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SUMMARY 

⚫ Since around 2020, numerous green hydrogen projects have been launched across the Middle East,  

driven by national efforts to transition away from a fossil fuel-dependent economy and abundant renewable 

energy resources. However, due to high production costs and insufficient demand, only a few projects have 

reached off-take agreements, with most remaining at the conceptual or feasibility study stage. 

⚫ In Europe, the assumed destination for hydrogen exports, green hydrogen production targets and import 

policies may change. In this context, it is important to assess whether export opportunities for the Middle 

East will expand. 

⚫ Given the challenges of high production costs and insufficient demand, a central question is whether 

existing projects in the Middle East will be scaled back and a shift toward prioritizing blue hydrogen 

development will gain momentum. 

1. GREEN HYDROGEN: EXPECTATIONS FOR ITS ROLE IN ECONOMIC DIVERSIFICATION 

AND DECARBONIZATION 

1. Green hydrogen1 projects in the Middle East  

Against the backdrop of the global trend toward decarbonization, countries in the Middle East and North Africa2 

(hereinafter referred to collectively as the Middle East) have begun to focus on hydrogen development as part 

of their national goals to move away from fossil fuel-dependent economies and diversify their economies. From 

around 2020, a large number of green hydrogen projects began to emerge in the region. The Middle East is 

one of the regions where blue hydrogen3 can be produced at the lowest cost in the world. However, the focus 

on the development of higher-cost green hydrogen can be attributed to several factors, including abundant 

renewable energy resources (solar and wind); the EU, which is a key energy export destination, introducing a 

green hydrogen-only certification system; and the Middle East’s geographical proximity to the European market. 

Numerous projects are underway, especially in Saudi Arabia, the UAE, Oman, Egypt, and Morocco (Figure 1). 

The most advanced initiative is the green hydrogen project that forms part of the large-scale, futuristic NEOM 

in northwestern Saudi Arabia. The main entities behind the project are NEOM, which is a subsidiary of Saudi 

 
1 Green hydrogen refers to hydrogen obtained by splitting water into hydrogen and oxygen using renewable energy sources such as 

solar and wind power. 
2 For the purposes of this report, the countries included in the Middle East and North Africa are Saudi Arabia, the United Arab 

Emirates (UAE), Oman, Qatar, Kuwait, Bahrain, Yemen, Iran, Iraq, Syria, Lebanon, Jordan, and Egypt (Middle East), Libya, Tunisia, 

Algeria, and Morocco (North Africa). Israel and Turkey are excluded. 
3 Blue hydrogen refers to hydrogen produced by significantly reducing CO2 emissions through the capture and storage (CCS) or 

capture, storage, and utilization (CCUS) of CO2 emitted during the process of manufacturing hydrogen primarily from natural gas. 
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Arabia’s sovereign wealth fund Public Investment Fund (PIF), renewable energy company ACWA Power, and 

US-based Air Products. In 2023, an exclusive off-take agreement (a contract guaranteeing purchase at pre-

agreed terms for a fixed period) was signed for the entire volume of green ammonia to be produced. As of 

September 2025, construction of the facility was 80% complete. 4 Another characteristic of many projects 

underway in the Middle East is that their green hydrogen is expected to be exported to Europe and Asia. 

  

 
4 NEOM says green hydrogen project is over 80% complete, Zawya, September 10, 2025. (accessed December 5, 2025) 

https://www.zawya.com/en/projects/utilities/neom-says-green-hydrogen-project-is-over-80-complete-f1z6qgoj
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1-2. The reality of high costs 

However, many projects remain mired in the conceptual and feasibility study stages because no off-takers have 

been secured. According to MEED, a Middle East business magazine, only three of approximately 80 green 

hydrogen projects in the Middle East have secured off-take agreements.5 Based on various media reports, 

these appear to correspond to the three projects indicated in red in Figure 1, one each in Saudi Arabia, Oman, 

and Egypt.6 

Green hydrogen production requires substantial investment in renewable energy facilities, electrolyzers, 

seawater desalination plants, and hydrogen storage and transportation infrastructure, resulting in production 

costs that significantly exceed those of blue and grey 7  hydrogen. Therefore, a full-scale transition to the 

industrial use of green hydrogen is difficult at present, and companies have little choice but to postpone its 

adoption until price competitiveness is achieved. High production costs are a global challenge, not just in the 

 
5 Bankability remains hydrogen’s unbreakable challenge, MEED, February 6, 2025. (accessed December 5, 2025) 
6 A common characteristic of these three projects is that the developers and off-takers receive strong support from government 

agencies. Such projects are considered to have a low risk of bankruptcy or payment delays and a high likelihood of receiving 

assistance in the form of government bailouts. As a result, the borrower’s ability to repay the loan is more likely to be perceived as 

reliable during the loan approval process. For example, the NEOM Green Hydrogen Company (NGHC), which is responsible for 

