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Firms in the oil & gas sector expect greater stability in 
the business environment; 55% of them do not anticipate 
any hindrances to their operations during Q3 2014, as 
compared to 53% in Q2, 2014. The most prevalent con-
cerns for participants in this sector are related to shortag-
es in the availability of skilled labour and issues related 
to government rules and regulations, as stated by14% of 
the firms in each case. 

 
 
 
 
 
 
 
 
 
 
 
 
The hydrocarbon sector’s investment outlook has mod-
estly inched up with 58% of the companies citing expan-
sion plans versus 55% in the previous quarter. 
 
Non-Hydrocarbon Sector 
 
Saudi Arabia’s non-oil private sector growth slowed to 
4.4% in Q1 2014 from 6.0% in Q1 2013. The slowdown 
is attributed to labour reforms aimed at putting more 
Saudi nationals into jobs, especially in sectors such as 
construction, retail and transport, which rely heavily on 
cheap expatriate labour. Construction output slowed to 
5.6% in Q1 2014 from 9.0% in Q1 2013, while trade 
slowed to 3.8% from 6% and transport growth edged 
lower to 6% from 6.3%. Non-oil sector growth has mod-
erated over the past couple of years, slipping to 5% in 
2013 from 5.8% in 2012 and 8.0% in 2011, reflecting the 
impact of a diminishing expansionary stance.  
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Hydrocarbon Sector 
 
The economic outlook for Saudi Arabia remains favoura-
ble, with GDP growth expectations to stay above 4% in 
2014 and 2015, according to the IMF. After a modest 
contraction of 0.6% in 2013, growth in the hydrocarbon 
sector is forecasted to rise modestly in the current year.  
Saudi Arabia continues to play a systemic role in stabiliz-
ing the global oil market and hence its oil production lev-
els are forecasted to stay high at least during the short 
run as long as problems in other oil producing nations 
continue to persist. In order to offset declining output 
from some oil fields, Saudi Aramco is in the process of 
bringing new fields on stream and further expanding re-
cently developed fields.  
 
Crude oil sector output, which accounts for almost half of 
the USD 748 bn Saudi economy, quickened to an annual 
pace of 5.8% in the first quarter of 2014, from 4.1% in 
the previous three months, according to recent data from 
Central Department of Statistics & Information. This is 
the fastest output growth rate recorded since mid 2012. 
The oil sector GDP at current prices in Q1 2014 amount-
ed to USD 87.25 bn, a 2.1% gain y-o-y. Saudi Arabia 
may raise oil output in the second half of the year to 
meet expected higher seasonal demand, despite Libya's 
deal with rebels to resume oil exports. Iraq's exports are 
unaffected by the security situation, but any disruption in 
crude supplies would put the onus on Riyadh to lift out-
put. However, production may be reined in once the Ira-
nian and Libyan supply is back on track.  
 
Data from OPEC shows that the Kingdom’s crude oil 
production declined from 9.72 million bpd in Q1 2014 to 
9.66 million bpd in April but went back up to 9.71 million 
bpd in May. The price of the average monthly OPEC 
basket inched up through the second quarter, supported 
by price speculation on account of lingering tensions in 
the Crimean peninsula, Iraq and Libya, and strong mar-
ket indicators in the US. 
 
The business optimism survey indicates a significant pull 
back in outlook for Saudi Arabia’s hydrocarbon sector. 
The composite index has weakened from 49 in Q2 2014 
to 25 in Q3 2014, reaching the lowest level since Q4 
2012. All parameters have registered a significant de-
cline in their BOI scores, when compared q-o-q as well 
as on a y-o-y basis. The selling prices index has posted 
the largest drop, from 43 in Q2 to 13 in Q3, primarily due 
to a large increase in the number of firms expecting no 
change in the parameter (87% respondents expect sta-
bility). None of the respondents expect a decline in their 
selling prices, while 13% foresee an increase mainly due 
to rise in input costs. The index for net profits stands at 
35, registering a 23 points fall compared to Q2. Conse-
quently, the hiring optimism is also lower; the index has 
declined from 50 in Q2 to 40 for Q3.  

