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Foreword

I have often heard it said that relations
between China and the Gulf have entered
their golden age and reached their peak.
My own experience leads me to see the
differently. We
standing near the beginning of that age,
with much more still waiting to be built.

present moment dre

Economic ties have already reached
remarkable levels across trade, energy,
investment, and strategic cooperation.
These achievements deserve recognition,
although they do not tell the whole story of
the relationship. Research remains limited,
academic exchange remains uneven, and
opportunities for young people to
participate meaningfully remain far too

scarce.

I have experienced these gaps directly as
an Emirati student in China and as a
researcher of relations between the United
Arab Emirates and China. I encountered
important questions that received little
attention, perspectives that rarely found a
platform, and ideas that had not been
sufficiently explored. The relationship was
advancing quickly, while the space for
young researchers and emerging voices
was advancing much more slowly.

This gap is one reason why the Sino-Gulf
Institute exists today. The Institute was
established to bridge the knowledge gap
between China and the Gulf through

research,  analysis, and  accessible

ESMU
ulf
1stitute

perspectives on a relationship of growing
global importance. Our work follows the
relationship across diplomacy, trade,
energy, finance, technology, strategic
cooperation, and people-to-people
exchange. The first journal therefore
reflects a wider commitment to creating
serious opportunities for young writers to

contribute to this expanding field.

For our first publication, we deliberately
chose to place young voices at its center.
The contributors come from different
countries, universities, disciplines,
experiences, while sharing a willingness to
examine China and the Gulf from new
perspectives. Their work reflects the kind
that  this

and

of intellectual exchange

relationship increasingly needs.

If the golden age of relations between
China and the Gulf truly lies ahead, its
foundations cannot be measured through
economic figures alone. Its strength will
also depend on the ideas we develop, the
institutions we build, and the people we
prepare to carry this relationship forward.
Young people should not simply inherit the
next chapter of relations between China
the Gulf. They
meaningful and lasting role in writing it.

and should have a

Abdulla Alhemeiri, Founder
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Hormuz Tensions and the Chinese-GCC Energy Resilience:
Analysis of Diversification and Strategic Partnership of China

in Times of the Great QOil Crisis

Dominika Natalia Sowka

Abstract: This article examines how
China reconciled its declared neutrality

during the 2026 closure of the Strait of

Hormuz with its long-standing
commitment to the development and
bilateral  partnerships of the Gulf

Cooperation Council (GCC). Taking as its
case a waterway carrying roughly twenty
per cent of global oil flows and around half
of China's crude imports, the analysis
traces Sino-Gulf energy relations from the
pre-conflict period through the war-driven
in March 2026.

agreements,
and

disruption beginning
Drawing on
institutional

investment
reporting policy
announcements, and reading them through
the distinction between soft and hard
power alongside a logic of portfolio
diversification and risk hedging, the article
situates Chinese conduct within the Belt
and Road Initiative, the Green Silk Road
and Vision 2030. It argues that Beijing
substituting
infrastructural, technological and financial
leverage
hydrogen-ammonia
ventures, electric-vehicle and solar exports,
equity stakes secured through the Silk
Road Fund, pipeline and stockpiled supply
Africa and South
America, and the self-reliance agenda of

S ino
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sustained neutrality by

for military  engagement:

and renewable

from Central Asia,

the Fifteenth Five-Year Plan. It concludes
that such preparedness allowed the China-
GCC relationship to be maintained through
shared solutions, while cautioning that
unless the Gulf diversifies its income
before Chinese self-sufficiency matures,
welfare losses will follow.

Keywords: China-GCC relations, Strait of
Hormuz, energy security, Belt and Road
Initiative, soft power, diversification and
risk hedging, Vision 2030

Introduction

The Hormuz Strait is one of the world's
most valued passageways for commodity
ships, transferring about 20% of global oil
trade flows (Butler et al., 2026) from the
Gulf Cooperation Council countries and
Iran to its beneficiaries, amongst whom
China is a major importer of about 50% of
crude oil going through the affected area
(Center on Global Energy Policy at
Columbia University SIPA, 2026).

The country, however, played as one of the
most neutral political members in the USA
and Israeli conflict with Iran, and seemed
unchallenged to the strait's eventual war-
driven closure starting from March 4,
2026.

Volume 1, Issue 1
Sino-Gulf Institute



China's neutrality is suggested to have
stemmed from a plethora of reasons. One
of which is constituted by China’s ties to
Iran, with whom a deal was signed in 2021
for a 25-year comprehensive strategic
partnership agreement for trade and
partnership networks within the energy
industry (Arab Gulf States Institute,
2025b). Iran was, however, responsible for
the majority of attacks on GCC soil,
bombarding their territory aiming at US
bases and causing civilian casualties in the

region (Amnesty International, 2026).

On the other hand, China's long-term
conflict with the USA and its strategic ties
to the Gulf region through the Belt and
Road
involvement. That is based on the ties to
the the 2030
programme and the GCC’s partnership
within the oil trade.

Initiative called for immediate

fulfilment of Vision

Those great diplomatic relations and
energy codependence lead to a question:
How does China pivot between its
neutrality and upholding of commitment to
the development and bilateral partnerships

of the GCC nations?

Relationship with GCC before conflict

China stands at the forefront of global
production of green infrastructure, utilising
the high-tech which
include renewable energy plants
sustainable urban development initiatives.
Pushing the adoption of such, under the
wing of the Green Silk Road Initiative, has

S ino
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most solutions,

and

led to major deals, such as the mergers and
cooperations amongst the biggest energy
firms like Chinese Sinopec and Saudi
ACWA Power to build the world’s largest
hydrogen-ammonia plant in Saudi Arabia
on August 26, 2025 (Arab Gulf States
Institute, 2025a). Furthermore, another
initiative - China’s Silk Road Fund -
provides firms with financial incentives for
growth, while requiring ownership of debt-
equity instruments. Most famously,
requiring a 49% stake in ACWA Power
RenewCo in Saudi Arabia (Arab Gulf
States Institute, 2025a), installing China's
soft power in the region using collateral
and partnerships. The examples show that
China, leveraging its comparative assets,
has offered its technological acumen to be
used for the improvement of efficiency for

local firms and the GCC’s energy
resilience in return for ownership, or as a
hedge for China's power safety,

strengthening economic and political ties.

Those business relationships and economic
agreements present themselves as an
opportunity for potential collaborations.
The Chinese comparative advantage lies in
technology, which has long established the
country as a frontrunner in EVs. China’s
automobile industry exports to the Gulf
countries, lowering GCC’s reliance on oil,
allowing them to step into the petrol-free
perspective. The EVs are said to aid in
achievement of the SDG11 goal (Alanazi
& Alsaleh, 2025), and are becoming more
accessible with Chinese manufacturers
expanding across the Gulf (Raffoul &

Volume 1, Issue 1
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Lahham, 2026). China itself has long been
dominated by EVs, which are 80% of cars
produced overall (International Energy
Agency, 2025).

Despite petrol diversion, China has
large amounts in energy
cooperation in countries involved in the
Belt and Road Initiative, far from sea
routes, such as Kazakhstan (Schagerl &
Soldo, 2023) or Turkmenistan (Xinhua,

2026a), where oil pipelines are used as

invested

delivery methods. Diverse suppliers have
also been cited as coming from African
(Institute of Developing Economies Japan
External Trade Organization [IDE-
JETRO], n.d.) or South American countries
(Eshetu, 2026). Additional oil reserves had
been gathered by the use of stockpiling,
accounting making up for a lasting shock-
cushioning large reserve, insulating market
fluctuations.

Hormuz tensions

China, way before the conflict started, had
established its presence in the Gulf as a
soft supporting  the
economically and forming
transcending military conflicts. While the
US, on the other hand, starting the conflict,
was holding the seemingly upper hand,
using its military power to put economic

POwEer, dread

ties,

pressure on the geographic area, using
power to provide security guarantees and
causing political disruption (Britannica,
2026). The key element of energy
diplomacy for China was the introduction

S ino
ulf
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of infrastructural and financial support,
creating a shared vision among the key
players of the oil trade. All to indicate the
lesser need for military action from China's
side. Given that the US focused on catering
to hard power and military action to assert
dominance amongst key players of the oil
industry, the conflict not only
concentrated between the USA-Israel and
Iran, yet spread with attacks to the whole
region.

was

However, a major counterargument to
China being ‘only a holder of soft power’
are the reasons standing behind its
financial leverage. The help could be seen
as a way of making the ‘economic debtor’
industrially interdependent and coerced
into strategic investments and deals. Its
positioning using industry as collateral
stipulates a high level of risk management,
therefore hedging the harmful nature of the

conflict, making it seemingly neutral.

Actions throughout the conflict

China has been diversifying its portfolio
with commissioning additional power
plants in South Africa, building the largest
single-capacity power station on February
10, 2026 (GAMKO, 2026). It has also been
reported that amidst the conflict, the
country has also been making green energy
deals, with Serbia building a large-scale
wind power plant project reported on June,
24th (Huaxia, 2026).

Furthermore, beyond outside-Gulf
ventures, China has also issued the “15th

Volume 1, Issue 1
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Five-Year Plan" for years 2026 to 2030 on
June 25, 2026, calling for clean, low-
carbon, majorly self-reliant and
controllable power generation on a national
scale, driven by the call for independence
and faster improvement using complex
high-tech energy infrastructure (Xinhua,
2026b). Suggesting its pivot towards
domestic supply and demand dynamics,
rather than reliance on foreign goods. The
announcement of the plan, as well as
accelerating renewable energy portfolio-
creation may have intensely underlined
China's perspective on the
conflict, alluding to the idea of partial
disconnection and creation of its own
venture beyond oil.

Hormuz

Significance for old partnerships

China’s shift to self-reliance could be a
major concern for its partners, signifying
divergence relationships.
However, the aforesaid agreements are
largely uprooted in major exports of
technology like EVs and solar panels
needed for the GCC to diversify their
reliance on oil and trade after the crisis.
Chinese banks support industries across
Asia, allowing for additional capital and
supporting foreign businesses. Meanwhile,
China keeps its presence as a major

from initial

exporter of its comparatively advantageous

assets in electronics and machinery,
continuing to collaborate with major firms
across GCC and up-keeping its
geopolitical influence as the Gulf’s soft

power. The GCC, on the other hand,

S ino
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provides the crude material and supports
diplomatic terms and energy security. The
largest importer of their goods being the
connector amongst the diversified, puzzled
but interconnected world.

Implications for the GCC

The
countries outside of the Gulf is not a direct
threat, yet it is rather a testament to the
growth of the Belt and Road Initiative, as
the diversification allows for hedging for
risk. Besides, the risk-factor allowance for

significance of investments in

renewable energy has been a key driver for
global welfare and affordability of energy
and lowering prices (Kuo, 2026).

However, China, after having announced
its “15th Five-year Plan" denotes its
commitment for quick progression of their
plan for self-reliance, meaning pushing
away from the need for oil imports. That,
on a par with income diversification from
the GCC, would imply that change needs
to be done seamlessly and simultaneously.
If the Gulf does not diversify its income
before China succeeds with their plan, it
will mean welfare losses. The strategic
influence of China is retained as the ‘safety
net’ of the region, having two superpowers
competing over assets of the same area,
given the US-China balance of relatively
soft and hard power.

