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 Taking 2018 as a whole, non-OPEC production and oil demand  
will likely grow by almost the same volume and it is this current 
outlook that might act as the ceiling for expectations of higher oil 
prices.  

 
 The USD continued its broad-based decline against its major 

peers as the NAFTA expiration proposal by President Trump is 
adding uncertainty on how the negotiations will pan out.  

 
 Lower drought concerns and increasing Fed hike expectations 

are putting downward pressures on some main food grains such 
as wheat and corn. 

 
 The expected gradual revision to subsidies in 2018 will raise pric-

es across all sectors. In addition, the GCC-wide agreement to 
introduce Value Added Taxes at a rate of 5% will further support 
consumer prices.  

 
 The fact that 49% of the PIF’s assets are held in Tadawul implies 

that the de facto sovereign wealth fund will have to strategically 
and structurally change the operations of most of these compa-
nies in order to achieve its 2018-2020 targets.  

 
 The recent pick up in oil prices coupled with the 65% ratio of do-

mestic to foreign debt issuances will underpin current liquidity 
levels and alleviate the risks witnessed last year.  

 
 Exogenous factors related to stronger macroeconomic indicators 

in China, the US, and Europe helped boost demand for plastics 
and chemical products which surged by 29.1% and 25.7%, re-
spectively, on an annual basis.  
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Macroeconomic Indicators 

Sources: Thompson Reuters, SAMA, General Authority for Statistics, and NCB 
Note: Saudi Economic Review Data, April 2017 Update (Historical and Projections) 

  2013 2014 2015 2016P 2017F 2018F 2019F 2020F 

Real Sector                 

Average KSA Crude Spot Price, Arab Light, 106.4 97.2 50.2 40.9 50.3 50.2 50.5 51.1 

Average Daily Crude Oil Production, MMBD 9.6 9.7 10.2 10.5 10.1 10.1 10.1 10.2 

GDP at Current Market Prices, SAR billion 2,799.9  2,836.3  2,453.5  2,424.1  2,542.5  2,653.4  2,742.5  2,851.8  

GDP at Current Market Prices, USD billion 747.6 757.4 655.1 647.3 678.9 708.5 732.3 761.5 

Real GDP Growth Rate 2.7% 3.7% 4.1% 1.7% -1.2% 0.7% 1.2% 1.9% 

CPI Inflation, Y/Y % Change, Average 3.5% 2.7% 2.2% 3.5% -0.2% 5.0% 2.0% 2.2% 

                  

External Sector                 

Current Account Balance, USD billion 135.4 73.8 -56.7 -27.6 18.7 25.8 39.8 59.6 

Current Account Balance/GDP 18.1% 9.7% -8.7% -4.3% 2.8% 3.6% 5.4% 7.8% 

Net Foreign Assets with SAMA, USD billion 717.7 725.2 609.7 529.3 475.8 421.6 381.7 366.6 

                  

Fiscal Sector (Central Government)                 

Actual Revenues, SAR billion 1,156.4  1,044.4  615.9  519.4  677.2  713.0  786.4  879.9  

Actual Expenditure, SAR billion 976.0 1109.9 978.0 830.5 890.0 928.0 950.0 953.0 

Expenditure Overrun, % 19.0% 29.8% 13.7% -1.1% 0.0% 0.0% 0.0% 0.0% 

Overall Budget Balance, SAR billion 180.3 -65.5 -362.1 -311.1 -212.8 -215.0 -163.6 -73.1 

Budget Balance/GDP 6.4% -2.3% -14.8% -12.8% -8.4% -8.1% -6.0% -2.6% 

Break-Even Oil Price 82.6 100.1 82.6 61.6 69.9 69.6 66.9 60.4 

                  

Financial Sector                 

USD/SAR Exchange Rate 3.75 3.75 3.75 3.75 3.75 3.75 3.75 3.75 

Growth in Broad Money (M3) 10.9% 11.9% 2.5% 0.8% 2.5% 3.4% 4.0% 4.6% 

Growth in Credit to the Private Sector 12.1% 11.9% 9.8% 2.2% -0.8% 3.3% 5.6% 6.2% 

