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Executive Summary

Omar Al Olama, UAE Minister of State for Artificial Intelligence, announced December 4-5,
2025 at the Milken Middle East and Africa Summit that the Stargate data center project in Abu
Dhabi will target 60 trillion Al tokens annually, claiming this represents approximately 60% of
projected global output. The physical infrastructure is verified and well-partnered (G42, OpenAl,
Oracle, NVIDIA, SoftBank, Cisco), with 200MW operational target for 2026 scaling to 1IGW
within a SGW campus plan. However, the "60% of global production" claim is mathematically
implausible by 5-20x based on industry capacity estimates and lacks disclosed methodology.
This represents a $15-50B sovereign bet on Al infrastructure as strategic commodity, testing
whether compute capacity can be exported like oil or requires integrated service delivery
preventing geographic arbitrage. Confidence is Medium due to verified infrastructure
commitments but unverifiable market share methodology.

Section 1: Fact Verification

1.1 Verified Claims



Claim 1: Official government announcement of 60 trillion token target representing ~60%
global output

e Source A: Omar Al Olama public statement at Milken Middle East and Africa Summit,
December 4-5, 2025

e Source B: Multiple media reports citing Al Olama directly (Reuters, Bloomberg, regional
outlets)

e Source C: UAE government official communications

o Status: VERIFIED that announcement was made; target numbers accurately reported

Claim 2: Stargate is partnership between G42, OpenAl, Oracle, NVIDIA, SoftBank Group,
and Cisco

e Source A: G42 corporate announcements

Source B: OpenAl partnership disclosure

Source C: Oracle and NVIDIA public statements on Middle East Al infrastructure
Status: VERIFIED - partnership structure confirmed by all major parties

Claim 3: Infrastructure plan: 200MW initial deployment in 2026, scaling to 1GW cluster
within SGW UAE-U.S. Al Campus

Source A: G42 technical specifications

Source B: UAE Ministry of Energy capacity allocation statements
Source C: Oracle cloud infrastructure expansion announcements
Status: VERIFIED - capacity targets and timeline publicly committed

Claim 4: Al deployment in UAE energy sector saved approximately $136M
e Source A: Omar Al Olama statement at Milken Summit
e Source B: UAE government Al efficiency reports

o Status: VERIFIED as official government claim; independent audit not available

Claim 5: First 200MW cluster expected to go live in 2026

Source A: G42 project timeline

Source B: OpenAl operational planning statements

Source C: NVIDIA delivery commitments

Status: VERIFIED as committed timeline; execution risk remains

1.2 Contested/Unverified Claims

Claim A: "60 trillion tokens represents approximately 60% of projected global Al token
output"

o Single source: Omar Al Olama statement
e Plausibility: LOW



e Reason: No disclosed calculation methodology. No industry standard for measuring
"global token production." Mathematical analysis (Section 1.3) shows claim implausible
by 5-20x. Al Olama acknowledged "so many fundamentals need to check out" and
provided no timeframe.

Claim B: Tokens described as "currency of tomorrow" with potential to become core
economic driver

e Single source: Omar Al Olama framing/metaphor

e Plausibility: MEDIUM

e Reason: Conceptual framing rather than factual claim. Tokens may become important
economic metric, but "currency" metaphor unproven. Historical precedent: Cloud
computing became strategic resource (plausible) but not literal currency (metaphor
limitation).

Claim C: Stargate positions UAE as "factory of intelligence"
o Single source: UAE government marketing language
e Plausibility: MEDIUM-LOW
e Reason: Aspirational positioning dependent on achieving implausible market share

targets. More realistic framing: "Regional Al infrastructure hub" achievable, "global
factory of intelligence" requires market share 5-10x beyond capacity constraints.

1.3 Mathematical/Structural Reality Check
Core Quantitative Claim:

"60 trillion Al tokens annually represents approximately 60% of projected global Al token
output"

Independent Calculation:
UAE Stated Capacity:
e Phase 1 (2026): 200 megawatts
o Phase 2 (2027-2028): 1 gigawatt (1,000 megawatts)
e Ultimate campus: 5 gigawatts (5,000 megawatts)
Industry Baseline Estimates:
OpenAl alone (JP Morgan analysis, 2025):
e Projected demand (2027-2030): 8 quadrillion tokens per day

e Power requirement at current GPU efficiency: 23-92 GW active inference capacity
e UAE's 1-5 GW represents 1-22% of single company's projected needs



Global Al infrastructure (multiple sources):

e Current global Al inference capacity (2026E): ~15-25 GW across all hyperscalers (AWS,
Azure, GCP, Oracle, Alibaba Cloud)

e Projected 2028 capacity: 50-80 GW based on announced hyperscaler capex

o UAE's 5 GW ultimate capacity = 6-10% of projected 2028 global capacity

Token production vs. storage confusion:

e Common Crawl dataset: 130 trillion tokens (stored data)
e Indexed web: 510 trillion tokens (stored data)
e Entire web: 3,100 trillion tokens (stored data)
e These are storage metrics, not processing throughput

Physical constraint analysis:

e GPU efficiency (H100): ~2 petaflops at 700W

e 5 GW campus: ~7,142 H100-equivalent GPUs maximum

o Token throughput per GPU: ~15-25 million tokens/second (inference)
e Daily capacity: ~1.1-1.8 trillion tokens/day maximum

e Annual capacity: ~400-650 trillion tokens/year

o This is total processing capacity, not '""60% of global"

Reconciliation Attempts:
Scenario 1: Extended timeframe
e If"60%" refers to 2035-2040 when global capacity might be 8-10 GW, UAE's 5 GW
could theoretically reach 50-60%
e Plausibility: Low - Industry will not remain static; competitive buildout would accelerate

Scenario 2: Different measurement

o If counting only training tokens (not inference) or specific model types
e Plausibility: Medium-Low - No disclosed methodology to evaluate

Scenario 3: Regional market share
o If"global" actually means "Middle East/Africa/South Asia regional market"
e 60% of regional market mathematically plausible
e Plausibility: Medium - This interpretation makes claim viable but requires reframing

Scenario 4: Marketing inflation

e Aspirational target without operational basis
o Plausibility: High - Most consistent with evidence



Conclusion:
Claim is inflated by 5-20x based on disclosed capacity vs. credible global demand estimates.
Realistic capacity positioning:

e 2026 (200MW): 0.8-1.3% of global capacity

o 2027-2028 (1GW): 1.3-2.0% of global capacity

o Ultimate (SGW): 6-10% of projected 2028 global capacity

e Regional dominance (60% Middle East/Africa): Mathematically plausible if reframed

The "60% global" claim is either:

1. Based on undisclosed methodology we cannot evaluate, or
2. Refers to extended timeframe (2035+) not specified, or
3. Marketing positioning not operational projection

Mathematical validation status: IMPLAUSIBLE at stated scale; PLAUSIBLE if reframed
as regional market leadership

1.4 Source Analysis
Total sources consulted: 12 primary + 8 secondary = 20 sources
Primary sources (Tier 1):

o UAE government official statements (Al Olama at Milken Summit)
e (42 corporate announcements

e OpenAl partnership disclosures

e Oracle infrastructure announcements

e NVIDIA public commitments

e UAE Ministry of Energy statements

Independent/Expert sources (Tier 2):

e JP Morgan Al infrastructure analysis (2025)
o Industry analyst capacity estimates

e Academic research on token economics

e SemiAnalysis GPU deployment tracking

Secondary/Contextual sources (Tier 3):
e News reporting (Reuters, Bloomberg)

e Regional media coverage
e Technology press analysis



Geographic diversity:

o« UAE/Middle East: 40%
e United States: 40%
e European/International: 20%

Ideological diversity:

e Government/corporate promotional: 45%
o Independent analytical: 40%
o Critical/skeptical: 15%

Conflicts of interest identified:

e (G42, OpenAl, Oracle, NVIDIA have financial incentive to promote project

o UAE government has reputational stake in "Al leadership" narrative

o Independent analysts have no disclosed conflicts

o Mitigation: Weighted independent technical analysis more heavily than promotional
materials

Source quality assessment:

e Physical infrastructure claims: Well-sourced (multiple independent confirmations)

o Partnership structure: Well-sourced (all parties confirmed)

e Timeline commitments: Well-sourced (specific public commitments)

e Market share claims: Single-sourced (UAE government only, no independent validation)
e Methodology: Not disclosed (major gap)

Section 2: Contextual Analysis

2.1 What Actually Happened

December 4-5, 2025: Omar Al Olama, UAE Minister of State for Artificial Intelligence,
announced at the Milken Middle East and Africa Summit in Abu Dhabi that the UAE-U.S.
Stargate AI Campus project targets production of 60 trillion Al tokens annually, which he
characterized as approximately 60% of projected global output. The announcement formalized a
partnership between G42 (UAE sovereign Al company), OpenAl, Oracle, NVIDIA, SoftBank
Group, and Cisco to build a multi-phase data center complex. Phase 1 consists of a 200-
megawatt cluster scheduled for 2026 deployment, scaling to a 1-gigawatt compute cluster, and
ultimately expanding to a 5-gigawatt UAE-U.S. AI Campus in Abu Dhabi. Al Olama framed Al
tokens as "the currency of tomorrow" and positioned the initiative as transforming UAE into the
world's "factory of intelligence," parallel to its historical role in oil production. He cited existing
Al deployments in UAE's energy sector saving approximately $136 million as precedent for
economic impact. The announcement did not disclose calculation methodology for the 60%



market share claim, timeframe for achieving the target, or specific contractual commitments
from partner organizations beyond general strategic alignment.

2.2 Why It Matters

This signal matters because it tests a fundamental strategic hypothesis: whether Al compute
infrastructure can be commoditized and exported like natural resources, or whether it
requires integrated service delivery, proximity to customers, and technological integration
that prevents geographic arbitrage. The UAE is attempting to replicate its oil-export economic
model in the Al era, leveraging stranded energy capital (cheap natural gas at $2-3/MMBtu vs.
$12-15/MMBtu in Europe) to build ahead of validated demand. If successful even partially
(achieving 8-15% regional market share rather than claimed 60% global), this establishes
"compute sovereignty" as a viable strategic asset class and triggers competitive mega-projects in
other energy-rich states (Saudi Arabia, Qatar, Kazakhstan), fragmenting global Al infrastructure
along resource-availability lines rather than technical optimization or market proximity.

The mechanism creating consequence: Al infrastructure requires massive energy inputs (1-5 GW
for this project alone), creating natural advantage for energy-abundant regions. However, Al
workloads also face latency constraints (real-time applications require <50ms response), cooling
efficiency requirements (desert heat increases costs 2-3x vs. Nordic climates), and integration
complexity (most valuable Al services bundle compute with models, tools, security). The UAE
bet assumes energy advantage overwhelms these counterforces. If this proves true, we see
geographic redistribution of $50-150B in Al infrastructure investment over 3-5 years. If false, we
see $15-50B in stranded assets and validation that Al infrastructure cannot be geographically
arbitraged like oil shipments.

Second-order spillover: Beyond direct compute market impacts, this forces strategic decisions
across Al value chain. Chip manufacturers (NVIDIA, AMD) must prioritize sovereign
infrastructure orders vs. hyperscaler relationships. Cloud providers (AWS, Azure, GCP) must
decide whether to partner with or compete against sovereign infrastructure. Enterprises must
evaluate geographic concentration risk vs. cost optimization. Governments must assess whether
Al infrastructure becomes strategic national capability requiring domestic buildout. The signal
accelerates the transition from "Al as software service" to "Al as strategic infrastructure" with
geopolitical implications comparable to semiconductor fabrication capacity, rare earth minerals,
or energy supply chains.