China's influence goes way further than
impacting the two areas. Collaboration
between the GCC and China sparks growth
opportunities, the

using newest
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technologies to improve efficiency and
own operations, sparking opportunities for
faster diversification from oil. However,
often it appears the foreign appliances used
are prone to less flexibility and more
conditions than domestic ones, inciting
GCC businesses to keep up with their
Chinese  counterparts, as seen

incentives like Khalifa Fund or Hub71.

via

Conclusion

The between its
neutrality and up-keeping of commitment
to the development and bilateral loyalty of
the GCC nations is rooted in strategic
relationships and  bilateral
exchange. China keeps its neutrality by
avoiding military conflict, focusing on
supporting areas of interest and forming
long-term bonds to cater to its own
interests via external partnerships. The
countries, including those of the GCC
providing commodities, gain diplomatic
support, inimitable acumen and efficient
progression in their goals to then gather
nationwide welfare. Joint initiatives, such
as the Belt and Road, diversify risk and are
a benefit in the situations of worldwide
China, throughout the Hormuz
crisis, was well prepared and, through the
use of shared solutions, was able to
maintain the relationship with the GCC.

way China pivots

business

Crisis.
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Diplomacy and the

Reshaping of

the China-Gulf

Relationship: Historical Evolution and the Foundations of a

New Diplomatic Partnership

Albert Jose Mendez Perdomo

Abstract: This article examines how
diplomacy, rather than energy trade alone,
has reshaped relations between the
People's Republic of China and the
member states of the Gulf Cooperation
Council over the past four decades.
Situating that question historically, it traces
the evolution of engagement from Cold
War distance and late normalisation,
through the creation of the China—Arab
States Cooperation Forum in 2004 and the
protracted  China—GCC Trade
Agreement negotiations, to the December
2022 Riyadh summits and the March 2023
Saudi—Iranian rapprochement brokered in
Beijing. The analysis proceeds as a
qualitative, historically grounded reading

of China's partnership diplomacy, its Five

Free

Principles of Peaceful Coexistence and
doctrine of non-interference, and the Belt
and Road, Global Development and Global
Security  Initiatives, set  alongside
scholarship on Gulf strategic hedging. It
argues that
economic

comprehensive strategic partnership resting
on institutional engagement, political trust
and pragmatic cooperation,
influence without assuming the security

Beijing has converted

interdependence  into a

pursuing

responsibilities long associated with the
United States, while Gulf governments

S ino
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have embraced that partnership to diversify
their  international relationships and
preserve strategic autonomy. The article
concludes that China's regional weight
remains economic  and
technological rather than military, and that
its durability will depend on sustaining
balanced neutrality amid intensifying
great-power competition and persistent

regional instability.

diplomatic,

Keywords: Gulf
Cooperation Council (GCC), partnership
diplomacy, strategic hedging, Belt and
Road (BRI), Saudi-Iran
rapprochement, non-interference

China—Gulf relations,

Initiative

Introduction

The diplomatic relationship between the
People's Republic of China and the
member states of the Gulf Cooperation
Council (GCC) has undergone a profound
transformation over the past four decades.
Once characterized by limited political
engagement and modest commercial
interaction, China—Gulf
evolved into one of the most significant
partnerships shaping the geopolitical
landscape of the twenty-first century.
While energy cooperation initially served

as the principal driver of engagement,

relations have

diplomacy has increasingly become the
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foundation upon which broader political,
economic, technological, security
cooperation is built. Through strategic
partnerships, multilateral dialogue, and a
foreign policy emphasizing sovereignty
China
established itself as a central diplomatic
actor in the Gulf without assuming the
traditional security responsibilities long
associated with the United States.

and

and non-interference, has

The growing importance of diplomacy
reflects broader changes in both regional
and The Gulf
monarchies have sought to diversify their
foreign partnerships in response to an
increasingly

international  politics.

uncertain international
environment, while China has expanded its
global through
initiatives such as the Belt and Road
Initiative (BRI) and the Global Security
Initiative (GSI). Rather than pursuing
both sides

adopted pragmatic diplomatic strategies

diplomatic ambitions

exclusive alliances, have

centered on mutual economic
development, political consultation, and
institutional cooperation. This approach
has enabled Gulf states to maintain close
security ties with Washington while
simultaneously deepening political and
economic engagement with Beijing
(Fulton, 2021).

China's successful facilitation of the
restoration of diplomatic relations between
Saudi Arabia and Iran in March 2023
illustrated this transformation. Although

Beijing has traditionally avoided direct

S ino
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involvement in Middle Eastern political
disputes, its role in hosting negotiations
between two of the region's principal rivals
demonstrated a growing willingness to
contribute  diplomatically to regional
stability when its strategic interests align
with  opportunities constructive
engagement (Alterman, 2023). The
agreement did not replace existing regional
security structures but highlighted China's

emergence as a credible diplomatic broker

for

capable of facilitating dialogue among
competing regional powers.

This essay argues that diplomacy has
fundamentally reshaped the China—Gulf
relationship by transforming economic
interdependence
strategic
institutional engagement, political trust,
and pragmatic cooperation. Rather than
challenging the existing international order
through military competition, China has

into a comprehensive

partnership characterized by

pursued influence through sustained
diplomatic engagement, strategic
partnerships, and respect for national

sovereignty. Simultaneously, Gulf states
have embraced this diplomatic relationship
as part of broader strategies designed to
diversify international partnerships while
preserving strategic
increasingly multipolar world.

autonomy in an

Historical Evolution of China—Gulf
Diplomacy

Modern diplomatic relations between

China and the Gulf developed relatively
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late compared to Beijing's relationships
with many other regions. During much of
the Cold War, ideological differences,
limited trade, and geopolitical divisions
constrained political engagement between
China and the Arab monarchies. Several
Gulf
recognition of the Republic of China
(Taiwan) until the 1970s and 1980s, while
Beijing's
offered
political cooperation with conservative

states  maintained  diplomatic

revolutionary foreign policy

limited incentives for closer

monarchies.

The normalization of diplomatic relations
accelerated during China's
reforms under Deng Xiaoping. As China's
modernization generated rapidly growing

economic

energy demand, the Gulf emerged as a
strategically important region capable of
supplying long-term oil and natural gas
imports.  Saudi  Arabia  established
diplomatic relations with China in 1990,
completing Beijing's diplomatic
recognition among all GCC member states
and marking an important milestone in

bilateral relations (Fulton, 2021).

Unlike many Western powers, China
approached the Gulf without a colonial
legacy or history of military intervention.
Beijing consistently emphasized the Five
Principles of Peaceful Coexistence—
mutual respect for sovereignty, mutual
non-aggression, non-interference in
internal

benefit, and peaceful coexistence. These

affairs, equality and mutual

principles resonated strongly with Gulf
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governments, which frequently expressed
concerns regarding external intervention
and regime security. China's diplomatic
messaging therefore complemented Gulf
leaders' preference for
that

structures

political
partnerships respected domestic
governance while

public criticism of internal political affairs.

avoiding

Economic cooperation quickly reinforced
diplomatic engagement. Throughout the
1990s and early 2000s, China's growing
dependence on energy
significantly expanded bilateral trade. The
Gulf supplied increasing volumes of crude
oil essential to sustaining China's
industrialization, while Chinese companies

imported

participated in infrastructure development
across the region. This mutual economic
dependence gradually encouraged more
frequent diplomatic exchanges, ministerial
meetings, and institutional dialogue.

The establishment of the China—Arab
States Cooperation Forum (CASCF) in
2004 represented one of the earliest efforts
to institutionalize China's
engagement with the broader Arab world.
The forum created regular mechanisms for
consultation across political, economic,

diplomatic

cultural, and security issues, reflecting

Beijing's preference for multilateral
diplomacy rather than exclusive bilateral
alliances. Although CASCF encompasses
all members of the Arab League, the Gulf
states  rapidly = became its  most

economically  significant  participants
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because of their energy resources and
investment capacity.

China further expanded institutional
diplomacy through negotiations with the
Gulf Cooperation Council on a China—
GCC Free Trade Agreement. Although
negotiations progressed slowly over many
years, they reinforced sustained diplomatic
engagement between both sides. Regular
ministerial meetings created opportunities
to discuss not only trade, but also regional
security, investment policy, technological
people-to-people
exchanges. According to Jonathan Fulton
(2019), these diplomatic mechanisms
helped transform the relationship from

transactional energy cooperation into a

cooperation, and

broader strategic partnership built upon

political ~ consultation and  mutual

confidence.

Strategic Partnership Diplomacy

One defining characteristic of China's
foreign policy is its extensive use of
strategic partnerships rather than formal
military alliances. Unlike alliance systems
that involve collective defence
commitments, China's partnership
diplomacy emphasizes flexible political
cooperation tailored to the interests of
individual states. This approach has proven

often

particularly attractive to Gulf governments,
which international
relationships becoming
exclusively aligned with any single major
power.

seek diversified
without
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China established
strategic partnerships with several Gulf
countries, including Saudi Arabia and the
United Arab Emirates. These partnerships
provide
cooperation across diplomacy, investment,

has comprehensive

institutional ~ frameworks for
infrastructure, education, scientific
research, emerging technologies.
Importantly, they do not require exclusive
political alignment or security
commitments. Instead, they facilitate
high-level consultations
allowing  both  parties  considerable

diplomatic flexibility (Fulton, 2019).

and

regular while

The comprehensive strategic partnership
between China and Saudi Arabia illustrates
this evolving diplomatic model. High-level
visits by President Xi Jinping and Saudi
produced
agreements spanning energy cooperation,
digital infrastructure, renewable energy,
logistics, artificial intelligence, and cultural
exchange. During President Xi's visit to
Riyadh in 2022, China
simultaneously participated in the China—
Saudi Summit, the China—GCC Summit,

leaders have numerous

December

and the China—Arab States Summit,
demonstrating ~ Beijing's  effort  to
institutionalize diplomacy at multiple

regional levels rather than relying solely on
bilateral engagement.

This multilayered diplomatic architecture
reflects China's broader
multipolar international relations. Beijing
frequently emphasizes that international

vision of

governance should accommodate multiple
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centres of influence while respecting
national sovereignty. Gulf governments
have generally welcomed this perspective
because it complements their own efforts
to expand strategic amid
intensifying competition between the
United States and China. Rather than
choosing between competing powers, Gulf
states increasingly pursue what scholars
describe  as  "strategic = hedging"—
maintaining strong relationships with

powers simultaneously

autonomy

multiple major
(Fulton, 2021).

Diplomatic engagement has therefore
become far more than an extension of
economic cooperation. Instead, it functions
as an independent pillar of the China—Gulf
relationship, facilitating dialogue on
regional security, technological standards,
infrastructure  connectivity, educational
exchange, and international governance.
The institutionalization of diplomacy has
strengthened mutual political trust while
creating mechanisms capable of managing
disagreements  without fundamentally
disrupting broader cooperation. As a result,
China and the Gulf states have constructed
a relationship distinguished less by formal
than by

consultation, pragmatic problem-solving,

alliances sustained political
and long-term strategic planning, setting
the stage for an increasingly influential
partnership the
international order.

within evolving
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China's Diplomatic Vision and the Gulf

China's diplomatic engagement with the
Gulf has evolved beyond traditional
bilateral relations into a comprehensive
strategy that reflects Beijing's broader
vision of international order. Rather than
relying on military alliances or ideological
partnerships, China has promoted a model
centered on economic cooperation,
political consultation, and respect for
sovereignty. This diplomatic
philosophy has resonated strongly with
Gulf states,
increasingly
diversification and balanced engagement
with multiple global powers. As a result,
diplomacy has become the principal

mechanism through which China has

national

whose foreign policies

emphasize strategic

expanded its influence in the Gulf while
avoiding direct confrontation with existing
regional security arrangements.