Average 3M SAR Deposit Rate 1.0% 0.9% 0.9% 2.1% 1.9% 2.6% 3.5% 4.3% 

Average 3M USD Deposit Rate 0.3% 0.2% 0.3% 0.7% 1.3% 2.0% 2.8% 3.5% 

Spread, in Basis Points, SAIBOR-LIBOR 68.7 70.4 56.4 134.7 60.0 60.0 70.0 80.0 
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sia will extend this agreement, as OPEC more probably 
will announce such a move in its upcoming 30th Novem-
ber meeting. It is true that significant progress has been 
achieved towards stabilizing the market, but to build on 
this success in 2018 will require continued compliance. 
There is little doubt that major producers have pledged 
to do whatever it takes to underpin the long process of 
demand-supply rebalancing. On the supply side, global 
oil supply rose in September to 97.5mb/d, up by 
0.620mb/d from last year, as non-OPEC output edged 
higher. Non-OPEC supplies are expected to grow by 
0.7mb/d in 2017, and 1.5mb/d  in 2018, according to 
IEA. OPEC crude output was effectively unchanged in 
September at 32.65mb/d, down by 0.4mb/d on a year 
ago. Compliance with supply cuts for the year to the end 
of September is at 86%. Moreover, assuming the same 
level of compliance and in turn same OPEC’s production 
and based on normal weather conditions, the supply and 
demand balances are expected to be roughly balanced 
in three quarters out of four in 2018.  

 
On the demand side, global oil consumption is projected 
to increase by 1.5mb/d in 2017, mainly reflecting recent 
economic data, which is showing an improvement in 
economic activities. The positive revisions were primarily 
a result of higher-than-expected oil demand from the 
OECD and China. In 2018, world oil demand is expected 
to increase, attributed to the improving world economic 
outlook, particularly China and Russia. Although the 
pace of year-on-year demand growth slowed to 1.2mb/d 
in 3Q’17, reflecting relatively weak July and August data 
and the impact of hurricanes in September, IEA fore-
casts global demand growth to remain unchanged at 
1.6mb/d in 2017 and 1.4mb/d in 2018.  

Brent crude oil price continued to rise since September, 
coming close to the symbolic level of USD60.0 a barrel 
in the last week of October, its highest level since July 
2015, supported by improving global economic outlook, 
increasing geopolitical tensions in the middle east, par-
ticularly in Iran and Iraq, and increasing evidence that oil 
market is slowly and gradually moving towards rebalanc-
ing. World economic growth has shown improvement, as 
IMF revised its 2017’s forecast to 3.6% in October from 
3.5% in previous month’s report. Similarly, IMF 2018’s 
forecast has been revised higher to 3.7%.  The improv-
ing economic conditions are visible in most economies, 
particularly the OECD, which is estimated to grow by 
2.2% in 2017 and by an upwardly revised 2.1% in 2018. 
Taking 2018 as a whole, non-OPEC production and oil 
demand  will likely grow by almost the same volume and 
it is this current outlook that might act as the ceiling for 
expectations of higher oil prices. However, rising non-
OPEC production and rather slow growth witnessed in 
demand as witnessed in 3Q’17 could weigh on the oil 
price in 2018.  

 
The OECD’s five-year average oil stock overhang is now 
down to 170 million barrels from 318 million barrels at 
the end of January and oil stocks have fallen in months 
even when they normally increase, offsetting net builds 
in China. Accordingly, days of forward cover reached 
63.2 days, 2.6 days higher than a year ago. This indi-
cates that crude and product markets in 2018 are broad-
ly balanced, on the assumption that OPEC holds its out-
put steady at around current levels. The OPEC and Non-
OPEC production cut agreement is currently due to last 
until March 2018, but it is expected that OPEC and Rus-

Chart 1: Oil Price Developments, YTD 

Source: Thomson Reuters 

Chart 2: OPEC’s Monthly Oil Production Changes 

Source: OPEC Survey 

Oil Market 
Crude Maintains Upward Momentum 

Said A. Al Shaikh 
Chief Economist | s.alshaikh@alahli.com 
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creation declined for the first time in seven years by 
33,000 jobs which is regarded as a blip in an otherwise 
strong indicator which was affected by weather disrup-
tions. The dollar index (DXY) stood at 94.6 by the end of 
October, down by 7.5% YTD.  