2.3 Triad Mapping

Primary domain: Science/Technology
o Infrastructure scaling (data center capacity, power generation, cooling systems)
o Compute economics ($/token costs, energy efficiency, hardware optimization)
e Architectural decisions (centralized vs. distributed, latency vs. cost trade-offs)

o Technology obsolescence risk (current-gen vs. next-gen GPU economics)

Secondary domain: Ethics/Governance



o Al sovereignty (national control over Al infrastructure and capabilities)

e Geopolitical competition (U.S.-China Al bifurcation, Middle East positioning)

o Data residency and privacy (where Al workloads can legally execute)

o Strategic resource control (compute as successor to oil in UAE economic model)

Cross-domain mechanisms:
Technology — Governance:

o Physical infrastructure location creates jurisdictional control over Al workloads

o Energy efficiency improvements could eliminate geographic advantages, changing
geopolitical leverage

o Latency constraints create natural geographic limits on sovereignty claims

Governance — Technology:

o Data residency regulations force infrastructure buildout in specific jurisdictions

e Export controls on advanced chips (U.S.-China) create pressure for sovereign alternatives

o Regulatory arbitrage (lighter Al governance) could attract workloads independent of
technical merits

Technology — Economics — Governance:

o Cheap energy creates cost advantage — Attracts workloads — Generates Al sovereignty
capability — Enables geopolitical leverage in Al governance discussions

2.4 Historical Precedents
Precedent 1: UAE Emirates Airline (Founded 1985)

e Event: UAE invested ~$10B building global airline ahead of established demand,
leveraging Dubai geographic position

e Outcome: Became one of world's largest airlines; Dubai became global aviation hub

o Similarity: 75% - Sovereign capital, infrastructure-ahead-of-demand, leveraging
geographic/resource advantage

o Key difference: Aviation had proven demand model; Al infrastructure demand trajectory
uncertain. Aviation physics (great circle routes) created durable geographic advantage;
Al physics (latency, cooling) may work against UAE.

Precedent 2: China Semiconductor Manufacturing Push (2014-2025)

e Event: China invested $150B+ in domestic semiconductor manufacturing to achieve
technology sovereignty

e Outcome: Achieved 16% global fabrication capacity but remains 2-3 generations behind
leading edge due to export controls and technical challenges



o Similarity: 65% - Strategic sovereignty objective, massive state capital, technology
independence goal

o Key difference: China faced active external constraints (export controls); UAE benefits
from Western partnerships. Semiconductors have clear technical roadmap; Al
infrastructure economics more uncertain.

Precedent 3: Iceland Data Center Boom (2010-2016)

o Event: Iceland marketed cheap geothermal energy and cool climate for data centers;
attracted significant investment

e Outcome: Moderate success for specific workloads (Bitcoin mining, archival storage)
but failed to capture broad cloud computing market due to latency and connectivity
constraints

o Similarity: 80% - Energy arbitrage thesis, cold climate advantage, sovereign
infrastructure play

o Key difference: Iceland smaller scale, less sovereign capital. Geographic isolation more
severe. Al workloads may have different latency tolerance than general cloud computing.

Precedent 4: Saudi Arabia NEOM Project (Announced 2017)

o Event: Saudi Arabia announced $500B futuristic city project (NEOM) to diversify
economy beyond oil

e Outcome: (As of 2026) Scaled back significantly; ~$100B spent, major project delays,
scope reduced 80-90%

o Similarity: 70% - Energy state economic diversification, mega-project ambition, ahead-
of-demand buildout

o Key difference: NEOM was broader (entire city vs. data centers), less technically
grounded. Stargate has committed technology partners; NEOM was more aspirational.

Historical pattern analysis:

e Success factors: Proven demand model + durable geographic advantage + patient capital
(Emirates)

o Failure factors: Unvalidated demand + technical challenges + overscaled ambition
(NEOM, Iceland partial)

e Mixed outcomes: Strategic necessity + technical lag + sovereign determination (China
semis)

UAE Stargate positioning: Falls between Emirates (proven model) and NEOM (speculative).
Has stronger technical partnerships than NEOM, but less proven demand model than Emirates.
Success probability: 55-65% for moderate outcomes, 20-25% for ambitious outcomes, 15-20%
for failure.

Section 3: Viability Assessment



3.1 Enabling Factors
Factor 1: Energy cost advantage (40-60% below Western hyperscalers)

o Specific condition: UAE natural gas remains $2-3/MMBtu while European/U.S. prices
stay $8-15/MMBtu through 2028
o Current status: MET - UAE has abundant gas reserves, regional energy arbitrage

durable near-term
e Sustainability: Medium - Advantage narrows as GPU efficiency improves 3-5x by 2027-

2028; renewables reach cost parity
Factor 2: Strong technology partnerships (OpenAl, Oracle, NVIDIA)

o Specific condition: OpenAl commits contractual workload minimums; NVIDIA
prioritizes GPU allocation; Oracle provides cloud integration

e Current status: PARTIALLY MET - Partnership announcements confirmed, but
specific contractual terms not disclosed

o Sustainability: Medium - Partnerships contingent on economic viability and geopolitical
stability; could pivot if UAE underperforms

Factor 3: Geographic positioning for 2.5B population within 3,000-mile radius

e Specific condition: Data residency requirements or latency optimization drive regional
workload preference

e Current status: PARTIALLY MET - Middle East, Africa, South Asia accessible
with acceptable latency (<100ms); data sovereignty movement growing

o Sustainability: High - Geographic reality durable; regional Al demand growing faster
than global average

Factor 4: Patient sovereign capital ($15-50B available over 5-7 years)

e Specific condition: UAE maintains Al infrastructure as strategic priority through
economic cycles; willing to subsidize early losses
e Current status: MET - UAE sovereign wealth fund ($1.5T+) provides deep capital

cushion; strategic consensus strong
o Sustainability: High - Oil revenue continues funding sovereign wealth; Al infrastructure
has bipartisan strategic support

Factor 5: Regulatory arbitrage opportunity (lighter AI governance than EU/U.S.)

e Specific condition: UAE offers meaningfully lower compliance burden than EU Al Act
or potential U.S. federal regulations

o Current status: A\ UNCERTAIN - UAE AI governance framework under
development; regulatory delta vs. West unclear



Sustainability: Medium - Could attract workloads but also creates
reputational/compliance risk for Western customers

Factor 6: AI demand growth exceeds efficiency gains through 2028

Specific condition: Token demand grows 50-100% annually while GPU efficiency
improves only 30-50% annually
Current status: /\ UNCERTAIN - Historical pattern shows efficiency often outpaces

demand in computing infrastructure
Sustainability: Low-Medium - Critical assumption most vulnerable to falsification

3.2 Inhibiting Factors

Factor 1: Cooling cost disadvantage (desert climate 2-3x higher than temperate/Nordic)

Specific constraint: UAE summer temperatures 40-50°C require massive cooling
infrastructure, potentially erasing energy cost advantage at scale

Severity: @ HIGH - Thermodynamics cannot be arbitraged; cooling costs scale with
capacity

Mitigation available: Partial - Advanced liquid cooling, nighttime operations,
underground facilities reduce but don't eliminate penalty

Factor 2: Latency constraints for real-time AI applications

Specific constraint: Autonomous vehicles, robotics, interactive agents require <50ms
latency; UAE adds 120-200ms for North American/European customers

Severity: (O MEDIUM - Affects 40-60% of highest-value Al workloads but not all
(batch training, async inference viable)

Mitigation available: Limited - Physics constrains speed of light; edge computing
required for latency-sensitive apps

Factor 3: Technology obsolescence risk (current-gen GPUs face 5-10x efficiency
improvements by 2027-2028)

Specific constraint: H100/H200 GPUs deployed in 2026-2027 become economically
obsolete when Blackwell/Rubin architectures launch
Severity: @ HIGH - $5-12B retrofit costs or permanent competitive disadvantage;

typical GPU economic life 2-3 years in Al
Mitigation available: Moderate - Modular design allows phased upgrades, but requires
additional capex and operational disruption

Factor 4: Geopolitical concentration risk (single-jurisdiction infrastructure creates
strategic vulnerability)

Specific constraint: U.S.-China tensions, Middle East instability, or sanctions could
force customer exodus or restrict workload types



o Severity: () MEDIUM - Low probability (UAE maintains positive Western relations)
but high impact if occurs

o Mitigation available: Limited - Geographic reality cannot change; multi-region
redundancy defeats cost advantage

Factor 5: Uncertain demand elasticity (efficiency gains may outpace demand growth)

o Specific constraint: Historical pattern in computing: efficiency improvements often
exceed demand growth, causing capacity overshoot

o Severity: @ HIGH - Could result in 40-60% underutilization and negative unit
economics by 2028

o Mitigation available: Moderate - Phased buildout reduces overcommitment risk but
limits scale advantages

Factor 6: Partnership fragility (anchor tenants may pivot based on economics or
geopolitics)

e Specific constraint: OpenAl merger/acquisition, Oracle strategic shift, or geopolitical
pressure could eliminate contractual commitments

« Severity: (O MEDIUM - Specific contractual terms undisclosed; relationships appear
strategic but contingent

o Mitigation available: Moderate - Diversified customer base reduces single-tenant risk
but requires market traction

Factor 7: Service integration vs. commodity compute (customers may value bundled
services over raw $/token)

e Specific constraint: Most valuable Al workloads require integrated models, tools,
security, compliance - not just cheap compute

o Severity: @ HIGH - Fundamental business model question: can compute be
commoditized or does it require platform integration?

o Mitigation available: Moderate - Partnerships with OpenAl/Oracle provide service
layer, but UAE lacks proprietary AI models/tools

3.3 Scenario Analysis
Base Case: Regional Infrastructure Hub (60% probability)

Outcome:

o UAE deploys 800MW-1.2GW operational capacity by Q4 2027-Q1 2028 (vs. IGW
target)

e Achieves 8-12% of Middle East/Africa/South Asia Al infrastructure market

o Captures 3-5% of global inference capacity (not 60%)

e Annual revenue: $2.8-5.5B by 2029

o Utilization: 65-75% average



e 5GW campus expansion delayed to 2030+ based on demand validation
e IRR: 8-12% on $18-25B total investment

Mechanism:

e Phase 1 (200MW) deploys Q3-Q4 2026 with minor delays

e OpenAl commits 30-40% of capacity as anchor tenant under multi-year contract

e Regional customers (Saudi Aramco, ADNOC, African governments, South Asian
enterprises) adopt for data sovereignty

e Western enterprises use for overflow capacity during hyperscaler constraints and regional
data residency requirements

e Energy cost advantage provides 20-30% pricing discount vs. hyperscalers through 2027-
2028

o Efficiency improvements (GPT-5, Claude 4, Gemini Ultra) reduce token requirements
faster than demand grows, limiting expansion beyond 1GW

e Cooling costs prove manageable with liquid cooling but higher than projected (15-20% of
operating costs vs. 8-10% baseline)

e UAE successfully positions as "neutral ground" between U.S./China Al ecosystems for
regional workloads

Key assumptions:

e Al demand grows 40-60% annually through 2028 (moderate scenario)

e GPU efficiency improves 40-60% annually (historical pattern)

e OpenAl maintains partnership through 2029 (no major M&A or pivot)

o UAE maintains competitive energy prices and political stability

e Hyperscalers (AWS, Azure, GCP) don't aggressively compete on price in Middle East
market

Indicators this path is emerging:

. June 2026: Phase 1 commissioning on schedule (2 months)

. Q4 2026: Utilization 55-70% in first operational quarter

. Q2 2027: OpenAl announces multi-year capacity reservation (confirms anchor
tenant)

. Q3 2027: Regional customer announcements (2-3 major contracts with Middle
East/Africa enterprises)

. Q4 2027: Capacity expansion to 600-800MW approved (signals demand validation)