 

Non-Hydrocarbon sector - Composite BOI 

Hydrocarbon sector - Composite BOI 



SME v/s Large Company 
 
 

 

 

 

 

 

 

 

 

 

 

 

The Q3 2014 survey shows that SMEs hold a slightly 

stronger outlook for Q3 compared to the large compa-

nies, with the respective composite scores at 38 and 34. 

SMEs are more confident with respect to demand, prices 

and profits, while large companies hold a stronger out-

look on hiring. 

 

For sales volume, the BOI for SMEs stands at 44 versus 

37 for large companies. 56% and 50% of SMEs and 

large companies respectively expect an increase in 

sales volumes supported by conducive market condi-

tions and expectations of more projects and increased 

demand after Ramadan. For the new orders parameter, 

the BOI for SMEs stands at 45 against 41 for large com-

panies. 

 

The selling prices indicator shows a BOI of 15 for SMEs 
and 10 for large companies. A majority of SMEs and 
large companies (81% and 86% respectively) have cited 
stability in selling prices, with the former highlighting 
competition and the latter stating pre-determination of 
prices as reasons for stability of this parameter. As a 
result, the BOI for net profits for SMEs is also higher at 
45 compared to 35 for large companies. With respect to 
hiring, 42% of SMEs have said that they will increase 
their staff driven by the company’s expansionary activi-
ties and higher sales orders versus 49% for large com-
panies, with respective BOIs of 41 and 48.  
 

SMEs are more optimistic about the business environ-
ment; 53% have indicated that they will not face any hin-
drances to their operations in Q3, while for large compa-
nies the corresponding number is 47%. 
 

The outlook for investment in business expansion is sta-
ble among both SMEs and large companies as 44% 
each foresee such investments in Q3. 
 

 

The BOI survey for Q3 2014 shows a 14 point drop in 
the composite index for the non-hydrocarbon sector; the 
index stands at 36 in Q3 compared to 50 in Q2. Most 
parameters constituting the index have registered a 
moderation in outlook. The scaling back of optimism is 
mainly attributed to slower business during the month of 
Ramadan and the summer season as well as strength-
ening expectations of economic stability over the near 
term. The index for sales volume is down by 23 points to 
41, while the BOI for new orders has slipped by 16 
points to stand at 43. The selling prices parameter has 
posted a 12 point decline, with 83% participants antici-
pating stability in their selling prices. The softening in 
outlook on demand and prices has led to weaker senti-
ments for profitability. The net profits BOI stands at 41 in 
Q3, 14 points down from 55 in Q2. The hiring parameter 
has tracked sideways; the BOI for number of employees 
stands at 44 in Q3 compared to 45 in the previous quar-
ter.  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
The construction sector has reported a steady outlook 
when compared to the previous quarter, while the re-
maining sectors have indicated a decline in their outlook. 
The construction sector is the most optimistic with the 
composite BOI at 49, while the trade & hospitality sector 
holds the weakest outlook with the composite BOI at 28. 
A lower proportion of sector respondents (50%) have 
reported an improvement in the overall business envi-
ronment as compared with last quarter (62%). Primary 
challenges reported by participants are the adverse im-
pacts of competition and government regulations, as 
cited by 16% and 15% of the firms respectively. 
 
Saudi Arabian companies have also modestly pulled 
back their expectations with respect to investment in 
business expansion. 44% firms are planning to invest in 
expansion in Q3 compared to a corresponding 47% in 
Q2 2014.  
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Sector-wise Optimism Levels 

 Composite BOI - SME  v/s Large 

[Note: For the purpose of analysis, companies with an annual turnover of SAR 50 Mn 
or below have been classified as Small and Medium Enterprises (SMEs).] 