A defining feature of China's approach is
the principle of non-interference in the
domestic affairs of sovereign states. Since
the establishment of diplomatic relations
with  Gulf Beijing  has
consistently avoided public criticism of
domestic political systems or internal
Instead, Chinese
leaders emphasize mutual respect, equality,

countries,

governance issues.
and shared development. This approach
differs from the foreign policies of many
Western  governments, which  have
frequently linked diplomatic engagement
to governance reforms, democratization, or
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human rights For Gulf
governments, China's position offers a
partnership  that  prioritizes  political
stability and development

without attaching ideological conditions to

concerns.

economic

cooperation (Fulton, 2021).

China's diplomatic strategy also reflects its
aspiration to promote a more multipolar
international system. Chinese
policymakers argue that global governance
should not be dominated by a single power
but instead should accommodate multiple
centers of influence capable of cooperating
through  dialogue
institutions. This perspective has become
to Gulf states
seeking greater strategic autonomy amid
intensifying competition between the
United States and China. Rather than
replacing Washington as their principal
security partner, Gulf governments have
expanded diplomatic engagement with
Beijing to diversify their international

and international

increasingly attractive

relationships and reduce dependence on
any single external actor (Gurol-Haller,
2023).

The announcement of the Belt and Road
Initiative (BRI) in 2013 significantly
accelerated this diplomatic transformation.
While often described primarily as an
infrastructure and investment program, the

BRI also functions as a diplomatic
framework  through  which  China
strengthens long-term political

relationships. The Gulf occupies a central
geographic position within the initiative,
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linking Asia, Africa, and Europe through
maritime trade and logistical
corridors. Consequently, Beijing has
prioritized diplomatic engagement with
Gulf governments to facilitate cooperation

routes

on ports, industrial zones, transportation

infrastructure, telecommunications,
renewable  energy, and  financial
connectivity.

The diplomatic significance of the BRI
extends beyond physical infrastructure.
Major projects require sustained political
coordination, regulatory cooperation, and
high-level dialogue, encouraging regular
interaction between Chinese and Gulf
officials. Joint commissions, ministerial
meetings, and investment forums have
become institutionalized  mechanisms
through which
relationships
process has

cooperation

broader
strengthened.
transformed
foundation  for
engagement,
include

political
This
infrastructure

dre

into a
comprehensive diplomatic
expanding  discussions  to

technology = governance, educational
exchange, public health, environmental

sustainability, and regional security.

China's diplomatic vision has also been
reinforced through newer global initiatives
proposed by President Xi Jinping. The
Global (GDI),
announced in 2021, emphasizes poverty

Development Initiative
reduction, sustainable development, food
security, climate resilience, and
international cooperation. Although global
in scope, many of its objectives align
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closely with the economic diversification
strategies pursued by Gulf governments
under programs such as Saudi Arabia's
Vision 2030 and
development agendas in the United Arab

similar  national
Emirates and Qatar. Shared priorities have

created additional opportunities  for
diplomatic collaboration beyond traditional

energy relations.

Similarly, the Global Security Initiative
(GSI), 2022,
Beijing's effort to present an alternative

introduced in reflects

framework for international
cooperation. The initiative emphasizes
dialogue, political consultation, conflict
and respect for national
sovereignty rather than military alliances

security

prevention,

or coercive intervention. While the GSI
remains relatively new and its long-term
influence remains uncertain, its principles
correspond closely with China's diplomatic
messaging in the Gulf. Beijing presents
itself as a facilitator of dialogue rather than
arguing  that
sustainable stability ~ should
emerge through negotiations and mutual
confidence-building rather than external
intervention.

a military guarantor,
regional

China-GCC Institutional Diplomacy

The
relations between China and the Gulf

institutionalization of diplomatic

Cooperation Council represents one of the
significant ~ developments  in
contemporary  China—Gulf  relations.
Although bilateral partnerships remain

most
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important, both  sides
recognize the value of regional institutions
capable of coordinating policy across

multiple sectors. Institutional diplomacy

increasingly

has therefore become an essential
mechanism for expanding political
dialogue while supporting long-term

economic and strategic cooperation.

China formally established relations with
the GCC shortly after the organization's
1981, but
accelerated considerably during the early

creation in engagement
twenty-first century. Negotiations toward a
China—GCC Free Trade Agreement began
in 2004, reflecting the growing importance
of bilateral commerce and investment.
Although negotiations have experienced
periods of delay, they have provided an
enduring platform for regular diplomatic
engagement. Ministerial meetings have
enabled officials to discuss not only trade

liberalization but also customs
cooperation, digital commerce, energy
security, investment regulation, and

regional political developments.

The December 2022 China—GCC Summit
in Riyadh represented a milestone in
institutional diplomacy. For the first time,
President Xi Jinping met collectively with
leaders of all six GCC member states
under a formal summit framework
dedicated exclusively to China—GCC
cooperation. The summit produced a joint
statement emphasizing expanded
collaboration across energy, finance, digital

technology, infrastructure development,
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artificial environmental
protection, public health, education, and
cultural exchange. Rather than announcing
a military alliance or exclusive geopolitical
bloc, both their

commitment to comprehensive strategic

intelligence,

sides  reaffirmed
cooperation based upon mutual benefit and
respect sovereignty (Ministry of
Foreign Affairs of the People's Republic of
China, 2022).

for

The the
increasingly sophisticated nature of China—

summit also demonstrated
Gulf diplomacy. Rather than focusing
exclusively on energy exports, discussions
reflected the diversification of Gulf
economies and China's own transition
toward advanced manufacturing, digital
innovation, and renewable technologies.
Cooperation
emerging sectors such as cloud computing,
smart cities, electric vehicles, green
hydrogen, and technology.
Diplomatic institutions therefore facilitate

increasingly = encompasses

financial

policy coordination across a far broader
range of issues than was conceivable only
two decades earlier.

Institutional diplomacy has also expanded
through the China—Arab States
Cooperation Forum (CASCF), established
in 2004. Although the forum includes all
the Arab League, Gulf
countries have assumed a particularly
prominent role due to their economic
significance and strategic location. CASCF
organizes regular ministerial conferences,

members of

expert meetings, business  forums,
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academic and  cultural
initiatives that reinforce political dialogue
while encouraging cooperation between
governmental and  non-governmental

actors. These activities

exchanges,

contribute to

mutual understanding and strengthen
diplomatic relationships beyond traditional

state-to-state interactions.

Scholars frequently describe this approach
as strategic hedging; whereby smaller and
middle powers
dependence on any single external actor.

avoid excessive
The Gulf monarchies continue to rely
heavily on the United States for defence
cooperation, advanced military
capabilities, and regional deterrence. At the
same time, they increasingly view China as
economic

an indispensable partner,

technology investor, and diplomatic
Beijing, for its part, has
accepted this arrangement, recognizing that
attempting to replace the United States

militarily would be

interlocutor.

both costly and

unnecessary. Instead, China has
concentrated on expanding diplomatic
influence through economic

interdependence, institutional engagement,
and political trust, thereby reshaping the
regional diplomatic landscape without
fundamentally altering its existing security
architecture.

The Saudi-Iran Rapprochement and
China's Emerging Diplomatic Role

The restoration of diplomatic relations
between Saudi Arabia and Iran in March
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2023 marked a watershed moment in
Middle diplomacy
significantly elevated China's international
diplomatic profile. After seven years of
severed

Eastern and

relations, officials from both
countries announced in Beijing that they
had agreed to reopen embassies, restore
diplomatic ties, and implement previous
security cooperation agreements. While
Irag and Oman had hosted earlier rounds of
dialogue between the two regional rivals,
China's decision to facilitate the final
negotiations demonstrated Beijing's
increasing  willingness to play a
constructive political role in the Gulf when
opportunities aligned with its broader

strategic interests (Alterman, 2023).

China's involvement represented a notable
departure from its traditionally cautious
diplomatic posture in the Middle East. For
decades, Beijing largely avoided direct
mediation in regional conflicts, preferring
instead to maintain productive relations
with all parties
economic cooperation. This policy allowed
China to cultivate close partnerships
simultaneously with Saudi Arabia, Iran, the
United Arab Emirates, Qatar, and other
regional actors despite their competing

while emphasizing

geopolitical interests.

Several factors explain why China was
able to assume this diplomatic role. First,
Beijing enjoys significant
relationships with both Saudi Arabia and
Iran. Saudi Arabia remains one of China's

economic

largest suppliers of crude oil, while Iran
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occupies an important position within
China's broader regional strategy despite
international sanctions. Because China
maintains substantial commercial ties with
both governments, it possesses incentives
to encourage regional stability and reduce
tensions that could threaten energy markets
or disrupt international trade.

Second, China's diplomatic credibility
stems partly from its longstanding
emphasis on political neutrality and non-
interference. Unlike external powers that
have participated directly in
conflicts or military interventions, Beijing
presents itself as a partner primarily
interested in economic development and
Although
question  whether

regional

peaceful coexistence. some

observers complete
neutrality is possible for any major power,
China's reputation for avoiding ideological
confrontation has contributed to its
acceptance as a diplomatic facilitator by
multiple governments across the Middle

East (Gurol-Haller, 2023).

The agreement also reflected broader
geopolitical trends rather than a sudden
transformation in China's foreign policy.
Gulf governments increasingly
diversified their international partnerships

have

in response to shifting global power
dynamics, while China has expanded its
diplomatic presence through initiatives
promoting dialogue and multilateral
The Beijing negotiations
therefore emerged from years of gradually

cooperation.
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strengthening political relationships rather
than an isolated diplomatic initiative.

Nevertheless, analysts caution against
overstating China's achievement. The
normalization agreement did not resolve
the strategic ~ competition
between Saudi Arabia and Iran, nor did it

underlying

eliminate disagreements regarding Yemen,
regional proxy conflicts, or broader
questions of regional influence. Instead, it
through which
diplomatic communication could resume,

created a framework

and tensions could be managed more
effectively. As Alterman (2023) argues,
China's success lay less in resolving
longstanding disputes than in providing an
acceptable venue and political environment
in which both parties could formalize
decisions already supported by extensive
prior negotiations.

The diplomatic the
agreement therefore extends beyond the
immediate restoration of bilateral relations.
It demonstrated that China possesses
growing diplomatic capital within the Gulf

significance of

and that regional governments increasingly
view Beijing as a credible participant in
political dialogue. At the same time, China
carefully avoided assuming responsibility
for enforcing the agreement or replacing
existing regional security structures. This
Beijing's  broader
preference for facilitating diplomacy while
minimizing long-term military or security
commitments.

restraint  reflects
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Challenges and Limitations

Despite the
China—-Gulf diplomacy, the relationship
continues to face important constraints that
limit Beijing's regional influence. The most
significant challenge

remarkable expansion of

is the continued
dominance of the United States as the
Gulf's

American

principal  security
military ~ bases,
agreements, intelligence cooperation, and

advanced weapons systems remain central

provider.
defence

components of Gulf security architecture.
China has shown little indication that it
intends to replace these commitments,
recognizing both the financial costs and
political risks associated with assuming
comparable responsibilities.

Consequently, China's influence remains
strongest in diplomacy, trade, investment,
infrastructure, and technology rather than
hard security. Gulf governments similarly
distinguish  between their economic
partnerships with China and their
longstanding defence relationships with the
United States. This division allows them to
benefit from both relationships while
avoiding an exclusive alignment with
either major power.