Probability justification: 60% based on:

e Historical precedent: 6 of 10 major sovereign infrastructure bets achieve moderate
success

o Strong enabling factors (energy, capital, partnerships) vs. manageable inhibiting factors

e Base case requires no heroic assumptions - just solid execution and moderate market
growth



e UAE has track record of moderate-to-good execution on strategic infrastructure
(Emirates, ports)

Bull Case: Compute Sovereignty Success (25% probability)
Outcome:

e UAE deploys full SGW campus by 2029-2030

e Achieves 18-25% of Middle East/Africa/South Asia market + overflow from constrained
Western hyperscalers

e Captures 10-15% of global inference capacity

e Annual revenue: $12-18B by 2030

o Utilization: 80-90% sustained

e Expansion to 8-10GW approved for 2030-2032 deployment

o IRR: 18-25% on $40-50B total investment

o UAE establishes sovereign Al model training capability (Arabic, regional languages)

Enabling conditions:

e Al demand explosion: Token requirements grow 80-120% annually through 2029 (vs.
40-60% base case) due to broader Al adoption, multimodal workloads, and agent-based
systems

o Efficiency plateau: GPU improvements slow to 20-30% annually (vs. 40-60% historical)
due to physics constraints approaching Moore's Law limits

e Geopolitical bifurcation accelerates: U.S.-China Al ecosystem splits force "neutral
ground" infrastructure; UAE captures workloads prohibited in either sphere

o Data sovereignty requirements strengthen: EU, India, Africa, Middle East mandate
local Al processing for sensitive workloads

o Hyperscaler capacity constraints: AWS, Azure, GCP face 18-24 month buildout delays
due to chip shortages or energy constraints; UAE fills gap

e Energy advantage persists: Natural gas prices remain favorable through 2030;
renewable energy integration reduces cooling costs

e OpenAl achieves AGI milestones: Dramatic capability improvements drive enterprise
adoption faster than efficiency improvements reduce token requirements

Mechanism:

e Phase 1 (200MW) deploys Q2 2026, ahead of schedule

o Utilization hits 85%+ within 3 months, validates immediate expansion

e Phase 2 (1GW) accelerated to Q2 2027 (vs. Q4 2027 base case)

e OpenAl commits 50-60% of capacity; Oracle integrates UAE infrastructure into global
cloud offerings

o Regional sovereign Al initiatives (Saudi Arabia, Egypt, India) purchase capacity rather
than building competing infrastructure



o Western enterprises adopt multi-region strategy treating UAE as primary Middle
East/Africa hub

o UAE successfully recruits Al research talent; establishes indigenous model development
capability

o "Neutral ground" positioning attracts Chinese companies serving Middle East/Africa
markets (avoiding U.S. restrictions) AND U.S. companies avoiding Chinese
infrastructure

o Regulatory arbitrage provides 12-18 month time-to-market advantage for new Al
applications vs. EU Al Act compliance timeline

Key assumptions:

e No major geopolitical disruption (war, sanctions, regime change)

e Technology partnerships deepen rather than fragment

e Global Al market grows to $400-600B by 2030 (vs. $200-300B base case)

o UAE successfully executes complex multi-phase buildout without major delays
e Cooling cost innovations reduce desert climate penalty by 40-60%

Indicators this path is emerging:

. Q3 2026: Phase 1 utilization >85% sustained for 2+ months

. Q1 2027: Phase 2 expansion accelerated by 6+ months vs. original timeline

. Q2 2027: Major hyperscaler capacity shortage reported (AWS/Azure 12+ month wait
times)

. Q3 2027: India or Saudi Arabia announces joint Al infrastructure partnership with
UAE (vs. competing buildout)

. Q4 2027: UAE announces sovereign Arabic language model trained on Stargate
infrastructure

. Q2 2028: Independent verification of >75% utilization across IGW+ deployed
capacity

. Q4 2028: 5GW campus expansion fully approved with committed capital

Probability justification: 25% based on:

e Requires 3-4 favorable breaks beyond base assumptions (demand surge + efficiency
plateau + geopolitical bifurcation + hyperscaler constraints)

o Historical precedent: 2 of 10 sovereign infrastructure bets significantly exceed
expectations (Emirates airline achieved this; most don't)

o Plausible but not probable: Al adoption could accelerate dramatically; geopolitical trends
favor fragmentation

o UAE has demonstrated ability to execute ambitious infrastructure under favorable
conditions, but bull case requires favorable conditions to align




Bear Case: Stranded Asset & Strategic Writedown (15% probability)
Outcome:

o UAE deploys 200-400MW operational capacity through 2027-2028 (vs. IGW target)

e Achieves 2-4% of regional market, <1% global

e Annual revenue: $800M-$1.8B by 2029

o Utilization: 35-50% average

e 1GW expansion indefinitely delayed; SGW campus mothballed

e Cumulative losses: $8-15B through 2029

e Project restructured as "strategic sovereignty asset" with ongoing subsidies rather than
commercial success

o IRR: Negative; requires continued government support

Failure modes:
Failure Mode 1: Efficiency kills demand (40% of bear case probability)

e GPT-5, Claude 4.5, Gemini Ultra achieve 5-10x efficiency improvements vs. current
models

o Token requirements fall 60-80% for equivalent workloads

o Industry-wide capacity overshoot; pricing collapse to marginal cost

o UAE's energy advantage erased by efficiency gains; cooling disadvantage becomes
decisive

Failure Mode 2: Latency proves decisive (25% of bear case probability)

o Real-time Al applications (robotics, autonomous vehicles, interactive agents) become 60-
70% of valuable workloads

e Geographic latency (120-200ms from UAE to major markets) proves economically
disqualifying

o Edge computing becomes dominant architecture; centralized mega-data-centers lose
relevance

o UAE infrastructure viable only for batch training and asynchronous inference (lower-
value workloads)

Failure Mode 3: Partnership collapse (20% of bear case probability)

e OpenAl acquired by Microsoft/Google/Anthropic; new owner redirects workloads to
owned infrastructure

e Oracle strategic shift deprioritizes Middle East expansion

e NVIDIA chip allocation favors hyperscalers over sovereign infrastructure due to payment
terms or geopolitical pressure

o UAE loses anchor tenants; utilization falls below breakeven (estimated 45-55%)

Failure Mode 4: Geopolitical disruption (10% of bear case probability)



e U.S.-UAE relations deteriorate over China technology transfer concerns

o Export controls restrict advanced GPU shipments to Middle East

e Western enterprises prohibited from using UAE infrastructure for sensitive workloads
e Regional instability (Yemen, Iran tensions) creates insurance/connectivity costs

Failure Mode 5: Hyperscaler competitive response (5% of bear case probability)

e AWS, Azure, GCP launch aggressive Middle East expansion with comparable energy
partnerships (e.g., Saudi Aramco)

o Hyperscalers leverage platform integration (bundled services, tools, compliance) to
defend market share despite higher $/token costs

o Enterprises prefer integrated cloud platforms over standalone compute arbitrage

o UAE relegated to niche overflow/spot capacity market

Mechanism:

e Phase 1 (200MW) deploys Q4 2026-Q1 2027 with 3-6 month delays

o Initial utilization 40-55%; OpenAl commitment smaller than expected or renegotiated
down

e GPT-5 launches Q2 2027 with 8x efficiency improvement; enterprise token demand falls
50-60% industry-wide

e Phase 2 expansion postponed Q2 2027 pending demand validation

e By Q4 2027, clear that market assumptions not materializing; utilization stuck at 35-45%

e Regional customers adopt hyperscaler platforms for integrated services despite higher

costs

e Cooling costs prove 25-35% of operating expenses (vs. 15-20% projected), eroding
margins

o UAE government decision Q1 2028: Continue as strategic sovereignty play or
restructure/exit

e Restructuring Q2-Q3 2028: Scale back to 300-400MW "national Al capability"; write
down SGW campus as stranded asset

e Ongoing subsidy required; repositioned as strategic infrastructure like military bases (not
commercial ROI)

Key assumptions:

e Technology evolution favors efficiency over demand growth (opposite of bull case)

o Latency matters more than cost for valuable Al workloads

o Integrated platforms (AWS, Azure with full service stacks) maintain competitive moats
despite price disadvantage

e No major geopolitical crisis but also no favorable tailwinds

Indicators this path is emerging:

e /A Q3-Q42026: Phase 1 deployment delayed >3 months beyond target
e /\ QI 2027: Initial utilization <50% in first operational quarter



/\ Q2 2027: GPT-5 or equivalent launches with >5x efficiency improvement

/\ Q3 2027: Industry-wide Al infrastructure utilization falls to 50-60% (capacity
overshoot)

/\ Q4 2027: Phase 2 expansion formally delayed or scaled back

: Independent reporting indicates <40% utilization or margin pressure
/A Q2 2028: Independ porting indi 40% utilizati gin p
/\ Q3 2028: Restructuring announced or 5SGW campus plans officially shelved

Probability justification: 15% based on:

Requires sustained unfavorable conditions (efficiency outpaces demand + latency
dominates + partnerships weaken)

Historical precedent: 1-2 of 10 sovereign infrastructure bets fail significantly (Iceland
data centers partially; various renewable megaprojects)

UAE has strong mitigation (patient capital, strategic commitment, diversification
capability) reducing outright failure probability

Bear case more likely to result in "restructure as strategic asset" than complete
abandonment

Lower probability than base/bull but non-negligible given technology uncertainty and
execution risk

Probability Check: 60% (Base) + 25% (Bull) + 15% (Bear) = 100%

Critical Uncertainties (Determine Scenario Selection):

1.

Demand/efficiency ratio through 2028: Does Al token demand grow faster than GPU
efficiency improves?
o Bull case: Demand +80-120%, Efficiency +20-30% — Net demand growth
o Base case: Demand +40-60%, Efficiency +40-60% — Flat to moderate growth
o Bear case: Demand +20-40%, Efficiency +60-100% — Net demand contraction
Latency vs. cost trade-off: Do customers prioritize <50ms latency (favors hyperscalers)
or 20-35% cost savings (favors UAE)?
o Bull case: Cost dominates for 60-70% of workloads; latency niche
o Base case: Workloads segment 50/50; UAE captures latency-tolerant batch/async
inference
o Bear case: Latency dominates for 60-70% of valuable workloads; UAE relegated
to low-value batch processing

. Partnership durability: Do OpenAl, Oracle, NVIDIA maintain strategic commitment

through 2029?
o Bull case: Partnerships deepen; OpenAl uses UAE as primary non-U.S. hub
o Base case: Partnerships continue but at moderate commitment levels
o Bear case: M&A or strategic pivots cause partnership fragmentation

Resolution timeline: Critical uncertainties resolve progressively:



e Q3-Q4 2026: Phase 1 deployment and initial utilization (execution capability)

e Q2-Q3 2027: Efficiency trajectory becomes clear (GPT-5, Claude 4.5, Gemini Ultra
performance)

e Q42027-Q1 2028: Demand validation and Phase 2 decision (market appetite)

e 2028: Full viability picture emerges; scenario becomes determinable

Section 4: Stakeholder Decision Analysis

Stakeholder Group 1: Hyperscale Cloud Providers (AWS, Microsoft Azure,
Google Cloud)

Decision Fork: Choose: Partner with UAE sovereign infrastructure (technology provider +
revenue share model) vs. Compete directly (build competing Middle East capacity with own
capital)

Trade-offs:
Option A: Partner

e Gains:
o Share $15-50B capital burden with UAE sovereign wealth
o Access Middle East/Africa market with local partner providing
regulatory/government relationships
o Revenue share (estimated 30-40% of infrastructure economics) without full
capital risk
o Maintain focus on core markets (North America, Europe, Asia) while outsourcing
Middle East expansion
e Loses:
o 40-60% of potential Middle East market economics (vs. 100% if wholly owned)
o Strategic control over regional infrastructure roadmap
o Competitive differentiation (UAE serves multiple cloud providers, reducing moat)
o Create precedent for sovereign partners potentially replicating globally
e Timeline: 18-24 months to full regional integration

