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A. Executive Summary and Review

Executive Summary

The key highlights are:

1.

Q3 2018 Budget - Saudi Arabia reduced its budget deficit
in Q3 2018 to SAR 7.29 bn compared to 7.36 bnin Q2 2018
and SAR 48.73 bn in Q3 2017. The overall deficit by the
end of Q3 2018 amounted to SAR 48.98 bn, which
accounts for just 33% of the revised deficit target of SAR
148 bn for FY 2018.

Oil production - Saudi Arabia increased oil production
1.4% MoM to 10.68 million barrels of oil per day (mbpd) in
October 2018, to its record highest monthly level (Refer
Figure 1, Page 12).

Inflation - Saudi Arabia’s inflation rose 2.1% YoY in
September 2018, down from 2.2% recorded in August.
(Refer Figure 5, Page 6). The fall is atftributed to decreased
inflation in housing, water, electricity, gas and other fuels
(-3.2% YoY), to its lowest level since the base was
changed to 2013.

Non-oil private sector growth — Growth in Saudi Arabia’s
non-oil private sector marginally improved in October
2018 to 53.8, from 53.4 recorded in September (Refer
Figure 7, Page 6) due to uptick in employment and new
order growth. Employment index increased to 51.3 from a
10-month low of 50.7 in September. Output (selling prices)
increased marginally in October, after declining in prior
three months. Input costs also declined slightly, which will
help to improve margins. Consequently, business optimism
about future output increased in October, with half of
surveyed firms expecting output to be higher in the next
one year, while rest half expected current output to be
sustained.

Bank Credit — Total bank credit recorded its highest rate of
growth (+1.5% YoY) this year so far, reaching SAR 1.43tn in
September (Refer Figure 20, Page 8). This was confributed
by growth in both private sector credit (1.4% YoY) and
public sector loans (4% YoY).

Consumer Spending —PoS Transactions rose 27.7% YoY to
SAR 19.3 bn (Refer Figure 38, Page 10); while ATM
withdrawals rose 12.3% YoY to SAR 57.6 bn (Refer Figure
33, Page 10).
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Saudi Arabia shrinks its budget deficit in Q3 2018, with non-oil revenues surging 45% YoY

Saudi Arabia reduced its budget deficit in Q3 2018 to SAR 7.29 bn compared to 7.36 bn in Q2
2018 and SAR 48.73 bn in Q3 2017. The overall deficit by the end of Q3 2018 {(first nine months
of 2018) amounted to SAR 48.98 bn, which accounts for just 33% of the revised deficit target
of SAR 148 bn for FY 2018. The deficit in Q3 reduced 85% on YoY basis and 1% on QoQ basis.
Overall deficit reduced 60% YoY during the first nine months of 2018. The Saudi Finance
Ministry stated “The reduction in the budget deficit is a result of significant growth in oil and
non-oil revenues, reflecting the effectiveness of economic reforms and fiscal measures
targeting fiscal sustainability as well as the effective management of public finances.*

Total revenue rose 57% YoY to SAR 223.3 bn in Q3, with oil revenue increasing 63% YoY to SAR
154 bn supported by higher oil prices and volumes. Non-oil revenues surged 45% YoY to SAR
69.3 bn due to additional levying of Value Added Tax (VAT) on goods and services. Total
expendifure increased 21% YoY to SAR 230.5 bn in Q3, mainly due increased expenditure on
financing, subsidies, goods and services and social benefits. In terms of budget allocation,
Infrastructure & Transportation remains the most underspent sector, with only 37% of the total
annual budgeted expenditure utilized by the end of Q3 2018. The deficit for Q3 was financed
through the debt borrowed in previous quarters. The Kingdom'’s public debt rose to SAR 549.5
bn by the end of Q3 2018 compared to SAR 537 bn at the end of Q2 2018 and SAR 443.3 bn
at the end of 2017.

Private sector growth improves marginally in October

Growth in Saudi Arabia’s non-oil private sector improved marginally to 53.8 from a four-
month low of 53.4 in September 2018. The improvement was confributed by better
employment and new order growth indicators. Employment index improved to 51.3 in
October from a 10-month low of 50.7 in September. Both new orders and new export orders
improved in October from September. Most importantly, business optimism about future
output improved in October compared to previous month. Half of all firms surveyed
expected their output fo be higher in one year's time, while rest half expected the output to
remain same as this year.