 
The Eurozone is still on an upward growth momentum 
contributing to a stronger single currency. The harmo-
nized index of consumer prices is expected to rise by 
1.4% in October, lower than the previous two months of 
1.5% due to a slowdown in the cost of energy and ser-
vices. The ZEW economic sentiment index moderated to 
26.7 in October, the lowest reading since April, on the 
back of the Spanish/Catalan tension. The single curren-
cy ostensibly moderated in comparison to September 
down to USD1.16, surging by 10.7% YTD. In the UK, 
inflation hit 3% in September for the first time since April 
2012, leading the BoE to hike its benchmark rate for the 
first time in ten years. As inflation rose higher than the 
2% policy objective, the BoE decided to raise interest 
rates by 25 bps to 0.5%. Unemployment in the UK nota-
bly recorded 4.3% as of August, the lowest rate since 
1975. The GBP, hence, appreciated notably since mid-
September, closing at USD1.32 by the end of October, 
upturning by 7.6% YTD. 
 
 
 
 
 
 
 
 

The anticlimactic events on the fiscal side in the US are 
weighing on the greenback as President Trump is facing 
a difficulty passing his pro-growth agenda. The IMF no 
longer expects the proposed tax cuts to be passed; 
therefore, the US growth forecast by the organization 
was reduced to 2.2% for this year and 2.3% for 2018 in 
October, down from a respective 2.3% and 2.5% in April. 
On the other hand, the global upswing in economic ac-
tivity resulted in a stronger forecast for global output ris-
ing to 3.6% this year and 3.7% in 2018. The upward re-
vision is mainly attributed to the improved macroeco-
nomic situation in the Euro area, Japan, and the emerg-
ing market. Hence, we note that currencies in advanced 
economies benefitted from the benign global financial 
environment and the improved growth prospect in China 
and other emerging Asian economies.  

 
The USD continued its broad-based decline against its 
major peers as the NAFTA expiration proposal by Presi-
dent Trump is adding uncertainty on how the negotia-
tions will pan out. In addition, there is doubt among in-
vestors that the currently weak inflation rate will warrant 
a Fed rate hike in December. The core personal con-
sumption expenditure in the US has been dwindling 
since February this year from 1.9% to the lowest level 
seen YTD at 1.3% in August. Even if the Fed decides to 
raise its benchmark interest rate, low interest rate differ-
entials will keep the USD pressured downwards. Never-
theless, the greenback’s decline moderated in the month 
of October on the back of mixed jobs data. US unem-
ployment claims fell to the lowest level in 44 years to just 
1.98 million and the unemployment rate fell to 4.1%, the 
lowest since December 2000. On the other hand, job 

Chart 3: Trade-Weighted Dollar and the Euro 

Source: Thomson Reuters 

Chart 4: Monthly Foreign Exchange Rate Changes 

Source: Thomson Reuters 

Foreign Exchange 
Higher Inflation Warrants a BoE Hike  

Yasser A. Al-Dawood 
Economist | y.aldawood@alahli.com 
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and, Fed rate hike decisions, and the ECB’s bond-
buying program developments. Physical demand is ex-
pected to remain robust in India and China. However, 
demand in India might be affected by the newly imposed 
goods and services tax which was hiked to 3% in July 
from 1.2%. On the other hand, we expect the Indian gov-
ernment to keep import duty low to avoid gold smuggling 
activities.  