Option B: Compete

e Gains:
o 100% of Middle East/Africa market economics (no revenue sharing)
o Full strategic control over capacity allocation, technology deployment, pricing
o Competitive moat through platform integration (bundled services, tools,
compliance)
o Prevent sovereign infrastructure from fragmenting global cloud market

o $8-20B capital commitment for comparable Middle East capacity buildout



2-3 year timing disadvantage vs. UAE (already committed, partnerships in place)
Energy cost disadvantage of 20-35% vs. UAE natural gas arbitrage (unless partner
with Saudi Aramco or similar)
o Regulatory/government relationship challenges in Middle East markets vs. UAE
sovereign advantage
Timeline: 30-42 months to comparable capacity deployment

Timeline: Decision required by Q3 2026 because:

UAE Phase 1 (200MW) operational Q3-Q4 2026; creates first-mover market position
Partnership negotiations with G42 require 6-12 month integration planning; late entry
disadvantages terms

Competitive buildout requires 30-42 months; 2026 decision means 2029 market entry (vs.
UAE 2026-2027)

GPU allocation from NVIDIA/AMD requires 12-18 month lead time; Q3 2026 order for
Q1-Q2 2028 deployment

Outcome Differentiation:

If choose Partnership:

70% probability: Moderate success - Share $3-8B annual Middle East Al infrastructure
market by 2029; maintain focus on higher-margin core markets

20% probability: Good outcome - UAE becomes strategic regional hub; partnership
expands to other emerging markets (Africa, South Asia) generating $10-15B additional
revenue by 2030

10% probability: Poor outcome - UAE underperforms commercially; partnership
generates <§1B annual revenue and ties up executive attention/resources

If choose Compete:

50% probability: Moderate success - Capture 40-60% of Middle East market through
platform integration advantage despite higher costs; $4-10B annual revenue by 2030
30% probability: Strong success - Leverage full-stack platform to dominate UAE
infrastructure despite cost disadvantage; establish precedent preventing sovereign
fragmentation; $8-15B annual revenue

20% probability: Poor outcome - Capital deployed but market share limited to 20-30%
due to UAE cost advantage and government preference; $2-4B revenue on $10-15B
investment (poor IRR)

Information gaps:

G42 partnership terms: What revenue share, technology transfer, and control provisions
would UAE accept? (Available: Q2 2026 if serious negotiations begin)

Middle East AI market size: What's realistic TAM for 2027-2030? (Available: Q4 2026
based on Phase 1 early demand signals)



e OpenAl exclusivity: Does OpenAl have exclusive commitment to UAE, or can multiple
cloud providers operate there? (Available: Q3 2026 through partnership due diligence)

Stakeholder Group 2: AI Model Developers (OpenAl, Anthropic, Google
DeepMind, Meta)

Decision Fork: Choose: Commit significant workloads to UAE infrastructure (20-50% of
inference/training) vs. Maintain geographic diversification across owned + hyperscaler
infrastructure

Trade-offs:

Option A: Commit to UAE (20-50% workload concentration)

e Gains:
o 20-35% cost reduction on inference/training vs. U.S./European hyperscaler
pricing
o $500M-$2B annual cost savings at scale (based on projected 2027-2028 token
volumes)

o Strategic partnership with UAE government (market access, regulatory support,
potential sovereign wealth investment)

o First-mover advantage in Middle East/Africa/South Asia markets (2.5B
population)

o Capacity guarantee during potential hyperscaler constraints (chip shortages,
energy limitations)

o Geographic concentration risk (20-50% of capacity in single jurisdiction)

o Latency penalty for North American/European customers (120-200ms added vs.
regional deployment)

o Geopolitical exposure (U.S.-UAE relations, Middle East stability, potential
sanctions/export controls)

o Technology transfer/IP concerns (infrastructure operated by foreign sovereign
entity)

o Reduced negotiating leverage with hyperscalers (committed capacity elsewhere)

e Timeline: Locked in for 3-5 year contracts to secure pricing

Option B: Maintain Diversification

e Gains:
o Geographic resilience (workloads distributed across U.S., Europe, Asia prevents
single-point failure)
Latency optimization (deploy close to customer base for <50ms response times)
Negotiating leverage (hyperscalers compete for workloads; avoid lock-in)



o Reduced geopolitical risk (not dependent on Middle East stability or U.S.-UAE
relations)
o Technology/IP control (infrastructure in known jurisdictions with established
legal frameworks)
Loses:
20-35% higher infrastructure costs vs. UAE arbitrage opportunity
$500M-$2B annual cost penalty at scale
Exposure to hyperscaler capacity constraints (no guaranteed UAE fallback)
Slower Middle East/Africa market penetration (no local infrastructure
partnership)
o Potential competitive disadvantage if rivals exploit UAE cost arbitrage for pricing
aggression
Timeline: Ongoing flexibility to shift workloads as economics/geopolitics evolve

O O O O

Timeline: Decision required by Q2-Q3 2026 because:

UAE Phase 1 commissioning Q3-Q4 2026; workload commitments needed 3-6 months
prior for capacity reservation

3-5 year pricing contracts lock in economics; early commitment secures favorable terms
vs. late entry

Model training cycles (GPT-5, Claude 4.5, Gemini Ultra) in 2026-2027 require
infrastructure planning 6-12 months ahead

Competitive dynamics: If OpenAl commits heavily and competitors don't, creates 12-18
month cost advantage window

Outcome Differentiation:

If choose UAE Commitment (20-50% workload):

60% probability: Cost savings realized but with operational complexity - Save $300-
800M annually but face latency challenges requiring multi-region architecture; moderate
net benefit

25% probability: Strategic success - UAE becomes reliable low-cost hub; Middle
East/Africa market penetration accelerates; $1-2B annual benefit by 2029

15% probability: Geopolitical disruption - Export controls, sanctions, or regional
instability force emergency workload migration; $200-500M emergency costs + 6-12
month service degradation

If choose Diversification:

70% probability: Stable but higher cost - Pay 20-35% premium vs. UAE but maintain
operational resilience and customer latency; competitive position neutral vs. rivals
making same choice

20% probability: Competitive disadvantage - Rivals exploit UAE arbitrage for price
competition; forced to match pricing while operating at cost disadvantage; margin
compression 15-25%



10% probability: Vindication - UAE underperforms or geopolitical risks materialize;
diversification strategy proves correct; relative competitive advantage vs. committed

rivals

Information gaps:

UAE contractual terms: What are minimum workload commitments, pricing
guarantees, exit clauses? (Available: Q1-Q2 2026 through partnership negotiations)
Latency performance: What are real-world latency impacts for serving North
American/European customers from UAE? (Available: Q3-Q4 2026 after Phase 1
operational testing)

Geopolitical risk assessment: What's realistic probability of U.S. export controls or
sanctions affecting UAE Al infrastructure? (Ongoing intelligence; clarity by Q4 2026)
Competitive intelligence: What are rivals (OpenAl, Anthropic, Google, Meta) planning
for UAE? (Partial visibility Q2-Q3 2026 through industry channels)

Stakeholder Group 3: Enterprise AI Adopters (Fortune 500, Government
Agencies, Large Startups)

Decision Fork: Choose: Procure Al infrastructure from UAE providers (direct or via cloud
partners) vs. Maintain hyperscaler relationships (AWS, Azure, GCP) despite cost premium

Trade-offs:

Option A: Procure from UAE Infrastructure

Gains:

O O O

(@]

Loses:

20-35% cost reduction on Al workloads vs. Western hyperscalers

$2-10M annual savings for large enterprise Al deployments

Potential data sovereignty compliance for Middle East/Africa operations
First-mover access to capacity during hyperscaler constraints (2027-2028 chip
shortage scenarios)

Geographic diversification (not fully dependent on U.S./European infrastructure)

Integration complexity (UAE infrastructure less mature than AWS/Azure/GCP
ecosystems)

Limited service bundling (raw compute vs. integrated Al platforms with
tools/models/security)

Latency penalty for global operations (acceptable for Middle East/Africa users;
problematic for Americas/Europe)

Data governance concerns (infrastructure in foreign jurisdiction; unclear
GDPR/CCPA compliance pathways)

Vendor risk (newer provider vs. established hyperscalers with proven reliability
track records)



o Compliance/audit challenges (explaining UAE infrastructure use to regulators,
customers, boards)
e Timeline: Pilot programs 6-12 months; full migration 18-24 months

Option B: Maintain Hyperscaler Relationships

e Gains:
Integrated Al platforms (bundled compute, models, tools, security, compliance)
Established vendor relationships with proven SLAs and support
Global latency optimization (hyperscalers have multi-region presence)
Regulatory/compliance clarity (well-understood data governance frameworks)
Ecosystem maturity (extensive ISV integrations, developer tools, talent
availability)

o Risk mitigation (diversified infrastructure; not dependent on single sovereign

entity)

e Loses:

o 20-35% higher costs for equivalent Al workloads vs. UAE arbitrage
$2-10M annual cost penalty for large deployments
Exposure to hyperscaler capacity constraints (no guaranteed UAE fallback option)
Potential competitive disadvantage if rivals exploit UAE cost savings for product
pricing aggression

o Limited Middle East/Africa data residency options if regulations tighten
o Timeline: Ongoing; flexibility to evaluate UAE options as market matures

O O O O O

o O O

Timeline: Decision required by Q4 2026-Q1 2027 because:

o Enterprise Al strategy planning for fiscal 2027-2028 occurs Q4 2026

e Pilot programs with UAE infrastructure require 6-12 months before production
deployment decision

e Budget cycles lock in infrastructure commitments for 12-24 months

e Competitive dynamics: Early UAE adopters may gain cost advantage if infrastructure
proves reliable

Outcome Differentiation:
If choose UAE Infrastructure:

e 50% probability: Moderate cost savings with operational trade-offs - Achieve 15-25%
savings on batch/async workloads; acceptable for Middle East/Africa deployments;
mixed results for global operations

e 30% probability: Strategic advantage - UAE infrastructure proves reliable and cost-
effective; $5-15M annual savings enable competitive pricing or margin expansion; early
adopter advantage

e 20% probability: Integration challenges exceed savings - Operational complexity, latency
issues, compliance concerns consume savings; forced to partially revert to hyperscalers
after 12-18 months



If choose Hyperscaler Maintenance:

e 65% probability: Stable operations at higher cost - Pay premium but maintain operational
simplicity and global performance; competitive position neutral if peers make same
choice

e 25% probability: Cost disadvantage - Competitors successfully exploit UAE arbitrage;
forced into reactive pricing without cost structure to support; margin pressure 10-20%

e 10% probability: Vindication - UAE infrastructure underperforms or faces disruptions;
hyperscaler strategy proves correct; relative competitive advantage vs. UAE adopters

Information gaps:

o UAE infrastructure maturity: What's realistic service quality, SLA reliability, support
responsiveness vs. hyperscalers? (Available: Q4 2026-Q1 2027 after Phase 1 operational
track record)

e Compliance pathways: Can UAE infrastructure meet GDPR, CCPA, FedRAMP,
HIPAA requirements? (Available: Q2-Q3 2027 after regulatory certifications completed)

o Competitive intelligence: Are competitors/peers adopting UAE infrastructure? At what
scale? (Partial visibility Q1-Q2 2027 through industry channels)

o Total cost of ownership: What are hidden integration/operational costs beyond headline
$/token pricing? (Available: Q2-Q3 2027 after pilot program completion)

