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Summary

Real Economy: The non-oil PMI declined month-on-month but remained in
expansionary mode, at 53.9 in February. The decline likely reflects the
suspension of recreational events in the Kingdom for most of the month.

Consumer Spending: As anticipated, consumer spending declined on
both yearly and monthly basis in February as a result of the suspension of
recreational events for most of the month. Looking ahead, we expect a pick
up in monthly and yearly indicators in consumer spending, with the latter
being boosted by a lower base as a result of severe lockdowns during
March to June of last year.

Industrial Sector: The monthly value of licensed investments in new
factories stood at SR857 million in February, with a net increase of 70
factories during the month.

Government Finance: The net monthly change to government
accounts with SAMA was down by almost SR21 billion month-on-month in
February.

SAMA Foreign Reserve Assets: SAMA FX reserves declined by $8.8
billion month-on-month in February, to stand at $441 billion. Looking ahead,
we are still expecting an improvement in the current account (due to higher
oil receipts) and financial account inflows related to two recent international
bond issuances to lead to a build in FX reserves in the near term.

Money Supply, Bank Deposits and Credit: The broad measure of
money supply (M3), deposits and total bank claims all rose on a year-on-
year basis in February.

Inflation: Prices rose in February by 5.2 percent year-on-year, and were
effectively flat on a monthly basis. Looking ahead, we expect the
combination of lower pre-VAT base effects from last year and a gradual
recovery in aggregate demand to keep prices at elevated levels in the next
few months (on a yearly basis).

2020 Gross Domestic Product: Full year data on 2020 real GDP
showed that the economy contracted by 4.1 percent year-on-year. The oil
sector declined by 6.7 percent, whilst non-oil GDP declined by 2.3 percent.

Labor Market: The Saudi unemployment rate declined in Q4 2020, to
reach 12.6 percent, down from 14.9 percent in Q3 2020.

2020 Balance of Payments: Full year 2020 data showed that the current
account deficit stood at $11.4 billion (-1.7 percent of GDP). The decline was
mainly due to a drop in oil exports (-40 percent year-on-year) and non-oil
exports (-11 percent year-on-year).

Oil-Global: Qil prices rose for the fifth consecutive month in March.
Brent oil prices rose 4 percent and WTI climbed 5 percent month-on-month.

Oil-Regional: Saudi crude oil production averaged 8.2 mbpd in
February, a substantial decline of 11 percent month-on-month.

Stock Market: TASI rose 8.3 percent month-on-month in March, pushing
the Saudi stock market to its highest level in six and a half years. The index
mirrored the sharp rise in oil prices earlier in the month and then rallied
again towards the end of the month as the government announced a SR27
trillion investment strategy over the next 10 years.
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The non-oil PMI declined
month-on-month but

remained in expansionary
mode of 563.9 in February.

Cement sales showed a 3.5
percent increase year-on-
year but production
remained effectively flat at
0.5 percent on a yearly
basis as cement inventories
declined by 17 percent year
-on-year .

Non-oil exports in January
posted a healthy 15 percent
year-on-year increase
mainly because of a rise in
“plastic and rubbers
products” and “transport
equipment” which increased
by circa 24 percent and 39
percent year-on-year,
respectively.

Real Economy

The non-oil PMI declined month-on-month but remained in
expansionary mode, at 53.9 in February. The decline likely reflects
the suspension of recreational events in the Kingdom for most of
February. Meanwhile, cement sales rose 3.5 percent year-on-year in
February but production remained effectively flat on a yearly basis.
January witnessed a healthy 15 percent year-on-year rise in non-oil

Non-oil Purchasing Managers’ Index
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Consumer Spending

As anticipated, consumer spending declined on both yearly and
monthly basis in February reflecting the Saudi authorities decision to
suspend recreational events for most of the month. Looking ahead,
we expect a pick up in monthly and yearly indicators in consumer
spending, with the latter being boosted by a lower base as a result of
severe lockdowns during March to June of last year.

Indicators of Consumer Spending
(year-on-year change)
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The monthly value of
licensed investments in new
factories stood at SR857
million in February...

.. with a net increase of 70
factories being licensed
during the month.

February saw net new hires
(3.5 thousand), a fourth
consecutive monthly rise in
both foreign and national
workers.

Industrial Sector

The monthly value of licensed investments in new factories stood at
SR857 million in February, with a net increase of 70 factories during
the month. Moreover, the month witnessed 3.5 thousand net new
hires in the industrial sector, of which 66 percent were foreign
workers (2.3 thousand) and 34 percent were Saudi (1.2 thousand).