 
Soft commodities are registering declines on a YTD ba-
sis on the back of a slightly stronger USD. The Goldman
-Sachs agricultural index recorded a 4.9% downturn 
from the beginning of the year through the end of Octo-
ber at 276.8 points. Lower drought concerns and in-
creasing Fed hike expectations are putting downward 
pressures on some main food grains such as wheat and 
corn. Conditions for wheat crop are generally favorable, 
especially for central Asian wheat producers. The stocks
-to-use ratio for wheat is expected to be at 36%, a three 
decade high. Wheat prices inched up 2.6% YTD on ade-
quate demand, standing at 418.5 cents/bushel. On the 
other hand, North American and Latin American produc-
ers might be slightly affected by weather anomalies. 
Corn production might decline by 3% in the next season 
affected by dry weather conditions in the US, the world’s 
top corn supplier. Corn prices stood at 345.7 cents/
bushel, inching down by 1.8% YTD. Soybean prices 
have been teetering around a 1000 cents/bushel price 
levels although ample supply and a briefly stronger dol-
lar undermined its appreciation. However, tight soybean 
markets are likely to pressure the price of the commodity 
upwards next year.  
 

Despite remaining uncertainty in oil markets, industrial 
commodities continued to strengthen while agricultural 
prices remained stable in 3Q2017. Stronger global mac-
roeconomic data is indicating that the momentum for 
industrial commodities will continue into 2018 as an ac-
celerating demand is met by supply constraints. Pre-
cious metals are likely to remain subdued on the back of 
solid investment while weaker inventories of food grains 
will ensure stable prices in the short run with marginal 
gains. Food grain prices will remain range-bound in 
2018 weakened by record crops and susceptibility to 
seasonal fluctuations.  

 
Industrial metals’ prices are boosted by China’s environ-
mentally driven supply cuts in addition to strong demand 
in property, infrastructure, and manufacturing sectors. In 
October, copper surged to the highest levels since 2014 
marking a 23.5% YTD surge by the end of the month, 
standing at USD6,839/ton. Environmental concerns will 
also act as a drag on the heavy mining activities in Chi-
na, decelerating supply. Aluminum prices ended October 
surging 27.6% YTD to USD2,160/ton on lower LME in-
ventories and strong demand. The closure of high cost 
smelters exacerbated the effect of global supply shortag-
es which will likely extend aluminum price momentum 
well into 2018. Gold prices received another boost from 
risk averse investors who kept the yellow metal afloat in 
the months leading to October as late Fed hike deci-
sions were shrugged off. Low interest rate differentials 
and strong macroeconomic data are discouraging safe-
haven buying which tipped gold down to USD1,271.95/
oz, yet representing  a surge of 10.4% YTD. Investor-
driven gains will remain sensitive to US economic data 

Chart 5: Reuters Jefferies vs. Gold 

Source: Thomson Reuters 

Chart 6: Base Metals 

Source: Thomson Reuters 

Commodities 
Industrial Metals Lead the Pack 

Yasser A. Al-Dawood 
Economist | y.aldawood@alahli.com 
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ing around a third of the monetary base, climbed by 9.2% 
annually to reach SAR105.6 billion, the highest level in 
two years. Additionally, currency outside banks, which 
represents 55.2% of M0, fell by 1.7% annually in Septem-
ber to settle at SAR170.6 billion while cash in vault regis-
tered a similar downward trend, declining by 4.4% to settle 
at SAR32.7 billion. As for the broadest measure of money 
supply (M3), an annual gain of 1.0% raised money supply 
to SAR1.8 trillion by the end of September. The rise was 
largely supported to the growth in demand deposits, regis-
tering an annual 3.8% expansion to reach SAR977.8 bil-
lion. Meanwhile, time and savings deposits registered the 
first annual contraction in 25 months, albeit marginally by 
0.9%, dropping to SAR470.7 billion. Additionally, the 
smallest component of M3, other quasi-monetary depos-
its, contracted by 6.5% Y/Y due to a 36.6% annual drop in 
outstanding remittances coupled with a 6.1% annual drop 
in letters of credit.  