Petrochemical Manufacturing 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

The outlook for the petrochemical sub-sector has wit-
nessed a significant decline from Q2 levels with the com-
posite BOI weakening to 26 in Q3 from 56 in Q2. This 
slide in the composite BOI is due to low optimism on vol-
ume of sales, new orders, selling prices and net profits. 
The BOI for number of employees has however tracked 
sideways; it stands at 33 in Q3 against 34 in Q2. In the 
previous quarter none of the firms had expected a de-
cline in volumes or new orders, whereas in Q3, 19% of 
the respondents expect a decline in volumes and 15% 
have forecasted a drop in new orders due to slow busi-
ness during the Ramadan season. The BOIs for volume 
of sales and new orders are down from 73 in Q2 to 25 
and 26 in Q3 respectively. The BOI for level of selling 
prices has diminished by 18 points from the Q2 score of 
37 to 19 in Q3. The profitability outlook has deteriorated 
in line with the weaker optimisms on demand and prices. 
The BOI for net profits has lost 34 points from 63 in Q2 
to 29 in Q3.  
 
Non-Petrochemical Manufacturing 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Expectations for the non-petrochemical manufacturing 
sector have weakened slightly compared to that of the 
petrochemical segment. The composite BOI for the non-
petrochemicals sector has lost 9 points to stand at 38 in 
Q3, versus a 30 points drop for the petrochemical sector. 

Sector Analysis 
 
Manufacturing Sector 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The current survey shows that the outlook for the manu-
facturing sector has dropped to a five year low; the com-
posite BOI stands at 36, the lowest since Q3 2009 and 
compared to 49 in the previous quarter as well as in Q3 
2013. Manufacturing firms have a subdued outlook due 
to Ramadan and the summer season, competition from 
local and international firms and expectations of stability 
setting in after a  rally of growth in economic activity in 
Saudi Arabia. Both demand indicators are at their lowest 
levels since the start of the series in Q3 2009. The BOI 
for sales volumes has decreased by 22 points to 39, 
while the BOI for new orders has reduced by 20 points to 
43. The selling prices parameter has deteriorated by 18 
points to stand at 14, as over three-quarters (78%) of the 
firms expect their prices to remain unchanged during Q3. 
Lower demand and selling prices expectations have led 
to a decline in the profitability outlook; the BOI is at 38 in 
Q3 versus 51 in Q2. Despite the moderation in outlook 
for demand, prices and profitability, optimism with re-
spect to hiring has improved. 48% expect to hire addi-
tional staff during Q3, while a marginal 1% has indicated 
that they will reduce their employee count; the BOI has 
advanced by 10 points q-o-q to 47 in Q3.  
 
The downgrade in the composite BOI is reflected in the 
weakening of the business environment outlook; 44% of 
firms have reported that they do expect to face any ma-
jor barriers to their business operations in Q3, this pro-
portion can be compared to a corresponding 67% firms 
in Q2. Competition has emerged as the leading obstacle 
for manufacturing firms with 22% of them expecting it to 
hinder operations during Q3, while 14% of the respond-
ents are concerned about government regulations.  
 
The outlook regarding business expansion has moderat-
ed further; in Q1, 66% firms had reported that they would 
invest in business expansion; however this number 
dropped to 48% in Q2 and 43% in Q3.  
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Petrochemical Manufacturing   
Sector - BOI Score 



Trade and Hospitality Sector 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Firms in the trade and hospitality sector in Saudi Arabia 
have also displayed the weakest sentiments in five 
years; the composite BOI stands at 28, which is 25 
points lower than the index in Q2 and 18 points lower 
compared to the Q3 2013 score. All five parameters con-
stituting the composite index have posted sharp de-
clines, attributable to a higher number of firms expecting 
stability or a decline in the various parameters. The BOI 
for volume of sales has weakened by 37 points to 33 in 
Q3; a higher proportion (39%) of the respondents cited 
stability in sales volumes due to the summer and Rama-
dan seasons, while the other demand indicator, that is, 
new orders, is down by 31 points to 34. The selling pric-
es index has decreased by 23 points to 5, with 87% of 
the firms anticipating no change in the parameter as 
prices are market driven. As a result businesses have 
lowered their optimism about their profit levels in Q3, the 
BOI stands at 33 in Q3 compared to 60 in Q2. The hiring 
outlook has also softened, with the BOI at 36 in Q3 ver-
sus 43 in Q2 with majority (62%) of the respondents cit-
ing that they will keep their employee count intact as 
they are sufficiently staffed. 
 