Saudi Arabia's NEOM Green Hydrogen Project, is a joint venture between ACWA Power, NEOM, and Air Products, with the first two 

companies being subsidiaries of PIF. With PIF, which has ample operating funds, effectively leading the project, high business 

stability is expected, and NGHC was able to secure $6.1 billion in financing in 2023, just three years after the project began. NEOM 

Green Hydrogen Company completes financial close at a total investment value of $8.4bln in the world’s largest carbon-free green 

hydrogen plant, Zawya, May 22, 2023. (accessed December 5, 2025) 
7 Grey hydrogen is primarily produced by using natural gas as the feedstock. Although its production generates significant CO2 

emissions and thus has a substantial environmental impact, it allows for low-cost, large-scale production. 

https://www.meed.com/bankability-remains-hydrogens-unbreakable-challenge
https://www.zawya.com/en/press-release/companies-news/neom-green-hydrogen-company-completes-financial-close-at-a-total-investment-value-of-84bln-in-the-worlds-largest-carbon-free-green-hydrogen-plant-g25fzj4r
https://www.zawya.com/en/press-release/companies-news/neom-green-hydrogen-company-completes-financial-close-at-a-total-investment-value-of-84bln-in-the-worlds-largest-carbon-free-green-hydrogen-plant-g25fzj4r
https://www.zawya.com/en/press-release/companies-news/neom-green-hydrogen-company-completes-financial-close-at-a-total-investment-value-of-84bln-in-the-worlds-largest-carbon-free-green-hydrogen-plant-g25fzj4r


Mitsui & Co. Global Strategic Studies Institute Monthly Report December 2025 

4 

Middle East. While government subsidies in Europe, Australia, and the US help sustain project profitability, 

there have been increasing instances of project downsizing and investment cancellations.8 

In response to this reality, Masdar,9 a major renewable energy and green hydrogen company in the UAE, 

decided in August 2025 to redirect the power10 from its $6 billion renewable energy project11 in Abu Dhabi away 

from the originally planned green hydrogen production and toward powering AI data centers. This decision was 

driven by the immaturity of the green hydrogen market and the rapid global growth in demand for AI technologies 

and data centers. Masdar strategically concluded that the latter would generate revenue in the near term. The 

company is developing clean energy businesses both within and outside the Middle East, and this shift in power 

supply may also affect other companies' strategies for green hydrogen project development. 

2. COULD GREEN HYDROGEN PROJECTS IN THE MIDDLE EAST BE SCALED BACK OR 

HALTED?  

This section examines the potential risk of green hydrogen projects being downsized or suspended from three 

perspectives, using projects in Saudi Arabia, the UAE, Oman, Egypt, and Morocco as case studies.  

2-1. Project progress 

Excluding the three projects mentioned earlier that have already secured off-take agreements, numerous other 

projects are either undergoing or have completed feasibility studies. However, progress on these projects has 

stalled due to the absence of secured off-takers (purchasers). For example, the Masdar Hassan Allam green 

hydrogen project (Figure 1) under development along Egypt's Suez Gulf coast is a venture involving BP, Masdar, 

Egyptian infrastructure firm Hassan Allam Utilities, and Egyptian renewable energy producer Infinity Power. 

However, securing overseas off-takers has proven challenging. Green hydrogen projects around the world are 

now competing for a limited pool of off-takers. Moreover, Egyptian hydrogen is not competitive with Chinese 

hydrogen, which benefits from substantial government subsidies.12 

Additionally, issues related to the low demand for hydrogen and its derivatives have been identified. Air Products, 

which signed an exclusive off-take agreement for the entire output of green ammonia to be produced at Saudi 

Arabia's NEOM green hydrogen plant, has not secured sufficient buyers for the ammonia. Given the uncertainty 

surrounding domestic demand in Saudi Arabia, there are concerns that persistently insufficient demand both 

overseas and domestically could affect the project’s overall profitability and scale.13 

  

 
8 IT'S NOT EASY BEING GREEN: Cancelled and Postponed Green Hydrogen Projects, EnergyNow.com, July 28, 2025 (accessed 

December 5, 2025) 
9 Masdar's shareholder structure consists of TAQA (Abu Dhabi's state-owned energy company) with a 43% share, Mubadala 

Investment Company (an Abu Dhabi government fund) with 33%, and ADNOC (Abu Dhabi's state-owned oil company) with 24%.