 
Consumer prices remained in the negative territory by 
contracting 0.1% during September, posting the ninth con-
secutive decline on an annual basis. Following 2016’s 
3.5% rise in the inflation rate, 2017’s infliction is largely 
due to base effects from last year’s reduced energy subsi-
dies. The housing and utilities sub-category, which holds a 
weight of 20.5%, registered a drop of 0.3% by the end of 
September. Furthermore, food and beverages recorded a 
drop of 1.4% in prices despite the excise tax implemented 
on harmful goods which includes soft drinks. Elsewhere, 
the start of the academic year reflects a rise of 4% in the 
education sub-category. The expected gradual revision to 
subsidies in 2018 will raise prices across all sectors. In 
addition, the GCC-wide agreement to introduce Value 
Added Taxes at a rate of 5% will further support consumer 
prices.  

The US Fed was widely expected to keep interest rates 
unchanged during their recent meeting despite announc-
ing an advanced estimate of 3% annual growth in the US 
economy during the third quarter. The US economy is cur-
rently experiencing its third-longest expansion on record 
following the global financial crisis, yet inflation remains 
relatively low which is limiting the pace of normalization. 
Janet Yellen’s four-year term as Fed Chairperson ends 
early 2018 with Jerome Powell being nominated by Don-
ald Trump to steer the US monetary policy through to 
2022. Given the US Dollar-Saudi Riyal currency peg, a 
gradual pace of interest rate hikes is welcomed by the 
Saudi Arabian Monetary Authority which is dealing with an 
economic slowdown in the Kingdom. Furthermore, the 
globally low interest rate environment has allowed the 
Saudi government to issue debt at a relatively low cost, 
domestically and internationally. The latest local issuance 
raised SAR10 billion with bids reaching SAR32 billion, 
reflecting the confidence in the Kingdom’s economic trans-
formation. Monthly local issuances are expected to contin-
ue, barring any liquidity risks, and we expect an interna-
tional issuance during the first half of 2018 to finance the 
fiscal deficit. Additionally, the Head of the Debt Manage-
ment Office at the Ministry of Finance has revealed the 
government is aiming to establish a secondary market for 
local sukuk. Utilizing the debt capacity of the Kingdom has 
reduced the depletion of foreign reserves and provided a 
long-term benchmark yield curve for the local market.  

 
The narrowest measure of money supply (M0) posted a 
1.5% expansion on an annual basis by the end of Septem-
ber, reaching SAR308.9 billion. Bank deposits, represent-

Chart 7: Growth in Monetary Aggregates 

Sources: SAMA and NCB Estimates 

Chart 8: Money Supply, Contribution 

Sources: SAMA and NCB Estimates 

Money & Inflation 
Inflation to Edge Higher 

Majed A. Al-Ghalib 
 Senior Economist | m.alghalib@alahli.com 
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tioned announcements, the market remains below the 
7,000 threshold in a range-bound formation. Globally, the 
upward trend in equities shows no signs of abating, with 
the benchmark indices for the world, G7 and emerging 
markets respectively registering year to date gains of 
around 18%, 16% and 29%, according to the MSCI World 
indices. GCC equities, however, continue to lag behind, 
falling by around 2% till date, with Qatar and Oman being 
the worst performers, losing 21% and 14%, respectively. 
Tadawul disconnect theme also stayed in place, declining 
by 3.8% YTD as 13 out of its 20 subsectors remain in the 
negative territory.  

 

During October, the market declined significantly by 4.8% 
to close at 6,934, which follows a 0.3% increase in Sep-
tember. This hefty decline not only wiped the previous two 
months of gains, but materialized despite the strong up-
side movement in oil markets, with Brent rising by 6% and 
crossing the USD60/bbl resistance for the first time since 
2015. Regarding the sectoral performance year-to-date, 
heavy weights such as materials and energy remained in 
the red registering year-to-date declines of 5% and 20%, 
respectively, while banks were in the positive territory at 
3% by the end of October. The weakest sector was phar-
ma recording a decline of around 27% since the beginning 
of the year, followed by the transportation sector, which 
fell by 25%. Investors’ appetite, represented by the aver-
age daily trading volumes, fell substantially during October 
to SAR2.9 billion from SAR3.9 billion a month earlier, un-
derscoring the shrugging off theme. 