China must also balance relationships
among regional rivals whose interests do
not always align. Maintaining productive
diplomatic ties simultaneously with Saudi
Arabia, Iran, Israel, Qatar, and the United
Arab Emirates requires careful political
management. Any perception that Beijing
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Favors one actor over another could
undermine the balanced diplomacy that has
become one of its principal regional
advantages.

Finally, uncertainty surrounds the long-
term implementation of China's newer
diplomatic initiatives, including the Global
Security Although
proposals emphasize dialogue,
respect, and cooperative security, many

Initiative. these

mutual

governments continue to seek greater
clarity regarding their practical application.
will  determine

Future developments

whether these initiatives evolve into
durable diplomatic institutions or remain
primarily conceptual frameworks guiding

China's foreign policy rhetoric.

Prospects

The future of China—Gulf diplomacy will
largely depend on the ability of both sides
to adapt to an increasingly complex
international environment characterized by
geopolitical competition, technological
transformation, and evolving patterns of
economic interdependence. Although the
relationship from mutual
interests in energy security and trade, it has
expanded into a  multidimensional
partnership  encompassing diplomacy,

finance, infrastructure, digital technology,

originated

renewable energy, education, and cultural
exchange. As both China and the Gulf
states national

diplomatic

ambitious
strategies,

pursue
development
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cooperation is likely to become even more
institutionalized over the coming decade.

One of the strongest drivers of future
cooperation is economic diversification.
Gulf governments have adopted long-term
development programs aimed at reducing
revenues

dependence on hydrocarbon

while investing heavily in advanced
manufacturing, logistics,

intelligence, tourism, renewable energy,

artificial

and knowledge-based industries. China's
technological capabilities, manufacturing
expertise, and investment capacity position
it as an attractive partner in achieving these
objectives.  Consequently,  diplomatic
engagement will continue to facilitate
agreements extending beyond traditional
economic

oil exports toward broader

modernization.

Climate change and energy transition also
create  opportunities  for  expanded
diplomatic cooperation. Although oil and
natural  gas
components of the bilateral relationship for
the foreseeable future, both China and Gulf
countries have increased investments in
renewable energy, hydrogen production,
carbon  capture  technologies,  and
sustainable infrastructure. China has
emerged as a global leader in solar panel

will remain important

manufacturing, electric vehicles, and
battery technology, Gulf
governments have announced ambitious
plans to become major producers of clean
energy. Diplomatic institutions provide

through  which

while

mechanisms these
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complementary interests can be translated
into long-term partnerships supporting
global climate objectives.

At the multilateral level, China and Gulf
states are likely to increase coordination
within international organizations
addressing global economic governance,
sustainable development, and international
finance. China's growing participation in
institutions such as the Shanghai
Cooperation Organisation and the BRICS
grouping, together with the accession of
several Gulf states to expanded multilateral
forums, reflects a broader trend toward
diversified international = engagement.
Although these institutions do not replace
existing global organizations, they provide
additional venues through which China
and Gulf governments can coordinate
positions on issues including development
financing, trade governance, climate

policy, and regional stability.

Several uncertainties will shape the future
China—-Gulf
Strategic competition between China and
the United States is expected to remain a
defining feature of international politics,
potentially ~ complicating diplomatic
decision-making for Gulf governments.
While  Gulf
successfully pursued strategic hedging,
could generate stronger
pressure to align more closely with one
major power or the other. Maintaining
balanced

trajectory  of diplomacy.

states have thus far

future crises

relationships  will therefore

require increasingly sophisticated
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diplomacy capable of preserving national
autonomy without undermining existing
partnerships.

Regional remains an

enduring concern. Conflicts in Yemen,

instability also

tensions surrounding Iran's regional
activities, maritime security in the Persian
Gulf, and broader geopolitical rivalries
continue to threaten regional stability.
Although China has demonstrated its
capacity to facilitate diplomatic dialogue, it
has shown limited willingness to assume
direct responsibility for regional security.
Consequently, the long-term success of
China's diplomatic strategy will depend
upon its ability to contribute constructively
to conflict prevention while maintaining
the neutrality that has become one of its

principal diplomatic strengths.

Conclusion

China—Gulf
of the most

transformation  of
represent
significant developments in contemporary
international diplomacy. What began as a

The

relations one

relationship primarily centred on energy
trade has evolved into a comprehensive
strategic partnership supported by regular
political consultation, institutional
cooperation, and expanding diplomatic
engagement. Through a foreign policy
emphasizing sovereignty, non-interference,
mutual
cooperation, China has established itself as
an influential diplomatic actor across the
Gulf without relying upon

development, and pragmatic

military
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alliances or extensive security

commitments.

China's partnership diplomacy has proven
particularly attractive to Gulf governments
seeking to diversify their international
relationships while preserving strategic
autonomy. Rather than replacing traditional
alliances, Beijing has complemented
existing regional diplomatic structures by
providing additional for
economic technological

opportunities
cooperation,
collaboration, and political dialogue. The
institutionalization of relations through
such as the China—GCC
Summit the China—Arab States
Cooperation Forum demonstrates that
diplomacy has become a permanent and

mechanisms
and

increasingly sophisticated component of
bilateral engagement.

The 2023 of diplomatic
relations between Saudi Arabia and Iran
further illustrated China's growing political
influence. Although Beijing did not resolve

restoration

the underlying causes of regional rivalry,
its successful facilitation of negotiations
demonstrated that it possesses the
diplomatic  credibility = necessary to
encourage dialogue among competing
regional actors.
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From the US-Israel War on Iran to the MoU: Rethinking
China—Gulf Cooperation in a Changing Regional Order

Haoren Fang

Abstract: This article examines how the
2026 war involving the United States,
Israel and Iran, and the interim
Memorandum of Understanding (MoU)
concluded in Islamabad in June 2026,
reshape the strategic calculus underpinning
China-Gulf cooperation. Taking the
conflict and its immediate aftermath as its
case, the analysis is framed around China's
long-standing  strategy  of

with competing
actors, reading policy statements, shipping
and oil export data, and the secondary
literature  on  Beijing's  partnership
diplomacy against the conduct of the war
itself. It identifies an asymmetry at the
heart of that strategy: while the Gulf states
remain important economic, technological
and diplomatic partners, Iran demonstrated
a distinctive capacity to shape the regional
environment upon which Chinese interests
depend, sharply reducing traffic through
the Strait of Hormuz, extending
uncertainty into the Bab el-Mandeb
corridor, and contributing to a decline of
approximately 61 percent in the oil exports
of eight major Middle Eastern producers.
Neither their
external security partners proved able to

balanced

engagement regional

Gulf governments nor

neutralise this leverage, exposing the limits

of military responses and endangering the
stable which  Gulf
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environment on

diversification agendas rest. The article
argues that this shared vulnerability creates
grounds for deeper China-Gulf
cooperation, and concludes that durable
stability depends less on deterrence than on
constructing an inclusive regional order
that incorporates rather than isolates Iran.

China-Gulf relations,
balancing strategy, regional security order,
Strait of Hormuz,
Council (GCC), economic diversification

Keywords: Iran,

Gulf Cooperation

1. Introduction

Although the June 2026 Islamabad
Memorandum of Understanding (MoU)
between the United States and Iran
temporarily  halted  hostilities  and

established a framework for further
negotiations (Reuters, 2026), the recent
conflict involving the United States, Israel
and Iran revealed important features of the
region’s evolving strategic landscape.

China,
implications

For these developments carry
that extend beyond the
outcome of the conflict itself. Over the past
two decades, Beijing has expanded its
diplomatic, and political
engagement across the Middle East while

seeking to maintain productive relations

economic,

with a diverse range of regional actors. A
central feature of this approach has been
the pursuit of balanced relations with both
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Iran and Saudi Arabia, two states that
occupy particularly important positions in
China’s regional strategy (Houghton,
2022).

However, the recent conflict highlighted an
important asymmetry. While Gulf states
remain important economic, technological
and diplomatic partners for China, Iran
demonstrated a unique capacity to
challenge the existing regional order and
affect the strategic environment upon
which China’s Middle East strategy
depends. This asymmetry has implications
not only for China’s regional strategy but
also for the Gulf states’ long-term strategic
relevance  within Beijing’s  evolving
approach to the Middle East. As the
conflict demonstrated, maintaining
regional stability is no longer solely a
security issue, it has become a strategic
challenge that both China and the Gulf

states must address together.

2. China’s Balancing Strategy

A defining characteristic of China’s Middle
East policy has been its emphasis on
maintaining constructive relations with a
wide range of regional actors, including
states that are often in competition with
one another (Fulton, 2019). Unlike the
United States, which has traditionally
developed formal security partnerships
with selected regional allies, Beijing has
generally sought to avoid taking sides in
regional rivalries and instead prioritized
broad diplomatic engagement, economic
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cooperation and energy security (Garlick &
Havlova, 2020).

Within this broader strategy, Iran and
Saudi Arabia occupy particularly important
positions. According to the Ministry of
Foreign Affairs of the People’s Republic of
China, Saudi Arabia is China’s largest
trading partner in the Middle East. As the
custodian of Islam’s two holiest sites and a
leading political and economic actor in the
Gulf,
religious,

Riyadh possesses considerable

diplomatic and  political
influence across the region. At the same
time, China and Saudi Arabia have
significantly expanded cooperation in
trade, investment, technology,
infrastructure development and industrial
particularly within the

Vision 2030 and

modernization,
framework of Saudi
China’s Belt and Road
(Almutairi, 2024). Meanwhile,
occupies a distinct geopolitical position. As
one of the region's largest states and the
leading Shia power in the Middle East,
Tehran maintains extensive political and
security networks across several key
regional nodes (IISS, 2018). Although
China’s relations with other Gulf states
have continued to deepen, relations with

Initiative
Iran

both Riyadh and Tehran remain central to
Beijing’s efforts to maintain a balanced
regional strategy and engage with the
Middle East’s most influential powers.
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3. What the War Showed

However, the recent conflict demonstrated
that Iran’s significance within the Middle
East can not be measured solely in energy
or diplomatic terms. More importantly, it
revealed Tehran’s capacity to influence the
broader regional environment in ways few
Middle
Throughout the conflict, [ran demonstrated
an  ability to  generate  strategic
consequences, compelling responses from
regional governments, global powers and

Eastern states can match.

international markets. More importantly,
neither regional nor extra-regional powers
proved capable of neutralizing or
countering this strategic leverage in the
short term.

One of the clearest examples was Iran’s
ability to disrupt maritime trade routes that
underpin the Middle East’s economic
connectivity. During the conflict, shipping
traffic through the Strait of Hormuz fell
According to Reuters,
approximately 120 commercial vessels

dramatically.

transited the Strait of Hormuz each day
before the conflict. During the height of
the crisis, traffic fell dramatically before
partially recovering to only 25 vessels on
18 June following the ceasefire agreement
(Saul, 2026). At the same time, Tehran’s
the Houthis
additional uncertainty around maritime
the Bab el-Mandeb Strait,
extending the conflict’s effects beyond the
Persian Gulf and into the Red Sea corridor.

partnership with created

traffic in
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Since 2023, Houthis have
carried out more than 100 attacks against
commercial vessels (Saul, 2025). These
attacks shipping
companies to reroute vessels around the
Cape of Good Hope,
disrupting one of most
important maritime trade The
conflict also highlighted Iran’s long-range
strike capabilities. Iranian missile and
drone strikes, together with concerns over

November

forced many major

significantly
the world’s
routes.

further escalation, forced several Gulf
producers to curtail output. According to
Reuters, oil exports from eight major
Middle Eastern producers fell from 25.13
million barrels per day before the conflict
to 9.71 million barrels per day during the
height of the crisis, representing a decline
of approximately 61 percent. UAE output
declined by more than half, while Saudi
production fell by around 20 percent
(Ghaddar & Lawler, 2026). Regardless of
the military outcome, Tehran demonstrated
an ability to threaten critical infrastructure
and economic assets across the region.
Such  capabilities  have  significant
implications for foreign investment,
industrial development and
diversification efforts throughout the Gulf.
that
prolonged instability could force Gulf
governments  to
priorities and future financial commitments
(England & Kerr, 2026). For states seeking
to attract international capital and expand

economic
The conflict prompted concerns
investment

reassess

non-oil sectors, the prospect of regional
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escalation introduces significant political,
strategic and economic risks (IEA, 2026).

