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Abstract 

The Kingdom of Saudi Arabia (KSA) has undergone a transformative economic decade 

(2014–2024), marked by volatile global trade movements, regional geopolitical tensions, and 

the ambitious diversification agenda of Vision 2030. While substantial literature examines 

Saudi investment or trade separately, few studies analyze the investment sector explicitly 

linked to global trade dynamics under persistent regional challenges. This study investigates 

the performance of Saudi Arabia’s trade‑linked investment sector—encompassing foreign 

direct investment (FDI) in logistics, export‑oriented manufacturing, trade finance, and port 

infrastructure—over the past ten years, with particular attention to three regional challenges: 

the Yemen conflict (2015–present), the Qatar blockade (2017–2021), and fluctuating oil 

prices driven by Gulf geopolitical tensions. Using a mixed‑method approach—quantitative 

time‑series analysis of 40 quarterly observations (2014–2024) from the Saudi General 

Authority for Statistics, Saudi Central Bank (SAMA), UNCTAD, and IMF, supplemented by 

12 semi‑structured interviews with investment officers and trade finance managers—we find 

that trade‑linked investment performance exhibits asymmetric resilience. Specifically, non‑

oil trade‑linked FDI (logistics, renewable energy components, petrochemical downstream) 

grew at a compound annual rate of 7.2% despite regional shocks, while oil‑linked foreign 

portfolio investment declined by 3.8% annually. Moreover, the establishment of the Saudi 

Ports Authority (Mawani) and the Special Economic Zones (SEZs) post‑2020 significantly 

moderated the negative impact of regional challenges, with trade‑focused investment inflows 

rebounding within two quarters of geopolitical shocks compared to six quarters before 2020. 

The findings offer actionable insights for policymakers in resource‑dependent economies 

navigating regional instability while pursuing trade‑integrated investment strategies. 
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1. Introduction 

The past decade (2014–2024) has been one of profound turbulence and transformation for 

the Kingdom of Saudi Arabia. Globally, trade movements experienced dramatic swings: the 

2014–2016 oil price collapse, the 2018–2020 US–China trade war, the COVID‑19 supply chain 
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crisis (2020–2021), and the 2022–2023 inflationary shocks following the Russia–Ukraine 

conflict (IMF, 2023). Regionally, Saudi Arabia confronted persistent challenges: the Yemen 

civil war (2015–present) straining border security and regional alliances, the Qatar diplomatic 

blockade (2017–2021) disrupting Gulf Cooperation Council (GCC) trade integration, and 

recurrent tensions in the Strait of Hormuz affecting oil transit (Al‑Rasheed, 2021). 

Domestically, the Kingdom launched Vision 2030 (2016) aimed at diversifying the economy 

away from oil, with investment and trade as twin pillars. 

Yet, despite extensive research on Saudi Arabia’s overall economic performance, a critical 

gap remains: how has the investment sector specifically linked to global trade movements 

performed under these overlapping regional challenges? Most studies treat investment 

aggregates (total FDI, total portfolio flows) or trade aggregates (exports, imports) separately 

(Ramady, 2018; Niblock, 2020). However, trade‑linked investment—capital directed toward 

logistics, export infrastructure, trade finance, and globally integrated manufacturing—has 

distinct dynamics. It responds differently to geopolitical shocks than domestically oriented 

investment, and its performance is a leading indicator of the success of diversification strategies 

(UNCTAD, 2022). 

This study addresses three research questions: 

1. What has been the quantitative performance trajectory of Saudi Arabia’s trade‑linked 

investment sector (2014–2024) in terms of inflows, sectoral composition, and volatility? 

2. How have three specific regional challenges (Yemen conflict, Qatar blockade, oil price‑

geopolitical nexus) affected trade‑linked investment, with what lags and magnitudes? 

3. Which policy interventions (SEZs, port modernization, investment laws) have effectively 

mitigated regional risk, and what lessons emerge for similar economies? 

We answer these questions using a sequential explanatory design: quantitative time‑series 

analysis of 40 quarterly observations (2014–2024) across 12 trade‑linked investment 

indicators, followed by 12 interviews with Saudi investment promotion officers, trade finance 

bankers, and logistics executives to interpret statistical patterns and identify causal mechanisms. 

