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The National Transformation Program is anxiously awaited by investors, corporates and general public – 

targeted for announcement in 2Q16. We believe the NTP aims to achieve one objective: 

 

 

 

 

Volatility in oil price has highlighted economic fragility and following realization: 

 

 Reliance on oil must be curtailed given the secular changes taking shape in supply and demand 

 Alternate revenue sources must be developed and expanded 

 Runaway spending must be brought under control 

 Productivity and efficiency levels must be raised 

 Burgeoning entrants into the workforce must be accommodated 

 Diversified economic engine to flatten cycles and reduce state dependence 

 

Initiatives have been announced and more are in the pipeline, including: 

 

 Gradual reduction in energy subsidies with aim to reach market prices 

 Conservation of resources, particularly water 

 Restructuring of retail and healthcare sectors 

 Developing peripheral industries (e.g. mining) 

 Focus on education expenditure 

 Privatization of state entities and investment income 

 Introduction of taxes and fees (e.g. land and VAT) 

 Transparency and expansion of stock market to attract investors 

 Cost control at government bodies 

Sustainable Economic Position for Saudi Arabia 
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While some aspects of NTP may be longer term initiatives, we believe balancing the budget is the more 

immediate priority. We took a conservative view to chart a path to balanced budget by 2020. Our key 

assumptions include: 

 

 Sub-$55 Brent through the next five years, however convergence of realized price and market price as 

energy subsidies scale back 

 Double-digit growth in non-oil revenues on accelerating fees and taxes 

 

 Some $156 bln flowing to PIF from 5% sale of Saudi Aramco 

 Long-term, sustainable yield of 3.5% in investment income 

 Revenues from privatization 

 

 Modestly expanding budgets to maintain standard of living and economic growth 

 Eventual closure of overspend versus the budget 

 

We conclude that balanced budget is achievable by 2020 and potentially sooner if non-oil revenue push 

accelerates ahead of expectations. 

 

Source:  Tadawul, OPEC, JODI, IMF, SAMA, Saudi Aramco, Reuters, Bloomberg, SFC 



PUBLIC 

Revenue Projection 

4 

SAR bln 2015 2016E 2017E 2018E 2019E 2020E

Revenues 608 465 616 762 866 954

Oil 445 293 433 558 635 698

Non-oil 163 172 184 204 231 256

% oil 73% 63% 70% 73% 73% 73%

% non-oil 27% 37% 30% 27% 27% 27%

Oil Assumptions

Brent $52 $38 $45 $50 $52 $53

Arab Light $49 $35 $42 $47 $49 $50

Realized selling price $32 $21 $31 $40 $46 $50

Differential $18 $14 $11 $7 $4 $0

Production (mbpd) 10.2 10.2 10.2 10.2 10.2 10.2

Export quantity (mbpd) 7.4 7.3 7.2 7.1 7.0 6.9

Domestic (mbpd) 2.8 2.9 3.0 3.1 3.2 3.2

Non-oil Assumptions

Petroleum products tax 16 17 18 20 23 28

Customs duties 25 26 28 31 36 43

General service fees 2 2 3 3 4 5

Telecoms 4 4 4 5 5 5

Documents fees 16 17 18 19 21 22

Other income taxes 14 14 15 15 16 16

Rents & sales 2 2 2 2 2 2

Investments 37 39 41 49 60 63

Other revenues 26 28 31 34 38 42

Zakat 14 15 15 16 17 18

Fees of port services 4 4 4 5 5 7

Visa fees 3 3 3 3 4 5

Mining fees 1 1 1 1 1 1

Total 163 172 184 204 231 256

Growth

Oil -51% -34% 48% 29% 14% 10%

Non-oil 24% 6% 7% 11% 13% 11%

Total revenues -42% -23% 32% 24% 14% 10%

 

Although oil will continue to dominate revenue 

contribution in the foreseeable future, we highlight 2 

key changes stemming from NTP: 

 

 Removal of energy subsidies 

 Substantial variance between realized 

selling price of oil versus benchmark price 

($18 in 2015) 

 As fuel and utilities trend up to market 

price, we believe the differential will 

narrow and eventual vanish 

 As such, even in a depressed commodity 

environment, oil revenues will get a boost 

 

 Push towards non-oil revenues 

 Gradual increases in various fees and 

taxes can sustain non-oil revenue growth 

 Introduction of corporate taxes can drive 

rapid revenue growth – although we have 

excluded this from our projections 

 Privatization is embedded in “Other 

revenues” and could accelerate in coming 

years – liquidity and investor appetite will 

be primary considerations 

 Plans to institutionalize “Investment” 

income through PIF could force greater 

focus on income maximization 
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For global majors, market value per BOE (barrel of oil equivalent) averages 

$11.50. Assuming Saudi Aramco is valued at $10 per BOE, yields an 

enterprise value of $3.1 trillion. At 5% offering, some $156 bln will flow to PIF. 

Further, assuming a long-term sustainable yield on 3.5% equates to SAR 20 

bln in investment income. 