Consistent with the overall drop in optimism levels, the 
business environment outlook of the trade and hospitali-
ty sector has also weakened as 55% of the firms have 
indicated that they will not face any obstacles to their 
operations in Q3 compared to a corresponding 63% in 
Q2. The leading challenges cited by this sector are 
shortage of skilled labour (11%), competition (11%) and 
government policies & fees (9%). 42% of the firms in the 
sector plan to invest in business expansion in Q3 2014 
compared to a corresponding 51% in Q2. 

 

 

 

 

 

 

 

The BOI for volume of sales is down by 16 points to 41 
and the BOI for new orders has decreased by 13 points 
to 47. The forecast for selling prices is also weaker; the 
BOI has lost 17 points from 30 in Q2 to 13 in Q3. In line 
with the weaker outlook on demand and selling prices, 
respondents have indicated low optimism on profits as 
well. The BOI for net profits has declined from 48 in Q2 
to 40 in Q3. Surprisingly, businesses have scaled up 
their hiring plans; the BOI has advanced by 12 points 
from 38 in Q2 to 50 in Q3; 51% plan to increase their 
headcount on the back of the company’s expansion ac-
tivities and more projects and orders. 
 
Construction Sector 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

The construction sector’s business outlook has steadied 
in Q3 at 49, the level observed in the previous quarter. 
While demand and hiring parameters have tracked side-
ways, the selling prices indicator has turned lower and 
the profitability index has advanced on account of ex-
pected growth in sales volumes. The BOI for volume of 
sales stands at 57 in Q3 versus 58 in Q2, while the BOI 
for new orders remains at 57. The hiring outlook contin-
ues to be robust, with the BOI marginally lower at 55 in 
Q3 compared to 57 in Q2. None of the construction firms 
expect to cut down their staff numbers. With respect to 
prices, 80% of the firms anticipate stability in the param-
eter and the remaining 20% foresee an increase. The 
BOI for selling prices stands at 20, compared to 25 in 
Q2. However, the profitability index has lifted by 9 points 
to 55 in Q3. 
 
The outlook for the business environment in Q3 has 
moderated once again, with 56% firms reporting no hin-
drances to their business as compared to a correspond-
ing 67% in Q2. Issues related to government regulations 
and fees have been reported as the key challenge to 
business operations by 17% of the firms, while 15% are 
concerned about competition. 
 
A steady outlook for business prospects during Q3 has 
lifted the expectations for investment plans; 51% firms 
plan to undertake investments in Q3 against 44% in Q2. 

5 

www.alahli.com 



has declined from 75 in Q2 to 47 in Q3. The selling pric-
es index stands at 0 as all firms in this segment have 
indicated that their selling prices will remain unchanged 
during Q3. Lower demand in conjunction with stable pric-
es has led to a strong decline in the profitability outlook; 
the BOI has dropped from 75 in Q2 to 37 in Q3. The em-
ployment outlook has also weakened in line with demand 
and profitability expectations; the BOI stands at 26 in Q3 
compared to 40 in Q2. 
 

Transportation, Storage and Communication  
Sector 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Consistent with weaker sentiments for the overall econo-
my, the transport sector too has displayed a decline in its 
outlook for Q3; the composite BOI stands at 44, register-
ing a 5 points drop q-o-q and a 13 points drop y-o-y. The 
parameters have shown a mixed trend, with the new or-
ders and selling prices indicators posting gains and the 
indices for volume of sales, profitability and hiring record-
ing declines. The BOI for volume of sales is down by 18 
points to 55 as 10% of the respondents expect a decline 
in sales volume due to the Ramadan and summer sea-
son, while the BOI for new orders is up by 3 points to 50 
in Q3. A higher (58% compared to 47% in Q2) proportion 
of the respondents due to increasing demand from the 
local market and upcoming opportunities stemming from 
the booming market conditions. The outlook for selling 
prices has strengthened by 5 points to 15. The transport 
sector is the only sector to record a gain in its selling 
prices BOI. The outlook for profitability is also weaker, 
with the BOI slipping from 68 in Q2 to 55 in Q3. The hir-
ing outlook is marginally lower by 2 points; the BOI 
stands at 43 in Q3 compared to 45 in Q2. 
 