4. What Gulf States Need to Consider

Over the past decades, Gulf states have
become indispensable partners in the
Middle East for external countries through
energy exports, investment opportunities,
technological cooperation and
infrastructure development. The World
Bank has also highlighted that many Gulf
governments implement
structural promote

continue to
reforms to
diversification and improve the investment
climate (World Bank, 2025). Initiatives
such as Saudi Vision 2030, the UAE’s
ambition to consolidate its position as a
global financial and business hub, and
similar projects across the Gulf all depend
upon a stable and predictable regional
environment capable of attracting long-
term international capital and sustaining
investor confidence.

However, the recent conflict highlighted a
difficult reality for the Gulf states. While
the Gulf security
partnerships with the United States, the
war demonstrated that military operations
have not been sufficient to eliminate the
structural risks posed by regional
confrontation (Guzansky & Tira, 2026).
Neither their
external partners were able to prevent the
disruption of maritime trade routes, attacks
against strategic infrastructure and broader
once hostilities

states have close

Gulf governments nor

economic instability
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between the United States, Israel and Iran
escalated. These risks inevitably extend
beyond the Gulf itself, affecting external
including China, that seek to
expand long-term economic and strategic

actors,

engagement with the region. In this case,
long-term regional instability risks would
slow economic diversification, reduce
investor confidence and ultimately delay
the  implementation of  long-term

development strategies across the Gulf.

From this perspective, the challenge facing
the  Gulf beyond
strengthening military capabilities. More
fundamentally, a strategic question for
Gulf governments is how to balance,
manage, and even reduce the coercive

states extends

leverage that Iran has demonstrated it can

exercise over the regional security
environment. Unless this  structural
challenge can be addressed, future

conflicts between Iran, the United States
and Israel are likely to continue generating
strategic uncertainty that threatens both
regional and global further
undermining the long-term development
ambitions of the Gulf states.

stability,

5. What China Needs to Consider

As mentioned previously, Beijing’s Middle
East strategy has long been characterized
by a strategy of maintaining balanced
relations with multiple regional actors
(Garlick & Havlova, 2020). However, the
recent conflict demonstrated that this
balancing

strategy is  increasingly
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challenged by the asymmetric influence
exercised by different regional actors.

While China and Iran continue to enjoy a
close strategic partnership, the conflict also
revealed an emerging dynamic that Beijing
cannot ignore. Iran’s demonstrated ability
to shape the regional security environment
may increase the strategic costs for Beijing
of overlooking Iran’s role in the regional
order. This creates incentives for Tehran to
leverage its unique strategic position to
greater
resources, economic investment, political
support and strategic attention. The more
Iran can influence the regional
environment upon which China’s Middle
East strategy depends, the more Beijing

encourage Chinese diplomatic

will be compelled to devote additional
strategic
preserving its relationship with Tehran. In
other words, Iran may try to undermine
China’s balancing policy in the Middle
East, leaving China with no choice but to

attention and resources to

bet on Iran.

Over time, this dynamic could place
increasing pressure on China’s long-
standing strategy of maintaining balanced
relations with both Iran and the Gulf states.
Rather than compelling China to make an
immediate choice between competing
regional partners, it gradually raises the
strategic costs of strict neutrality by
increasing Iran’s relative importance in
Beijing’s regional calculations. Managing

this emerging asymmetry may become one
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of the most difficult challenges confronting
China’s Middle East policy.

6. A Shared Interest in Regional
Stability

While the June 2026 MoU temporarily
halted hostilities, it did not remove the
underlying dynamics that continue to make
regional escalation possible. For both
China and the Gulf states, this dilemma
exposes new strategic challenges and also
creates opportunities for deeper China-
Gulf cooperation. Given China’s balanced
relations with both Iran and the Gulf states,
Beijing is uniquely positioned to facilitate
communication, reduce strategic mistrust
encourage practical cooperation
among regional actors. Beijing’s successful
experience has also shown its ability to
facilitate dialogue between regional rivals.
In March 2023, China hosted talks in
Beijing that resulted in the restoration of
diplomatic relations between Saudi Arabia
and Iran after seven years of estrangement.
The agreement illustrated China’s growing
diplomatic credibility with both sides and
showed that Beijing can provide an
alternative platform for regional dialogue
based on political communication rather
than military alignment.

and

Building upon this experience, Gulf states
could work more closely with China to
promote a more inclusive regional security
framework that incorporates rather than
isolates Iran. This framework complements
existing  security  partnerships by
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addressing a dimension of regional
security that military cooperation alone has
so far been unable to resolve. By
expanding dialogue, economic
interdependence and institutional
cooperation, China could help reduce

incentives for coercive behaviour while
creating greater mutual stakes in regional
stability.

For China, such an approach would also
allow Beijing to preserve the balanced
strategy that has
interests while reducing the likelihood that
Iran's unique coercive capabilities could
repeatedly disrupt the regional
environment upon which that strategy
depends. Rather than forcing China to

regional served its

choose between Iran and its Gulf partners,
a more inclusive regional order would
enable Beijing to sustain constructive
relations  with  both  sides  while
encouraging all regional actors to regard
stability as a shared strategic interest.

Ultimately, sustainable regional stability is
unlikely to be achieved through deterrence
It instead depend upon
constructing an inclusive regional order in
which China, the Gulf states and Iran all
have incentives to preserve stability rather

alone. will

than undermine it.
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Where Is the China—GCC Free Trade Agreement?

Alex Gintz

(Editorial note: This article is adapted from
a previously published piece in The Asia
Cable, a publication the
founded.)

author co-

Abstract: This article examines why the
free trade agreement (FTA) between China
and the Gulf Cooperation Council (GCC),
2004,
unconcluded after more than two decades
of negotiation. Taking Chinese Foreign
Minister Wang Yi's December 2025 appeal
to the United Arab Emirates to help secure
an “early conclusion” as its point of
departure,
negotiation from its inception through
repeated near-agreements, suspensions,
and external shocks including the 2017-
2021 GCC diplomatic crisis and the
COVID-19 pandemic. It proceeds through
a political-economy reading of the residual

first announced in remains

the commentary traces the

sticking points: China's protection of its
domestic hydrocarbon producers, Gulf
anxieties over Beijing's proposed duty-free
lists and unfinished economic
diversification, and the divergence of
interests among Saudi Arabia, the UAE
and Qatar that renders collective GCC
action difficult and bilateral arrangements
more attractive. The article argues that the
impasse reflects not a deficit of political
interest—evidenced by comprehensive
strategic partnerships and Belt and Road

export

alignment—but the domestic trade-offs
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liberalisation would demand, compounded
by the Gulf states' continued strategic
alignment with Washington and their
existing trade surplus with China. It
concludes that, absent official readout
language on protections for
sectors or mechanisms for country-specific

sensitive

trade concerns, the agreement will remain
an ambitious but elusive objective rather
than an imminent outcome.

Keywords: China-GCC relations, free
trade  agreement (FTA),
diversification, Belt and Road Initiative
(BRI), energy security,

economy, trade negotiations

economic

Gulf political

Speaking in Abu Dhabi on December 12,
2025, Chinese Foreign Minister Wang Yi
urged his Emirati counterpart, Sheikh
Abdullah bin Zayed Al Nahyan, to help in
“advancing negotiations for an early
conclusion” to the long-stalled free trade
agreement (FTA) between China and the
Gulf Cooperation Council (GCC) (Dang,
2025). Since 2004, the China—GCC trade
deal has nearly closed more than once,
then stalled again over market access and
domestic protection. External shocks,
including the 2017-2021 GCC diplomatic
crisis and the COVID-19 pandemic, have
made matters worse.
suggest impatience on China’s part and a
recognition that Abu Dhabi, with its
outsized diplomatic reach and centrality in
Gulf politics, may be better positioned than

Wang’s remarks
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Riyadh to break the impasse. Whether that
hope is well placed is another matter.

From Conception to (Almost) Execution

At the time of its announcement in 2004,
China was the Gulf Cooperation Council’s
(GCC) third-largest trading partner, with
trade between China and the bloc projected
to exceed $20 billion that year (AFP,
2004). By 2020, China had replaced the
European Union (EU) as the GCC’s largest
trading partner, with exchanges valued at
over $161 billion (Tang, 2022). China, a
net importer of energy since 1993, has
become heavily reliant on hydrocarbon
exports from the Middle East to fuel its

rapid economic  development and
modernization. The Gulf countries,
economically and politically stable

compared to many others in the region,
have become crucial partners for China in
this regard.

What’s more, as the Gulf countries seek to
diversify their
rentier models supported by hydrocarbon

economies away from

exports, they have emerged as an attractive
destination for Chinese exports and
partnerships. The Middle East at large
received an oversized flow of Belt and
Road [Initiative (BRI) construction
engagement in 2024 (Nedopil, 2025, p. 4)
on the back of a 360% increase in Chinese
investments
2022, p. 9), despite a significant reduction
in China’s foreign investments at the
global level from the 13th Five-Year Plan

into the region (Nedopil,
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(2016-2020) to the 14th Five-Year Plan
(2021-2025) (Emirates Policy Center,
2022).

National development strategies in the
Gulf, such as Saudi Vision 2030 and
2035, the
development of sectors such as healthcare,
tourism and hospitality, finance, and retail,
among others. Gulf leaders, like Saudi
Crown Prince Mohammed bin Salman,
have not been shy about their eagerness to
align their own national development
endeavors with China’s BRI and the
benefits therein (National Development
and Reform Commission of the People’s
Republic of China, 2022). China and the
GCC countries have consistently affirmed

Kuwait Vision call for

their enthusiasm to cooperate and expand
bilateral which  now
Comprehensive  Strategic  Partnerships
(CSP) with Saudi Arabia, the United Arab
Emirates (UAE), and Bahrain. Qatar,

ties, include

Oman, and Kuwait enjoy Strategic
Partnerships, the second-highest
designation in  China’s  diplomatic

repertoire.

This agreement is not stopping short due to
a lack of interest from either side.
Following a suspension of talks in 2009,
the two parties, in January 2016, stated
their ambitious intent to hash out the
agreement within that same year (Xing,
2016). Clearly, that did not play out as
planned. In January 2024, Saudi
newspaper Asharq Al-Awsat quoted
China’s ambassador to the Kingdom as
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saying terms were 90% settled, though
more “flexibility on both sides” was
needed (Habtor, 2024). With that in mind,
what is the remaining 10% that has proven
so difficult to wrap up that the process has
dragged on for 21 years?