Global Majors Exxon Shell BP Total SA Average

Reserves BOE (bln) 38 12 10 12 18

Market cap (bln) $352 $204 $95 $118 $192

P / E 22.1x 81.9x n.a. 21.5x 41.8x

P / S 1.4x 0.6x 0.4x 0.8x 0.8x

P / B 2.1x 1.0x 1.0x 1.3x 1.3x

Revenues (bln) $259 $265 $223 $146 $223

Production (mbpd) 4.1 3.9 3.3 2.7 3.5

Value / BOE $9.34 $17.34 $9.15 $10.19 $11.50

Potential Value of Saudi Aramco

Reserves crude oil (bln bbl) 261

Gas (tcf) 294

Reserves BOE (bln) 312

EV @ $10 (bln) $3,118

IPO size at 5% listing (bln) $156

PIF Investment in 

Saudi Equities

PIF % 

ownership

Market Cap 

(SAR mln)

PIF Stake 

(SAR mln)

RIBL 22% 33,150 7,293           

Samba 23% 41,060 9,444           

Alinma 10% 19,575 1,958           

NCB 44% 79,720 35,077         

SABIC 70% 231,330 161,931       

QACCO 23% 5,545 1,275           

SPCC 37% 10,291 3,808           

YCC 10% 6,988 699               

EPCCO 10% 2,618 262               

Mouwasat 37% 5,644 2,088           

GASCO 11% 1,658 182               

NADEC 20% 1,758 352               

SFICO 40% 664 266               

STC 70% 123,020 86,114         

MAADEN 50% 33,676 16,838         

Saudi Ceramics 5% 2,062 111               

SRECO 65% 2,152 1,389           

Bahri 23% 16,573 3,737           

SAPTCO 16% 1,545 243               

Dur 17% 2,322 386               

Total 333,452       

TASI market cap 1,452,214

PIF ownership 23%

Aramco funds injected into PIF (bln) $156

Converted @ 3.75 (SAR bln) 585

Sustainable LT yield 3.5%

Investment income (SAR bln) 20

Aramco IPO Funds Invested in PIF
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We expect 2016 to be challenging, however the road to sound fiscal footing is traversable: 

 

 Modestly expansionary budget to sustain standard of living and economic activity through 2020 

 Strong recovery in oil prices will be balanced between replenishing reserves and stimulating economy 

 Spending discipline highlighted in 2016 budget will narrow the gap between budgeted and actual spend 

 We expect narrowing slippage and eventual closure in overspend 

 Deficit projected to peak in 2016 followed by downtrend 

 By 2020, expect modest budget surplus of SAR 8 bln 

 Domestic and international borrowing will help to bridge revenue gap 

 Estimating an average SAR 15 bln per month bond issuance in 2016 followed by gradual reduction 

 Reserve drawdown projected to ease from SAR 435 bln in 2015 

 

Spending discipline 

Sound fiscal position 

Effective use of 

reserves and borrowing 

capacity 

SAR bln

Budget Outlook 2015 2016E 2017E 2018E 2019E 2020E

Budget 860 840 865 891 918 945

Actual spend 975 907 917 927 936 945

Variance 13% 8% 6% 4% 2% 0%

Revenues 608 465 616 762 866 954

Surplus / (deficit) (367) (442) (301) (165) (70) 8

KSA real GDP growth 3.4% 1.2% 1.9% 2.0% 2.0% 2.0%

Nominal GDP 2,450 2,588 2,771 2,967 3,135 3,317

Surplus / (deficit) % of GDP -15% -17% -11% -6% -2% 0%

Plugging deficit

Bond issue 98 180 144 120 60 0

Reserve drawdown 435 262 157 45 10 (8)

Total reserves 2,312 2,050 1,893 1,848 1,838 1,846
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This report is prepared by Saudi Fransi Capital (“SFC”), a fully-fledged investment firm providing investment banking, asset management, 

securities brokerage, research, and custody services. SFC, and its affiliate, might conduct business relationships with the company that is 

subject of this report and/ or own its security. 

 

This report is based on current public information that we consider reliable, but we do not represent it is accurate or complete, and it 

should not be relied on as such. Accordingly, no representation or warranty, express or implied, is made as to, and no reliance should be 

placed on the fairness, accuracy, completeness or correctness of the information and opinions contained in this report. 

 

This report is intended for general information purposes only, and may not be reproduced or redistributed to any other person. This report 

is not intended as an offer or solicitation with respect to the purchase or sale of any security. This report is not intended to take into 

account any investment suitability needs of the recipient. In particular, this report is not customized to the specific investment objectives, 

financial situation, risk appetite or other needs of any person who may receive this report. SFC strongly advises every potential investor to 

seek professional legal, accounting and financial guidance when determining whether an investment in a security is appropriate to his or 

her needs. Any investment recommendations contained in this report take into account both risk and expected return. 

 

To the maximum extent permitted by applicable law and regulation, SFC shall not be liable for any loss that may arise from the use of this 

report or its contents or otherwise arising in connection therewith. Any financial projections, fair value estimates and statements regarding 

future prospects contained in this report may not be realized. All opinions and estimates included in this report constitute SFC’s judgment 

as of the date of production of this report, and are subject to change without notice. Past performance of any investment is not indicative 

of future results. The value of securities, the income from them, the prices and currencies of securities, can go down as well as up. An 

investor may get back less than what he or she originally invested. Additionally, fees may apply on investments in securities. Changes in 

currency rates may have an adverse effect on the value, price or income of a security. No part of this report may be reproduced without 

the written permission of SFC. Neither this report nor any copy hereof may be distributed in any jurisdiction outside the Kingdom of Saudi 

Arabia where its distribution may be restricted by law. Persons who receive this report should make themselves aware of, and adhere to, 

any such restrictions. By accepting this report, the recipient agrees to be bound by the foregoing limitations. 
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