The proportion of respondents not expecting any nega-
tive factors during Q3 2014 is at 45%, which is modestly 
lower compared to the 49% in Q2. 17% of the firms in 
each case have indicated that government regulations 
and competition will impact their business operations, 
while 12% expect to be impacted by the shortage of 
skilled labour.  

Wholesale & Retail Trade 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The survey shows weaker sentiments for the trade seg-
ment for Q3 compared to the previous quarter, with its 
composite BOI slipping from 52 in Q2 to 28 in Q3. All five 
parameters have recorded a decline, with the sharpest 
drops coming from demand indicators. The BOI for vol-
ume of sales has decreased by 34 points q-o-q to 34 in 
Q3, and that for new orders is also down by 34 points to 
29, due to the month of Ramadan and the summer sea-
son. The BOIs for selling prices and net profits have 
each lost 24 points to stand at 6 and 32 respectively. 
The hiring outlook is modestly lower by 5 points, with the 
BOI at 38 in Q3 compared to 43 in Q2. 

 

Hospitality 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

The hospitality segment has also posted a significant 
decline in its outlook for Q3, with the composite BOI at 
28 against 58 in Q2. All parameters are sharply lower in 
Q3 compared to the scores recorded in Q2. There is a 
49 points decline in the BOI for volume of sales, with the 
score at 31 in Q3 versus 80 in Q2; 37% of the respond-
ents expect sales volumes to remain steady due to Ram-
adan and the summer season The BOI for new orders 
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Finance 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

The composite BOI for the finance sub sector has de-
clined by 28 points from the previous quarter and is now 
at a seven quarter low of 24. The fall is due to a steep 
drop in the BOIs for all parameters. The BOI for volume 
of sales has declined by 42 points from 70 in Q2 to 28 in 
Q3, while the BOI for new orders has shed 12 points to 
also stand at 28. The selling prices index has weakened 
by 21 points from 30 in Q2 to 9 in Q3 as a majority 91% 
of the sector respondents do not expect a change in 
prices. Profitability expectations have registered a very 
large decline of 52 points; the BOI is at 28 in Q3 com-
pared to 80 in Q2. Hiring expectations are also weaker, 
with the BOI decreasing from 40 in Q2 to 27 in Q3. 

 

Real Estate 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The composite BOI for the real estate sub-sector sector 
has once again moderated; the index is lower by 23 
points from 38 in Q2 to 15 in Q3. A decline in all five pa-
rameters has weighed down on the composite index. 
The volume of sales parameter has posted a sharp drop 
of 42 points from 54 in Q2, while the new orders BOI has 
shed 18 points to stand at 16. The selling prices BOI is 
at 8 in Q3 versus 21 in Q2; 92% of the firms have indi-
cated that they do not expect any change in their selling 

A fewer number of respondents plan to invest in busi-
ness expansion in Q3 2014 (37%) compared to the pre-
vious quarter (47%). 

 

Finance, Real Estate & Business Services Sector 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The composite BOI for the finance, real estate & busi-
ness services sector is at a series (5 years) low of 30, 
losing 18 points q-o-q and 16 points y-o-y. The index 
has been weighed down by lower optimism on all five 
parameters. The BOI for volume of sales has declined 
by 31 points from 62 in Q2; while the BOI for new orders 
has decreased by 16 points to 38. 89% of the firms in 
this sector expect their price levels to remain unchanged 
during Q3 due to competition, while 10% foresee a rise 
and a marginal 1% anticipates a decrease. The BOI for 
selling prices stands at 9 in Q3 versus 20 in Q2. Weaker 
outlook for demand and prices has resulted in lower 
BOIs for profits and hiring. The BOI for net profits has 
shed 21 points to stand at 32, while the BOI for hiring is 
down by 10 points from 50 in Q2; compared to the last 
quarter, a lower proportion (42% versus 53% in Q2) of 
the respondents will up their headcount to handle more 
orders and projects due to the company’s business de-
velopment plans 
 