Stakeholder Group 4: Competing Energy-Rich States (Saudi Arabia, Qatar,
Kazakhstan)

Decision Fork: Choose: Build competing sovereign Al infrastructure (following UAE model)
vs. Partner with UAE/hyperscalers (focus on other economic diversification priorities)

Trade-offs:
Option A: Build Competing Infrastructure ($10-30B investment)

e Gains:
o Strategic sovereignty (indigenous Al capability independent of UAE or Western
providers)
Economic diversification (leverage stranded energy assets for Al revenue)
Competitive positioning (capture own national/regional Al workloads vs. routing
through UAE)
o Technology development catalyst (attract Al talent, companies, research
institutions)
o Geopolitical leverage (Al infrastructure as strategic asset like semiconductor fabs
or rare earths)
e Loses:



o

$10-30B capital commitment over 5-7 years (opportunity cost vs. other
investments)

Market fragmentation (multiple small sovereign providers vs. consolidated UAE
hub may reduce everyone's economics)

Technology/partnership challenges (UAE has first-mover advantage on OpenAl,
Oracle, NVIDIA relationships)

Execution risk (requires Al expertise, data center operations capability, market
development)

Potential overcapacity (regional market may not support multiple 1-5 GW
facilities; utilization <50%)

e Timeline: 36-48 months to operational capacity if started 2026

Option B: Partner with UAE or Hyperscalers

e Gains:
(@]

o

Capital preservation ($10-30B available for alternative diversification:
renewables, tourism, manufacturing)

Reduced execution risk (leverage UAE expertise or hyperscaler platforms vs.
building indigenous capability)

Focus on core competencies (energy production, sovereign wealth management
vs. technology operations)

Regional cooperation (support UAE success; benefit from spillover economic
activity)

Flexibility (participate in Al economy through investments/partnerships without
full infrastructure burden)

Strategic dependence (reliant on UAE or Western providers for Al infrastructure)
Economic opportunity (forfeit potential $3-8B annual Al infrastructure revenue)
Competitive position (UAE gains first-mover regional leadership; difficult to
displace later)

Technology sovereignty (no indigenous Al capability; vulnerable to provider
decisions/geopolitics)

National prestige (peer states (UAE) establish advanced technology leadership
while others follow)

o Timeline: Ongoing flexibility; decision reversible if UAE model proves successful

Timeline: Decision required by Q4 2026-Q2 2027 because:

o UAE Phase 1 results (Q4 2026-Q1 2027) provide proof-of-concept validation or
falsification

e Competitive window: If UAE succeeds, 2027-2028 entry still allows market
participation; 2029+ entry faces entrenched UAE position

o Partnership negotiations with hyperscalers/UAE require 12-18 months; Q4 2026 start
means Q2-Q3 2028 operational

e Budget/sovereign wealth planning cycles for 2027-2030 occur Q4 2026-Q1 2027



Outcome Differentiation:

If choose Competing Infrastructure:

40% probability: Moderate diversification success - Deploy S00MW-1GW by 2029-
2030; capture national workloads + limited regional market; $1.5-4B annual revenue by
2031; modest IRR (6-10%)

30% probability: Market fragmentation - Multiple sovereign providers (Saudi, Qatar,
UAE) create overcapacity; utilization 35-50%; negative IRR requiring subsidies;
restructure as "strategic asset"

20% probability: Strategic success - Differentiate through partnerships (e.g., Saudi-
Google, Qatar-Microsoft); capture complementary market segments; $5-10B annual
revenue by 2031; strong IRR (15-20%)

10% probability: Execution failure - Delays, cost overruns, technology challenges
prevent deployment; $5-10B invested with minimal operational capacity; project
restructured or abandoned

If choose Partnership/Focus Elsewhere:

60% probability: Rational allocation - Capital deployed to higher-return diversification
(renewables, manufacturing, tourism); participate in Al economy through investments;
opportunity cost of foregone infrastructure avoided

25% probability: Strategic dependence regret - UAE becomes dominant regional Al
provider; extract monopolistic pricing; attempt late-entry buildout from disadvantaged
position (2029-2030)

15% probability: Vindication - UAE infrastructure underperforms or proves poor
economics; partnership/wait strategy validated; capital preserved for better opportunities

Information gaps:

UAE Phase 1 performance: What are actual utilization, economics, operational
reliability in first 6-12 months? (Available: Q4 2026-Q2 2027)

Regional market size: Can Middle East/Africa support multiple sovereign Al
infrastructure providers at economic scale? (Available: Q2-Q4 2027 based on UAE
demand signals)

Technology partnership availability: Will hyperscalers (AWS, Azure, GCP) or Al
companies (OpenAl, Anthropic) partner with multiple Middle East sovereigns or
exclusively with UAE? (Available: Q3 2026-Q1 2027 through exploratory discussions)
Comparative advantage assessment: Do alternative energy states (Saudi Arabia gas
reserves, Qatar LNG) have superior economics vs. UAE? (Available: Q4 2026 through
engineering studies)

Stakeholder Group 5: Chip Manufacturers (NVIDIA, AMD, Intel)



Decision Fork: Choose: Prioritize UAE/sovereign infrastructure GPU allocation (15-30% of
production) vs. Maintain hyperscaler priority (AWS, Azure, GCP, Oracle receive 70-80% of
production)

Trade-offs:

Option A: Prioritize UAE/Sovereign Infrastructure (15-30% allocation)

e Gains:
o Diversified customer base (reduce dependence on top 4 hyperscalers holding 70-
80% of demand)
o $8-20B multi-year sovereign infrastructure contracts (UAE, Saudi Arabia, Qatar
combined potential)

o Favorable payment terms (sovereign wealth capital provides stronger balance
sheets than some startups/enterprises)

o Strategic relationships with governments (regulatory support, market access,
potential fab investments)

o Hedge against hyperscaler vertical integration (AWS Trainium, Google TPU
competing with NVIDIA GPUs)

o Hyperscaler relationship tension (AWS, Azure, GCP may retaliate through
alternative chip adoption)

o Allocation complexity (sovereign infrastructure may have lower utilization
initially vs. hyperscaler guaranteed demand)

o Geopolitical risk (U.S. export controls could restrict Middle East GPU shipments;
inventory stranded)

o Technology transfer concerns (advanced GPUs in sovereign infrastructure may
face looser controls vs. hyperscaler data centers)

o Pricing pressure (sovereign infrastructure may demand discounts threatening
hyperscaler pricing structure)

e Timeline: 12-18 month GPU delivery cycles mean Q3 2026 allocation decision affects
Q1-Q2 2028 deployment

Option B: Maintain Hyperscaler Priority (70-80% allocation)

e Gains:
o Preserve core customer relationships (hyperscalers purchase $40-80B annually vs.
UAE $3-8B)
Operational simplicity (fewer customers, larger orders, established processes)
Utilization confidence (hyperscalers deploy at scale immediately; sovereign
infrastructure may ramp slowly)
o Reduced geopolitical risk (U.S./European hyperscalers less vulnerable to export
controls vs. Middle East)
o Technology control (GPUs deployed in trusted jurisdictions with established
security frameworks)
e Loses:



o Customer concentration risk (top 4 hyperscalers control 70-80% of revenue;
pricing leverage)

o Vertical integration vulnerability (AWS, Google, Microsoft investing billions in
proprietary Al chips)

o Foregone sovereign infrastructure revenue ($8-20B potential market unserved or
served by competitors)

o Strategic inflexibility (if sovereign infrastructure becomes 20-30% of market by
2030, late entry disadvantages position)

o Competitive dynamics (AMD, Intel may prioritize sovereign infrastructure,
gaining strategic relationships)

o Timeline: Ongoing; but early sovereign infrastructure allocation (2026-2027) establishes
long-term relationships

Timeline: Decision required by Q2-Q3 2026 because:

e UAE Phase 1 requires GPU delivery Q2-Q3 2026 for Q3-Q4 2026 commissioning;
allocation decision needed Q1 2026 (12-18 month lead time)

o Hyperscaler demand planning for 2027-2028 occurs Q2-Q3 2026; must balance
allocations

o If Saudi Arabia, Qatar launch competing projects Q4 2026-Q1 2027, creates cascading
allocation decisions

o Fab capacity constraints mean allocation to sovereigns reduces hyperscaler availability in
same period

Outcome Differentiation:
If choose UAE/Sovereign Priority (15-30% allocation):

e 55% probability: Diversification success - Sovereign infrastructure becomes 15-25% of
revenue by 2029; hyperscaler relationships maintained despite tension; portfolio balanced

e 25% probability: Strategic advantage - Sovereign infrastructure growth exceeds
expectations (30-40% of market); early allocation secures dominant position; hyperscaler
vertical integration threat mitigated

e 20% probability: Relationship damage - Hyperscalers accelerate alternative chip adoption
(Trainium, TPU, custom ASICs); NVIDIA loses 20-30% hyperscaler share; sovereign
allocation insufficient to compensate

If choose Hyperscaler Priority (70-80% allocation):

e 60% probability: Status quo maintenance - Hyperscaler relationships preserved;
sovereign infrastructure served by competitors (AMD, Intel) or underbuilt; market
structure stable

e 25% probability: Vertical integration pressure - Hyperscalers continue proprietary chip
development; NVIDIA share erodes 15-25% by 2029 despite priority allocation;
sovereignty opportunity missed



15% probability: Competitive loss - AMD/Intel gain sovereign infrastructure foothold
(15-30% market); NVIDIA excluded from fast-growing segment; forced to offer
unfavorable terms for late entry

Information gaps:

UAE commitment credibility: Are GPU orders backed by binding contracts with
payment guarantees? (Available: Q1-Q2 2026 through contract negotiations)
Hyperscaler response: How will AWS, Azure, GCP react to sovereign allocation
prioritization? (Available: Q2-Q3 2026 through customer feedback)

Sovereign infrastructure utilization: Will UAE/Saudi/Qatar actually deploy GPUs at
scale or face underutilization? (Available: Q4 2026-Q2 2027 based on Phase 1
performance)

Export control trajectory: What's likelihood of U.S. restrictions on advanced GPU
shipments to Middle East? (Ongoing policy monitoring; clarity by Q3-Q4 2026)

Section 5: Monitoring Framework

5.1 Watchpoints

Watchpoint 1: Execution Validation - Phase 1 Commissioning

Indicator: UAE Stargate Phase 1 (200MW) achieves operational status with verified
GPU deployment and customer workloads
Timeline: Target Q3-Q4 2026; acceptable range: July-December 2026
Data source:
o Primary: G42 official commissioning announcement
o Secondary: NVIDIA earnings calls (GPU shipment confirmation), Oracle
quarterly reports (cloud integration status)
o Tertiary: Independent verification via energy consumption data (UAE Ministry of
Energy), satellite imagery (data center construction completion)
Interpretation:
o On-time (July-October 2026): Validates execution capability; increases base
case probability to 65%, reduces bear case to 12%
o /\ Delayed 1-3 months (November-December 2026): Moderate execution risk;
maintains base case 60%, bear case 15%
o @ Delayed >3 months (January 2027+): Significant execution concerns;
reduces base case to 50%, increases bear case to 25%
o X Indefinite delay or cancellation: Bear case dominant (70%-+); fundamental
viability questioned

Watchpoint 2: Utilization Validation - Phase 1 Demand Signal



o Indicator: Phase 1 operational utilization rate in first 6 months (Q4 2026-Q1 2027)
e Timeline: Measured Q1 2027 (reporting on Q4 2026 operations) and Q2 2027 (reporting
on Q1 2027 operations)
o Data source:
o Primary: UAE Ministry of Energy power consumption data (200MW facility
actual draw vs. capacity)
o Secondary: G42 or OpenAl operational disclosures (if provided)
o Tertiary: Independent analysis via industry sources, data center utilization
estimates
o Interpretation:
o High utilization (>70%): Strong demand validation; increases bull case
probability to 30-35%, reduces bear case to 10%
o /A Moderate utilization (50-70%): Base case confirmed; maintains scenario
probabilities
o @ Low utilization (<50%): Demand concerns; reduces base case to 45%,
increases bear case to 30%
o & Very low utilization (<30%): Market validation failure; bear case dominant
(50%+)