（TAQA, ADNOC, and Mubadala become new shareholders of Abu Dhabi’s Masdar, World Ports Org, April 30, 2025）Dr. Sultan 

Ahmed Al Jaber, who serves as chairperson of Masdar, also holds the position of CEO of ADNOC. He currently serves as the UAE's 

Minister of Industry and Advanced Technology and the UAE’s Special Envoy to Japan, and served as the president of the COP28 

climate conference in Dubai in 2023. 
10 UAE’s Renewables Champion Masdar Shifts Hydrogen Billions to Data Boom, Bloomberg, August 20, 2025. (accessed December 

5, 2025) 
11 A project being jointly developed by Masdar and Emirates Water and Electricity Company (Ewec). The plan calls for constructing a 

facility with 5.2 GW of solar power generation capacity and 19 GWh of energy storage capacity, capable of supplying 1 GW of 

baseload renewable energy around the clock, which would be a world first. Mega clean energy projects to boost AI and data centre 

growth in the UAE, says Masdar, The National, October 24, 2025. (accessed December 5, 2025) 
12 BP-led green hydrogen project in Egypt cannot find foreign buyers, will pivot to local offtake, Hydrogen Insight, December 19, 

2024. (accessed December 5, 2025) 
13 Saudi Arabia’s Neom Hydrogen Project Faces Uncertainty Over Demand, Bloomberg, May 22, 2025. (accessed December 5, 2025) 

https://energynow.com/2025/07/cancelled-and-postponed-green-hydrogen-projects/
https://www.worldports.org/taqa-adnoc-and-mubadala-become-new-shareholders-of-abu-dhabis-masdar/
https://www.bloomberg.com/news/articles/2025-08-20/uae-s-renewables-champion-shifts-hydrogen-billions-to-data-boom
https://www.thenationalnews.com/business/energy/2025/10/24/mega-clean-energy-projects-to-boost-ai-and-data-centre-growth-in-the-uae-says-masdar/
https://www.thenationalnews.com/business/energy/2025/10/24/mega-clean-energy-projects-to-boost-ai-and-data-centre-growth-in-the-uae-says-masdar/
https://www.hydrogeninsight.com/production/bp-led-green-hydrogen-project-in-egypt-cannot-find-foreign-buyers-will-pivot-to-local-offtake/2-1-1756575
https://www.bloomberg.com/news/articles/2025-05-22/saudi-arabia-s-neom-hydrogen-project-faces-uncertainty-over-demand
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2-2. Hydrogen strategies of five Middle Eastern countries  

Next, the hydrogen strategies of the five countries (Figure 2) are examined to determine whether there have 

been any downward revisions to the priority or production targets of blue and green hydrogen. 

In its National Hydrogen Strategy announced in July 202314, the UAE government set annual production targets 

of 1 million tonnes of green hydrogen and 400,000 tonnes of blue hydrogen by 2031, positioning green hydrogen 

at the center of its net-zero strategy. Meanwhile, Masdar, the central entity responsible for implementing the 

UAE's net-zero strategy, initially set a target of producing 1 million tonnes of green hydrogen per year by 2030. 

However, in October 2024, it announced that it would “produce 1 million tonnes of green hydrogen or equivalent 

derivatives annually within 10 years,” effectively pushing back the target year to 2034.15 The reason for the 

postponement has not been disclosed. Masdar’s decision to delay the achievement of its production target could 

also affect the realization of the UAE's National Hydrogen Strategy. 

In the other four countries, no downward revisions to production targets or postponements of target achievement 

years have been confirmed under their national hydrogen strategies. Egypt and Oman, which have limited 

natural gas production, and Morocco, which relies on energy imports, are three countries likely to continue 

promoting green hydrogen production from an energy security perspective. However, depending on their fiscal 

conditions and the progress of renewable energy deployment, the possibility of adjustments to the targets 

cannot be ruled out. 

 

2-3. European market 

Finally, given that many green hydrogen projects in the Middle East are intended for export to Europe, this 

section examines Europe’s hydrogen demand and the development status of its import and export infrastructure.  

 
14 Ministry of Energy and Infrastructure (United Arab Emirates), National Hydrogen Strategy, July 2023. (accessed December 5, 

2025) 
15 UAE’s Masdar Delays Green Hydrogen Capacity Target Beyond 2030, Bloomberg, October 28, 2024. (accessed December 5, 

2025) 

https://assets.u.ae/api/public/content/d663ba3cc96841f6bc0bb71b2b6d49f6?v=9031b617
https://www.bloomberg.com/news/articles/2024-10-28/uae-s-masdar-delays-green-hydrogen-capacity-target-beyond-2030
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According to REPowerEU, formulated by the European Commission, the EU has set a target of producing 10 

million tonnes of green hydrogen annually by 2030 and of importing an additional 10 million tonnes. However, 

given the delays in hydrogen projects within the region, doubts have been raised about the feasibility of this 

target,16 and a downward revision of the regional production target cannot be ruled out. This could present an 

opportunity for the Middle East to fill Europe's hydrogen demand gap through exports to the region. 