Stock market participants continue to shrug off favorable 
announcements by the government, the Capital Market 
Authority (CMA) and FTSE Russell. In a three-day Future 
Investment Initiative (FII) conference held recently, the 
government had announced plans for USD500 billion 
mega city, NEOM, which is envisioned to be the new com-
mercial and economic capital of the Kingdom. The city will 
be opened in 2025 and the final phase of construction will 
end by 2030, at a time when it is expected to contribute 
around USD100 billion to GDP, a significant figure com-
pared to 2016’s nominal GDP that stood at USD647 bil-
lion.  

 

The CMA had also announced that is aiming to put new 
rules to relax the listing requirements for stocks and debt 
instruments as well as give foreign investors complete 
access to the secondary market, NOMU, starting next 
year without the need to meet QFI requirements. Addition-
ally, the Public Investment Fund (PIF) that currently holds 
around USD110 billion of listed Saudi stocks, representing 
25% of Tadawul total market capitalization has published 
a new strategy that is more active investment-wise and 
tilting towards new sectors that are related to high-tech. 
The fact that 49% of the PIF’s assets are held in Tadawul 
implies that the de facto sovereign wealth fund will have to 
strategically and structurally change the operations of 
most of these companies in order to achieve its 2018-
2020 targets. FTSE Russell will launch standalone indices 
that track the Saudi market up until early next year when 
the local market will be classified as a secondary emerg-
ing market. Despite the favorable nature of the abovemen-

Chart 9: Tadawul All-Share Index 

Source: Tadawul 

Chart 10: Average Daily Traded Value 

Source: Tadawul 

Capital Markets 
Shrugging off Favorable Announcements 

Tamer El-Zayat 
Senior Economist | t.zayat@alahli.com 
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months of 2017 over the same period in 2016. By maturi-
ty, long-term credit continues to expand on an annual ba-
sis, gaining 3.0% by the end of September. Meanwhile, 
medium-term and short-term credit contracted on an an-
nual basis by 5.9% and 2.3%, respectively. Consequently, 
the loans-to-deposits ratio reached 87.9% compared to an 
alarming 90.3% reached in September 2016.  

 
Credit to the private sector is expected to register a con-
traction in 2017 for the first time since 2009. During Sep-
tember, bank claims declined by SAR20.3 billion over the 
previous twelve months to settle at SAR1.36 trillion. In 
assessing the credit portfolio by economic activity, the 
mining and quarrying sector registered the worst perfor-
mance through a decline of 34.3% Y/Y followed by the 
building and construction sector which contracted by 8.0% 
annually as the government’s previously excessive spend-
ing habit has been scrapped for a more targeted ap-
proach. The Capital Expenditure Optimization Program 
will review over SAR1 trillion projects and their economic 
viability to reduce wasteful spending. Furthermore, the 
privatization initiative has successfully experimented with 
Public-Private Partnership projects for several airports. 
Accordingly, credit to the transport sector registered a rise 
of 25.7% since the beginning of this year. The Saudi gov-
ernment announced plans for a grand and technologically 
advanced northern city called Neom with a value of 
USD500 billion. The Public Investment Fund has also re-
vealed a series of projects in construction, tourism, and 
solar energy. Saudi Arabia is embarking on a new era that 
will diversify away from the oil industry which will provide a 
more sustainable and balanced economy.  