Inflation rate slows down in September

Saudi Arabia’s inflation rose 2.1% YoY in September 2018, down from 2.2% recorded in
August. The fall is mainly attributed to decreased inflation in housing, water, electricity, gas
and other fuels, which fell from -1.3% YoY in August to -3.2% YoY in September, its lowest level
since January 2015 (since the base was changed to 2013 prices). This offset the rise in prices
of Food and beverages (+6.8% YoY) and Transport (+11.1% YoY). Overall inflation averaged
2.5% over the first nine months of 2018.

Figure 1: PMI Index Figure 2: Inflation YoY%: major sub-indices
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Bank credit grows at the highest rate this year in September

Total bank credit recorded its highest rate of growth (+1.5% YoY) this year so far, reaching
SAR 1.43tn in September (Refer Figure 20, Page 8). This was contributed by growth in both
private sector credit (1.4% YoY) and public sector loans (4% YoY). While private sector credit
achieved the highest rate of growth so far this year, public sector credit furned positive for
the first time since January 2018. In terms of sectorial breakup of credit, banks increased their
exposure to Manufacturing and processing sector by 2.9% in Q3 2018 compared to the
previous quarter, while Building and construction sector witnessed a growth of 3.3%.

In terms of maturity, the credit growth was strongly contributed by the growth in long term
credit (more than 3 years), which increased 15.6% YoY. On the other hand, short term lending
(less than 1 year) fell 2.5% YoY; while the medium term credit (1 to 3 years) fell 10.4% YoY.

Figure 3: Bank Credit Growth (% YoY) Figure 4: POS Transactions (SAR bn)
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Growth in consumer spending stays strong in September

YoY growth in consumer spending stayed strong during the month of September, with PoS
Transactions rising 27.7% YoY to SAR 19.3 bn in September, from SAR 19.2 bn in the previous
month. ATM withdrawals rose 12.3% YoY to SAR 57.6 bn; but fell 8.8% on MoM basis.
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Chart Pack

I. Macroeconomic Indicators

Figure 1: GDP (Constant prices) growth

(quarterly -% YoY) Figure 2: GDP growth (annual - % YoY)
-/0
15 4

25
101 157 2017
5 Q22018, 5 A 7%
1.6%
-5 4
_'|5_
(5) - 25
DY YOO X XDLLOONND IR YIIINEsIyom
SERIIJISSISSSILEE N - N R
— N = M = M = M — M — ) — O —
CHCECECECECECECECECNCECNECEONC]
Source: General Authority of Statistics Source: General Authority of Statistics
Figure 3: Non-oil GDP growth (quarterly - % Figure 4: Non-oil GDP growth (annual - %
YoY) YoY)
15 1 45 -
Q22018,
10 1 2.4% 35 1
5 - 25 1
15 2017,
- 1.0%
5-
(5) -
— — N AN OO T T OHLWL O O NN _5_
OO0 00000000 O0OQ OO O — TNO MYV ANW®O—=XNOM-O
AN AN N AN AN AN AN AN AN NN ANNANAN N ININ 0 00 60 00 08 O8N 0N ©O O ©O — — —
B T xR QQQRKR
CHUECECEUECEOECECECECECROUECNG)
Source: General Authority of Statfistics Source: General Authority of Statistics
Figure 5: Inflation (% YoY) Figure 6: Food inflation (% YoY)
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Figure 7: PMI index Figure 8: Cement Sales (Mn tons)
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Figure 9: Oil vs Non-oil revenues (% share)
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Figure 10: Annual fiscal balance (SAR bn)
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Figure 11: Current account balance -
quarter (USD bn)
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Figure 13: Current Account Balance (%GDP)
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Figure 14: Trade balance (USD bn)
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Figure 15: Trade balance change (% YoY)
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Figure 16: KSA breakeven oil price (USD/bl)
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Figure 25: Money Supply/M3 growth (% YoY)
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Figure 26: Composition of M3 money supply
(% share)
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Figure 27: Currency Outside Banks (% share
of M3)