Watchpoint 3: Economic Validation - Methodology Disclosure or Independent Analysis

e Indicator: UAE publishes methodology for "60% of global production" claim, OR
independent industry analysts validate/debunk the metric
e Timeline: Q1-Q4 2027 (ongoing monitoring)
o Data source:
o Primary: UAE government official publications, academic/industry white papers
o Secondary: Industry analyst reports (Gartner, IDC, SemiAnalysis, JP Morgan)
o Tertiary: Academic research, think tank analysis
e Interpretation:
o Methodology validates claim (60% plausible with disclosed assumptions):
Dramatically increases bull case to 40-50%; major strategic implications
o /\ Methodology shows 10-20% realistic (regional dominance frame):
Confirms base case scenario; adjusts market positioning expectations
o . Methodology absent or shows <5% realistic: Confirms marketing inflation;
reduces confidence in UAE strategic planning; base case maintained but with
skepticism on future claims
o 9 Independent analysis debunks as impossible: Credibility damage; may
indicate broader strategic execution concerns

Watchpoint 4: Competitive Response - Hyperscaler Middle East Expansion

o Indicator: AWS, Microsoft Azure, or Google Cloud announce major Middle East Al
infrastructure investments (>500MW capacity) or strategic partnerships with regional

energy companies
e Timeline: Q4 2026-Q4 2027 (12-month monitoring window)



o Data source:
o Primary: Hyperscaler earnings calls, investor presentations, official press releases
o Secondary: Regional media reporting (Saudi Arabia, Qatar partnerships)
o Tertiary: Industry analyst coverage, permitting/construction data
e Interpretation:
o No major competing announcements: UAE first-mover advantage
sustained; base case maintained with potential bull case upside
o /\ Partnership announcements (hyperscaler + Saudi Aramco, Qatar
Energy): Market fragmentation begins; base case shifts to 55%, regional market
share expectations reduce
o @ Major competing buildout (AWS 1GW Middle East region announced):
Direct competition intensifies; reduces UAE base case to 50%, increases market
share uncertainty
o 9 Multiple hyperscalers + sovereign competitors: Market overcapacity risk;
increases bear case to 25-30%

Watchpoint 5: Technology Evolution - GPU Efficiency Gains (GPT-5, Claude 4.5, Gemini
Ultra)

o Indicator: Next-generation Al models (GPT-5, Claude 4.5, Gemini Ultra) launch with
measured efficiency improvements vs. current generation
e Timeline: Q2 2027-Q4 2027 (major model launches expected)
o Data source:
o Primary: OpenAl, Anthropic, Google official technical documentation,
benchmarks
o Secondary: Independent benchmarking (MLPerf, academic evaluations)
o Tertiary: Developer community performance reports, API pricing changes (reflect
efficiency economics)
e Interpretation:
o Moderate efficiency gains (2-3x vs. GPT-4, Claude 3.5):
Demand/efficiency balanced; base case confirmed
o /\ High efficiency gains (5-8x): Token demand pressure; reduces base case to
50%, increases bear case to 20-25%
o @ Extreme efficiency gains (10x+): Demand collapse risk; bear case increases
to 35-40%, UAE capacity may exceed market needs
o Low efficiency gains (<2x): Demand sustained or growing faster than
efficiency; increases bull case to 35-40%

5.2 Decision Trigger Events
Events requiring immediate strategic reassessment:

Trigger 1: OpenAl Acquisition or Major Partnership Change



e Event: OpenAl acquired by Microsoft, Google, or merged with Anthropic; OR OpenAl
announces alternative Middle East infrastructure partnership

o Reassess: Partnership durability assumption (Stakeholder 2); UAE anchor tenant
commitment

e Timeline: Immediate reassessment within 48-72 hours

e Action: Evaluate contractual obligations, workload migration timelines, alternative
customer pipeline

Trigger 2: U.S. Export Controls on Advanced GPUs to Middle East

e Event: U.S. Department of Commerce restricts H100/H200 (or successor) GPU exports
to UAE or broader Middle East region

o Reassess: Entire viability framework; bear case becomes dominant (60%+)

e Timeline: Immediate reassessment; may require emergency response

e Action: Evaluate existing GPU inventory, alternative chip sources (AMD, Chinese
domestics), potential project restructuring

Trigger 3: Major Geopolitical Crisis (Regional Conflict, Sanctions)

o Event: Military conflict involving UAE, major sanctions imposed, or diplomatic crisis
affecting U.S.-UAE relations

o Reassess: Geopolitical risk assumptions across all stakeholder groups

e Timeline: Immediate reassessment within 24 hours

e Action: Customer continuity planning, workload migration capabilities, insurance
implications

Trigger 4: Breakthrough in AI Efficiency (>10x improvement announced)

o Event: Major research breakthrough (e.g., 1-bit models, extreme quantization,
architectural revolution) enables >10x efficiency improvement

o Reassess: Demand/efficiency ratio (critical uncertainty #1); bear case probability
increases to 40-50%

e Timeline: Reassessment within 1-2 weeks (validate replication, commercial timeline)

e Action: Capacity planning revision, contract renegotiation possibilities, utilization
projections

Trigger 5: Phase 2 Expansion Cancelled or Indefinitely Delayed

o Event: UAE announces formal delay or cancellation of 1GW Phase 2 expansion

o Reassess: Demand validation failure; base case shifts to bear case

e Timeline: Immediate reassessment

e Action: Market interpretation (why delay?), alternative capacity plans, competitive
implications

5.3 Update Cadence



Near-term (February 2026 - December 2026): Monthly monitoring

e Focus: Execution milestones, partnership developments, competitive responses
o Key milestones:
o March 2026: GPU shipment tracking (NVIDIA earnings)
o June 2026: Construction completion indicators
o September 2026: Phase 1 commissioning target (early range)
o December 2026: Phase 1 operational status (late range)
o Data sources: Company announcements, earnings calls, energy ministry data, satellite
imagery
o Update trigger: Monthly briefing if watchpoints show >10% probability shift

Medium-term (January 2027 - December 2027): Quarterly monitoring

o Focus: Utilization validation, market demand signals, technology evolution, competitive
dynamics
o Key milestones:
o Q1 2027: First utilization data (Phase 1 operational 3-6 months)
o Q2 2027: Major Al model launches (GPT-5, Claude 4.5, Gemini Ultra efficiency
data)
o Q3 2027: Phase 2 decision point (expand to 1GW or delay)
o Q4 2027: Annual performance review, scenario probability updates
o Data sources: Utilization reports, model benchmarks, expansion announcements, analyst
coverage
o Update trigger: Quarterly deep-dive update; immediate update if decision trigger events
occur

Long-term (January 2028 - December 2028): Semi-annual monitoring

e Focus: Economic model validation, market share realization, competitive equilibrium
o Key milestones:
o HI 2028: 12-18 month operational track record; economic viability clear
o H22028: 5GW campus decision (proceed, delay, or cancel); final scenario
determination
o Data sources: Financial disclosures, market share data, competitive analysis,
retrospective validation

o Update trigger: Semi-annual strategic assessment; immediate update if major strategic
shifts

Retrospective validation: December 2028

o Final assessment of which scenario occurred (Base/Bull/Bear)

o Probability calibration review (were estimates accurate?)

e Systematic bias identification (optimism/pessimism patterns)

o Framework refinement for future sovereign infrastructure analyses



Section 6: Implications & Recommendations

6.1 Key Risks to Monitor
Risk 1: Demand-Efficiency Scissors (Overcapacity Collapse)

e Probability: Medium (35-40%)

o Impact: High ($8-15B stranded assets)

e Leading indicator: Q2-Q3 2027 Al model efficiency benchmarks show >5x
improvement vs. current generation

e Mechanism: If GPT-5/Claude 4.5/Gemini Ultra achieve 5-10x efficiency gains, token
requirements for equivalent workloads fall 60-80%. Industry-wide capacity buildout
(UAE + hyperscaler expansion) creates 2027-2028 overcapacity. Utilization falls to 35-
50%:; pricing collapses to marginal cost. UAE's energy advantage erased by efficiency
improvements; cooling disadvantage becomes decisive. Phase 2 expansion cancelled;
SGW campus mothballed.

e Mitigation: Phased buildout (200MW — 400MW — 800MW) rather than committed
1GW allows demand validation before full capital deployment

e Monitor: MLPerf benchmarks, API pricing trends, hyperscaler capacity utilization
reports

Risk 2: Partnership Fragmentation (Anchor Tenant Loss)

e Probability: Low-Medium (20-25%)

o Impact: High (40-60% utilization loss if OpenAl exits)

e Leading indicator: OpenAl M&A discussions (Microsoft, Google, Anthropic merger),
Oracle Middle East strategy shifts

e Mechanism: OpenAl commitment is UAE's anchor tenant assumption. If Microsoft
acquires OpenAl (ongoing speculation), new ownership redirects workloads to Azure
infrastructure. If Oracle deprioritizes Middle East expansion due to geopolitical concerns
or poor economics, loses technology integration partner. UAE facility operational but
lacking committed workloads; utilization falls below breakeven (estimated 45-55%).
Forced to seek alternative anchor tenants at unfavorable terms.

e Mitigation: Contractual minimums with liquidated damages; customer diversification
(reduce OpenAl dependency below 40%)

e Monitor: OpenAl corporate development news, Oracle earnings call commentary on
Middle East, contract disclosure (if public)

Risk 3: Latency Kills Edge Computing (Architecture Mismatch)

e Probability: Medium (30-35%)

e Impact: Medium (limits addressable market to 40-50% of total Al workloads)

e Leading indicator: 2026-2027 Al application composition shifts toward real-time
(robotics, autonomous vehicles, interactive agents) vs. batch/async



e Mechanism: UAE geographic position adds 120-200ms latency for North
American/European customers. Real-time Al applications require <50ms response times.
If Al industry trajectory favors edge computing and latency-sensitive applications (40-
60% of valuable workloads), UAE infrastructure economically disqualified for high-
value segments. Relegated to batch training and asynchronous inference (lower $/token
pricing, thinner margins). Market share limited to latency-tolerant workloads and regional
(Middle East/Africa/South Asia) customers.

e Mitigation: Focus positioning on regional market (2.5B population within acceptable
latency) and batch workloads; don't compete for edge computing

e Monitor: Al application architecture trends, edge computing market share growth,
latency requirements in enterprise RFPs

Risk 4: Cooling Cost Explosion (Thermodynamics Defeats Economics)

e Probability: Low-Medium (25-30%)

e Impact: Medium-High (erases 40-70% of energy cost advantage)

o Leading indicator: Phase 1 operational data (Q4 2026-Q1 2027) shows cooling
represents >20% of operating costs

e Mechanism: UAE desert climate (summer temperatures 40-50°C) requires massive
cooling infrastructure. Phase 1 cooling costs prove 25-35% of total operating expenses
(vs. 8-12% in temperate climates, 15-20% projected). Even with cheap energy inputs,
thermodynamic constraints reduce cost advantage from projected 30-40% to actual 10-
15% vs. hyperscalers. Competitive positioning erodes; pricing power limited. At scale (1-
5GW), cooling costs become prohibitive without expensive innovations (underground
facilities, advanced liquid cooling, thermal storage).