Volume of Licensed Investments
(monthly total)
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Government Finance
The net monthly change to government accounts with SAMA was
down by almost SR21 billion month-on-month in February. The
breakdown shows the decline came fully from government deposits,
whilst government reserves were unchanged during the month.
Meanwhile, domestic banks net holdings of government bonds
declined by SR8.2 billion month-on-month, suggesting a redemption
of a portion of outstanding bonds.
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SAMA Foreign Reserve Assets

SAMA FX reserves declined by $8.8 billion month-on-month in
February, to stand at $441 billion, registering the third consecutive
monthly decline. Looking ahead, we still expect an improvement in
the current account (due to higher oil receipts) and financial account
inflows related to two recent international bond issuances to lead to
a build in FX reserves in the near term.
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Money Supply, Bank Deposits and Credit

The broad measure of money supply (M3) rose by 9.8 percent year -
on-year in February, and by 1.6 percent month-on-month. Growth in
total deposits continued, rising by 10.2 percent year-on-year,
boosted primarily because of a rise in ‘Demand deposits’.
Meanwhile, total bank claims continued to rise, with private sector
contributing around 11 of the total 14 percent overall rise in

February.
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Inflation

Prices rose in February by 5.2 percent year-on-year, and were
effectively flat on a monthly basis. The yearly rises continued to be
driven by “Food and Beverages” and “Transport”, which saw annual
rises of 11.2 percent and 9.8 percent, respectively. Looking ahead,
we expect the combination of lower pre-VAT base effects from last
year and a gradual recovery in aggregate demand to keep prices at
elevated levels in the next few months (on a yearly basis).

Inflation
(year-on-year change)
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2020 Gross Domestic Product

Full year data on 2020 real GDP showed that the economy
contracted by 4.1 percent year-on-year. The oil sector declined by
6.7 percent (40 percent share of GDP), whilst non-oil GDP declined
by 2.3 percent. Within the non-oil GDP, the private sector, which
represents 41 percent of total GDP, fell by 3.1 percent while the
public sector (18 percent share of GDP) went down by 0.5 percent.

Annual GDP Growth
(year-on-year change)
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Labor Market Q4 2020 — GaStat Survey
The Saudi unemployment rate declined in Q4 2020, to reach 12.6
percent, down from 14.9 percent in Q3 2020. Both male and female
unemployment declined, with female unemployment declining
significantly to 24 percent, down from an average of 31 percent
during the past four years. During Q4 2020, a total of 121 thousand
expat workers left the labor market.
Unemployment Rate
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Full year 2020 data showed
that the current account
deficit stood at -$11.4 billion
(-1.7 percent of GDP vs. 4.7
percent in 2019).

Looking ahead, we expect
an improvement in both oil
and non-oil exports to push
the current account back
into a surplus in 2021.

Meanwhile, Foreign Direct
Investment (FDI) into the
Kingdom rose by a sizable
20 percent year-on-year in
2020, to a total of $5.5
billion, the highest amount
since 2016. This rise is
especially impressive given
that the United Nations
Conference on Trade and
Development (UNCTD)
recently stated that COVID-
19 related uncertainty led to
drop in global FDI by 42
percent year-on-year in
2020.

2020 Balance of Payments

Full year 2020 data showed that the current account deficit stood at
$11.4 billion (-1.7 percent of GDP vs. 4.7 percent in 2019). The
decline was mainly due to a drop in oil exports (-40 percent year-on-
year) and non-oil exports (-11 percent year-on-year), although a
decline in imports (-15 percent year-on-year) was also observed.
Looking ahead, we expect an improvement in both oil and non-oil
exports to push the current account back into a surplus in 2021.

Current Account Balance

= |nvisible = Imports mmm Non-oil exports
mmm Oil exports —CA, RHS
400 + - 25
300 - - 20 %
200 -15 ©
§ 100 10 2
= c
8 O 5 8
e 5
-100 0 2o
-200 -5
-300 - - -10
2010 2012 2014 2016 2018 2020
Current Account Balance
(forecast)
25 -
20 -
o 15 -
o
o 10 -
o
g s /\
o
3 0 T T T T T T T Iv/ 1
e
-5 -
-10 -
2011 2013 2015 2017 2019 2021F
Foreign Direct Investment
14 -
12 -
10 -
3
o 8
5 g
£
4
2
0

2012

2014 2016 2018 2020




April 2021

Oil prices rose for the fifth
consecutive month in
March. Brent oil prices rose
4 percent and WTI climbed
5 month-on-month as...

...OPEC and partners
(OPEC+) agreed to roll over
current production levels
into April (with small
exceptions granted to
Russia and Kazakhstan).
Additionally, Saudi Arabia
also stated it would
continue with a unilateral
reduction of 1 mbpd into
April.

The average gain in March
masks turbulent trading
seen during the month. In
fact, oil prices hita 15
month high in mid-March,
but then dropped circa 10
percent due to concerns
over a slow roll-out of
vaccinations in Europe and
a build in commercial oil
inventory. Later in the
month, some of these
losses reversed as a tanker
ran a ground in the Suez
canal (which has now been
cleared), halting just under
2 mbpd of crude oil
shipments.