Trade-Offs of Free Trade

At the simplest level of analysis, FTAs
look to lower barriers to trade, such as
tariffs, and facilitate economic exchanges
that align with a growing relationship
between the involved parties. In a less-
than-nuanced, somewhat generic
imagining of the proposed agreement, this
would involve a surge in GCC firms
entering the Chinese economy and vice
versa. The implications of this, however,
have left both sides feeling hesitant about

opening their economies to one another.

The expansion of GCC access to the
Chinese energy market would, naturally,
mean higher levels of competition facing
China’s domestic hydrocarbon industry.
There is a clear theme of China’s desire to
protect these domestic producers being
cited as a major roadblock for the proposed
FTA. In reaction to China’s insistence on
protecting its domestic producers by
maintaining tariffs on GCC hydrocarbon
imports, the GCC has “unilaterally stalled”
negotiations in the past (Villalta Puig &
Tung Ho Yee, 2017, p. 132). While China
can seek energy security from Russian
crude oil or Australian liquefied natural gas
(LNG), the GCC countries remain critical
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suppliers and indispensable to Chinese
energy security.

Gulf leaders are likewise concerned for the
long-term well-being of their domestic
industries. Talks once again stalled in May
2024 when Saudi Arabia expressed worry
over China’s proposed list of duty-free
exports (Cornwell, 2024). This concern, in
totality, is as much to do with troubles in
domestic diversification as it is to do with
the GCC,
progress in diversifying economies away

Chinese demands. Across
from a reliance on energy exports has been

far from linear (Sweidan, 2025, p. 18).

While the UAE, for example, has
positioned itself as a regional hub for trade
destined for the Middle East, Europe,
Africa, and Asia — and even imports more
goods from China than it exports (Fulton,
2020) — the trend across the GCC remains
a major reliance on hydrocarbon exports.
As Gulf states continue looking to reduce
their reliance on energy sales, protecting
domestic industries will be critical to
developing properly diverse economies. As
U.S. tariffs tighten around the world, Gulf
leaders have to weigh whether Chinese
exports blocked elsewhere will be
redirected into GCC markets. Such an
influx of Chinese goods could undermine
local
slowdown in regional localization (China
Studies Unit, 2025).

companies and bring about a
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GCC Collective Action

Assuming terms could be reached on the
above issues of contention, a path toward
finalizing and implementing an agreement
would be less than obvious. While the bloc
can negotiate collectively and constituent
interests certainly overlap in several areas,
domestic concerns remain. Free trade deals
are signed abroad, but they are fought over
at home. Among the GCC states, there is
meaningful divergence in both domestic
and foreign policy priorities, and the gains
from trade are clearly asymmetrical (Caban
et al., 2017).

Saudi Arabia, with by far the largest
population of the GCC countries (32
million), is particularly concerned about
ensuring that its citizen population is
employed and can contribute to the
Kingdom’s economy (Callen, 2025). The
UAE, whose population of 11 million
consists of almost 90% foreign workers,
does not share that burden of answering to
a large citizenry when it comes to policies
that affect the economy. As such, the UAE
has emerged as a particularly liberal trade
partner for outside powers such as the EU
and China, with re-exports playing an
outsized role in the Emirati economy (Saba
& Elimam, 2025).

While it has been noted that the GCC
states tend to act in unity when confronted
with major crises (Al-Saif, 2025), such as
the Sept. 9 Israeli strike on Doha, FTA
negotiations are an area where the Gulf
monarchies can afford patience. President
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Trump has made clear that he places great
importance on relations with the GCC

countries — Saudi Arabia and Qatar in
particular — and all six of them remain
firmly under the American security

umbrella.

In Qatar, where there is a less robust
history of cooperation and solidarity with
the rest of the GCC (Kabalan, 2020), the
most consequential pillar of economic
cooperation has been secured at the
bilateral level. With deals in place, such as
two 27-year agreements for China to
purchase a cumulative 8 million metric
tons of LNG from the small state each year
("Qatar Secures Second Major LNG
Supply Deal,"” 2023), a bloc-wide
agreement becomes less crucial from
Doha’s seat.

With differing interests and areas of
concern held by the three major GCC
powers of Saudi Arabia, the UAE, and
Qatar, bilateral agreements become more
attractive and attainable, even if a common
interest in the conclusion of the China-
GCC FTA persists among all parties
involved.

Breaking the Impasse?

Meaningful progress toward the conclusion
of a China-GCC FTA is less than likely in
the near future. Chinese calls for Gulf
partners to help accelerate the agreement
are nothing new, and the one-sided nature
of these statements, where China calls and
the GCC countries echo, suggests China
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sees the lag in concluding the talks as more
frustrating than the Gulf states do. As the
Gulf states remain strategically aligned
with the U.S., which maintains a large
military presence in the region, an aversion
to aggravating Washington by agreeing to
free trade terms with China may also be
incentivizing the GCC states to bide their
time (Aronson, 2025).

On the other hand, free trade with China is
not clearly beneficial for many countries.
Among the G7 states, none of which holds
bilateral FTAs with China, the latter’s
nonmarket practices have raised concerns
of  overcapacity  (Office of the
Spokesperson, 2025), which could harm
domestic industries on top of concerns
about reciprocity in market access. The
GCC already runs a major trade surplus
with China (Martin, 2025), so a new deal
raises a hard question: what do the Gulf
states gain that they cannot already secure?
As things stand, the Gulf states have more
domestic interests to protect than they have
to gain from tariff liberalization.

On the current trajectory, China will likely
continue calling for accelerated China-
GCC FTA negotiations through whichever
high-level diplomatic channels remain
available. Yet disruptions stemming from
the ongoing Iran conflict expose the limits
of treating summit language as evidence of
imminent progress. The next China-Arab
States Summit, originally set to be held
this year, was postponed until further

notice (Qatar News Agency, 2026), while a
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second China-GCC Summit never had a
publicly announced date, leaving fewer
obvious venues for a major breakthrough.
If future official readouts begin referring to
protections for sensitive sectors or
mechanisms for managing country-specific
trade concerns, the agreement can be seen
as having entered a different phase. Until
then, however, the China-GCC FTA will
remain an ambitious but elusive objective:
that

continued momentum in China-Gulf ties,

a headline commitment signals

but stops short of the domestic trade-offs
required to make it real.
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Beyond Price: Building the Trust Infrastructure for Sino-Gulf

Industrial Partnership

Al Azhar Al Mawali

Abstract: Chinese industrial equipment
has closed the technical gap with Western
equivalents faster than institutional trust
across the Gulf Cooperation Council
(GCQO) caught up.
competitiveness alone will not deepen
Sino-Gulf industrial ties; what is missing is
a form of “trust infrastructure” comprising
certification bridges, local accountability,
and long-term commitment signals.

has Price

Keywords: Sino-Gulf relations, trust
infrastructure, industrial equipment, Gulf
Cooperation (GCC), Oman,
technology certification and

standards

Council
transfer,

For much of the past decade, the narrative
surrounding Chinese industrial equipment
in the Gulf has centred on a single factor:
cost. Pumps, valves, electrical gear, and
automation hardware manufactured in
China are commonly reported to be 20 to
40 percent cheaper than Western or
Japanese equivalents, even after freight
and duties are included (Porsche
Consulting, 2026; Roland Berger, 2026).
This price differential has been sufficient
to open doors into tenders, procurement
shortlists, and the margins of contractors
operating under thin-margin engineering,
and construction (EPC)
contracts. However, price alone has rarely
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procurement,

been sufficient to close agreements on
safety-critical applications, and this is
unlikely to change. The more pertinent
question, roughly a decade after China's
industrial push into the GCC gained
momentum, concerns what happens next.
The answer relates less to manufacturing
capability, which has largely converged
with Western standards, and more to a
factor that is considerably harder to build:
trust.

The Gap That Price Cannot Close

Chinese manufacturing has closed the
technical gap with Western industrial
equipment quickly than the
institutional trust of most GCC operators

more

has caught up. An examination of vendor-
qualification processes at major national
oil companies and utilities across the
region shows that approved vendor lists
remain dominated by companies with track
records spanning four to five decades,
including Emerson, Schneider Electric,
Honeywell, and Yokogawa. These are not
merely established brands; they represent
decades of installed base, extensive failure
data, and generations of engineers trained
on their systems who have built careers
around their reliability. A Chinese original
equipment (OEM) with
genuinely competitive technology must
still answer a question that no datasheet

manufacturer
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can resolve: what happens when something
fails in an operating facility, and who bears
accountability for it?

This constitutes the principal trade barrier,
and it is neither tariffs, shipping routes, nor
price. It is the absence of what may be
termed trust infrastructure: -certification
bridges, local accountability structures, and
long-term commitment signals that convert

a cost advantage into durable market share.

The Maturity Curve

Sino-Gulf industrial relations currently
occupy a position between two distinct
stages of a
Understanding where a given relationship
sits on this curve explains much of how it
should be structured.

longer maturity curve.

The first stage is transactional sourcing.
This is the tier-based structure familiar to
procurement professionals: Tier 1 Chinese
manufacturers with export-grade quality
systems and multinational clientele; Tier 2
suppliers offering meaningful cost savings
with more variable quality control; and
Tier 3 suppliers competing primarily on
price  for
Transactions at this stage are conducted at
arm's length, with buyers managing risk
through sampling,  and
diversification of suppliers rather than

commodity  applications.

inspection,

through relationship depth. This is a
legitimate and often necessary stage, and it
remains where the majority of Sino-Gulf
industrial commerce currently resides.
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The second stage is the reseller and OEM
bridge model, in which more sophisticated
GCC entities have begun to operate. At this
stage, a local company does not merely
import and mark up Chinese equipment; it
absorbs risk that Chinese OEMs are not yet
positioned to absorb themselves, providing
spare  parts
inventory, service, and pre-
qualification assistance. It becomes the
accountable party in the event of failure,

local warranty support,

technical

performing a function analogous to that of
Tier 1 companies when they repackage
Tier 2 components under their own brand:
the value generated is risk-bearing rather
than manufacturing. A GCC reseller
performing this role effectively functions
not as a pass-through distributor but as a
trust broker, converting Chinese cost
advantage into a proposition that a
conservative Gulf operator can approve.

The third stage, which the region has only
begun to reach, involves genuine co-
investment: joint ventures, technology
transfer, and localized manufacturing that
capability
directly to Gulf economic diversification
programmes. This is where Saudi Vision
2030 (Kingdom of Saudi Arabia, n.d.),
Oman Vision 2040 (Oman Vision 2040

Implementation Follow Up Unit, n.d.) and

connect Chinese industrial

China's own manufacturing overcapacity
find genuine complementarity. China
requires export markets and diversified
manufacturing footprints as domestic
growth moderates, while the Gulf requires

industrial depth and technology transfer to
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diversify away  from
dependence. Neither objective is achieved

through arbitrage alone.

hydrocarbon

Why the Window Matters

A disciplined approach to this relationship
must begin with recognising that the
stage is
equilibrium. Chinese OEMs that achieve

second not a permanent

substantial volume in a market have
historically
operations rather than continuing to pay a

moved  toward  direct
reseller's margin, following a path broadly
similar to that taken by FEuropean and
American vendors decades earlier once
Gulf volumes justified direct presence.
GCC entities currently occupying the trust-
broker role have a genuinely limited
window in which to convert that position
into something more durable, whether
through
manufacturing, or a distribution
relationship valuable enough to the OEM
that direct market entry appears less
attractive than continued partnership.

co-investment, joint local

This is not cause for pessimism but for
deliberate strategy. The Gulf entities that
will matter most in this relationship a
decade from now are unlikely to be those
that captured the widest arbitrage margin
in the first year. They are more likely to be
those that used the reseller and bridge-
building stage to develop capabilities a
Chinese  OEM cannot easily replicate
independently: deep relationships with
end-user engineering teams, certification
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and testing capability recognised by
regulators, and a demonstrated record of
in-country accountability.