The Saudi banking sector increased its profitability 
through the first nine months of 2017. A higher interest 
environment coupled with comparably low cost of funds 
supported net special commission spreads despite a con-
tracting credit market. The 12 locally incorporated banks 
expanded their investment portfolio by 7.2% to reach 
SAR417.8 billion by the end of September while net prof-
its reached SAR34.3 billion during 9M17, rising 3.2% over 
the same period a year ago. Forming the base of banks’ 
balance sheets, total deposits in the financial system reg-
istered a gain of 1.3% on an annual basis, reaching 
SAR1.6 trillion by the end of September. Non-interest 
bearing deposits represent the bulk of the depositary 
base, with a share of 61%, rose by the end of the third 
quarter of 2017 to SAR977.8 billion, largely driven by a 
surge in government deposits. Meanwhile, time and sav-
ings deposits registered the first annual contraction in 
over two years, decline by 0.9% to settle at SAR470.7 
billion. In addition, foreign currency deposits decreased by 
6.5% Y/Y as GOSI revealed a decline of 178,858 in for-
eign labor during the first half of 2017 which contributed to 
a 21.2% Y/Y drop in outstanding remittances during the 
first three quarters of 2017. The recent pick up in oil prices 
coupled with the 65% ratio of domestic to foreign debt 
issuances will underpin current liquidity levels and allevi-
ate the risks witnessed last year.  

 
On the financing front, total credit in the banking system 
fell by 1.5% annually in September to settle at SAR1.4 
trillion. The economic slowdown has weighed on the credit 
market as business activity is subdued. As a proxy, set-
tled and newly opened letters of credit have decreased by 
23.4% and 18.5%, respectively, during the first nine 

Chart 12: Liquidity and Risk Detector 

Source: Thomson Reuters 

Chart 11: Private Sector Financing  

Sources: SAMA and NCB Estimates 

Loans Market 
Banking Profitability on Rising Margins 

Majed A. Al-Ghalib 
Senior Economist | m.alghalib@alahli.com 
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chemical products posted SAR 7.7 billion. Exports of 
base metals surged by 16.3% Y/Y to SAR1.2 billion. By 
export destination, the UAE was the largest destination 
accounting for 14.4% of the monthly total at SAR2.3 bil-
lion, followed by China at SAR1.9 billion, accounting for 
12% of the total. Singapore’s share stood at SAR1.2 
billion, making up 7.7% of the monthly total. By annual 
comparison, non-oil exports to the UAE surged 72.1% Y/
Y, while exports to China rose by 38.8% Y/Y, and ex-
ports to Singapore increased by 69.9%.  

 
On the import side, imports of machinery and equipment 
which account for a quarter of the monthly import bill 
reached SAR10.7 billion increasing by 19% compared to 
last year. Moreover, imports of vehicles and transport 
equipment which account for 14% of the total stood at 
SAR6 billion, upturning by 8.5% Y/Y. The two main cate-
gories of imports display a significant improvement over 
last year’s figures. By countries of origin, China tops the 
list accounting for about 17.5% of imports at SAR7.5 
billion followed by the USA which accounts for 11.7% of 
the total at SAR5 billion. The UAE was the third largest 
origin of import, making 6.3% of total imports at SAR2.7 
billion. By annual comparison, imports from China 
surged 27.4%, while imports from the US rose by 10.3%, 
and imports from the UAE increased by 47.3%.  
 
 

The decisive policy changes undertaken by the Saudi 
government aimed to rebalance its fiscal standing reflect 
the dynamic and efficient nature in which it counters the 
effects of lower oil revenues. The non-oil export market 
continues to receive official support from the Saudi Ex-
ports Development Authority which was solely estab-
lished to boost non-oil exports. The Kingdom’s plethora 
of reforms also aim to extend the oil production chain 
which is correlated to higher exports of petrochemicals 
and plastics. In addition, the Kingdom aims to increase 
its utilization of the abundant mineral deposits as a main 
export for industrial uses. By weight, plastics and chemi-
cal products represent 36.5% and 29.5%, respectively, 
whereas exports of base metals make up around 7.3% 
of non-oil exports. The Kingdom’s non-oil export market 
possesses several key features that makes it fairly com-
petitive whether on a GCC or global scale. The long es-
tablished industrial complex in the Kingdom predates 
that of any GCC country, a period that spans from the 
early 1970s where expertise and rapport was built.  

