Investing in UAE Data Centers
 
Moving from oil to data, from sand to space, from commodities to “compute” – the UAE is rapidly remaking its economy and racing into the future. The UAE is transforming itself into a global hub and forerunner for next generation technologies like artificial intelligence (AI), life sciences, and the space economy. It is a remarkable shift enabled by visionary leadership, available clean energy, ample investment capital, a whole-of-government commitment, and a hub and home to some of the world’s best tech talent. And the United States is the UAE’s most important partner in this transformation. 

Advanced technology is the newest pillar of a deep and enduring UAE-U.S. relationship built on a foundation of security cooperation, trade ties, and cultural exchange.  On security, the UAE and the United States are committed to promoting peace and stability in the Middle East and around the world. The UAE has become America’s most capable and dependable military partner in the Arab world. The UAE has deployed alongside the United States in six coalition actions focused on counterterrorism, regional stabilization, and peacekeeping missions. In addition, the UAE provides essential support for U.S. troops, aircraft, and naval vessels in the Middle East/North Africa (MENA) region. Beyond the battlefield, the UAE and United States are partnering to block the flow of funds and foreign fighters to terrorist groups and counter extremist ideologies.

At the same time, the UAE for many years has been the largest U.S. MENA trading partner. In 2024, U.S. goods and services trade with United Arab Emirates totaled an estimated $47.9 billion in 2024, up 10.4 percent ($4.5 billion) from 2023.  The United States exported more than $26.9 billion of goods and services to the UAE, marking an 8.5% increase from 2023. This resulted in a $19.5 billion trade surplus for the United States, America’s third largest trade surplus globally. 
The UAE and the United States have a shared vision for a peaceful, prosperous global future tht includes pushing the frontiers of AI development responsibly, and carefully, but we cannot wait. The future of AI is already here. That is why it is so important to encourage private investment in AI technology while also erecting adequate guardrails to ensure security of the most sensitive technology with proper oversight.
 
The UAE welcomes investment and collaboration from the United States.  Below you will find benefits that the UAE offers to U.S. businesses interested in investing in the UAE AI sector.
 
Foreign Ownership in the UAE
The UAE has emerged as an attractive destination for foreign investment due to a number of factors.  Known for its political stability, robust infrastructure, and investor-friendly policies, the UAE government has consistently introduced legal reforms to enhance the country's business environment. One of the most significant steps in this direction has been the enactment and refinement of laws that protect and promote the rights of foreign investors. These legal developments are a reflection of the UAE’s long-term vision to diversify its economy and reduce dependence on oil revenues.
Complete Ownership.  One of the key milestones in empowering foreign investors was the introduction of the 2018 Foreign Direct Investment (FDI) Law, which allowed 100% foreign ownership in certain sectors. Prior to this law, foreign investors were generally required to have a local partner who owned at least 51% of the business. The FDI Law marked a major shift by allowing full ownership in sectors deemed non-strategic, including agriculture, manufacturing, and services.
Identified Sectors. The law also led to the creation of a “Positive List” of economic activities where 100% foreign ownership is permitted. These sectors include renewable energy, hospitality, logistics, information technology, and education. This move significantly boosted investor confidence and increased the competitiveness of the UAE as a global investment hub.
No Need for a Local Partner.  In continuation of its liberalization efforts, the UAE issued Federal Decree Law No. 26 of 2020, which amended the Commercial Companies Law (Federal Law No. 2 of 2015). This amendment removed the requirement for Emirati ownership in onshore companies in many sectors, effectively allowing foreign investors to own 100% of their businesses in mainland UAE, rather than being confined to free zones.  This change not only gave more control and autonomy to foreign investors but also aligned the UAE’s business laws with international best practices. It also encouraged many companies to shift from free zones to the mainland, thereby expanding their market reach and reducing operational limitations.
International Legal Standards.  The UAE has taken steps to ensure that foreign investors are protected under the law. The UAE Civil Code, various bilateral investment treaties (BITs), and international conventions signed by the UAE provide legal assurances against expropriation and ensure fair treatment. The country is a signatory to the International Centre for Settlement of Investment Disputes (ICSID) and the New York Convention on the Recognition and Enforcement of Foreign Arbitral Awards, allowing foreign investors to seek international arbitration in case of disputes.
Special Bodies.  Moreover, the establishment of specialized judicial bodies such as the Dubai International Financial Centre (DIFC) Courts and Abu Dhabi Global Market (ADGM) Courts—which operate based on English common law—further strengthens investor confidence by providing transparent and reliable legal recourse mechanisms.  It is also worth noting that operational free zones such as Masdar City (Abu Dhabi) host Khazna’s hyperscale AUH6 data center.  Thus, while in the UAE, as elsewhere in the Middle East, many developments operate through musataha or usufruct arrangements, freehold titles for data center operations are available and accessible to foreign investors through full land ownership in the various free zones.
Intellectual Property Rights.  The UAE has also updated its laws relating to intellectual property (IP) to support innovation and foreign business investment. Strong IP protection assures foreign investors that their patents, trademarks, copyrights, and trade secrets will be safeguarded. Laws such as the UAE Trademark Law and Patent Law, along with alignment with international treaties like the TRIPS Agreement, reinforce this protection.
Repatriation of Profits.  In addition, foreign investors are legally allowed to repatriate profits, capital, and dividends without restrictions, ensuring full financial freedom in managing business revenues.
Residency.  To complement legal reforms in ownership and operation, the UAE has introduced long-term Golden Visas for investors, entrepreneurs, and business owners. These visas, which can be valid for up to 10 years, are designed to attract and retain top-tier foreign investors and professionals. They offer long-term residency benefits, family sponsorship, and business flexibility, thereby enhancing investor stability and confidence.
Data Protection
 
