
MARKET INSIGHTS
Commercial and Defence Aviation in the Middle East: 
Trends and Opportunities

Prepared by:



Commercial and Defence Aviation in the 
Middle East: Trends and Opportunities

The Middle East has been the rising star of the aerospace industry over the last two decades bolstered 
by a natural strategic location and concerted efforts from operators and governments to foster the 
market.  In the commercial sector, Middle Eastern growth is fuelled by passenger numbers and a clear 
eastward movement of the global centre of activity.  Growth in the defence sector comes as governments 
assert themselves amid regional tensions.

Whilst the prospects for aircraft sales across both sectors to the region are obvious, the opportunities 
extend to establishing strategic alliances or in regional manufacturing to develop and support the 
growing fleets.

KEY POINTS
• Growth in the Middle East aerospace market is felt across both the commercial and defence sectors.

• By 2037, 501 million passengers will transit through the Middle East and Dubai will be the number 
one Mega Aviation City.

• Nearly 3,000 commercial planes and 64,000 pilots will be needed in the Middle East in the next 20 
years to accommodate the growth.

• Middle East defence spending is expected to reach USD$117 billion per annum by 2023 as the 
region leads the world on spend per capita and GDP.

• Future Middle East spending will be driven by imports with an increasing role for domestically 
manufactured assets.

• Technology will increasingly be used to inform tactical air force operations.

COMMERCIAL AEROSPACE: TRENDS 
The Middle East commercial aerospace industry supports over 550,000 direct jobs plus another 2 million 
indirect positions and contributes USD$157.2 billion to regional GDP.  It is home to 87 airlines operating 
nearly 1.2 million flights annually and moving 7.2 million tonnes of freight. 

The full potential is yet to be realised and IATA estimates by 2037, the Middle East market will reach 501 
million passengers achieved by a CAGR if 4.4%.   At which point, the industry will support 5.2 million jobs 
and a USD$489 billion contribution to GDP.

Boeing’s Global Market Overview goes some way to explaining this growth.  Within an 8-hour flight range 
of the Middle East, airlines can access 65% of the global economy, close 80% of the world’s population 
and a region which will account for 75% of economic growth over the next 20 years.  The Middle East 
is uniquely positioned to capture the traffic from the traditional aerospace markets (Europe) and the 
emerging (Asia and Africa).  In short, it will become the hub through which most of the world’s aerospace 
traffic will transit.

As the market grows, so too will all aspects related to the movement, maintenance and servicing of 
aircraft both regionally based and transiting.  For suppliers and service providers to the commercial 
aerospace industry, it offers extraordinary opportunity across multiple disciplines.
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NEW AIRCRAFT
The same report from Boeing also predicts nearly 3,000 new aircraft deliveries to the Middle East in 
the next 20 years and 64,000 pilots to fly them.  According to the American aircraft manufacturer, these 
deliveries are worth USD$660 billion and the greatest number of deliveries will be narrow-bodied 
aircraft.

Their major competitor, Airbus, completed a similar report which was slightly more conservative in 
number if not value, estimating 2,825 new passenger aircraft and 54 freight aircraft deliveries by 2037.  
Airbus calculates this is a potential acquisition bill of USD$699 billion.  The report went on further to 
predict by 2023 Dubai would be the leading Aviation Mega City; pushing the current leader, London, to 
second place.  Whilst, Abu Dhabi would be the 13th Mega Aviation City; up from 19th.

The acquisitions have begun and in 2018, Emirates committed USD$16 billion (AED 58.7 billion) to a fleet 
of 34 new Airbus A380s.  Then in early 2019, announced an order of 40 A330neo and 30 A350-900 
aircraft worth a reported USD$21.4 billion.  After placing orders for 101 aircraft across the Airbus and 
Boeing range, Etihad have adjusted the order in 2019 to redirect the fleet from long range aircraft to 
smaller regional jets; specifically the airline will take delivery of five Airbus A350-1000 aircraft and 26 of 
its A321neos in addition to six Boeing 777-9x without stating specific delivery dates.

Whilst in Saudi Arabia, it is a battle of the low cost carriers; one which Airbus seems to be winning.  To 
date, Flyadeal - the subsidiary of Saudia - has been operating A320s and added three new aircraft 
to its fleet in late 2018.  Yet when looking to expand the fleet, the airline committed to 30 Boeing 737 
Max 8 with options on a further 20 - worth USD$5.9 billion.  Recent reports indicate they may be are 
reconsidering this as well as potentially considering other aircraft.  Whilst the deliberations continue, the 
low-cost airline has stated they remain committed to their aim of around 50 leased and ordered airplanes 
by 2025.

