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Real Economy: Cement sales continued to trend downwards,
falling by 6.5 percent in full-year 2023, following a 2.4 percent fall
in 2022. Meanwhile, latest available data showed non-oil exports
falling in October, meaning that they were down by 14 percent.
Weakness in the key China market for petrochemicals is the

principal reason.

Consumer Spending: Consumer spending rose by 7 percent
in 2023. The value of POS transactions, which are the dominant
form of transactions, grew by almost 10 percent, though this was
around half the 2022 rate. Cash withdrawals fell for the fifth year in
a row. ‘Electronics’, ‘construction materials’ and ‘furniture’
recorded the biggest declines, while ‘transportation’, ‘restaurants’
and ‘hotels’ marked some of the biggest annual gains.

SAMA Foreign Reserve Assets: SAMA FX reserves declined
by $1 billion month-on-month in December, to stand at $437
billion. The majority of the monthly decrease came from foreign
securities (-$4.8 billion), while bank deposits rose by $3.7 billion

during the month.

Money Supply, Bank Deposits and Credit: The broad measure
of money supply (M3) rose by 7.6 percent last year. Time &
savings deposits returned 32 percent growth thanks to high
savings rates. This more than offset a small decline in demand
deposits. Meanwhile, the volume of new mortgages fell by more
than 51,000, or almost a third, during the year. Both these trends
should begin to reverse in H2 as interest rates come down.

Inflation: Consumer prices in December rose by 1.5 percent
year-on-year, and by 0.1 percent month-on-month. ‘Food and
beverages’ rose by 1.2 percent year-on-year, and ‘Housing and
utilities’ by 7.5 percent. Overall in 2023, inflation averaged 2.3
percent, in line with our forecast. We expect inflation to remain
subdued, though there is some risk to this depending on the
duration of Red Sea shipping disruptions.

Oil: Two months of missile and drone attacks on shipping in
the Red Sea have had a pronounced effect on shipping routes, but
so far little impact on oil prices. Many traders are calculating that
re-routing of crude does not mean /ost crude, and point out that
most Middle East oil bound for the US Gulf Coast already goes

around the Cape of Good Hope.

Stock Market: TASI declined on a month-on-month basis in
January, down by 1.4 percent, in line with many EM markets.
Meanwhile, average daily traded volumes saw a sizable gain in
January, up by 42 percent month-on-month, reaching SR8.5

billion.
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Real Economy

Cement sales continued to trend downwards, falling by 2.1 percent
year-on-year in December, and by 6.5 percent in full-year 2023. This
followed a 2.4 percent fall in 2022. Meanwhile, latest available data
showed non-oil exports falling in October, meaning that they were
down by 14 percent. Weakness in the key China market for
petrochemicals is the principal reason.
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Consumer Spending

Consumer spending rose by 7 percent in 2023. The value of POS
transactions, which are the dominant form of transactions, grew by
almost 10 percent, though this was around half the 2022 rate. Cash
withdrawals fell for the fifth year in a row. ‘Electronics’, ‘construction
materials’ and ‘furniture’ recoded the biggest declines, while
‘transportation’, ‘restaurants’ and ‘hotels’ marked some of the
biggest annual gains.
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SAMA FX reserves
declined by $1 billion month
-on-month in December...

...to stand at $437 billion.

FX reserves ended the year
down $23 billion. The main
reason for this was direct
investment outflows.

SAMA Foreign Reserve Assets

SAMA FX reserves declined by $1 billion month-on-month in
December, to stand at $437 billion. The majority of the monthly
decrease came from foreign securities (-$4.8 billion), while bank
deposits rose by $3.7 billion during the month. This meant that FX
reserves fell by $23.3 billion during the course of the year,
attributable to outflows on the financial account of the balance of
payments (primarily outward direct investment).
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Money Supply, Bank Deposits and Credit

The broad measure of money supply (M3) rose by 7.6 percent last
year. Time & savings deposits returned 32 percent growth thanks to
high savings rates. This more than offset a small decline in demand
deposits. Meanwhile, the volume of new mortgages fell by more
than 51,000, or almost a third, during the year. Both these trends
should begin to reverse in H2 as interest rates come down.
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Consumer prices rose by
1.5 percent year-on-year in
December and by 0.1
percent month-on-month.
Average inflation for the
year was 2.3 percent, and it
should remain subdued in
2024, though there is risk to
this stemming from shipping
disruption in the Red Sea.

For 2023 as a whole,
‘housing & utilities’ saw the
largest rise among the CPI
basket groups, while
‘clothing & footwear’ and
‘home furniture’ saw the
largest annual price
declines.

‘Rentals for housing’ saw
another yearly rise in 2023,
by an average of 9.5
percent compared with 2
percent in the previous
year. Rents have been
driven up by higher
mortgage rates and
expatriate demand.

Inflation

Consumer prices in December rose by 1.5 percent year-on-year, and
by 0.1 percent month-on-month. ‘Food and beverages’ rose by 1.2
percent year-on-year, and ‘Housing and utilities’ by 7.5 percent.
Overall in 2023, inflation averaged 2.3 percent, in line with our
forecast. We expect inflation to remain subdued, though there is
some risk to this depending on the duration of Red Sea shipping
disruptions.
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Oil

Two months of missile and drone attacks on shipping in the Red Sea
have had a pronounced effect on shipping routes, but so far little
impact on oil prices. Many traders are calculating that re-routing of
crude does not mean lost crude, and point out that most Middle East
crude bound for the US Gulf Coast already goes around the Cape of
Good Hope (it is carried in tankers too big to fit through the Suez
Canal). A more meaningful impact on supply could come from the
additional “voluntary” output cuts that OPEC Plus has pledged. Early
export data indicate low compliance, however.

Brent Oil Price
(monthly averages)

95
Oil prices have been largely 90
unmoved by the Red Sea —_
turmoil. An attack on an g 85
international tanker carrying s
Russian crude saw Brent 5 80
touch $85 pb but it quickly o
subsided. Traders note that £
almost all crude is getting to 75
its destination, it is just
taking longer. 70
Jan-23 Apr-23 Jul-23 Oct-23 Jan-24
Observed OPEC Plus Oil Exports
OPEC Plus’s “voluntary” 3 400
cuts are potentially a more S 300
significant source of supply g
reduction. However, early o 200
data are not impressive: ©
figures from one market & 100
intelligence firm show i 0 [ ]
exports broadly stable in = - -
January compared with 2 .100
December (albeit with e
sizeable variations between £ -200 = . c c o "
countries). ‘®© © c O S ‘=
= < 5 3 & 5
X [ ) x <
=i o} ©
o Lcll_) g
N4
US Shale Output vs Rig Count
. —=US Shale production ===Rig count (RHS)
> 10500 650
The overall global supply 3
outlook hinges on US shale % 10000
production gains. Early data | 2 600
show some weather-related % 9500
declines heading into =
February, and we think that | 8 550
last year’s consolidation in o 9000
the shale sector will see 5 500
overall US output growth ¢ 8500
halve to around 500,000 8
bpd this year. £ 8000 450

/ Jan-22 Jun-22 Nov-22 Apr-23 Sep-23 Feb-24



February 2024

Stock Market
TASI declined on a month-on-month basis in January, down by 1.4
percent, in line with many EM markets. Meanwhile, average daily
traded volumes saw a sizable gain in January, up by 42 percent
month-on-month, reaching SR8.5 billion.
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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.