The findings challenge the narrative of generalized decline. While total FDI into Saudi 

Arabia stagnated (averaging $4.2 billion annually from 2015–2019), trade‑linked non‑oil FDI 

grew robustly, particularly in logistics hubs (Jeddah Islamic Port, King Abdullah Port) and 

renewable energy component assembly. Regional challenges did not deter this growth but 

reshaped its geography: investment redirected from overland GCC routes to maritime Red Sea 

routes post‑Qatar blockade. Moreover, the establishment of SEZs (2023–2024) has shortened 

recovery times from geopolitical shocks. We present a novel “resilience coefficient” for trade‑
linked investment. 

The article proceeds: Section 2 reviews theoretical and contextual literature. Section 3 

describes the regional challenges in detail. Section 4 presents methodology. Section 5 reports 

quantitative and qualitative results, including two charts. Section 6 discusses implications for 

management and commerce. Section 7 concludes. 
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2. Theoretical Background and Context 

2.1 Trade‑Linked Investment: Definition and Importance 

Trade‑linked investment refers to capital flows directed toward sectors that facilitate, enable, 

or directly depend on cross‑border trade. This includes: (a) foreign direct investment (FDI) in 

logistics (ports, warehousing, freight forwarding), (b) FDI in export‑oriented manufacturing 

(petrochemicals downstream, automotive assembly, electronics), (c) portfolio investment in 

traded firms (companies listed on Tadawul with >40% export revenue), and (d) trade finance 

facilities (letters of credit, export credit guarantees) (WTO, 2021). Unlike general investment, 

trade‑linked investment is highly sensitive to trade policy, border infrastructure, and regional 

geopolitical stability. For resource‑dependent economies like Saudi Arabia, trade‑linked 

investment is crucial for diversification because it creates assets that generate foreign exchange 

independent of oil exports (Callen et al., 2016). 

 

2.2 Theoretical Frameworks: Geopolitical Risk and Investment 

Two theoretical lenses inform this study. First, real options theory (Dixit & Pindyck, 1994) 

posits that investment under uncertainty exhibits irreversibility and deferral. Regional 

challenges increase the option value of waiting, reducing immediate investment. However, 

when the host country offers credible risk mitigation (e.g., SEZ legal protections, port security 

guarantees), the threshold for exercising the investment option lowers. Second, institutional 

theory (North, 1990) suggests that investment flows to countries with stable, predictable 

institutions. Regional challenges test institutional resilience. Saudi Arabia’s establishment of 

independent investment tribunals, anti‑corruption mechanisms (e.g., Saudi Oversight and Anti

‑Corruption Authority), and transparent port governance are institutional responses that buffer 

trade‑linked investment. 

 

2.3 Overview of Saudi Trade‑Linked Investment, 2014–2024 

Before 2014, Saudi investment was predominantly oil‑focused: Aramco dominated FDI 

inflows, and trade finance was largely for crude shipments. Vision 2030 (launched April 2016) 

shifted priorities. Key targets included: increasing non‑oil FDI from 3% to 15% of GDP (target 

2030), doubling logistics sector contribution, and establishing five SEZs (King Abdullah 

Economic City, Jazan, Ras Al‑Khair, etc.). By 2023, cumulative non‑oil FDI stock reached 

$218 billion, with logistics and manufacturing accounting for 44% (SAMA, 2024). However, 

these aggregates mask quarterly volatility linked to regional events. 

 

3. Regional Challenges (2014–2024): Description and Expected Impact 

Three regional challenges are analyzed due to their direct proximity and documented 

economic effects. 

 

3.1 Yemen Conflict (March 2015 – Present) 

The Saudi‑led military intervention in Yemen began in March 2015. Immediate effects: 

closure of the Yemeni border, missile attacks on Saudi southern cities (Jazan, Najran), and 

heightened maritime security risks in the Bab el‑Mandeb strait. For trade‑linked investment, 

expected impacts: (a) diversion of investment away from southern logistics hubs, (b) higher 
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insurance premiums for Red Sea shipping, (c) delayed port infrastructure projects in Jazan. 

However, countervailing effect: increased investment in border security technologies and drone 

defense systems (some with export potential). 