Flynas signed a contract for 80 A320neos to be delivered from 2018 to 2026 and SaudiGulf has added 
another 10 of the same aircraft, in favour of Bombardier’s CSeries, to its already existing fleet of six.  

INFRASTRUCTURE INVESTMENTS
Whilst these trends predominantly represent imports to the Middle East, the growth will require 
investment into the regional industry and infrastructure.  Reports suggest there were USD$50 billion 
worth of aerospace investments underway in 2018; from greenfield airports in Kuwait to upgrades to 
Bahrain’s air traffic control systems.  

To attain its number one Mega Aviation City status, the UAE is investing in infrastructure.  In late 2018, 
His Excellency Saif Mohammed Al Suwaidi, Director General, UAE General Civil Aviation Authority, said: 
“Aviation has been an important part of UAE’s economic growth. One of the nation’s vigorous strengths 
is its rapidly expanding infrastructure, with spending of USD 23.16 billion including USD8 billion for 
expansion of Al Maktoum International Airport, USD 7.6 billion for Phase IV development of Dubai 
International Airport, and USD 6.8 billion for expansion of Abu Dhabi International Airport.”
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GROWTH IN THE MRO MARKET
As part of this expansion of the industry and infrastructure, so too will the maintenance, repair and 
overhaul capability enlarge.  Oliver Wyman’s MRO report forecasts the Middle Eastern market will grow 
from USD$9 billion in 2019 to USD$13.2 billion in 2029 of which USD$8 billion will spent on engines 
alone.  Yet Boeing’s longer-term prediction is more aggressive and they estimate the value the Middle 
East aviation services market as USD$745 billion by 2037.  Either way, the market is set for growth.  

Leading the regional MRO market is Etihad Airways Engineering with a 60,000sqm facility and 2,000 
employees in Abu Dhabi.  The company services contracts outside of its parent airline and has recently 
created a series of strategic alliances with OEMS and other MROs across the globe to capture more 
global business and regional growth.

TECHNOLOGY TRENDS
1. Future interiors

As growth in passenger movements continues to grow across the Middle East, increasingly technology 
has been implemented to manage the progression.  IATA has a bold plan to implement globally the ONE 
ID concept where all of a passenger’s details (passports, flight details, boarding passes) are stored on 
a single token which can seamlessly be read by airlines, customs and immigration, and even ground 
transportation.  Although it is at the concept stage, it requires the use of biometric screening. The Dubai 
International Airport has been one of the first to adopt the latest screening technology as part of their 
‘Smart Tunnel’.

It is not the only technology the UAE has implemented to manage passenger and traffic movements.  They 
have invested in the Hub Monitor system to allow all departments involved in an aircraft’s movement to 
track its progress and turn around.  Similarly, UAE General Civil Aviation Authority (GCAA) has signed a 
Memorandum of Understanding with Searidge Technologies to develop Artificial Intelligence in managing 
its aviation activities to achieve greater efficiencies, safety and commercial outcomes.

It may all seem futuristic (so too did on-board Wi-Fi and yet now 99% of Emirates’ aircraft offer the 
service).  As passenger surveys report waiting 10 minutes in an airport is deemed too long, the adoption 
of biometric screening, door-to-door travel management and automation may well propel the Middle East 
to the most strategic aviation destination well before predictions.

Aside from the user experience of an increased technology interface with all aspects of travel, the data 
collected from these touchpoints could inform the planning and operations of airports and airlines.  The 
future challenges will be how to harness and make sense of the data collected from everything from 
biometric scanning to ADS-B data to better schedule aircraft movements, predict route demand, reduce 
wastage of fuel through more accurate flight paths and design airports fit for future purposes.  As Dubai 
and Abu Dhabi, the rising aviation hubs, play an increasingly important role not only in the growth of the 
region but in the global industry, they will likely champion emerging technologies to achieve and sustain 
supremacy.
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DEFENCE AVIATION: TRENDS
The global expenditure on defence reached USD$1.82 trillion in 2018; a 2.6% increase on the previous 
year.  Within the global context, the Middle East is not a big spender in dollar terms with the clear 
exception of Saudi Arabia whose 2019 defence budget is USD$51 billion.  This makes it the third largest 
military spending nation in the world.  