54% of the sector respondents do not foresee any hin-
drances to their business operations in Q3 2014 as com-
pared to a corresponding 61% in Q2. Issues relating to 
government regulations are the major obstacle as cited 
by 19% of the sector respondents, while 14% singled 
competition as the primary hindrance impacting their 
overall perception.   
 
The investment outlook, however, remains stable with 
45% respondents planning to invest in business expan-
sion in Q3 2014, the same level as in Q2. 
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Sentiments in the non-hydrocarbon sector have moderat-
ed this quarter as only half of the respondents felt that 
there will be no negative factors that will impact opera-
tions, compared to 62% last quarter.  The top challenges 
cited in this quarter include competition (16%), impact of 
government policies & fees (15%) and the lack of skilled 
labour (8%). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
In contrast, sentiments in the hydrocarbon sector have 
improved marginally as 55% of the respondents cited 
that there will be no negative factors affecting their busi-
ness operations this quarter, as against 53% in Q2. Lack 
of availability of skilled labour as a result of the country’s 
labour rules, and government policies and fees are key 
concerns as cited by 14% (each) of the respondents. 
Other challenges cited include constrained availability 
and rising cost of raw materials, impact of competition, 
payments/receivables delays, instable political environ-
ment and seasonal conditions (indicated by 3% each). 
 
 
Investment plans 
 
In terms of business expansion plans, the overall outlook 
in the non-hydrocarbon sector continues to remain cau-
tious as 44% firms as compared to 47% firms in Q2, plan 
to invest in expansion activities. A sectoral comparison 
indicates that the Construction sector is the most opti-
mistic sector followed by the Finance, Real Estate and 
Business Services sector.  
 
Sentiments in the hydrocarbon sector remain upbeat as 
58% of the respondents plan to undertake growth activi-
ties compared to 55% in Q2. 
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prices. The BOI for net profits is lower by 30 points from 
42 in Q2 and the hiring index is lower by 10 points from 
38 in Q2. 
 
Business Services 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

The business services sub-sector has also recorded a 
weakening in outlook, with the BOI at 36 in Q3 com-
pared to 51 in Q2. At 39, the BOI for volume of sales has 
decreased by 25 points from 64 in Q2, while the BOI for 
new orders has declined from 64 in Q2 to 47 in Q3. Ex-
pectations on selling prices are also lower as 88% of the 
respondents do not foresee any change in selling prices 
and 11% anticipate an increase. In line with the weaker 
demand and price expectations, the profitability outlook 
has moderated to 39 from 53 in the previous quarter. 
Hiring expectations have also slipped; the BOI stands at 
46 compared to 56 in Q2. 
 
 
Business Challenges 
 
 
 
 
 

 

 
 
 
 
 
 
 
 
 
 
 



 
 

 

 

 

 

 

 

 

 

 

 

 

 

The top concerns affecting the business community due 
to the labour policies include: 
 

1. Availability of skilled labour: A higher proportion of 
firms this quarter (25%) have highlighted that the 
availability of skilled labour is an important concern 
for their business this quarter, indicating a reversal 
in the declining trend of this impediment over the 
last three quarters.     
   

2. Increasing cost of labour: In a reversal of trend, as 
compared to the previous quarter, the proportion of 
firms citing increasing cost of labour as a concern 
has declined to 6% in Q3 from 14% in Q2.   
   

3. Government Policy/Regulations: A marginal 5% of 
the respondents have reported that government 
policies and regulations affect them due to various 
visa restrictions and related regulatory concerns. 