 

3.2 Qatar Blockade (June 2017 – January 2021) 

Saudi Arabia, UAE, Bahrain, and Egypt imposed a diplomatic and trade blockade on Qatar, 

closing land, sea, and air routes. For Saudi trade‑linked investment, this meant: (a) disruption 

of GCC‑wide logistics chains (overland trucking via Saudi–Qatar border ceased), (b) 

redirection of trade flows to Oman and Kuwait ports, (c) opportunities for Saudi ports to capture 

transshipment volumes diverted from Hamad Port (Qatar). Expected impact: negative in short 

term (2017–2018), potentially positive after rerouting (2019–2020). 

 

3.3 Oil Price Volatility and Gulf Geopolitics (Multiple Episodes) 

Oil prices collapsed from $115/barrel (June 2014) to $30 (January 2016), then recovered to 

$85 (2018), collapsed again to $20 (April 2020 during COVID), and surged to $120 (June 2022 

after Russia–Ukraine war). Each oil price shock affected Saudi fiscal space for infrastructure 

investment and investor perceptions of stability. Additionally, tanker attacks in the Strait of 

Hormuz (2019) and Saudi oil facility attacks (Abqaiq, September 2019) directly threatened 

trade routes. Expected impact: negative for oil‑linked investment; ambiguous for non‑oil trade

‑linked investment, as some investors see lower oil prices as a diversification imperative. 

 
Table (1) Timeline of Regional Challenges and Key Saudi Policy Responses, 2014–2024 

 

Period / Quarter 
Regional Challenge / 

Event 

Saudi Policy Response 

(Trade-Linked 

Investment Relevant) 

Expected / Observed 

Impact on Trade-Linked 

Investment 

2014 Q2 – 2015 Q1 
Oil price collapse (from 

$115 to $30 per barrel) 

No immediate response; 

fiscal consolidation begins 

Sharp decline in oil-linked 

portfolio investment; trade 

finance liquidity tightens 

2015 Q2 

Saudi-led military 

intervention in Yemen 

begins 

Closure of Yemen land 

border; enhanced security 

at southern ports (Jazan) 

Southern port 

infrastructure investment 

delayed; insurance 

premiums for Red Sea 

shipping rise 

2016 Q1 

Continued Yemen conflict; 

Houthi missile attacks on 

Jazan 

Vision 2030 launched 

(April 2016) – target: 

increase non-oil FDI to 

15% of GDP 

Initial investor uncertainty; 

logistics FDI begins 

gradual pivot to Red Sea 

hubs 

2017 Q3 

Qatar blockade 

begins (June 2017) – Saudi 

closes land border and 

airspace to Qatar 

Redirection of customs and 

port operations to Jubail 

and Dammam ports 

Short-term disruption (–9% 

in logistics FDI for one 

quarter); then rerouting 

benefits (+22% by 2018 

Q2) 

2018 Q2 

Continued blockade; US 

sanctions on Iran (potential 

Gulf spillover) 

Foreign Investment Law 

amended – foreign 

investors allowed 100% 

ownership in retail and 

wholesale 

Inward FDI in trade-related 

services increases 17% 

year-on-year 
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2019 Q3 

Abqaiq oil facility attack 

(September 2019) – 

temporary oil supply shock 

Creation of Saudi Ports 

Authority (Mawani) to 

centralize port governance; 

accelerated Jeddah port 

modernization 

Port infrastructure 

investment rises 31% in 

2020 despite attack, as 

investors perceive stronger 

governance 

2020 Q2 
COVID-19 pandemic; oil 

price crash to $20/barrel 

Fiscal stimulus for logistics 

(SAR 9 billion); digital 

trade finance platform 

accelerated 

Trade-linked investment 

drops 22% in Q2 2020, but 

recovers by Q4 2020 

(fastest recovery to date) 

2021 Q1 

Qatar blockade 

ends (January 2021) – 

GCC Al-Ula declaration 

Borders reopen; but Saudi 

ports maintain expanded 

capacity 

No significant decline – 

rerouting gains sustained; 

container throughput 

remains 18% above 

pre-blockade levels 

2022 Q2 

Russia-Ukraine war; oil 

price surges to $120/barrel; 

global supply chain shifts 

Special Economic Zones 

(SEZs) announced (April 

2022) – five zones with tax 

and customs incentives 

Announcement effect: 

trade-linked FDI inquiries 

increase 140% within six 

months 

2023 Q1 

SEZs 

operational (January 

2023) – King Abdullah 

Economic City, Jazan, Ras 

Al-Khair, etc. 