What distinguishes the Middle Eastern defence market is spend per capita and GDP.  Out of the top 10 
ten defence spending nations per capita, five are in the Middle East as are nine of the top 15 defence 
budgets per GDP.  On average, Middle Eastern countries spend 13% of their fiscal budgets on defence 
annually with Oman and Saudi Arabia spending close to 20% and 30% respectively. 

It is a clear sign that defence is high on the priorities of regional governments and is set to increase.  
Jane’s by IHS Markit forecast Middle Eastern defence spending will reach USD$100 billion in 2019 and 
USD$117 billion by 2023 led predominantly by Saudi Arabia and the UAE.

For its part, the UAE’s defence budget is growing at a 6.5% CAGR and accumulatively over the years to 
2021, the country will spend USD$140.8 billion of which USD$53.1 billion will be on asset acquisition.  

IMPORTS AND DOMESTIC MANUFACTURING 
In the last two years, Middle Eastern air forces have invested significantly into fixed wing and rotary 
aircraft.  In fact, the region’s spend on imported equipment peaked in 2018 at over USD$15.3 billion of 
which over 50% was undertaken by Saudi Arabia and 30% was fixed wing aircrafts.  Yet, even in this 
environment, there is a shift to awarding contracts to local companies or at least transferring knowledge.
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Saudi Arabia signed a contract to import 152 Boeing F-15 Saudi Advanced Eagle Fighter jets.  Then in 
2018, awarded the manufacturer a USD$14.5 million maintenance contract up to 2023 which included a 
local knowledge transfer by insisting the training of Saudi technicians. The Royal Saudi Air Force (RSAF) 
also committed £10 billion to purchase 48 Eurofighter Typhoons from BAE Systems of which they started 
taking delivering in 2017.  Interestingly, the RSAF deal reportedly included portions of the aircrafts had to 
be assembled in Saudi Arabia to support local industry.

In 2019, the UAE awarded contracts to 18 local firms worth USD$250 million to stimulate local defence 
manufacturing. This strategy of encouraging local suppliers included developing a weaponised Black 
Hawk helicopter at the Abu Dhabi-based Advanced Military Maintenance, Repair and Overhaul Center 
(AMMROC).  This was shortly after the UAE took 17 (eight new and nine refurbished) Apache Helicopters 
from Boeing worth USD$242million.  

There is more evidence of deals structured around import and local value add.  Recently, the UAE 
Air Force announced the procurement of a Challenger 650 business jet for VIP and non-conflict 
requirements such as search and rescue, medical and VIP transportation and surveillance yet awarded 
the surveillance system fit out to a local company.

The UAE and Saudi Arabia are certainly leading the region in spending, yet they are not the only 
countries investing in aircraft.  Bahrain has ordered 12 F-16C and 4 F-16D aircraft for delivery over the 
coming years plus placed an order for 12 of Bell’s AH-1Z Zulu Cobra helicopters.  The first of the Bell 
rotary aircraft will be delivered in 2022 and the deal, sanctioned by the US’ FMS strategy, is worth 
USD$911.4 million.  According to Bell, it is one of the most advanced helicopters on the market and the 
UAE are also interested in the platform.  Whilst, the Afghan Air Force took delivery in September 2018 of 
first five of 30 MD 530F Cayuse Warrior helicopters.  

FUTURE SPENDING AND COMMERCIAL ARRANGEMENTS 
Although the trends on spending may look as though they are slowing, there are still plenty of pending 
contracts and procurement strategies at play in the region.  For instance, Kuwait has USD$3.038 billion 
worth of contracts for fixed wing aircraft, helicopters as well as UAVs and upgrades to existing squadrons.  

It is well known the UAE wishes to purchase two squadrons of F-35 Joint Strike Fighters yet the historic 
US policy limiting the sale of this platform to multiple countries in a region has been a stumbling block.  
Recently though, the policy has been reviewed in light of the strategic relationship between the US and 
the UAE, making the sale a distinct possibility along with the Reaper drone.  

Since President Trump took office, the US has acknowledged the importance of the relationship between 
the two countries.  The US-UAE alliance extends back to the Gulf War of 1991; since which time, the UAE 
has been the only Arab country to support the US Coalition’s activities in the region.  The partnership has 
seen 5,000 personnel deployed with the US Air Force’s 380th Air Expeditionary Wing hosted in the UAE.