 
In the month of July, non-oil exports recorded the first 
double-digit annualized surge since January, upturning 
by 28% at SAR15.9 billion. This annualized growth rate 
is considered the highest since late 2013 and is owed 
largely to base effects. Exogenous factors related to 
stronger macroeconomic indicators in China, the US, 
and Europe helped boost demand for plastics and chem-
ical products which surged by 29.1% and 25.7%, re-
spectively, on an annual basis. Exports of plastics post-
ed SAR5.8 billion during the month while exports of 

Chart 14: Attribution Analysis of Letters of Credit Opened 

Sources: SAMA and NCB 

Chart 13: Saudi Non-Oil Trade Balance 

Sources: SAMA and NCB 
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the middle east, the independence vote by Kurds triggered 
a military intervention from Iraqi forces which claimed the 
city of Kirkuk. Turkey and Iran had also revealed their dis-
content with the possibility of a new neighbor. Another 
independence vote by the Catalan region had also stirred 
political risks. The declaration was refused by Germany 
and France in an attempt to contain regional separatist 
movements in Italy and Belgium which could derail the 
Eurozone’s economic integrity. Accordingly, the Spanish 
government promptly dissolved the Catalan parliament, 
imposed direct rule of law, and ordered the arrest of prom-
inent separatist leaders. Furthermore, the outcome of the 
Brexit decision remains uncertain as negotiations are 
stubbornly slow. Inflation remains below target in numer-
ous economies despite declining unemployment levels, 
largely due to minimal wage growth and relatively low la-
bor participation.  

 
As for financial risks, the records reached in equity mar-
kets without a market correction that characterized previ-
ous asset bubbles. The three main US indices, Dow, 
S&P500, and NASDAQ have reached fresh highs this 
week, the 26th simultaneous record this year. The Fed’s 
unprecedented asset accumulation triggered the stock 
market rally. However, unwinding the USD4.5 trillion bal-
ance sheet poses a major risk to investors. In addition, the 
European Central Bank will face a similar burden at a later 
stage given the extension of the bond-buying program, 
albeit reduced monthly purchase volumes. Trump’s cam-
paign promises of significant stimulus packages to boost 
the economy are gradually waning as the legislative and 
regulatory hurdles have delayed key elements of his ambi-
tious spending plans. The aforementioned are the promi-
nent risks pertaining to regional and global economic out-
looks. The disruptive nature of some of these possible 
events could result in a ripple effect given the globalized 
environment.  

The latest World Economic Outlook released by the Inter-
national Monetary Fund (IMF) raised the global growth 
forecast for 2017 and 2018 by 0.1% in both years to 3.6% 
and 3.7%, respectively. The revisions cited an upswing in 
economic activity which accelerated the momentum in 
Europe, Japan, emerging Asia, and Russia. Advanced 
economies are expected to expand by 2.2% this year and 
2.0% in 2018 given a broad based improvement. The US 
recently announced a 3% growth in GDP during the third 
quarter, following a 3.1% increase in the prior quarter, 
driven by sturdy consumption and investment despite a 
destructive hurricane season which severely impacted the 
states of Texas and Florida. As for Europe, the 19-bloc 
euro region beat forecasts by rising 2.5%Y/Y in the third 
quarter this year, the fastest pace since early 2011, amid 
falling unemployment which reached 8.9%, the lowest 
since January 2009. Additionally, Japan posted the sixth 
consecutive expansion by growing 2.5% on an annual 
basis in the second quarter of 2017. Meanwhile, emerging 
economies are projected to grow by 4.6% and 4.9% in 
2017 and 2018, respectively, according to the IMF. The 
second largest economy in the world, China, registered a 
growth of 6.8% in 3Q2017, edging slightly lower than 2Q’s 
growth of 6.9%, yet remains above the government’s tar-
get of 6.5% set earlier this year. 

 
Global headwinds remain as economic, political, and fi-
nancial drags could lower economic projections. The war 
of words between Donald Trump and Kim Jong-un earlier 
this year elevated the risks of a military standoff which 
would have had global repercussions. The missile tests 
conducted by the latter continue to pose a major risk, es-
pecially on regional economies South Korea and Japan. In 

Source: IMF 

Special Focus: 
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Chart 15: Global GDP Growth 

Chart 16: Expenditure on GDP, Contribution 

Source: Thomson Reuters 
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