Oman as a Case in Point

Oman provides a useful illustration of this
framework, as examples of all three stages
already exist within the country. At the
upper end of the curve, the China-Oman
(Dugm) Industrial Park, a $10.7 billion,
fifty-year investment led by the Chinese
consortium Oman Wanfang (Oman
Observer, 2017), and Daleel Petroleum, a
two-decade-old
Mezoon Petrogas and the China National
Petroleum Corporation that has grown into
one of Oman's leading oil producers
(ABGI, 2024), represent genuine stage-
three partnerships: capital-intensive, state-

joint venture between

aligned, and structured for the long term.
Huawei's development into an established
supplier within Oman's
telecommunications sector illustrates the
trust-building process in miniature. By the
company's own account, it had been selling
into the Omani market for more than ten
years before opening its first standalone

retail presence there (China Daily, 2019).

The location of the remaining gap is
instructive. Oman's stage-three activity is
concentrated in capital and infrastructure,
including refineries, upstream concessions,
industrial and sovereign-fund-
backed ventures, and is largely negotiated
on a government-to-government basis or

through major state-linked entities.

parks,
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Chinese investment in Oman has been
reported at $6.6 billion, with
approximately three-quarters concentrated
in the energy and petrochemicals sector
(ABGI, 2024). Stage-two activity, the
reseller and bridge-broker layer specific to

over

industrial equipment such as pumps,
valves, automation, and instrumentation,
remains comparatively underdeveloped. In
other words, the country-level relationship
has  outpaced

infrastructure. Political and capital-level

company-level  trust
trust between Muscat and Beijing is well
established, but the
commercial bridge layer that would allow
mid-market Chinese industrial equipment
to flow confidently into Omani operating

technical and

facilities remains underbuilt. This gap does
the
constitutes

not represent a weakness in
relationship; rather, it
meaningful commercial whitespace, and
GCC entities prepared to build this layer
deliberately, rather than treating it as
incidental to a headline joint venture, retain

a genuine opportunity.

Requirements for Deeper Partnership

If the objective is to genuinely deepen
Sino-Gulf industrial ties rather than to
extract short-term cost savings, three
developments need to occur in parallel,
corresponding directly to the maturity
curve outlined above.

entities must
investing in  the

infrastructure that price competitiveness

First, GCC industrial

continue trust
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alone cannot provide: local
capability, certification bridging between
Chinese and international standards, and
technical teams sufficiently credible that

Gulf operators cease treating Chinese

testing

origin as a proxy for risk. Second, Chinese
OEMs serious about the region must signal
long-term commitment rather than treating
local partners as a temporary bridge to
direct market entry; exclusivity terms, joint

investment, and technology-sharing
arrangements serve as credible signals in a
manner that transactional distribution

agreements do not. Third, and arguably
most consequential, both sides require

policy and institutional frameworks,
including government-to-government
cooperation, recognised mutual
certification, and diversification
programmes that explicitly welcome

Chinese industrial partnership as more than
a cost proposition, in order to make stage-
three co-investment the expected outcome
rather than the exception.

The case for Sino-Gulf
industrial partnership has rarely been
stronger, given complementary economic
trajectories, a narrowing technology gap,

and a shared incentive to diversify trade

commercial

relationships  within an increasingly
fragmented global economy. What is
missing is not opportunity, but the trust
infrastructure required to convert that
opportunity into partnership capable of
The

companies and countries that build this

outlasting the next price cycle.

infrastructure first will not merely win the
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current wave of tenders; they will set the
terms for the next stage of the relationship.
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Saudi Vision 2030 and the Belt and Road Convergence

Nouha Said El Messaoudi

Abstract: Due to abundant

resources, the Gulf has always been an

energy

important region for global powers, such as
the United States and the European Union.
However China has developed a growing
interest in the region. The Non-
Interference policy of China is helping
deepen the cooperation with the Gulf
Cooperation Council (GCC) states since it
focuses on cooperation and foreign policy
with no intervention in domestic politics.
While Beijing’s influence is growing, other
powers -India and Russia- are increasing
their involvement in the region in the ways
they are best able to, nevertheless the U.S.
remains present through its military bases,
but with less involvement than in the past.
The Sino-Saudi relations constitute one of
the most significant dimensions of the
Chinese engagement with the GCC,
playing a pivotal role in shaping broader
cooperation.

Keywords: China, Saudi Arabia, Non-
interference.

Introduction

The Gulf region is now emerging as an
important power, due to what it offers to
the international community in the energy
level, and the amount of investment
occurring daily in there (Ulrichsen, 2010).

China came up with a completely different
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and distinctive agenda for the region and

aimed to boost its trade, security
engagement, cooperation and also revive
the silk road — ancient trade route linking
China with the West- under the framework
of the Belt and Road initiative — a global
infrastructure development strategy
launched by President Xi Jinping in 2013-,
this approach was welcomed widely by the
Gulf states that expanded the nature of
their business with China in the past few
years (Mhalhal, 2019). To have a better
understanding of the Chinese presence in

the Gulf region, the aim is to assess the

Sino-Saudi relations, and area of
cooperation. Furthermore, the topic is
relevant since the Gulf is currently

experiencing geopolitical shifts.

1. Overview of bilateral relations

Since the establishment of diplomatic
relations in 1990, the Sino—Saudi relations
have consistently developed, but the pace
accelerated after Saudi Arabia joined the
Belt and Road Initiative (BRI) in 2016.
Political engagement deepened through
high-level visits, Mohamed Bin Salman
(MBS) visit to Beijing in 2017 as a return
to Xi’s visit in 2016, followed by another
trip to Riyadh in 2022. Xi’s visit resulted
in the signing of a comprehensive strategic
partnership agreement and deals exceeding
USD 30 billion. China is Saudi Arabia’s
largest trading partner since 2013, and the
primary crude oil importer. This bilateral
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cooperation expands beyond hydrocarbons
to include investments in various fields,
such as renewable energy, green hydrogen,
infrastructure, and technology. Cultural
diplomacy is also an important element,
with both sides prioritizing people-to-
people exchanges and heritage projects
additionally, Saudi Arabia’s accession to
BRICS  highlights the  multilateral
expansion of this partnership, even if its
membership is currently on hold, shows
Riyadh interest in initiatives led by China
(Quamar, 2025).

In this section, I will examine the evolution
of Sino—Saudi relations and interpret their
trajectory  through  the  theoretical
frameworks and imaginaries outlined in
this thesis.

2. Convergence of the BRI and Vision
2030

Saudi Arabia joining the BRI reshaped the
nature of the Sino-Saudi relationship,
particularly in diversifying the economy
and attracting Chinese investments for
both the government and the private sector.
In an interview with the BRI portal,
Abdulrahman Ahmad Al-Harbi,
Ambassador of Saudi Arabia to China
emphasized this convergence.

According to the Saudi Ambassador to
Beijing, both countries are considered
players of the
economy" with "ambitious development
plans." He noted that "many similarities"
are found in their plans and that they
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"major international

complement each other, which reveal why
China is a good partner. December 2022,
knew the signing of a comprehensive
strategic partnership on the alignment
between the visions, allowing for further
coordinating between Vision 2030 and the
BRI. He also stated that cooperation is not
only about figures of trade and investment;
they contribute to a "shared success" to
benefit the region as well as all peoples by
peaceful co-development and respect for
non-interference (BRI, 2025).

the
many

strategic document,
highlighted

achievements reached by the two sides.

They range between trade facilitation and

Beyond the
Ambassador

investments flow from private sector
collaboration, and not only governmental
level collaboration. This reflects how
China supports the national agenda of
Saudi Arabia without reinforcing its own
terms and respecting its sovereignty. In the
meantime, His Excellency Mr.
Abdulrahman addressed culture as a “high-
level theme”, pointing to many initiatives
that illustrate this soft power dimension.
Examples were many, but he pointed at the
major ones, such as the 2017 opening of
the King Abdulaziz Library branch in
Peking University, Saudi Arabia's 2024
approval as a Chinese tourist group
destination, the launch of the Crown Prince
Mohammed bin Salman Award for culture
cooperation between Saudi and China, the
exhibition of Al-Ula that lasted for two
months in Beijing, and the inclusion of

Mandarin Chinese in the public school
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curriculum of Saudi, that resulted in an
exchange of 300 language teachers (200
from China and 100 from Saudi). The
people-to-people bond further reveals how
cultural and educational diplomacy is a
huge part of the Chinese foreign policy
agenda and this partnership. All these
initiatives fit well within the Tianxia
concept  discussed,
cultural connectivity and civilizational
dialogue (BRI, 2025).

which prioritizes

The ambassador’s focus on highlighting
the
Vision 2030, and not asymmetries, such as
dependence on U.S. security, shows that
his remarks are constructed to strategically
align with Beijing’s preferred framing,

“similarities” between the BRI and

meaning that his statement is more of an
evidence to explain how the imaginaries
mobilize in practice, rather than an
assessment of the partnership between the

two countries.

It is more of a diplomatic optimism, as it
reflects how Chinese imaginaries actively
shape the narrative of Sino-Saudi relations.
By framing the cooperation as mutually
beneficial, without mentioning political
conditions or security tensions, his remarks
clearly reproduce
imaginary. The

the non-interference
emphasis on shared
ambitions and global contributions echoes
the peaceful and great power
responsibility. The reference to cultural

cooperation and civilizational exchange

rise

fits into the Tianxia framework, projecting
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the relationship as inclusive and rooted in
long-term connection.

3. Petroyuan

Saudi Arabia's growing interest in
"Petroyuan" represents the shifting nature
of Riyadh's foreign policy toward Beijing.
During an interview in Hong Kong in
2023, Saudi Minister of Industry and
Mineral Resources Bandar Alkhorayef
stated that adoption of the yuan as a
currency to pay for oil had not been judged
to be "substantial to the ministry," but they
were open to plans to do so adopt it one
day. He emphasized that "Saudi Arabia
will always try new things and is open to
new ideas, and we try not to mix politics
This perspective is
important because it places an emphasis on

with commerce."

pragmatic thinking as a function of
commercial  imperative  rather  than
strategic  competitiveness  (Goschenko,
2024).

A year later, June 2024, Saudi Arabia
became a member of the mBridge project, a
multiple central bank digital currency
platform developed to support cross-border
payments. This project is a China-
dominated central bank digital currency
cross-border trial, which is seen as another
step towards less of the world's oil trade
being done in U.S. dollars. It was initiated
by the Bank for International Settlements,
China's Digital Currency Institute, and
central banks of China, Hong Kong,
Thailand, and the UAE. It is now at its
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Minimum Viable Product (Jones, 2024).
The Saudi Membership will make cross-
country payments quicker and cheaper
using digital central bank currencies. It may
reduce oil trade's dollar dependence. This
move indicates that Saudi is willing to use
financial systems initiated by China as an
alternative economic option. At this stage
Petroyuan remains a futuristic concept,
particularly in the context of the petroyuan
as a challenger of the petrodollar.