Implementation of SEZ 

customs regimes (0% duty 

on intermediate goods) 

SEZ-located trade-linked 

investment increases 34% 

in Q1-Q2 2023; recovery 

time from any shock falls 

from 6.2 to 2.3 quarters 

2023 Q4 – 2024 Q4 

Red Sea Houthi attacks 

(October 2023 – ongoing) 

on commercial shipping 

Diversion strategy: 

increased capacity at King 

Abdullah Port; accelerated 

overland corridor to Oman 

Preliminary: 12% decline 

in Red Sea container 

volumes Q1 2024, but 

investment in alternative 

routes (land bridge to 

UAE) increases 

 

4. Methodology 

4.1 Research Design 

We employed a sequential explanatory mixed‑method design: 

- Phase 1 (Quantitative): Time‑series analysis of 40 quarterly observations (Q1 2014 – Q4 

2024) for 12 trade‑linked investment variables. 

- Phase 2 (Qualitative): Semi‑structured interviews (n=12) with Saudi investment officers 

(Ministry of Investment, MISA), trade finance bankers (Saudi National Bank, Al Rajhi), 

logistics executives (Saudi Ports Authority, DP World Jeddah), and two international investors 

(European, Chinese). Interviews explored causal interpretations of statistical patterns. 

 

4.2 Quantitative Data Sources and Variables 

Data were extracted from: 

- Saudi General Authority for Statistics (GASTAT) – quarterly FDI by sector, port cargo 

volumes. 

- Saudi Central Bank (SAMA) – balance of payments, portfolio investment. 

- UNCTAD – global FDI trends for benchmarking. 

- IMF Direction of Trade Statistics – quarterly exports/imports. 

- Saudi Ports Authority (Mawani) – container throughput, vessel calls. 
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Dependent variable (trade‑linked investment performance): Composite index comprising (a) 

quarterly FDI inflows into logistics & storage (SAR million), (b) quarterly FDI inflows into 

export‑oriented manufacturing (petrochemicals downstream, industrial metals, auto parts), (c) 

trade finance facilities extended (letters of credit, SAR million), (d) port infrastructure 

investment (quarterly capital expenditure). Standardized to z‑scores and averaged (α=0.82). 

Independent variables (regional challenges): Three dummy variables: 

- Yemen conflict phase: 1 for quarters post‑March 2015 (with interaction for southern region 

Jazan). 

- Qatar blockade: 1 for quarters Q3 2017 – Q1 2021. 

- Oil price shock: 1 for quarters where real oil price change >20% quarter‑over‑quarter. 

Control variables: Global GDP growth (IMF), Brent crude price (US$/bbl), non‑oil GDP 

growth (Saudi), policy change dummies (e.g., SEZ launch Q1 2023, Foreign Investment Law 

amendment Q2 2018). 

 

4.3 Analytical Method 

We used autoregressive distributed lag (ARDL) models to estimate short‑run and long‑run 

effects, given mixed order of integration. Bounds testing for cointegration (Pesaran et al., 2001). 

Interrupted time‑series analysis for policy interventions. Robustness: Newey‑West standard 

errors for heteroskedasticity and autocorrelation. 

 

4.4 Qualitative Sample and Analysis 

Twelve interviews (45–90 minutes) conducted remotely (Zoom) during February–March 

2025. Purposive sampling: diversity by sector (government, banking, logistics, foreign 

investor) and direct involvement in trade‑linked investment decisions. Thematic analysis 

(Braun & Clarke, 2006) using NVivo 14, with deductive codes from the quantitative findings. 

 

5. Results 

5.1 Quantitative Performance Trajectory (2014–2024) 

Over the ten‑year period, total trade‑linked investment (composite index) increased by 47% 

(from index 100 in Q1 2014 to 147 in Q4 2024). However, this masks three distinct sub‑periods: 

- Period 1 (2014–2016, oil collapse & Yemen onset): Index declined from 100 to 81 (−19%). 

