EMPLOYEES, REPRESENTATIVES, SUCCESSORS, ASSIGNS, AFFILIATES OR SUBSIDIARIES BE LIABLE TO YOU FOR DIRECT, INDIRECT, INCIDENTAL,
CONSEQUENTIAL, SPECIAL, PUNITIVE, OR EXEMPLARY DAMAGES EVEN IF EMIRATES NBD HAS BEEN ADVISED SPECIFICALLY OF THE POSSIBILITY OF SUCH
DAMAGES, ARISING FROM THE USE OF THE PUBLICATION, INCLUDING BUT NOT LIMITED TO, LOSS OF REVENUE, OPPORTUNITY, OR ANTICIPATED PROFITS OR
LOST BUSINESS. The information contained in the publication does not purport to contain all matters relevant to any particular investment or financial instrument and all statements
as to future matters are not guaranteed to be accurate. Anyone proposing to rely on or use the information contained in the publication should independently verify and check the
accuracy, completeness, reliability and suitability of the information and should obtain independent and specific advice from appropriate professionals or experts regarding
information contained in the publication. Further, references to any financial instrument or investment product is not intended to imply that an actual trading market exists for such
instrument or product. In publishing this document Emirates NBD is not acting in the capacity of a fiduciary or financial advisor.

Emirates NBD and its group entities (together and separately, "Emirates NBD") does and may at any time solicit or provide commercial banking, investment banking, credit, advisory
or other services to the companies covered in its reports. As a result, recipients of this report should be aware that any or all of the foregoing services may at times give rise to a
conflict of interest that could affect the objectivity of this report. The securities covered by this report may not be suitable for all types of investors. The report does not take into
account the investment objectives, financial situations and specific needs of recipients.

Data included in the publication may rely on models that do not reflect or take into account all potentially significant factors such as market risk, liquidity risk and credit risk. Emirates
NBD may use different models, make valuation adjustments, or use different methodologies when determining prices at which Emirates NBD is willing to trade financial instruments
and/or when valuing its own inventory positions for its books and records. In receiving the publication, you acknowledge and agree that there are risks associated with investment
activities. Moreover, you acknowledge in receiving the publication that the responsibility to obtain and carefully read and understand the content of documents relating to any
investment activity described in the publication and to seek separate, independent financial advice if required to assess whether a particular investment activity described herein is
suitable, lies exclusively with you. You acknowledge and agree that past investment performance is not indicative of the future performance results of any investment and that the
information contained herein is not to be used as an indication for the future performance of any investment activity. You acknowledge that the publication has been developed,
compiled, prepared, revised, selected, and arranged by Emirates NBD and others (including certain other information sources) through the application of methods and standards of
judgment developed and applied through the expenditure of substantial time, effort, and money and constitutes valuable intellectual property of Emirates NBD and such others. All
present and future rights in and to trade secrets, patents, copyrights, trademarks, service marks, know-how, and other proprietary rights of any type under the laws of any
governmental authority, domestic or foreign, shall, as between you and Emirates NBD, at all times be and remain the sole and exclusive property of Emirates NBD and/or other
lawful parties. Except as specifically permitted in writing, you acknowledge and agree that you may not copy or make any use of the content of the publication or any portion thereof.
Except as specifically permitted in writing, you shall not use the intellectual property rights connected with the publication, or the names of any individual participant in, or contributor
to, the content of the publication, or any variations or derivatives thereof, for any purpose.

YOU AGREE TO USE THE PUBLICATION SOLELY FOR YOUR OWN NONCOMMERCIAL USE AND BENEFIT, AND NOT FOR RESALE OR OTHER TRANSFER OR
DISPOSITION TO, OR USE BY OR FOR THE BENEFIT OF, ANY OTHER PERSON OR ENTITY. YOU AGREE NOT TO USE, TRANSFER, DISTRIBUTE, OR DISPOSE OF ANY
DATA/INFORMATION CONTAINED IN THE PUBLICATION IN ANY MANNER THAT COULD COMPETE WITH THE BUSINESS INTERESTS OF EMIRATES NBD. YOU MAY
NOT COPY, REPRODUCE, PUBLISH, DISPLAY, MODIFY, OR CREATE DERIVATIVE WORKS FROM ANY DATA/INFORMATION CONTAINED IN THE PUBLICATION. YOU
MAY NOT OFFER ANY PART OF THE PUBLICATION FOR SALE OR DISTRIBUTE IT OVER ANY MEDIUM WITHOUT THE PRIOR WRITTEN CONSENT OF EMIRATES NBD.
THE DATA/INFORMATION CONTAINED IN THE PUBLICATION MAY NOT BE USED TO CONSTRUCT A DATABASE OF ANY KIND. YOU MAY NOT USE THE
DATA/INFORMATION IN THE PUBLICATION IN ANY WAY TO IMPROVE THE QUALITY OF ANY DATA SOLD OR CONTRIBUTED TO BY YOU TO ANY THIRD PARTY.
FURTHERMORE, YOU MAY NOT USE ANY OF THE TRADEMARKS, TRADE NAMES, SERVICE MARKS, COPYRIGHTS, OR LOGOS OF EMIRATES NBD OR ITS
SUBSIDIARIES IN ANY MANNER WHICH CREATES THE IMPRESSION THAT SUCH ITEMS BELONG TO OR ARE ASSOCIATED WITH YOU OR, EXCEPT AS OTHERWISE
PROVIDED WITH EMIRATES NBD’S PRIOR WRITTEN CONSENT, AND YOU ACKNOWLEDGE THAT YOU HAVE NO OWNERSHIP RIGHTS IN AND TO ANY OF SUCH ITEMS.
MOREOVER YOU AGREE THAT YOUR USE OF THE PUBLICATION IS AT YOUR SOLE RISK AND ACKNOWLEDGE THAT THE PUBLICATION AND ANYTHING CONTAINED
HEREIN, IS PROVIDED "AS IS" AND "AS AVAILABLE," AND THAT EMIRATES NBD MAKES NO WARRANTY OF ANY KIND, EXPRESS OR IMPLIED, AS TO THE
PUBLICATION, INCLUDING, BUT NOT LIMITED TO, MERCHANTABILITY, NON-INFRINGEMENT, TITLE, OR FITNESS FOR A PARTICULAR PURPOSE OR USE. You agree,
at your own expense, to indemnify, defend and hold harmless Emirates NBD, its Suppliers, agents, directors, officers, employees, representatives, successors, and assigns from
and against any and all claims, damages, liabilities, costs, and expenses, including reasonable attorneys’ and experts’ fees, arising out of or in connection with the publication,
including, but not limited to: (i) your use of the data contained in the publication or someone using such data on your behalf; (ii) any deletions, additions, insertions or alterations to,
or any unauthorized use of, the data contained in the publication or (iii) any misrepresentation or breach of an acknowledgement or agreement made as a result of your receiving
the publication.
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