 
 
Appendix 
 
Hydrocarbon Sector 
 
Volume of Sales 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Impact of the Labour Policies on the Business  

Community 
 
The impact of the government’s labour laws in the coun-
try has been examined in the Q3, 2014 survey. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The proportion of respondents who have cited that the 
labour policy will have no negative impact on their oper-
ations increased to 63% this quarter compared to 59% in 
Q2.  
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The BOI for the Volume of Sales parameter of the hydro-
carbon sector has declined sharply to 35 in Q3 from 68 
in the previous quarter. However, a major percentage 
(48%) of the respondents expect sales volumes to in-
crease on the back of more projects, while 13% foresee 
a decline due to lower demand during the Ramadan sea-
son. 

 

Level of Selling Prices 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

The BOI for the Level of Selling Prices parameter has 
shrugged off the previous quarter’s rising trend and end-
ed lower at 13 in Q3. Despite the lower BOI figure, a 
substantial number (87%) of respondents anticipate sta-
bility in their selling price levels since they are pre-
determined by the government. Prices are expected to 
increase for the remaining 13% of the respondents on 
the back of rising overheads such as raw material costs 
and other operational expenses. 
 
Net Profits 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Mirroring the downward trend of the sales volumes and 
prices, the BOI for the Net Profits parameter loses mo-
mentum to end at 35 in Q3 from 58 in Q2. A majority 
(48%) of the respondents in the hydrocarbon sector ex-
pect profitability levels to increase while another 39% 
foresee stability in this parameter. 
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Number of Employees 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The BOI for the Number of Employees parameter has 
slipped to 40 in Q3 from 50 in the previous quarter. De-
spite this, 45% of the respondents expect to increase 
their employee count due to their expansion plans and in 
anticipation of new projects. On the other hand, half of 
the respondents (50%) will keep their headcount stable 
since they are sufficiently staffed. 
 
 
Non-hydrocarbon sector 
 
Volume of Sales 

 

 

 

 

 

 

 

 

 

 

 

 

The BOI for the Volume of Sales parameter has declined 
to 41 in Q3 from 64 in Q2. However, a majority 53% of 
the respondents foresee an increase in sales volumes 
on the back of a booming economy conducive for the 
growth of business, more number of new and long term 
projects and increased demand. 35% expect sales vol-
umes to be stable due to the Ramadan and summer 
season. 
 
 
New Orders 

 

Amid lower optimism with respect to the Volume of Sales 
parameter, the BOI for the New Orders parameter has 
also declined to 43 this quarter from 59 in Q2. Despite 
this, 54% anticipate an increase in their order book sta-



tus especially after the Ramadan season, positive mar-
ket conditions which will boost business, more number of 
projects and expansion and promotional activities. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
   
Level of Selling Prices 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

The BOI for the Level of Selling Prices parameter is seen 
declining steadily for the last four quarters to stand at 13 
in Q3, as a significant proportion (83%) of the respond-
ents are cautious and expect prices to stabilize due to 
competition and pre-determined fixed prices.  15% of the 
respondents, on the other hand, will increase their selling 
prices due to inflation arising from an increase in cost of 
raw materials and other overheads. 

 

Net Profits 
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With a decline in the optimism for sales and selling pric-
es, the BOI for the Net Profits parameter has slipped to 
41 in Q3 from 55 in the previous quarter. However, a 
majority 54% anticipate an increase in profitability levels, 
while 33% foresee profits to remain intact.  
 
 
Number of Employees 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The BOI for the Number of Employees parameter has 
tracked sideways in Q3 as 45% of the respondents in-
tend to increase headcount in anticipation of new pro-
jects as well as due to plans for business expansion. 
54% of the respondents will maintain employee count at 
the current levels while only 1% will reduce the number 
of employees. 

 

Level of Stock 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

The BOI for Level of Stock parameter is seen moderating 
to 32 this quarter from 34 in Q2. Despite this trend, 58% 
of the respondents anticipate inventory levels to remain 
intact, while 37% will increase stock levels to efficiently 
handle increased demand. 