The UAE’s Federal Data Protection Law is designed to assure protection of certain categories of data, such as those related to health, financial services and sensitive government entities, by limiting their cross-border transfer. In this sense, the UAE approach is well-suited to ensure the protection of persons who share their data with others within our jurisdiction. More generally, while the UAE has adopted a stringent approach, it is important to understand that the law also provides a framework for how data may be transferred out of the UAE. Moreover, the Federal Data Protection Law does not expressly require all personal data to be stored or processed in the UAE.
 
These nuances to the UAE’s data localization requirements, especially in the context of personal data, may sound familiar to foreign investors are who already familiar with the European Union’s (EU) General Data Protection Regulation (GDPR) and the counterpart data protection law in the United Kingdom (UK), which are similar. Both of these other legal regimes also impose strict safeguards pertaining to sensitive data, including health data, and maintain enhanced cybersecurity and privacy requirements.
 
As with all data protection laws in most jurisdictions around the world, the general purpose of the UAE’s requirements is to ensure the safe, trustworthy protection of sensitive and confidential data.
 
Regulatory Framework
 
As a leader in the development of this sector, the UAE has launched a national taskforce aimed at developing the most appropriate federal policy to regulate the operation of data center operations.
 
This effort includes contributions from the Telecommunications and Digital Government Regulatory Authority (TDRA), which is responsible for oversight of regulations that include compliance requirements in respect of security standards and usage. For example, the TDRA’s Digital Data Interoperability Framework outlines standards for data quality, formats, and exchange.
 

 
Emiratization and Local Labor Participation
 
As a necessary step to develop and enhance a skilled domestic workforce, UAE law aims to expand Emirati labor participation. Establishments employing more than 50 workers must increase their current Emiratization rate for “high-skilled” jobs by two percent annually, rising gradually to ten percent by 2026.
 
This means that private sector companies with a workforce of 20 to 49 workers are expected to hire at least two UAE citizens. This requirement applies to variety of sectors that include, among others, the information and communication sector; financial and insurance activities; professional/scientific/technical activities; administrative and support services; and healthcare.
 
Establishments that comply with Emiratization rates are prioritized for opportunities to sell goods and services to the UAE government. For example, the Ministry of Finance’s Digital Procurement Platform prioritizes purchases from suppliers who comply with Emiratization rates. 
 
Export Controls
 
The UAE and United States have enjoyed a close security and economic partnership since the founding of the UAE more than fifty years ago, reflecting a shared interest in the Gulf region’s stability and prosperity. This shared vision of security and prosperity is the foundation of their collaboration in the development of AI and data center infrastructure.
 
As such, the UAE works closely with the United States to strictly enforce all applicable export controls, including those promulgated under the U.S. Export Administration Regulations, as well as those imposed by other UAE partners including the European Union. Working in tandem with these partners, the UAE implements robust controls that seek to prevent diversion or re-export of controlled items to third countries. Importantly, investors should know the UAE will continue working closely with the United States and their security allies to ensure adherence to stringent export controls as they adapt to advancements in sensitive technologies.

Foreign companies operating in the UAE must diligently assess all end-user certifications and export licensing requirements, just as they do in the United States and elsewhere, in order to ensure compliance with all applicable laws and regulatory requirements.
  
UAE’s Investor-Friendly Tax System
 
The UAE’s tax regime is designed to attract investment and encourage business, assessing a low 9 percent federal corporate tax rate. Moreover, the UAE’s withholding tax rate is zero percent for a broad range of cross-border transactions – which is key to understanding the potential impact for U.S. businesses operating in the UAE.  Since the UAE’s withholding tax is already set at zero, U.S. businesses operating in the UAE avoid the risk of double taxation that might arise elsewhere.   
 
Conclusion
 
The UAE is proud of its role as a hub for regional economic growth just as it welcomes its emerging role as leader in global AI development. Its close economic and security partnership with the United States, as well as with trading partners across the world, offers enormous opportunities for foreign investors.  The UAE is confident that newcomers will find a very stable, business-friendly market that rewards innovation and expertise.
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