Port infrastructure investment fell 32%; trade finance contracted 28%. 

- Period 2 (2017–2019, Qatar blockade & early Vision 2030): Index recovered to 112 (+38% 

from trough). Logistics FDI surged 55% as Saudi ports captured Qatar‑diverted cargo. 

- Period 3 (2020–2022, COVID & oil price crash, then recovery): Index dipped to 96 in Q2 

2020, then rose to 134 by Q4 2022 (post‑SEZ announcement). 

- Period 4 (2023–2024, SEZ operationalization): Index reached 147, with renewable energy 

logistics and EV supply chain investments leading. 

Compound annual growth rate (CAGR) for non‑oil trade‑linked FDI: +7.2% (p<0.01). Oil

‑linked portfolio investment: −3.8% CAGR (p<0.05). This divergence is statistically 

significant (t=4.32, p<0.001). 
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Fig. (1) Quarterly Trade‑Linked Investment Composite Index (Saudi Arabia, Q1 2014 – Q4 2024). Line 

graph with X-axis = quarters from 2014 to 2024, Y-axis = index (2014 Q1 = 100). Three vertical shaded 

bands indicate regional challenge episodes: (1) 2015‑2016 – Yemen conflict onset & oil collapse, (2) 2017‑
2021 – Qatar blockade, (3) 2020 – COVID shock. A fourth marker shows SEZ launch (2023). The line 

declines 2014‑2016, recovers 2017‑2019, dips 2020, then rises steeply post‑2021. A second dashed line shows 

oil‑linked portfolio investment (declining trend). 

Note: “Trade‑linked investment shows asymmetric resilience: non‑oil components recovered faster after each 

regional shock, while oil‑linked investment declined secularly.” 

 

5.2 Impact of Regional Challenges (ARDL Results) 

 
Table (2) presents ARDL estimates (short‑run coefficients; long‑run elasticities in parentheses) 

 

Regional 

Challenge 

Variable 

Short-run 

Δ trade-linked 

Investment 

Long-run 

Effect 
Significance 

Yemen conflict (dummy) -0.17** -0.31* p<0.05 

Yemen x southern region -0.28*** -0.52** p<0.01 

Qatar blockade (dummy) -0.09 (n.s.) -0.12 (n.s.) p<0.10 

Oil price shock (dummy) -0.23*** -0.41** p<0.01 

Control: SEZ policy (2023) +0.34*** +0.58*** p<0.001 

Control: Global GDP growth +0.11* +0.19* p<0.010 

Note: ARDL(2,1,1,1) selected by AIC; bounds test F=5.87 > critical value (4.45) for cointegration. **p<0.05, 

***p<0.01. n.s. = not significant 

 

Findings: 

- Yemen conflict reduced trade‑linked investment by 17% in the quarter of escalation, with a 

cumulative long‑run reduction of 31%. Southern region investment (Jazan port projects) was 

hit 2.5x harder (−28% immediate). 

- Qatar blockade had no statistically significant net effect (p>0.10). Qualitative interviews 

explain this: the blockade redirected trade, not destroyed it. Saudi ports (Dammam, Jubail) 

increased container handling for imports previously routed via Qatar’s Hamad Port. 

- Oil price shocks reduced trade‑linked investment by 23% in the same quarter, but recovery 

began within two quarters (consistent with real options theory). 
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- SEZ policy (2023) increased trade‑linked investment by 34% within two quarters of 

implementation—the largest positive coefficient, indicating that policy can overcompensate for 

regional risk. 

Recovery speed analysis: Before 2020, investment took average 6.2 quarters to return to pre

‑shock levels after a regional challenge. After 2020 (SEZ announcement and port 

modernization), recovery time shortened to 2.3 quarters (p<0.01). 

 

5.3 Sectoral Winners and Losers 

Disaggregating the composite index reveals clear patterns: 

Winners (positive growth despite challenges): 

- Red Sea logistics hubs (Jeddah Islamic Port: +12% CAGR container throughput) 

- Renewable energy component manufacturing (solar panel assembly: +34% CAGR FDI 2021

‑2024) 

- Petrochemical downstream (exports to Asia via new specialized berths) 

 

Losers (decline): 

- Overland trucking to GCC (down 41% post‑Qatar blockade, partly permanent) 

- Oil‑linked portfolio (Saudi Aramco trading arbitrage funds) 

- Southern region small ports (Jazan, declined 28% before SEZ recovery) 

 

5.4 Qualitative Mechanisms 

Twelve interviews yielded three causal mechanisms that explain quantitative patterns. 

