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Saudi Arabia Consumer Prices (Feb. 2023) 
Inflation past its peak  

Saudi Arabia’s headline inflation rate slowed from 3.4% y/y in January to 3.0% y/y in February 
on the back of an easing of both food and non-food inflation. We think that this marks the start 
of a gradual easing in inflation and expect it to settle at 1.5-2.0% y/y by the end of this year. 

The outturn was lower than the consensus expectation of (3.2% y/y) but bang in line with our 
own forecast. The breakdown of the data showed that both food and non-food inflation eased 
last month. Inflation of all major foodstuffs, such as bread and cereals, meat, dairy, and 
vegetables, slowed last month in line as the falls in global agricultural commodity prices since 
the middle of last year started to feed through. 

At the same time, our measure of non-food inflation edged down for the first time since 
October from 3.2% y/y in January to 2.9% y/y in February. Among the major non-food 
subcomponents of the CPI, only housing and utilities inflation picked up last month. This was 
entirely driven by a further increase in rentals paid by tenants which, as we’ve argued before, 
may reflect structural shifts in the residential property market pushing up rents.  

Looking ahead, last month’s reading is consistent with our view that inflation peaked in January 
and will continue to ease over the rest of this year. We expect that the headline rate to reach 
1.5-2.0% y/y by the end of this year and it will hover around this level over 2024. If anything, 
the risks to our inflation forecast lie to the downside. If oil prices remain elevated, as we expect, 
this will provide the government with scope to loosen fiscal policy further and Crown Prince 
Mohammed bin Salman has hinted at a cut to the VAT rate. 

We’ll update the linked webpage with additional analysis and data over the next hour. 
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