Source: SAMA

Figure 28: Time & Savings Deposits/Total
Deposits (%)
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Figure 31: Inflation YoY% (major sub-indices)
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Figure 32: Real Estate Price Index
(100=2013)
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Figure 33: ATM Cash Withdrawals (SAR bn)

Figure 34: Saudi unemployment rate (%)
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Figure 35: Competitiveness ranking/indicator Figure 36: FDI (accumulated, SAR billions)
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Figure 37: External debt-to-GDP (%)

Source: SAMA

Figure 38: POS Transactions Sales (SAR bn)
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Figure 39: Mobile/Telecom Subscribers (mn)

Figure 40: Automobile Sales (*000s)
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Figure 42: Electricity Generation - Quarterly

Figure 41: Electricity Generation (TWh)
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Figure 43: Cement Prices (SAR, 50kg) Figure 44: Steel Prices (SAR/ton)
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Figure 45: Expat Remittances (SAR bn) Figure 46: Labor Force Breakdown (‘000)
20 - 15,000
15 - 10,000
10 - 5,000
Sep-2018,
S o8 0
LONOTO —ANMITWLONNNIDNOWOO
QOO0 OO — — = = = = —
0 — T ——T—T—T coleoNoNeoNoNoNoNoNoNololoNoNoNoNoNe)]
AN A AN AN ANANANANANANANANANAN
2858855888582 oo 5898358
C SIS eI Lt a35Ess 9GCCoo0
Qq:ﬁop’(ﬂog’{ﬂog(ﬂog’{ﬁ B Non-Saudis Saudis
Source: SAMA Source: Ministry of Labor, Quarterly data displayed for

2017 onwards




S
) 36102 ¥O /19
AR < - gl-uor
° 36102 €O _ ¢ Luor R o L /1-AON
5 36102 8 2 ] g~ _gl-deg
2 49 8 ]2 -¢l-9=d < - Gl-uor LeLnr
0] = 5 LOL-AON Eo) L e-
2 34102 1O & e} .m. elL-inr L | 1-APW
- -1O _
5 38102 vO 5 80 m © m -eluer - 60-IPW
= - 90-9es £ -otL-nr o L z0-uor
= 3 = - 60-upr 3% - ¥0-AON
n_mv 810C ¢© m - co-Inr ..n”b L Z00r ] B NO-Q@W
S 810z 1O = i oo-mi = - 90-upr £ - 00-Inr
= /10 O 860N o - po-nr = | g6-AOW
5 Z VO 9 -1d o
= 102 €O 0 ey 2 s sl | o 96Hon
3 5 Freew | 8 1O Llor 3 & Cyguor | D
N = L1020 | < 26904 § 8 L 00- € v L 14AON | R
o I | 06-uo 3 ooupr s 15 g
0 a AT ra» gl R & -68des | 8
593 oIS —— /8-28Q g O T . =
DE « o o S sle —— b liw gl do ooy
— o= N [ — N =
518 ; H EEERRENH FR R
%} L (0]
(%}
250 - o gl- o
mmm L9l-unr g gl-idy 3 5
= 7 L g l-IDW 73 L /1-IoW 0 ) JARSEN
O o c 2 - 9l-unr
Q - 60-290 2 - 91-aed = S« 9L-IoW o
> Q L 90-dos - gl-upr ) g~ yudss ylaer
= £ - go-unr s} -€1-9e@ 5 El-low DY
mlw C o L7 1-r0 e | |-des 60-1OW
= @) L 00-IOW 0 T1-AON o) ©
p = c . ~ 0L-IPW = zo° 90420
O O L 94-29Q = o] a m o) S
3 d = Loldes | Q = go-des g S 70-AOW
M 3 - £6-0d8S o) 5 X o /0-1oW _ < 10-9=Q
C o L o&-unr o - 60-OnNY m o N[ N
= = i Lot | 3 1B 50-des o 6671
S m o) - L8-IOW — | /o-unr ..lm:. = yO-IOW n_n.v £6-9ed
o) o — ¢good | o O 5 O d > y6-deg
O = o= -Al [\ — [40RSEN
z b X | og-d o O F90-AOW | = | © = -
O 9 5 0g-des ) L goudy | O (R LO-IDW o = Z6-1dy §
O 2 o FLLunr 5 I3 L yO-IDW ..W = 66-dos g 9 687ON o
e = > yOW 3 & oo jS G 86-IOW § 14 /g-unf I3
O o) o |~/ . Fe0ged | = W Qo | .. g 5
5 0/-29d IR O R = P 94-dag m o~ gg-upr I
[a'4 o)) m O W0V < N O Q -] ! ' ! ¢o-upr w — _ © (0] -6 =
Q et - S D 9O ® v ¥ & o © S G6-IOW w Y ¢8-bny ..
< = & S i - w D T NO AT o 5 D> 888888-° w
8 i oo 3 D 8B8IYIK=2 5
b3 < 3
N




