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BMI expects the UAE to set its defence budget at US$103.8bn for 2014, and to increase
this further to US $158.1bn by 2018. These levels of spending have given the UAE one
of the largest defence budgets in the world. The country is spending lavishly on defence
to update equipment considered obsolete, and also to address security threats which
exist in its locale.

At the strategic level, in mid-January 2013, the UAE and Iran announced that they had
reached an agreement regarding the sovereignty of disputed islands in the Strait of
Hormuz. This will see two of the three islands, Greater and Lesser Tunbs, being
governed under UAE sovereignty (they are currently ruled by Iran), with the status of the
third island, Abu Musa, still being negotiated.
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