 

 



Methodology 

 

The D&B Business Optimism Index 

 

The D&B Business Optimism Index is recognized as a 

product that measures the pulse of the business com-

munity and serves as a reliable benchmark for inves-

tors. The D&B Business Optimism Index is arrived at 

on the basis of a quarterly survey of business expecta-

tions. It is conducted in various countries that D&B 

operates in. Over time, the quarterly survey has 

emerged as a leading indicator of turning points in 

economic activities in these countries. 

 

A random sample is selected from Dun & Bradstreet’s 

commercial database for conducting this survey. This 

sample is divided into hydrocarbon and non-

hydrocarbon segments to eliminate the dominance of 

the former over the latter and understand their dy-

namics individually. The hydrocarbon segment includes 

Saudi Arabia’s mining, oil and gas companies whereas 

the non-hydrocarbon segment encapsulates in its pur-

view the following sectors: 

 

 Manufacturing (140 units) 

 Construction (70 units) 

 Trade, restaurants & hotels (80 units) 

 Transport & communications (60 units) 

 Finance, insurance, real estate & business  

       services (110 units) 

 

The sample is a microcosmic representation of Saudi 

Arabia’s business community. The survey respondents 
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are asked if they expect an increase, decrease or no 

change regarding the following parameters: Volume of 

Sales, Net Profits, Level of Selling Prices, New Orders 

received, Level of Stock, and Number of Employees. 

 

The individual indices for each of the above parameters 

are then calculated by subtracting the percentage of 

respondents expecting decrease from those expecting 

increase. 

 

Additional poll questions are asked relating to the cur-

rent economic scenario and are aimed at gauging the 

business sentiments with regards to several key cur-

rent issues. 

 

For the purpose of the survey, Q1 is the period be-

tween January and March, Q2 is the period between 

April and June, Q3 is the period between July and Sep-

tember, and Q4 is the period between October and 

December each year. 

 

Composite Business Optimism Index 

The purpose of the Composite Business Optimism In-

dex is to capture the aggregate weighted behavior of 

all the six individual indices in the non-hydrocarbon 

sector. Beginning in Q3 2010, D&B has further intro-

duced composite indices for all sub-sectors in the non-

hydrocarbon sector to allow one indicator to summa-

rize optimism levels in each of these sub-sectors. 
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Disclaimer:  
 

The information and opinions in this research report were prepared by The Economics Department of The National Commercial Bank (NCB) and are 
only and specifically intended for general information and discussion purposes only and should not be construed, and should not constitute, as an 
advertisement, recommendation, invitation, offer or a solicitation of an offer to buy or sell or issue, or invitation to purchase or subscribe, underwrite, 
participate, or otherwise acquire any securities, financial instruments, or issues in any jurisdiction.  
 
Opinions, estimates and projections expressed in this report constitute the current opinion of the author(s) as of the date of this report and that they 
do not necessarily reflect either the position or the opinion of NCB as to the subject matter thereof.  NCB is not under any obligation to update or 
keep current the information  contained and opinions expressed herein and accordingly are subject to change without notice.  Thus, NCB, its direc-
tors, officers, advisors, employees, staff or representatives make no declaration, pronouncement, representation, express or implied, as to the accu-
racy, completeness or fairness of the information, estimations, opinions expressed herein and  any reliance you placed on them  will be at your own 
risk without any recourse to NCB whatsoever.  Neither should this report be treated as giving a tax,  accounting, legal, investment,  professional or 
expert  advice. 
 
This report  may not contain all material terms, data or information and itself should not form the basis of any investment decision and no reliance 
may be placed for any purposes whatever on the information, data, analyses or opinions contained herein.  You are advised to consult, and make 
your own determination, with your own independent legal, professional, accounting, investment, tax and other professional advisors prior to making 
any decision hereon.  
 

This report may not be reproduced, distributed, transmitted, published or further distributed to any person, directly or indirectly, in whole or in part, by 

any medium or in any form, digital or otherwise, for any purpose or under any circumstances, by any person for any purpose without NCB’s prior 

written consent. NCB reserves the right to protect its interests and take legal action against any person or entity who has been deemed by NCB to 

be in direct violation of NCB’s rights and interest including, but not limited to, its intellectual property.  
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