Mechanism 1 – Port diversification as risk mitigation. A logistics executive (DP World Jeddah) 

explained: “After the Yemen missiles hit Jazan, the Ports Authority accelerated the ‘Red Sea 

backbone’ strategy—investing in Jeddah and King Abdullah Port as alternative hubs. Investors 

saw that if one port is threatened, cargo moves north. That reduced the perceived risk.” This 

supports the finding that system‑level redundancy improves resilience. 

Mechanism 2 – SEZ legal frameworks override geopolitical uncertainty. A European investor 

(renewable energy) stated: “We were concerned about the Yemen conflict, but the SEZ contract 

included international arbitration (ICC), currency transfer guarantees, and expedited customs. 

That contract mattered more than the regional headlines.” Quantitatively, SEZ‑located 

investments showed 67% lower sensitivity to oil price shocks (interaction term: p<0.01). 

Mechanism 3 – Trade finance adaptation to blockades. A trade finance banker (Saudi National 

Bank) described: “During the Qatar blockade, we shifted our letter‑of‑credit issuing from Doha 

to Muscat (Oman). Trade volumes didn’t stop; they rerouted. Investors in logistics understood 

this and actually increased commitments because they saw Saudi becoming a regional 

transshipment hub.” This explains the non‑significant net effect of the blockade. 

However, a dissenting view came from a Chinese infrastructure investor: “The Yemen 

conflict delayed our Jazan port expansion by 18 months. No contract clause can replace physical 

security.” This highlights that while policy mitigation works, severe conflict still imposes real 

costs. 
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6. Discussion 

6.1 Theoretical Contributions 

This study advances management and commerce literature in three ways. First, it introduces 

the concept of trade‑linked investment as an analytically distinct category from total 

investment. In resource‑dependent economies, trade‑linked investment is the leading edge of 

diversification. Our finding that non‑oil trade‑linked FDI grew at 7.2% CAGR despite regional 

shocks demonstrates that this category has different drivers (logistics infrastructure, trade 

policy) than oil‑dependent flows. 

Second, we provide empirical nuance to geopolitical risk literature. Contrary to simplified 

“risk deters investment” models, we find that some regional challenges (Qatar blockade) had 

zero net impact on aggregate trade‑linked investment because of rerouting effects. This 

supports recent work on trade diversification as a buffer (Caldara & Iacoviello, 2022). Our 

recovery time analysis (from 6.2 to 2.3 quarters post‑2020) quantifies how institutional reforms 

can shorten disruption. 

Third, we contribute to real options theory by showing that policy interventions (SEZs, port 

governance) lower the investment threshold. The SEZ coefficient (+0.34 short‑run) is larger 

than the negative coefficient of oil price shocks (−0.23), implying that credible policy can 

overcompensate for exogenous regional risk. This extends real options models by specifying 

the institutional conditions under which waiting is reduced. 

 

6.2 Implications for Management and Commerce in Saudi Arabia 

For Saudi policymakers (Ministry of Investment, Ports Authority): 

- Accelerate SEZ expansion: The evidence strongly supports SEZ effectiveness. Priority: 

additional zones in northern regions (to capture overland trade with Iraq and Jordan) and 

dedicated logistics‑tech zones. 

- Monitor regional risk asymmetrically: The Yemen conflict affects southern ports 

disproportionately; targeted security investments (drone defense, redundant road links) are 

more efficient than blanket measures. 

- Deepen trade finance digitization: Interviews revealed that trade finance continuity during 

shocks depends on digital letter‑of‑credit platforms. Expanding the Saudi Trade Finance 

Platform (STFP) to include more corridor countries is recommended. 

For commercial investors (foreign firms, logistics operators): 

- Use SEZ legal protections as a risk hedge: The findings show that SEZ contracts with 

international arbitration clauses reduce the effective risk premium investors demand. Investors 

should prioritize SEZ locations even if they have higher upfront costs. 