12

Oil - Global

Qil prices rose for the fifth consecutive month in March. Brent oil
prices rose 4 percent and WTI climbed 5 percent month-on-month as
OPEC and partners (OPEC+) agreed to roll over current production
levels into April (with small exceptions granted to Russia and
Kazakhstan). Additionally, Saudi Arabia also stated it would continue
with a unilateral reduction of 1 million barrels per day (mbpd) into
April.
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Oil - Regional

Saudi crude oil production averaged 8.2 mbpd in February, a
substantial decline of 11 percent month-on-month. The decline is
consistent with the announcement of unilateral voluntary 1 mbpd
reduction in oil output by Saudi Arabia. Meanwhile, latest available
data for January showed an 8 percent yearly drop in direct crude oil
burn (for electricity generation).
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TASI rose 8.3 percent
month-on-month in March,
pushing the Saudi stock
market to its highest level in
six and a half years. The
index mirrored the sharp
rise in oil prices earlier in
the month and then rallied
again towards the end of
the month as the
government announced a
SR27 trillion investment
strategy over the next 10
years

As a result TASI, was
amongst the best
performing major global and
regional indices during the
month.

Meanwhile, the Saudi stock
market continued to see net
purchases of SWAPs and
buying by qualified foreign
investors (QFIs). Net
inflows into the Saudi stock
exchange currently total
SR5 billion ($1.3 billion)
year-to-date.

Stock Market

TASI rose 8.3 percent month-on-month in March, pushing the Saudi
stock market to its highest level in six and a half years. The index
mirrored the sharp rise in oil prices earlier in the month and then
rallied again towards the end of the month as the government
announced a SR27 trillion investment strategy over the next 10
years. As a result, TASI, was amongst the best performing major
global and regional indices during the month.
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Disclaimer of Liability

Unless otherwise stated, all information contained in this document (the “Publication”)
shall not be reproduced, in whole or in part, without the specific written permission of
Jadwa Investment.

The data contained in this research is sourced from Reuters, Bloomberg, The World
Bank, Tadawul and national statistical sources unless otherwise stated.

Jadwa Investment makes its best effort to ensure that the content in the Publication is
accurate and up to date at all times. Jadwa Investment makes no warranty,
representation or undertaking whether expressed or implied, nor does it assume any
legal liability, whether direct or indirect, or responsibility for the accuracy,
completeness, or usefulness of any information that contain in the Publication. It is
not the intention of the publication to be used or deemed as recommendation, option
or advice for any action(s) that may take place in future.




16

April 2021

Key Data

2014 2015 2016 2017 2018 2019 2020E 2021F 2022F
Nominal GDP
(SR billion) 2,836 2,454 2,419 2,582 2,934 3,044 2,545 2,860 3,108
($ billion) 756 654 645 689 782 812 679 @ 763 829
(% change) 1.3 -135 -14 68 136 3.7 -164 123 87

Real GDP (% change)

oil** 21 53 36 -31 3.1 -36 64 1.3 9.4
Non-oil private sector** 54 3.4 0.1 1.5 1.9 3.8 -3.3 3.2 3.0
Non-oil government** 3.7 27 0.6 0.7 29 22 0.0 1.5 1.0
Total 3.7 4.1 1.7 07 24 03 -41 2.1 5.2

Oil indicators (average)
Brent ($/b) 99 52 43 54 71 66 42 55 60
Production (million b/d) 97 102 104 100 103 9.8 9.2 9.3 10.0

Budgetary indicators (SR billion)

Government revenue 1,044 616 519 692 906 926 770 851 911
Government expenditure* 1,140 1,001 936 930 1,079 1,059 1,068 990 955
Budget balance 96 -385 417 -238 -173 -133 -298  -139 -4
(% GDP) -34 -157 -172 92 59 -44 -12 48 -14
Gross public debt 44 142 317 443 560 678 854 | 937 1013
(% GDP) 1.6 58 131 171 191 223 335 | 328 327

Monetary indicators (average)
Inflation (% change) 22 1.2 2.1 -08 25 -21 3.0 3.7 1.5

H 0,
)?(f‘a'\f)”‘base'e”d'”grate("’ end 20 20 20 20 30 23 075 075 125

External trade indicators ($ billion)

Oil export revenues 285 153 137 171 232 201 127 = 165 202
Total export revenues 342 204 184 222 294 262 177 | 219 260
Imports 158 159 128 123 126 140 118 | 124 124
Trade balance 184 44 56 98 169 121 60 95 135
Current account balance 74 -57 -24 10 72 38 -17.9 19 56
(% GDP) 98 -87 -37 1.5 9.2 4.7 -2.6 2.5 6.8
Official reserve assets 732 616 536 496 497 500 453 @ 455 473

Social and demographic

indicators

Population (million) 303 310 317 327 325 326 318 320 323
Saudi Unemployment (15+, %) 1.7 115 125 128 127 120 140 | 121 10.9
GDP per capita ($) 24,962 21,095 20,318 21,048 24,065 24,890 21,314 23,798 25,659

Sources: Jadwa Investment forecasts for 2021 and 2022. General Authority for Statistics for GDP and demographic indicators,
Saudi Central for monetary and external trade indicators, Ministry of Finance for budgetary indicators. Note: *2016 government
expenditure includes SR105 billion in due payment from previous years. **Jadwa estimates for 2020