The German government’s increased focus on building a system for importing green hydrogen will also benefit 

countries in the Middle East. Germany is reviewing its subsidy framework for domestic green hydrogen 

production and is shifting its policy toward a greater focus on imports. Specifically, for projects involving the 

import of green hydrogen and its derivatives, the government has announced a policy to expedite the licensing 

and approval processes.17  

Regarding import and export infrastructure, Oman and the Netherlands agreed in April 2025 to jointly develop 

the world's first commercial-scale liquid hydrogen corridor to transport green hydrogen from Oman's Port of 

Duqm to the Port of Amsterdam. The hydrogen will be re-gasified there and supplied for industrial use in the 

Netherlands, Germany, and other European countries.18 The realization of such a transportation scheme will 

require the establishment of international safety regulations for the supply of hydrogen fuel to ships. Furthermore, 

in July 2025, Saudi Arabia's ACWA Power signed preliminary agreements with companies in Italy, France, the 

Netherlands, and Germany on plans to export green hydrogen to Europe19 under the proposed India-Middle 

East-Europe Economic Corridor (IMEC) initiative.20 Storage and export facilities are also planned for other 

hydrogen projects, but all remain at the conceptual stage. 

Meanwhile, the EU’s Clean Industry Deal, announced in February 2025, recognizes a range of low-carbon 

technologies, including CCUS, based on the principle of technology neutrality. This may lead to a reassessment 

of blue hydrogen as a short-term decarbonization option within the EU. Such a policy shift could influence the 

balance between blue and green hydrogen demand in the EU and may also affect investment decisions for 

green hydrogen projects in the Middle East. 

3. CONCLUSION  

Middle Eastern green hydrogen projects have rapidly emerged against a backdrop of abundant renewable 

energy resources and state-led strategies to reduce dependence on oil, but many remain at the conceptual and 

feasibility study stages. The biggest challenges are high production costs and the difficulty of securing off-take 

agreements; without addressing these issues, commercialization will be difficult. Furthermore, insufficient 

demand and inadequate import and export infrastructure also pose significant barriers. While potential changes 

in hydrogen production and import policies in Europe could create greater export opportunities for the Middle 

East, overcoming cost challenges will be essential to fully capitalize on them. 

Meanwhile, at the global level, discussions are intensifying around the promotion of cheaper blue hydrogen to 

advance decarbonization, given the high production costs and uncertain demand for green hydrogen. Saudi 

Arabia and the UAE, which can produce blue hydrogen at low cost, are currently maintaining policies that 

 
16 EU hydrogen targets are ‘unrealistic’, says audit body, Financial Times, July 17, 2024. (accessed December 5, 2025) 
17 German government looks to overhaul hydrogen subsidy schemes and increase focus on importing H2: senior official, Hydrogen 

Insight, October 10, 2025. (accessed December 5, 2025) 
18 Oman and the Netherlands agree to jointly develop 'world's first' liquid hydrogen corridor, Hydrogen Insight, April 16, 2025. 

(accessed December 5, 2025) This hydrogen corridor is designed to transport hydrogen (or its derivatives) that complies with the EU's 

definition of “renewable fuels of non-biological origin (RFNBO)”. 
19 Acwa Power signs pacts to export renewable energy and green hydrogen to Europe, The National, July 20, 2025. (accessed 

December 5, 2025)  
20 The India-Middle East-Europe Economic Corridor (IMEC) is a large-scale multilateral infrastructure cooperation project that will 

connect India, the Middle East (Gulf countries, Jordan, Israel), and Europe through rail, maritime, road, digital, and energy (including 

green hydrogen) infrastructure to strengthen logistics, trade, and supply chains. It was announced at the 2023 G20 Summit. 

https://www.ft.com/content/6ea87a1c-1413-4b08-a953-a33dc729dd3c?utm_source=chatgpt.com
https://www.hydrogeninsight.com/production/german-government-looks-to-overhaul-hydrogen-subsidy-schemes-and-increase-focus-on-importing-h2-senior-official/2-1-1884527?utm_campaign=2025-10-14&utm_content=hydrogen&utm_medium=email&utm_source=email_campaign&utm_term=recharge
https://www.hydrogeninsight.com/policy/oman-and-the-netherlands-agree-to-jointly-develop-worlds-first-liquid-hydrogen-corridor/2-1-1808501
https://www.thenationalnews.com/business/energy/2025/07/20/acwa-power-signs-pacts-to-export-renewable-energy-and-green-hydrogen-to-europe/?utm_source=chatgpt.com
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promote both blue and green hydrogen. Amid the slowdown in global greening efforts, it will be worth watching 

whether they scale back existing green hydrogen projects and shift their focus toward blue hydrogen.  
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