In April of 2019, a small fleet of the US Air Force’s own F-35s were deployed to the UAE in their 
first Middle East assignment.  It comes as the supply of Turkish parts to the F-35 supply chain are in 
doubt and the US struggles to find partners to keep production of the 2,000 + aircraft on back order.  
Undoubtedly, the UAE will be using the deployment not only as an opportunity to see the aircraft in use 
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but also to exalt their manufacturing and supply capabilities.  

At the same time, investment into training is trending in the Middle East.  BAE’s Hawk Trainer jet is 
operated in Saudi Arabia, Oman, Bahrain, Kuwait and the UAE.  Oman and Saudi Arabia use the training 
jet to support their Eurofighter Typhoon acquisitions whilst the remaining countries use them for general 
training support.  It is also an aircraft on which future F-35 pilots can train.

Abu Dhabi manufacturer, Calidus, launched the B-250 prototype at the 2017 Dubai Airshow and has 
gained attention in the market not only as a training jet, but one easily converted to a light attack aircraft.  
It is also positioned on the market at 20% cheaper than other comparable aircraft.  

The push for locally produced products or input is part of the region’s economic diversification strategy 
away from oil.  The results will likely be an increase in foreign direct investment into the region or joint 
ventures between international players and local suppliers.

AI 
Artificial Intelligence (AI) has had a long and evolving history in the defence industry.  Rather than 
the pop-culture reference to robots going to war, AI in the defence sector is now being focused on 
unmanned information gathering and personnel decision making assisted by AI.  In short, the technology 
has yet to progress to be dynamic enough for the unpredictability of combat so it is utilised to inform 
human action.  In May of 2019, the US Government and MIT announced a USD$15 million a year 
partnership in a new AI incubator on the Massachusetts campus.  MIT was prompt to stress the university 
does not conduct research on weapons and the results of the incubator would be unclassified and 
published.  The incubator is part of the Schwarzman College of Computing and likely to focus on using AI 
for developing complex algorithms to facilitate better decision making.

UAVS 
Although the first UAV was used in the First World War launched by catapult, it wasn’t until the 2000s 
when the use of the UAV by defence forces became common practice.  For the most part, the use of 
a UAVs has been for surveillance and data collection however, the current trend is to position the UAV 
as a more active participant in manoeuvres.  As an example, Boeing has been converting aged F-16 jet 
fighters into unmanned aircraft.  The American outfit also won a contract from the US Navy to develop 
the MQ-25 Stingray as an UAV aircraft-to-aircraft refuelling tanker.  The contract is for four Stingrays 
by 2024 and is valued at USD$805 million with the possibility of reaching USD$13 billion for 72 of the 
aircraft.  It is a system which will benefit from the development of AI.

C4ISR 
This is one of the fastest growing sub-sectors of the air force market and is projected to be worth 
globally US$112.5 billion in 2023.  It was the second largest contributor to defence imports to the Middle 
East between 2013 and 2018.  The world’s air forces increasingly require timely, accurate and secure 
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information at a tactical and command level.  C4ISR takes data from everything from binoculars to 
satellites which it then combines together and delivers as a situational awareness tool.

Within the UAE, there are two leaders emerging in C4ISR; Aquila Aerospace and International Golden 
Group (IGG).  Aquila Aerospace is a subsidiary of ADASI and backed by Tawazun Group.  The company 
is responsible for modifying the UAE’s new Bombardier Challenger 650 with surveillance systems for 
differing applications.  It is part of the Aquila Aerospace’s movement into the C4ISR space.

In 2017, IGG and Leonardo signed an agreement to work on cybersecurity in the UAE and then in 2019, 
the companies have expanded the relationship to develop systems and manufacture power generation 
hardware to support the UAE’s C4ISR requirements in IGG’s facility in the UAE.

Both Aquila Aerospace and IGG are the embodiment of an industry and economic strategy to ensure 
the UAE is more than just a client of international defence companies but also an active participant in the 
industry.

THE DUBAI AIRSHOW 
The biennial event returns to Dubai in November 2019.  It has been the leading event at which many 
commercial and defence aviation contracts were finalised, relationships forged and connections made.  
The 2017 edition resulted in excess of USD$113.8 billion worth of orders generated from a staggering 
79,000+ trade visitors and 1,200 exhibitors.

As the Middle East’s role in the commercial and defence aerospace sectors grow in significance and 
size, the Dubai Airshow will be the focal point for shaping the future of the industry. With multiple 
streams targeted at all aspects of the commercial, business and defence aerospace markets, it is the 
most comprehensive trade event for those looking to secure business in the Middle East. For more 
information, visit www.dubaiairshow.aero or email info@dubaiairshow.aero.
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