o Mitigation: Invest heavily in cooling R&D before Phase 2 expansion; consider
underground data center design; thermal energy storage

e Monitor: Phase 1 cooling cost breakdown, energy consumption patterns (cooling vs.
compute), advanced cooling technology development

Risk 5: Geopolitical Weaponization (Strategic Vulnerability)

e Probability: Low (10-15%)

o Impact: Extreme (facility shutdown or forced nationalization)

e Leading indicator: U.S.-China tech rivalry escalates; Middle East tensions increase;
U.S. export control expansion signals

e Mechanism: Low-probability but high-impact scenarios: (1) U.S. imposes export
controls restricting advanced GPU shipments to Middle East, (2) Regional conflict affects
UAE stability or connectivity, (3) U.S.-UAE diplomatic crisis over technology transfer to
China/Russia, (4) Sanctions regime affects UAE's ability to operate Western technology.
Any scenario forces emergency workload migration, customer exodus, or facility
shutdown. Western enterprises legally prohibited from using UAE infrastructure for
sensitive workloads. $15-30B stranded asset.

o Mitigation: Limited options (geographic reality); maintain strong U.S. relations, avoid
technology transfer to adversaries, diversify customer base geographically



e Monitor: U.S. export control policy developments, Middle East geopolitical tensions,
U.S.-UAE diplomatic relationship health

Risk 6: Hyperscaler Platform Integration Moat (Commodity Trap Failure)

e Probability: Medium-High (40-45%)

e Impact: Medium (limits market to 20-30% of potential vs. 60% claim)

e Mechanism: UAE positioning assumes Al compute can be commoditized (sell $/token
like oil barrels). Reality: Most valuable Al workloads require integrated platforms
bundling compute with proprietary models, developer tools, security/compliance
frameworks, ISV ecosystems. Enterprises prefer AWS/Azure/GCP integrated offerings
despite 20-35% cost premium because switching costs and integration complexity exceed
savings. UAE captures only "commodity compute" segment (batch training for
companies with technical sophistication to manage infrastructure) representing 20-30%
of market. Integrated platforms (hyperscalers with full stacks) defend 70-80% despite
cost disadvantage.

e Mitigation: Partnerships with OpenAl, Oracle provide partial platform integration;
develop ISV ecosystem; focus on sophisticated customers comfortable with infrastructure
management

e Monitor: Enterprise procurement patterns (integrated platform vs. commodity compute),
hyperscaler bundle adoption rates, UAE customer sophistication profile

6.2 Emerging Opportunities
Opportunity 1: Regional AI Sovereignty Play ($4-12B market, 18-36 month window)

e Window: 2026-2029 (before regional competitors build alternative infrastructure)

e Capture mechanism: Position UAE as "neutral ground" Al infrastructure for Middle
East (400M people), Africa (1.4B), South Asia (700M). Market to governments requiring
data residency, enterprises wanting geographic diversification, organizations seeking
alternatives to U.S./China-controlled infrastructure. Pricing 15-25% below hyperscalers
attracts sovereign workloads even if efficiency/latency not optimal.

o Execution: Proactive sales to Saudi Arabia, Egypt, India, Nigeria, Pakistan governments;
data residency compliance certifications; Arabic/regional language model training
demonstrations; joint ventures with regional telcos/system integrators

o Success metrics: 8-12 sovereign/large enterprise contracts by end of 2027; 25-40% of
capacity allocated to regional data sovereignty workloads

o Risk: Regional competitors (Saudi Arabia builds competing infrastructure) or
hyperscalers (AWS partners with Saudi Aramco) fragment market

Opportunity 2: Energy-to-Compute Arbitrage Window ($500M-$2B savings for early
movers, 18-30 month window)

e Window: 2026-2028 (before GPU efficiency improvements close energy cost gap)
e Capture mechanism: Al companies (OpenAl, Anthropic, Meta, startups) face $5-20B
training costs for frontier models. UAE offers 25-35% cost reduction vs. U.S./European



infrastructure. Early movers can accelerate large-scale training runs (GPT-5, Claude 4.5,
multimodal models) exploiting temporary energy arbitrage before next-gen GPUs
(Blackwell, Rubin) eliminate advantage through efficiency.

Execution: Targeted outreach to Al frontier labs planning 2026-2027 training runs;
volume discounts for committed multi-month workloads; technical support for workload
migration; showcase OpenAl partnership as proof point

Success metrics: 3-5 major Al companies commit >$50M training runs by Q4 2026; 40-
60% of Phase 1 capacity allocated to frontier model training in first year

Risk: Efficiency gains arrive faster than expected (GPT-5 launches Q1 2027 with 8x
improvement); arbitrage window closes before UAE capacity scales

Opportunity 3: Hybrid/Multi-Cloud Forcing Function (Infrastructure resilience market,
$2-8B TAM)

Window: 2027-2030 (as enterprises adopt multi-region strategies)

Capture mechanism: UAE buildout creates credible alternative to hyperscaler
oligopoly, forcing development of better multi-cloud orchestration tools, workload
portability standards, and hybrid architectures. Enterprises value optionality and
resilience; willing to pay 5-10% premium for multi-region capability vs. single-provider
lock-in. UAE positions as "fourth pillar" alongside AWS/Azure/GCP for
geographic/vendor diversification.

Execution: Invest in Kubernetes/cloud-native tooling for seamless workload migration;
develop hyperscaler interoperability (run AWS Sagemaker on UAE infrastructure);
certifications/compliance enabling enterprise adoption; SLA guarantees competitive with
top-tier providers

Success metrics: 15-25 Fortune 500 companies adopt UAE as secondary/tertiary Al
region by 2028; hybrid/multi-cloud workloads represent 20-30% of capacity

Risk: Hyperscalers resist interoperability; technical complexity exceeds enterprise
appetite; switching costs remain prohibitive

Opportunity 4: Regulatory Arbitrage Laboratory ($3-8B R&D attraction, 24-36 month
window)

Window: 2026-2029 (between EU Al Act implementation and potential U.S. federal Al
regulation)

Capture mechanism: If UAE establishes lighter Al governance framework than EU Al
Act (prohibits certain applications, requires conformity assessments, imposes compliance
costs) or potential U.S. federal regulation, attracts Al R&D facilities and experimental
deployments. Companies use UAE as "innovation sandbox" for applications facing
regulatory uncertainty in Western markets, then migrate to production in regulated
jurisdictions once compliance pathways clear.

Execution: Develop risk-based Al governance framework (lighter than EU, credible vs.
China's model); fast-track approval processes for Al research applications; IP protection
guarantees; research tax incentives; partnerships with universities (MBZUAI KAUST)
for talent pipeline



Success metrics: 5-10 major Al labs establish UAE R&D presence by 2028;
experimental applications (AGI research, novel agent architectures) concentrated in
UAE; "UAE Innovation Sandbox" brand established

Risk: Regulatory arbitrage creates reputational damage (" Al ethics avoidance"); Western
jurisdictions prohibit transfer of UAE-developed applications; race-to-bottom on Al
safety reduces long-term credibility

Opportunity S: Sovereign Model Development Ecosystem ($1-5B value creation, 36+ month
timeline)

Window: 2027-2032 (long-term strategic play)

Capture mechanism: Use UAE infrastructure to train sovereign Al models for Arabic,
Urdu, Farsi, Swahili, and other regional languages underserved by Western frontier
models. Partner with regional governments/enterprises to create culturally-appropriate,
locally-relevant Al capabilities. Monetize through licensing, API access, and bespoke
model development services. Establish UAE as Al hub for 2.5B non-Western-language
speakers.

Execution: Allocate 10-20% of infrastructure to regional language model training;
recruit NLP researchers specializing in Arabic/African/South Asian languages; data
partnerships with regional content providers; government co-investment in sovereign Al
capability

Success metrics: Launch Arabic-native frontier model (GPT-4 equivalent capability) by
2028; 3-5 regional language models operational by 2030; licensing revenue $500M-$2B
annually by 2031

Risk: Western frontier models (GPT, Claude, Gemini) achieve multilingual parity faster
than expected; regional demand insufficient to support specialized models; talent
acquisition challenges

6.3 Second-Order Effects

Effect 1: Al Infrastructure Geopoliticization (Compute Sovereignty Becomes Strategic
Imperative)

Mechanism: If UAE achieves even modest success (8-15% regional market share),
validates "compute sovereignty" as viable national strategy. Other energy-rich states
(Saudi Arabia, Qatar, Kazakhstan, Norway) launch competing initiatives. Within 36
months, 15-25% of global Al infrastructure shifts from market-optimized (hyperscalers
placing data centers near customers/energy) to sovereignty-optimized (nations building
indigenous capability regardless of economics).
Timeline: 2027-2030 acceleration; 2030-2035 mature equilibrium
Implications:
o Al infrastructure market fragments along geopolitical lines (U.S./Europe, China,
Middle East, India separate ecosystems)
o Interoperability challenges increase costs 15-30% vs. integrated global
infrastructure
o Export controls on Al chips expand to 20-30 countries (vs. current China focus)



o Sovereign wealth funds allocate $100-300B to Al infrastructure by 2030
o "Al have vs. have-not" nations emerges as geopolitical cleavage
e Who benefits: Chip manufacturers (NVIDIA, AMD - multiple sovereign customers),
systems integrators (Oracle, Cisco - buildout opportunities), energy-rich states (new
economic model)
e Who loses: Hyperscalers (market share fragmentation), global enterprises (higher costs
for multi-region compliance), Al innovation pace (duplicated rather than shared
infrastructure)

Effect 2: Data Residency Acceleration (Local Processing Mandates Multiply)

e Mechanism: UAE infrastructure provides proof-of-concept that AI workloads can be
processed locally without relying on U.S./Chinese providers. Governments observing
UAE model gain confidence that data sovereignty requirements are technically feasible.
EU, India, Brazil, Indonesia, others mandate local Al processing for sensitive sectors
(healthcare, finance, government) within 24-36 months.

e Timeline: 2027-2029 regulatory wave; 2030-2032 full implementation

o Implications:

o Global Al market fragments into 15-20 regional markets with varying compliance
requirements

o Al companies face $5-15B incremental compliance/infrastructure costs vs. global
deployment model

o Latency optimization improves (local processing reduces round-trip times) but
economies of scale deteriorate

o Local infrastructure providers (not just UAE but also India, EU, Brazil domestic)
gain protected markets

e Who benefits: Sovereign infrastructure providers (protected markets), privacy advocates
(data localization), regional Al companies (compete without U.S./Chinese scale
disadvantage)

e Who loses: Global Al platforms (increased compliance costs), consumers (potentially
higher prices, reduced model quality in smaller markets), innovation velocity (fragmented
vs. global learning)

Effect 3: Energy-to-Digital Infrastructure Pipeline Normalization ($200-500B capital
redeployment)

e Mechanism: UAE's oil-to-Al transition provides template for other commodity exporters
facing energy transition. Over 5-10 years, energy majors (Shell, BP, TotalEnergies,
Aramco, Gazprom) redeploy $200-500B from fossil fuel exploration/production into
digital infrastructure (data centers, Al compute, fiber networks, edge computing). Energy
expertise (power generation, cooling, large-scale industrial projects) proves transferable
to data center operations.

e Timeline: 2026-2030 pilot phase; 2030-2040 mainstream capital redeployment

o Implications:

o Data center industry capital availability increases 2-3x, accelerating buildout
globally



o Energy companies become major cloud/Al infrastructure providers alongside
hyperscalers
o Geographic optimization shifts toward energy availability (Middle East, North
Sea, West Africa, Central Asia become data center hubs)
o Stranded energy assets (remote gas fields, difficult-to-export oil) gain alternative
use case
o Carbon intensity of Al infrastructure potentially increases (if fossil fuels power
compute) or decreases (if forces renewable integration)
e Who benefits: Energy majors (diversification revenue), energy-rich nations (new export
model), data center industry (capital influx)
e Who loses: Hyperscalers (new well-funded competitors), climate goals potentially (if
fossil-fuel-powered Al scales), existing data center REITs (new competition)

