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Summary

Real Economy: As expected, economic indicators in April reflected the
impact of COVID-19 containment measures on the local economy, with PMI
remaining in contractionary territory.

Consumer Spending: Both cash withdrawals and POS transactions fell
sharply in April by 35 and 33 percent year-on-year, respectively. Looking
ahead, we expect to see a rebound in POS transactions in May and June, in
-line with easing of COVID-19 containment measures, and a rise in
consumption prior to a hike in VAT from 5 to 15 percent in July.

Index of Industrial Production: The Index of Industrial Production (lIP)
declined in March by 3.3 percent year-on-year.

Government Finance: The net monthly change to government
accounts with SAMA decreased by SR15 billion month-on-month in April.

SAMA Foreign Reserve Assets: SAMA FX reserves declined month-on-
month in April, to stand at $449 billion. As the Ministry of Finance

highlighted, a large portion of this decline was attributable to an exceptional
transfer of $25 billion to the Public Investment Fund (PIF) during the month.

Money Supply: The broad measure of money supply (M3) rose
significantly in April, by 10 percent year-on-year.

Bank Deposits: Bank deposits rose by 10 percent year-on-year in April,
affected by the rise in demand deposits. We expect demand deposits to
continue rising in the following months, as SAMA announced it would
provide the banking system with SR50 billion to support liquidity.

Bank Credit: Total bank claims rose by 13.3 percent in April year-on-

T e e year, as credit to the private sector rose by 12.2 percent, year-on-year.
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Head of Research Inflation: Prices rose in April by 1.3 percent year-on-year. To reflect the
rkhan@jadwa.com impact of the planned rise in VAT in July 2020, we revised up our inflation

N L et forecast in 2020 to 3 percent, from 1.3 percent previously.

Senior Economist

nalsharif@jadwa.com GDP Growth: We have updated a number of our economic forecasts

. and now expect GDP to contract by 3 percent in 2020 (-1.7 percent
e s previously).
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Market Authority to conduct Securities many countries loosened lockdown measures.
Businesses, license number 6034-37.
Vi Jedhor vesimeis reseereh e e Oil-Regional: Saudi Arabia recently committed to voluntarily reducing
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Exchange Rates: A number of currencies declined against the US
dollar during the month of May.

Stock Market: A rally in oil prices and a gradual easing of lockdown

measures helped TASI post a marginal monthly rise in May. Looking ahead,

we see more upside to TASI as we approach 21st June, when all lockdown
Released: June-1-2020, 21:00 UTC+3 measures related to COVID-19 in the Kingdom are lifted.
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Real Economy

As expected, economic indicators in April reflected the impact of
COVID-19 containment measures on the local economy. Whilst PMI
remained in contractionary territory, at 44.2, affected by low
business activity, cement sales and production also declined in April.
Moreover, our non-oil composite index shows economic activity
dropped significantly during the month.

Non-oil Purchasing Managers’ Index
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Consumer Spending

Both cash withdrawals and POS transactions fell sharply in April by
35 and 33 percent year-on-year, respectively. POS transactions
were down in all sectors except for food and beverages’, which
were twice as high as the same period last year. Looking ahead, we
expect to see a rebound in POS transactions in May and June, in-
line with easing of COVID-19 containment measures, and a rise in
consumption prior to a hike in VAT from 5 to 15 percent in July.

Indicators of Consumer Spending
(year-on-year change)

- Point of sale transactions
- Cash withdrawals from ATMs

Both cash withdrawals and
POS transactions fell
sharply in April. Looking
forward, we expect a
rebound in May and June.
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POS Transactions by Sector in April
(year-on-year change)

POS transactions in all 100

sectors declined in April,

with the only rise being in

N O~
oo,

to see rises in some sectors
prior to a hike in VAT in
July, especially in items
such as jewelry, furniture,
education and electronics.