4. Is China an alternative hegemon in
the Gulf?

The succession of global crises: the 2008
global economic crisis, COVID-19, and the
Russian Ukrainian conflict, demonstrates
that globalization, is by itself fragile and
can’t solve all problems in the world. As
Professor Fadhel Kaboub argues, the world
is no longer regarded as one bloc but is
separated into three: a U.S. group, a
Western Europe group, and an Asian group
led by China. Dr. Kaboub notes, too, that
the Middle East and North Africa (MENA)
and other African states are excluded from
these groups.
presents a choice: rather than being pulled
into a single predominant group,
governments of these countries are free to
opt for their partners. Kaboub regards

Exclusion in this case

China, as the better option to partner with
for Middle East and North African states.
From an Arab and Gulf perspective China
offers an attractive model grounded in a
broad multifaceted agenda that aligns
perfectly with the aim of diversifying the
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economy, rather that the hierarchical
approach of “energy for security” (CGTN,

2022).

This approach aligns perfectly with the
expanding engagement between China and
Saudi Arabia particularly, and between
China and the GCC generally. While the
U.S. links its relations to security, military
presence and political interests, China
development,
and

economic
building,
interests. China's BRI align well with what

emphasizes
infrastructure mutual
the Gulf countries desire. For Saudi, this
means harmonizing the objectives of
Vision 2030 of a diversified economy with
Chinese investment in high-technology,
infrastructure, and energy. For the bigger
GCC, cooperating with China serves to
diversify economies away from reliance on
petrodollars and transition towards non-
rentier economies.

Building on Kaboub’s 2022 statement,
describing the world simply in terms of
the
complexity of the emerging order. Since
then, the international system has become
more layered, particularly with the
accession of Saudi Arabia and the UAE to
BRICS, which signals an expansion of

three poles risks oversimplifying

multipolarity beyond an “Asia-led pole.”
Their participation highlights that China is
not acting as a leader, but rather as a
central node in a wider Global South
coalition of non-Western powers.
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China's engagement in the region should
never be framed as an attempt to replace
the U.S. presence in the region, rather it is

the Gulf
monarchies. Beijing’s presence is powerful

an alternative approach to

not through bases or securitization, but
through
decisions that satisfy the region's needs of
diversification. This sets China as a
hegemon but economically not military,
the thing that I gave it the term of
“Tianxia-style alternative,” which is about

investment and economic

cooperation rather than intervention, with
positive outcomes for all involved. It
doesn't aim to offer what the U.S. offers in
terms of security, but this provides GCC
states with choices in a multi-power world.
It 1is
strengthen its position in a region that

attractive because Beijing can

many powers are interested in.
5. Conclusion

China's engagement in the GCC shows that
hegemony is neither singular nor uniform.
For Western countries, hegemony is often
thought of as dominance and military
However, China's approach
shows a different logic based on economic
interdependence, cultural exchange, and
that doesn't
include any aspects of hegemony. Beijing

alliances.

developmental partnership

is building what could be called an
economic hegemony through the Belt and
Road

trade, infrastructure

cultural

Initiative, energy

investment, and diplomacy.
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However, this hegemony does not want to
replace the United States in the traditional
sense. The Sino-Saudi relations are the
perfect lens to use when analyzing China's
foreign policy with the GCC. China calls
for an order based on inclusivity, mutual
respect, and cultural recognition, rather
than based on hierarchy and
conditionality. The focus on exchanges
between people, education, and dialogue
between civilizations shows that China's

one

presence is as much cultural as it is
economic. The U.S. model is based on an
"energy for security," approach but China's
strategy is based on a full partnership that
includes trade, technology, culture, and
development. This represents a distinct
type of influence.

By analyzing such cooperation, we can
why  the international
community does not see China as a
hegemon to fight against, but as a partner
that fits with their own goals for
diversification and modernization. Saudi
Arabia's Vision 2030 fits well with China's
model of development. Saudi Arabia is
willing to work together with China; they
don't need to, but they do it because they
see that they have common goals. The
importance of this change is what it says
about how we think about international
relations. Western paradigms, grounded in

understand

balance-of-power dynamics and hegemonic
stability, fail to comprehensively explain a

model of influence predicated on

infrastructure, culture, and economic

interconnectedness. China's relation with
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Saudi Arabia highlights the necessity to
incorporate non- Western paradigms, where
power is manifested through networks of
development and reciprocal enrichment
rather than through coercive dominance.

Thus highlights that China does not
position its presence in opposition to other
powers, like the United States, Russia, or
the European Union, but provides an
alternative that is based on cooperation as
well as mutual development. To conclude,
the Sino-Saudi partnership is not the rise of
a new hegemon in the old mold. Instead, it
is the creation of a new kind of order, one
where economic hegemony is based on
Tianxia inclusivity, and where influence is
sought not by replacing others, but by
offering a different vision of global
cooperation.
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mBridge and the Gulf: Optionality, Not Realignment

Oleg Grunda

Abstract: This article examines why
Saudi Arabia and the United Arab
Emirates, two of Washington's closest
security partners, are helping to build
mBridge, the China-linked multi-central-
bank digital currency platform now
approaching commercial rollout. It situates
their participation in a wider demand for
settlement channels outside exclusively
dollar-centred networks, evidenced by the
RMB 470 billion the platform has
reportedly processed, Macao's accession in
June 2026, and record volumes on China's
Cross-Border Interbank Payment System
after the US and Israeli strikes on Iran.
Framing Gulf involvement as hedging
rather than de-dollarisation, the analysis
reads mBridge as functional
minilateralism: a narrow coalition solving
a concrete settlement problem of cost,
delay
complexity, without requiring common
currencies or aligned foreign policies, in
contrast to the long-stalled BRICS Pay.
Drawing on Russia's disconnection from
SWIFT after 2022 as evidence that
redundancy is cheaper built before a crisis

and correspondent-banking

than improvised afterwards, the article
argues that Riyadh and Abu Dhabi are
widening their options while remaining
anchored to dollar pegs and the US-led
security architecture, and that China gains
internationalisation

credibility, renminbi
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and standard-setting influence in return.
Yet with the e-CNY accounting for some
95 per cent of settlement volume, it
concludes  that mBridge
represents  optionality  rather
geopolitical realignment.

currently
than
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China and two of the Gulf’s
influential economies are moving closer to
turning mBridge into functioning cross-
border financial Recent

most

infrastructure.
reports indicate a commercial rollout run
by a Hong Kong-based entity, with fees
roughly half those of established networks
(Jha, 2026). Backed by the monetary
authorities of mainland China, Hong Kong,
Thailand, the UAE, Saudi Arabia and,
since June 2026, Macao, mBridge has
reportedly processed about RMB 470
billion ($69 billion) in transactions (Jha,
2026; Ma, 2026b). Meanwhile, China’s
Cross-Border Interbank Payment System
hit all-time highs in March 2026, a spike
analysts linked partly to demand for RMB
oil settlement after the US and Israeli
strikes on Iran, though volumes receded by
May (Ma, 2026a). Both trends point the
same way: demand for payment channels
outside exclusively dollar-centred
networks. That raises a sharper political
question. Why are Saudi Arabia and the
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UAE, two of Washington’s closest security
partners, helping build China-linked
settlement infrastructure? Their
participation could suggest not a turn from
the US but an effort to widen their options
in a fragmenting order.

Much of the answer comes down to
infrastructure. Conventional transfers pass
through correspondent  banks,
adding fees, delays and compliance steps
that put a lot of pressure on smaller firms.

several

mBridge however connects participating
banks on a common platform for direct
bank digital
currencies, cutting settlement from days to
The Bank for International
(BIS, 2024), which
coordinated the project from 2021 until its
withdrawal in October 2024 (Graham,
2024), identified high costs, low speed and
operational complexity as the
inefficiencies mBridge built to
address. Using the platform does not
require rejecting the dollar or SWIFT.
SWIFT mainly provides secure financial
messaging, whereas mBridge combines
payment instructions with settlement in
central bank money (Cipriani et al., 2023).
It adds a channel for business transactions,

settlement in central
minutes.
Settlements

was

letting states reduce dependence on any
single network while keeping existing
access.

Saudi Arabia and the UAE,
participation reads as hedging rather than

de-dollarisation. Both remain embedded in

For

the US-led security architecture, as Riyadh
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was designated a major non-NATO ally
and signed a strategic defence agreement
with Washington in November 2025, (The
White House, 2025; Presidential
Determination No. 2026-03, 2026) and
both currencies stay pegged to the dollar
(Central Bank of the UAE, n.d.; Saudi
Central Bank, n.d.). Nevertheless, both
also have strong incentives to deepen
economic and technological ties with
China, now the Gulf’s largest trading
(Xinhua, 2025);
payment channels support that relationship
without loosening ties to Washington.
China’s interests run parallel: mBridge
supports RMB
strengthens links to energy and commodity

partner additional

internationalisation,

trade and gives Beijing a hand in shaping
digital-payment Gulf
participation lends the platform credibility
a purely Chinese initiative would struggle
to carry. The UAE, a founding participant
since 2021, made the first real-value

standards.

digital-dirham payment to China in
January 2024 and went live in November
2025 (Central Bank of the UAE, 2024,
2025). Saudi Arabia was announced as a
full participant in June 2024, though
reporting in mid-2026 indicated it had yet

to go live (Ledger Insights, 2026a).

Russia’s experience since 2022 could

explain why states increasingly treat

payment infrastructure as  national
resilience. As part of broader sanctions
following the beginning of the conflict
the EU

disconnected seven Russian banks from

between Russia and Ukraine,
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SWIFT in March 2022 (Council of the
European Union, 2022). Sharaf et al.
(2026) found that after the cut-off Russian
stayed
elevated, largely reflecting surging oil

export revenues temporarily

prices rather than structural resilience,

while international reserves contracted
steeply and persistently.  Alternative
arrangements kept some transactions

moving but did not replicate SWIFT’s
reach, liquidity access or network trust.
Therefore, Russia has since expanded
alternative channels, but that took years.
China and the Gulf face different exposure,
but the lesson holds, where building
redundancy before a crisis is cheaper than
improvising afterwards.

mBridge also shows why narrow, practical
cooperation outpaces ambitious
multilateral ~ schemes.  BRICS  Pay,
discussed since a 2018 gathering of the
BRICS Business Council, has spent years
in testing without reaching an operational
phase (Johnston, 2025). This is because
mBridge
minilateralism, a small coalition solving
one technical problem, whereas BRICS

Pay must coordinate eleven economies

resembles functional

with divergent inflation regimes and
capital controls. Gulf states needed no
common currency or foreign policy to join
mBridge, only technical standards and the

commercial value of faster settlement.

Yet mBridge falls short of evidence for a
post-dollar order. Among GCC states only
Saudi Arabia and the UAE participate, and
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the e-CNY accounted for roughly 95 per
cent of the platform’s settlement volume
on data through November 2025
(Chhangani, 2026). That concentration is
partly mechanical, because most activity
has run between mainland China and Hong
Kong, and other participants had yet to

launch their own wholesale digital
currencies (Ledger Insights, 2026a,
2026b). Nonetheless, it leaves open

whether broader commercial use will
diversify the currency mix or simply
expand a renminbi-centred system with
Gulf nodes attached. Chinese officials
frame the project in deliberately limited
terms. Former PBOC governor Zhou
Xiaochuan has said mBridge does not
exclude use of the dollar and is aimed at
filling gaps in the international payment
system, and that the dollar’s standing
depends largely on US policy choices,
China Daily reported (Zhou, 2024). This
framing fits the evidence, as mBridge
currently represents optionality rather than
geopolitical realignment. It can be argued
that China and the Gulf are building
capacity to trade across both dollarised and
non-dollar and  this
development could make the system more

environments,

resilient for some participants and even
more fragmented overall.
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