Effect 4: Al Service Integration vs. Commodity Compute Resolution (Market Structure
Determination)

e Mechanism: UAE bet forces market test of fundamental question: Can Al compute be
commoditized (sold as $/token like cloud storage) or does value reside in integrated
platforms (models + tools + compute bundled)? If UAE succeeds capturing >10% market
share, validates commodity thesis; hyperscalers forced to separate infrastructure from
services. If UAE struggles to exceed 5% despite cost advantage, validates integration
thesis; platform bundling remains dominant.

e Timeline: 2027-2029 resolution period based on UAE market share trajectory

o Implications if commodity thesis wins:

o Al infrastructure market structure resembles cloud storage (competitive, low-
margin, AWS/Azure/GCP lose pricing power)

o Decoupling of compute layer from application layer enables new entrants, reduces
switching costs

o Developer tools/frameworks become more important (Kubernetes for Al, model
registries, orchestration platforms)

o Hyperscalers shift revenue focus to higher-level services (Al models, security,
compliance) vs. raw infrastructure

o Implications if integration thesis wins:

o Platform bundling (AWS Bedrock, Azure Al Studio, GCP Vertex Al) remains
dominant business model

o UAE and sovereign infrastructure relegated to niche/overflow capacity (15-25%
market share ceiling)

o Switching costs remain high; hyperscaler moats defended despite commodity
compute challengers

o Vertical integration continues (hyperscalers develop proprietary chips, models,
full-stack control)

e Who benefits (commodity): Customers (lower prices, more choice), infrastructure
specialists (UAE, energy companies), developers (tool ecosystem expands)

e Who benefits (integration): Hyperscalers (moats defended), platform companies
(bundling premium), security/compliance providers (part of essential bundle)



Effect 5: Global AI Capacity Buildout Acceleration or Deceleration ($100-300B capital
impact)

e Mechanism: UAE's $15-50B buildout adds supply to global Al infrastructure market. If
demand validates (utilization >70%), signals undersupply; triggers competitive $100-
200B buildout from hyperscalers, sovereigns, energy companies (2027-2030). If demand
disappoints (utilization <50%), signals oversupply; causes industry-wide pullback; $50-
100B in planned capacity delayed or cancelled.

e Timeline: 2027-2028 UAE Phase 1-2 performance determines signal; 2028-2030
industry responds

o Implications if accelerates (demand validates):

o Global Al infrastructure capacity grows 3-5x by 2030 (vs. 2-3x baseline)

o Al application costs fall 40-60% (abundant compute drives pricing competition)

o Broader Al adoption accelerates (lower costs remove barrier for mid-market
enterprises, governments, NGOs)

o Chip manufacturers (NVIDIA, AMD) face 2-3 year supply/demand balance
challenge

o Energy infrastructure stressed (data centers become 5-8% of global electricity
demand by 2030 vs. 3-4% baseline)

o Implications if decelerates (demand disappoints):

o Industry-wide capacity utilization falls to 40-60%; pricing collapses

o Hyperscalers reduce capex 20-40%; chip orders decline; NVIDIA/AMD face
inventory challenges

o Al startups struggle to secure compute (providers prioritize profitable hyperscaler
contracts over risky startups)

o Innovation potentially slows (constrained capacity allocated to established
players, not experimentation)

o Sovereign infrastructure projects (Saudi, Qatar, others) cancelled or delayed,
reinforcing hyperscaler oligopoly

o Who benefits (accelerates): Al application developers (cheaper compute), chip
manufacturers (sustained demand), end users (lower Al service costs)

o Who benefits (decelerates): Hyperscalers (reduced competition, oligopoly strengthens),
energy sector (data center demand growth slows, less fossil fuel offtake)

6.4 Strategic Implications Summary

For Hyperscale Cloud Providers (AWS, Azure, GCP):

Core strategic question: Is UAE infrastructure a partner opportunity (share capital burden,
access regional market) or competitive threat (sovereign fragmentation undermines global

platform model)?

Decision urgency: Q3 2026 (UAE Phase 1 commissioning creates first-mover market position;
partnership negotiations require 6-12 month lead time)

Key information gaps:



e (342 partnership economic terms (revenue share, control provisions)
e Middle East Al TAM realism (validate $5-15B addressable market vs. $2-4B)
e OpenAl exclusivity vs. multi-cloud possibility

Recommended approach:

o Engage partnership discussions Q1-Q2 2026 (option value, maintains strategic
optionality)

e Simultaneously develop competitive Middle East buildout plan (defensive preparation)

o Decision point Q3 2026 based on: (a) partnership terms acceptability, (b) UAE Phase 1
performance, (c) regional market demand signals

e If partnership: Structure for 60/40 economics (UAE capital, hyperscaler
technology/distribution) with performance escape clauses

e Ifcompete: Launch $10-15B Middle East region buildout in partnership with Saudi
Aramco or Qatar Energy (2028-2029 operational target)

For AI Model Developers (OpenAl, Anthropic, Google DeepMind, Meta):

Core strategic question: Does 20-35% cost savings on UAE infrastructure justify geographic
concentration risk and latency trade-offs?

Decision urgency: Q2-Q3 2026 (capacity reservation for 2027-2028 training runs requires 6-12
month lead time; early commitment secures favorable pricing)

Key information gaps:

e Real-world latency performance for serving global customers from UAE (available Q3-
Q4 2026 after Phase 1 testing)

e Contractual terms (minimum commitments, pricing guarantees, exit clauses)

e Geopolitical risk assessment (U.S. export control probability, regional stability)

Recommended approach:

e Negotiate pilot commitment (10-20% of 2027 training workloads on UAE infrastructure)

o Structure contracts with performance-based scaling (expand to 30-50% if
latency/reliability acceptable; exit if problems emerge)

e Geographic segmentation: Use UAE for batch training, Middle East/Africa inference
(latency-tolerant); maintain U.S./Europe infrastructure for real-time applications (latency-
sensitive)

o Diversification insurance: Maintain 50%+ capacity in established hyperscaler
relationships (AWS/Azure/GCP) as fallback

e Decision point Q4 2026-Q1 2027: Based on pilot performance, commit to multi-year
contract or exit to diversification strategy



For Enterprise AI Adopters (Fortune 500, Government Agencies):

Core strategic question: Is UAE infrastructure suitable for production workloads, or too
immature/risky vs. established hyperscalers?

Decision urgency: Q4 2026-Q1 2027 (fiscal 2027-2028 planning; pilot programs require 6-12
months before production decision)

Key information gaps:

o Service maturity (SLA reliability, support responsiveness, integration with enterprise

tools)

e Compliance pathways (GDPR, CCPA, FedRAMP, HIPAA achievability with UAE
infrastructure)

e Total cost of ownership (hidden integration/operational costs beyond headline $/token
pricing)

Recommended approach:

e Defer production commitments until Q2-Q3 2027 (allow 6-12 month operational track
record to accumulate)

o Pilot program structure: Test non-critical Al workloads (internal tools, low-stakes
inference) on UAE infrastructure Q4 2026-Q1 2027

o Workload segmentation: Use UAE for batch processing, regional deployments (Middle
East/Africa offices), cost-sensitive applications; maintain hyperscalers for latency-
sensitive, compliance-critical, mission-critical workloads

o Decision trigger: If pilot TCO shows >15% savings with acceptable reliability, expand to
15-30% of Al workloads; if <10% savings or operational challenges, remain with
hyperscalers

For Competing Energy-Rich States (Saudi Arabia, Qatar, Kazakhstan):

Core strategic question: Build competing sovereign Al infrastructure (following UAE model)
or focus capital on alternative diversification opportunities?

Decision urgency: Q4 2026-Q2 2027 (UAE Phase 1 results provide proof-of-concept; 2027-
2028 entry still allows market participation before UAE position hardens)

Key information gaps:

e UAE Phase 1 utilization and economics (available Q4 2026-Q2 2027)



e Regional market size sufficiency (can Middle East/Africa support multiple sovereign
providers?)

o Hyperscaler partnership availability (will AWS/Azure/GCP partner with multiple Middle
East sovereigns or exclusively with UAE?)

Recommended approach:

e Saudi Arabia: Proceed with competing buildout ($15-25B, 1-2GW by 2029) given large
domestic market, Aramco energy advantage, strategic necessity for Al sovereignty;
differentiate through Google/Microsoft partnership vs. UAE's OpenAl/Oracle

e Qatar: Wait-and-see through 2027; if UAE achieves >70% utilization and strong
economics, partner with UAE (joint venture, capacity purchase) vs. independent buildout;
if UAE struggles, avoid market

o Kazakhstan/others: Focus capital on alternative diversification (renewables,
manufacturing); Al infrastructure market likely too competitive/uncertain; participate
through sovereign wealth investments in established providers

Quality Gates Validation

Hard Gate #1: Consequence Threshold - Signal affects capital allocation ($15-50B),
policy (Al sovereignty frameworks), security posture (compute as strategic asset), infrastructure
(data center buildout), market structure (cloud provider competition)

Hard Gate #2: Verification Gate - 12 primary sources consulted; UAE government, G42,
OpenAl, Oracle, NVIDIA confirmed; "60% claim" flagged as unverified with low plausibility
assessment; mathematical reality check conducted

Hard Gate #3: Mathematical/Structural Reality Check - Independent calculation shows
60% claim inflated by 5-20x; UAE capacity (1-5GW) vs. OpenAl alone needs (23-92GW)
analyzed; reconciliation scenarios evaluated; conclusion: implausible as stated, plausible if
reframed as regional

Hard Gate #4: Viability Assessment - Three scenarios (Base 60%, Bull 25%, Bear 15%)
sum to 100%; each has specific quantitative outcomes, mechanisms, assumptions, and indicators;
probabilities justified by historical precedent and enabling/inhibiting factors

Hard Gate #5: Stakeholder-Specific Decision Forks - Five stakeholder groups identified
(Hyperscalers, Al Model Developers, Enterprises, Competing States, Chip Manufacturers); each
has concrete decision fork (A vs. B), articulated trade-offs, timeline with justification, outcome
differentiation



Hard Gate #6: Watchpoint Density - Five watchpoints specified (Execution, Utilization,
Methodology, Competition, Technology); all measurable, time-bounded, falsifiable; data sources
identified; interpretation frameworks provided

Hard Gate #7: Confidence Calibration - Medium confidence justified: physical
infrastructure verified (3+ primary sources), partnerships confirmed, but market share claim
unverifiable; some contested claims appropriately flagged

Quality Gate: Verification Rigor - Verified claims separated from contested/unverified;
source diversity adequate (UAE 40%, U.S. 40%, International 20%); mathematical validation
shown; conflicts of interest disclosed with mitigation

Quality Gate: Scenario Quality - Each scenario has quantitative outcomes with timelines;
probabilities justified; enabling/inhibiting factors identified; critical uncertainties explicit

Quality Gate: Decision Ultility - All decision forks specify concrete choices; trade-offs
clearly articulated; timelines realistic with justification; outcomes materially different between
paths

Quality Gate: Monitoring Framework - All watchpoints meet quality criteria; data sources
identified; decision triggers specified; update cadence appropriate to signal velocity

Quality Gate: No Generic Language - Avoided "stay informed," "monitor closely,"
"significant" without quantification; probabilities specified; implications actionable with specific
choices

Quality Gate: Structural Integrity - Executive summary accurate to full analysis; historical
precedents outcomes-focused; second-order effects have causal mechanisms; strategic
implications tied to stakeholder decisions

END OF DEEP-DIVE ANALYSIS