‘food & beverages’, as :CT
demand on food retailers o
rose during the lockdown, in E -25 ol B | . . . I I I I I I I I
addition to the higher food — -50
consumption usually -75
associated with the month -100 ©
of Ramadan (which began 5 § £ & 3 S8 5 o & %
on the 24" of April). S 8 2 5 = £E 2 £ £ %§ =
Looking ahead, we expect § 2 % z 2 }c_,g 8 T u_gJ =

e 5

o

Building Materials
Misc. Goods & Serv.
Restaurants & Cafés
Recreation & Culture

Historical POS transactions for Selected Sectors
(year-on-year change)

e Transport == Food & beverages

100

75

POS transactions in __50
transport during April saw a ]

sharp decline, as curfews 3 25

and travel restrictions were o 0
implemented during the a

month to contain the spread -25

of COVID-19.

-50

-75

-100

Apr-17  Oct-17 Apr-18 Oct-18 Apr-19 Oct-19 Apr-20



June 2020

Index of Industrial Production (lIP)

The Index of Industrial Production (IIP) declined in March by 3.3
percent year-on-year, mainly affected by the drop in the index of non
-oil manufacturing by 11.5 percent, year-on-year. A breakdown of
manufacturing industries show that most manufacturers saw
declining production in March, with the steepest declines seen in
rubbers and plastics, which contracted by 30 percent, year-on-year.

Index of Industrial Production - Manufacturing
(year-on-year change)
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The net monthly change to
government accounts with
SAMA declined by SR15
billion month-on-month in
April...

...which came mainly as a
result of a decrease in
government current
deposits, whilst government
reserves were mostly
unchanged month-on-
month.

Domestic banks net
holdings of government
debt rose by almost SR5
billion in April, as the
Ministry of Finance (MoF)
announced it has closed the
April 2020 issuance under
the Saudi Arabian
Government SR Sukuk
Program with a size of
SR5.5 billion.

Government Finance

The net monthly change to government accounts with SAMA
declined by SR15 billion month-on-month in April, which came
mainly as a result of a decrease in government current deposits,
whilst government reserves were mostly unchanged month-on-
month. At the same time, domestic banks net holdings of
government debt rose by almost SR5 billion in April.

Net Change to Government Accounts with SAMA
(month-on-month change)
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SAMA FX reserves
declined month-on-month in
April, to stand at $449
billion. As the Ministry of
Finance highlighted, a large
portion of this decline was
attributable to an
exceptional transfer of $25
billion to Public Investment
Fund (PIF) during the
month.

April’s decline in FX
reserves is still relatively
steep considering inflows
related to the $7 billion
international bond issuance
would have been received
during the month as well.

Looking ahead we see a
moderation in the pace of
monthly FX reserve
declines as Aramco’s $13
billion quarterly dividend is
received in May and as
imports decline on a year-
on-year basis. We expect
year end reserves to total
$420 billion, followed by
modest rises in 2021. A
significant improvement in
exports is expected to lift
FX reserves to around $450
billion by 2022.

SAMA Foreign Reserve Assets

SAMA FX reserves declined month-on-month in April, to stand at
$449 billion. As the Ministry of Finance highlighted, a large portion of
this decline was attributable to an exceptional transfer of $25 billion
to Public Investment Fund (PIF) in April (in addition to $15 billion in
March) in order to enhance the fund’s investment capacity. Looking
ahead we see a moderation in the pace of monthly FX reserve
declines, with year end FX reserves hitting $420 billion.

SAMA Total Foreign Reserve Assets
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Money Supply

The broad measure of money supply (M3) rose significantly in April,
by 10 percent year-on-year, and by 1.3 percent month-on-month.
The growth in M3 came mainly as a result of a rise in demand
deposits. Latest weekly data shows M3 growth rising in May, year-on
-year, which is likely affected by the easing of containment measures
of COVID-19 during the month.

Growth in Money Supply
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Bank deposits rose by 10
percent year-on-year in
April, affected by the rise in
demand deposits by 13.5
percent year-on-year. The
loan-to-deposit ratio was
down in April to 78.5
percent, marginally below
its 2019 average of 78.7
percent.

The rise in deposits came
mainly from the rise in
demand deposits, which
rose by 13.5 percent year-
on-year in April.

A breakdown of private
deposits shows a notable
rise in demand deposits,
rising by 11.4 percent year-
on-year. Looking forward,
we expect demand deposits
to continue rising in the
following months, as SAMA
announced it would provide
the banking system with
SR50 billion to support
liquidity.