MACROECONOMIC MONTHLY

Ill. Stock Market Indicators

Figure 1: TASI and Ol Figure 2: TASI Price-to-Earnings Ratio (x)
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IV. Corporate earnings

Figure 1: TASI Revenue and YoY growth

(Quarterly)
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Figure 2: TASI Revenue and YoY growth
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Figure 3: TASI EBITDA and YoY growth

(Quarterly)
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Figure 4: TASI EBITDA and YoY growth
(Annual)
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Figure 5: TASI PAT and YoY growth
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Figure 6: TASI PAT and YoY growth (Annual)
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Figure 7: TASI EBITDA and PAT margin (%) -
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V. Tadawul Sector Earnings Perfformance

Market
Earnings (SAR mn) Cap (SAR Q22018 Q22017 Q12018 % YoY % QoQ
mn)

Materials 628,512 11,084.6 6,076.8 10,420.4 82.4 6.4
Banks 568,995 12,654.7 11,319.6 12,578.3 11.8 0.6
Telecommunication Services 179.330 2,327.4 2,174.9 2,417.1 7.0 -3.7
Real Estate 81,996 30.4 113.8 311.8 -73.3 -90.2
Food & Beverages 76,914 908.7 950.2 280.4 -4.4 224.1
Utilities 73,206 1,878.8 2,269.8 -1,175.2 -17.2 259.9
Energy 35,237 438.1 487.2 442.5 -10.1 -1.0
Diversified Financials 34,348 2429 227.2 160.6 6.9 51.3
Insurance 31,568 451.0 352.9 135.7 27.8 232.3
Retailing 26,850 451.7 4492 68.0 0.5 564.3
Health Care 23,562 190.2 212.0 306.1 -10.3 -37.9
Transportation 12,752 137.7 233.5 146.5 -41.0 -6.0
Consumer Services 11,432 132.3 318.9 153.4 -58.5 -13.7
Capital Goods 8,498 -169.7 105.3 -49.2 -261.1 -244.6
Commercial Services 8,225 118.1 119.3 103.2 -1.0 14.4
Media 8,204 86.5 8.3 10.1 941.8 752.8
Food & Staples Retailing 7.214 65.1 82.4 71.9 -21.0 -9.5
Pharma & Biotech 3,732 35.5 53.4 55.8 -33.6 -36.4
ESBZLQG' Durables & 2,905 59.9 57.0 35.6 5.1 68.0
Total 1,823,479 31,124 25,612 26,473 21.5 17.6

Source: Bloomberg, MCap and results as of September 06, 2018
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B. Saudi Arabia Key Statistics

Data 2011 2012 2013 2014 2015 2016 2017 2018E
Economic Output

Nominal GDP (USD bn) 669.5 734.0 744.3 753.8 653.2 646.4 678.5 782.4
Nominal GDP YoY (%) 27.1 9.6 1.4 1.3 -13.3 -2.1 5.0 13.9
Real GDP YoY (%) 10.0 5.4 2.7 3.6 3.4 1.2 -0.7 1.9
Budget