- Build redundant logistics routes: The Qatar blockade case shows that reliance on a single trade 

corridor is fragile. Investors in logistics should design for at least two alternative maritime or 

land routes. 

- Monitor recovery time metrics: The shortening of recovery from 6.2 to 2.3 quarters post‑2020 

suggests that Saudi Arabia now has institutional buffers. This should be factored into 

investment risk models (lower discount rates for trade‑linked projects post‑2023). 

For trade finance institutions: 
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- Develop “geopolitical interruption” insurance products. Several interview respondents noted 

that standard political risk insurance covers war but not blockades or sanctions. A specific 

product for GCC trade disruptions would unlock additional investment. 

 

6.3 Comparison with Regional Peers 

Briefly, Saudi’s trade‑linked investment performance compares favorably with regional 

competitors: 

- UAE (Dubai): grew 5.1% CAGR (non‑oil trade‑linked FDI) – lower than Saudi’s 7.2%, 

possibly due to market saturation. 

- Turkey: negative 2.3% CAGR (2014‑2024) due to currency volatility and sanctions. 

- Oman: 3.4% CAGR, but from a smaller base. 

This suggests that Saudi’s combination of large domestic market, Vision 2030 reforms, and 

SEZ incentives provides competitive advantage despite regional challenges. 

 

6.4 Limitations and Future Research 

Five limitations warrant mention. First, our data end in Q4 2024. The post‑October 2023 

Gaza war and Red Sea Houthi attacks (2023–2024) are partially captured (Q4 2023 – Q4 2024), 

but longer‑term effects require future updating. Preliminary data show a 12% decline in Red 

Sea container volumes in Q1 2024, which our model would predict to recover within 2–3 

quarters based on post‑2020 resilience. 

Second, we treat “regional challenges” as exogenous, but investment performance may itself 

influence geopolitical dynamics (e.g., stronger Saudi logistics attract US security 

commitments). Reverse causality is possible; future research could use instrumental variables 

(e.g., global oil supply shocks not driven by Saudi). 

Third, the study focuses on aggregate trade‑linked investment. Firm‑level heterogeneity is 

likely: large multinationals (Maersk, DP World) may be more resilient than small regional 

traders. Future research using firm‑level customs and investment data would enrich findings. 

Fourth, qualitative sample (n=12) is limited; while saturation was reached, broader surveys 

of investor sentiment would complement. 

Fifth, the study does not quantify the opportunity cost of regional challenges. What would 

trade‑linked investment have been without the Yemen conflict? Counterfactual modeling 

(synthetic control) is a promising direction. 

Finally, the findings are specific to Saudi Arabia’s institutional context. Generalization to 

other resource‑dependent economies (Russia, Nigeria, Angola) requires testing, but the 

mechanisms (SEZs, port diversification, trade finance adaptation) are portable. 

 

7. Conclusion and Policy Recommendations 

Over the past ten years, Saudi Arabia’s trade‑linked investment sector has demonstrated 

remarkable asymmetric resilience. Despite the Yemen conflict, Qatar blockade, and extreme 

oil price volatility, non‑oil trade‑linked FDI grew at 7.2% annually—outperforming total FDI 

and oil‑linked flows. Regional challenges did not uniformly deter investment; their impact 

depended on sector (southern ports vs. Red Sea hubs), policy response (SEZs, port 

modernization), and the existence of trade rerouting options. 
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For managers and commerce leaders, the key lesson is that institutional buffers matter more 

than headline risk. Investors who located in SEZs, diversified logistics routes, and adapted trade 

finance instruments continued to see returns even during acute regional tensions. For Saudi 

policymakers, the evidence supports further investment in: (a) SEZ legal frameworks, (b) 

redundant port infrastructure, and (c) digital trade finance platforms. 

As the Kingdom enters the final stretch of Vision 2030 (2025–2030), global trade is 

becoming more fragmented (US–China decoupling, regionalization). Saudi Arabia’s 

experience offers a blueprint: trade‑linked investment can thrive amidst regional challenges 

when backed by credible institutions, infrastructure redundancy, and adaptive trade finance. 

The past ten years have been a stress test—and the investment sector has, by most measures, 

passed. 
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