Bank Deposits

Bank deposits rose by 10 percent year-on-year in April, affected by
the rise in demand deposits by 13.5 percent year-on-year.
Meanwhile, time deposits were up by 4.5 percent year-on-year
during the month. A breakdown of private deposits shows a notable
rise in demand deposits, which were up 11.4 percent year-on-year,

whilst private time deposits were down by 11 percent during the
month.

Growth in Total Bank Deposits
(year-on-year change)
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Bank Credit
Total bank claims rose by 13.3 percent in April year-on-year. Claims
on the public sector were up by 17.4 percent, meanwhile, credit to
the private sector rose by 12.2 percent, year-on-year. Looking
forward, we expect to see more rises in credit to the private sector
as a result of the SR50 billion stimulus provided by SAMA to the
banking sector to facilitate financing.
Breakdown of Bank Claims
(year-on-year change)
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10

Prices rose in April by 1.3
percent year-on-year, and
declined by 0.1 on a
monthly basis.

Prices in food & beverages’
rose by 6 percent, year-on-
year, likely affected by
higher local household
consumption of food
products during the
shutdown, in addition to the
higher consumption usually
associated with the month
of Ramadan which began
on the 24" of April.

Food prices in the Kingdom
trended differently than
international food prices
shown here by the FAO
index, which declined in
recent months due to
mounting inventories and
weak import demand as a
result of global containment
measure of COVID-19.

Inflation

Prices rose in April by 1.3 percent year-on-year, and declined by 0.1
on a monthly basis. Prices in ‘transport’ were down by 0.4 percent,
affected by lower gasoline prices. Meanwhile, prices in “food and
beverages’ rose by 6 percent, year-on-year, trending differently than
international food prices. To reflect the impact of the planned rise in
VAT in July 2020, we revised up our inflation forecast in 2020 to 3
percent, up from our previous projection of 1.3 percent.

Inflation
(year-on-year change)
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GDP Growth
In light of major developments (Ministry of Finance’s mid-May
announcements and lower oil output by Saudi Arabia for June), we
have updated a number of our economic forecasts. With respect to
overall growth, we now expect GDP to contract by 3 percent in 2020
(-1.7 percent previously), with oil declining 2.9 percent (-0.4 percent
previously) and non-oil GDP -3 percent (-2.6 percent previously).
GDP Growth by Type
(2020-21 Forecasted)
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Fiscal Position

On the fiscal side, we see government revenue totaling SR657
billion, with a split of 55/45 percent between oil/non-oil revenue. We
now also expect government expenditure to be in line with budgeted
levels of SR1.02 trillion. Taking into account revised revenue and
expenditure forecasts, we see the fiscal deficit reaching SR362
billion (13.5 percent of GDP) at the end of the year.

Government Revenue by Type
(2020 Forecasted)
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Oil prices rose sizably
month-on-month in May,
with Brent up 85 percent
and WTI 73 percent. Prices
rose on the back of
expected pick-up in
demand as many countries
loosened lockdown
measures, and because of
a commitment by Saudi
Arabia (and other OPEC
producers) to voluntarily
reduce additional oil
production for June, on top
of the reductions already
committed under the
OPECH+ deal.

Under our current
projections for daily oil
balances, a huge surplus in
H1 2020 should flip to a
deficit in H2 2020...

...resulting in prices rising in
H2 2020 and pushing full
year Brent to an average of
$39 per barrel.