Revenue (SAR bn) 1117.8 12474 1156.4 1044.4 615.9 519.0 696.0 882.0
Oil Revenue (SAR bn) 1034.4 11448 1035.0 913.3 446.4 329.0 440.0 492.0
Non-oil Revenue (SAR bn) 83.4 102.6 121.3 131.0 169.5 190.0 256.0 291.0
Expenditure (SAR bn) 826.7 873.3 976.0 1109.9 978.1 830.0 926.0 1030.0
Surplus/(Deficit) (SAR bn) 291.1 374.1 180.3 -65.5 -362.2 -311.0 -230.0 -148.0
Surplus/(Deficit) (% GDP) 11.6 13.6 6.5 -2.3 -15.0 -12.8 -8.9 -5.0
Gross Public Debt (SAR bn) 135.5 83.8 60.1 443 142.3 316.5 438.0 576.0
Gross Public Debt (% GDP) 5.4 3.0 2.2 1.6 5.9 12.3 17.0 20.0
Oil statistics

Production (mbpd) 9.3 9.8 9.6 9.7 10.2 10.2 10.0 10.0
Exports (mb) 2634.6 27838 27633 26110 2614.5 2799.0 2540.4 3051.6
Domestic consumption (mb) 1321.4  1408.6 1423.8 1516.8 1586.5 1535.1 1583.2 1609.1

Trade & External sector

Exports (US$ bn) 364.7 388.4 375.9 342.4 203.6 183.6 239.8 242.2
Oil Exports (US$ bn) 317.6 337.5 321.9 284.6 152.9 136.2 136.3 147.3
Imports (US$ bn) 131.6 155.6 168.2 173.8 174.7 140.2 204.3 208.1
Trade surplus/(deficit) (US$ bn) 233.1 232.8 207.7 168.6 28.9 43.4 35.5 34.1
Current Account (US$ bn) 158.5 164.8 135.4 73.8 -56.7 -24.9 10.8 15.1
Current Account (% GDP) 23.7 22.4 18.2 9.8 -8.7 -3.9 1.5 2.0
SAMA forex reserves (US$ bn) 544.0 656.6 725.7 732.4 616.4 535.8 496.4 NA
Inflation (%) 3.7 2.9 3.5 2.7 2.2 2.1 -0.8 2.8

Demographics

Population (mn) 28.4 29.2 30.0 30.8 31.4 31.7 32.7 33.3

Saudi unemployment rate

. 12.4 12.1 11.7 11.7 11.5 12.3 12.8 12.9
(% population)

Source: SAMA, General Authority of Statistics, Reuters, IMF, MEFIC Research
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Notes
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Disclaimer

The information contained in this document is confidential and is solely for use of those persons to
whom it is addressed and may not be reproduced, further distributed to any other person or published,
in whole or in part, for any purpose.

This document is based on data sources that are publicly available and are thought to be reliable.
MEFIC Capital may not have verified all of this information with third parties. Neither MEFIC Capital nor
its advisors, directors or employees can guarantee the accuracy, reasonableness or completeness of
the information received from any sources consulted for this publication, and neither MEFIC Capital nor
its advisors, directors or employees accepts any liability whatsoever (in negligence or otherwise) for any
loss howsoever arising from any use of this document or its contents or otherwise arising in connection
with this document.

Further, this document is not an offer to buy or sell any security, commodity or currency. This document
does not provide individually tailored investment advice. It has been prepared without regard to the
individual financial circumstances and objectives of persons who receive it. The appropriateness of a
particular investment or currency will depend on an investor's individual circumstances and objectives.
The investments referred to in this document may not be suitable for all investors.

This document is not to be relied upon and should not be used in substitution for the exercise of
independent judgment.

This document may contain certain statements, estimates, and projections with respect to the
anticipated future performance of securities, commodities or currencies suggested. Such statements,
estimates, and projections are based on information that we consider reliable and may reflect various
assumptions made concerning anticipated economic developments, which have not been
independently verified and may or may not prove correct. No representation or warranty is made as to
the accuracy of such statements, estimates, and projections or as to its fitness for the purpose intended
and it should noft be relied upon as such.

Opinions expressed are our current opinions as of the date appearing on this material only and may
change without notice.

Juws &loyo
MEFIC Capital

Disclaimer: This report has been prepared and issued by MEFIC Capital a CMA, Saudi Arabia regulated
entity. This Report is infended to be circulated for general information only. The information and statistical
data herein have been obtained from sources we believe to be reliable but in no way are warranted by
us as to its accuracy or completeness. For further information, please contact at Email:
investmentresearch@mefic.com.sa