13

Oil - Global

Qil prices rose sizably month-on-month in May, with Brent up 85
percent and WTI 73 percent. Prices rose on the back of expected
pick-up in demand as many countries loosened lockdown measures,
and because of a commitment by Saudi Arabia (and other OPEC
producers) to voluntarily reduce additional oil production for June, on
top of the reductions already committed under the OPEC+ deal.
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Oil - Regional
Saudi crude oil production hit an all time high of 12 million barrels
per day (mbpd) in April, with crude oil exports expected to have also
hit a record high of 9.1 mbpd during the month. Looking ahead,
Saudi Arabia recently committed to voluntarily reducing its crude oil
production for June by an extra 1 mbpd, on top of the reduction
already committed by the Kingdom under the OPEC+ deal.
Average Monthly Saudi Crude Oil Production
Saudi crude oil production (direct communication)
hit an all time high of 12
mbpd in April. Looking 12.1 -
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Exchange Rates
A number of currencies declined against the US dollar during the
month of May, especially so in countries with accelerating rates of
Covid infections/deaths. At the same time, the trade weighted US
dollar fell to three month lows as the prospect of trade tensions
between China and the US resurfaced.
Monthly Gain/Loss Against US Dollar
(May 2020)
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TASI was up 1.4 percent
month-on-month in May as
a gradual easing of the
current lockdown was
announced...

...performing modestly
better than most regional
indices during the month.

Meanwhile, net purchases
of SWAPs and buying by
QFls rose by SR2.4 billion
($656 million) during May,
with year-to-date inflows
totaling SR5.3 billion ($1.4
billion).

Stock Market

At one point in early May, as a number of austerity measures and
the implementation of 15 percent VAT was announced, TASI
dropped by 7 percent. Since then, a rally in global oil prices and a

gradual easing of lockdown measures helped the stock market post

a 1.4 percent month-on-month rise. Looking ahead, we see more
upside to TASI as we approach 21st June, when all lockdown
measures related to COVID-19 in the Kingdom are lifted.
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Key Data

2013 2014 2015 2016 2017 2018 2019 2020F 2021F
Nominal GDP
(SR billion) 2,800 2,836 2,454 2,419 2,582 2,934 3,044 2,680 3,068
($ billion) 747 756 654 645 689 782 812 @ 715 818
(% change) 1.5 1.3 -135 -14 6.8 136 3.7 -120 145

Real GDP (% change)

Qil 16 2.1 5.3 36 -3.1 3.1 -36 29 32
Non-oil private sector 7.0 54 3.4 0.1 1.5 1.9 3.8 45 3.2
Non-oil government 5.1 3.7 27 0.6 0.7 29 22 0.5 1.5
Total 2.7 3.7 4.1 1.7 07 24 03 30 29

Oil indicators (average)
Brent ($/b) 110 99 52 43 54 71 66 39 55
Production (million b/d) 9.6 9.7 102 104 10.0 103 938 9.3 9.6

Budgetary indicators (SR billion)

Government revenue 1,156 1,044 616 519 692 906 917 657 856
Government expenditure* 994 1,140 1,001 936 930 1,079 1,048 1,019 990
Budget balance 162 -96 -385 -417 -238 -173 -131  -362 -134
(% GDP) 58 -34 -157 -172 92 59 -43 -135 44
Gross public debt 60 44 142 317 443 560 678 @ 854 948
(% GDP) 2.1 1.6 58 131 171 191 223 319 309

Monetary indicators (average)
Inflation (% change) 3.5 22 1.2 21 -0.8 25 21 3 3.2

H 0,
ifa'\r")Abase'e“d'”g'"ate(/‘”e”d 20 20 20 20 20 30 23 050 075

External trade indicators ($ billion)

Oil export revenues 322 285 153 137 171 232 202 133 171
Total export revenues 376 342 204 184 222 294 262 @ 161 221
Imports 153 158 159 128 123 126 132 100 122
Trade balance 223 184 44 56 98 169 129 61 99
Current account balance 135 74 -57 -24 10 71 50 -3 24
(% GDP) 18.1 98 87 -37 1.5 9.0 6.1 -0.4 3.0
Official reserve assets 726 732 616 536 496 497 500 @ 420 426

Social and demographic

indicators

Population (million) 296 303 310 317 327 325 326 @318 320
Saudi Unemployment (15+, %) 1.7 117 115 125 128 127 120 | 120 118
GDP per capita ($) 25,223 24,962 21,095 20,318 21,048 24,065 24,890 22,439 25,535

Sources: Jadwa Investment forecasts for 2020 and 2021. General Authority for Statistics for GDP and demographic indicators,
Saudi Arabian Monetary Agency for monetary and external trade indicators, Ministry of Finance for budgetary indicators.
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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. Itis
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.




