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KSA Economy: Inflation falls to 1.5%

In December 2023, the inflation rate in Saudi Arabia decelerated to 1.5 percent, down from 1.7
percent the previous month. The latest report from the General Authority for Statistics attributes
this month-on-month decline to a 0.3 percent reduction in the prices of food and beverages.
Furthermore, Saudi Arabia's fourth-quarter GDP experienced a decline of 3.7%, primarily due to
a significant 16.4% decrease in oil activities. In contrast, non-oil and government activities
exhibited growth, with increases of 4.3% and 3.1% year-on-year, respectively. Additionally, the
Average Brent crude oil price rose to 79.1 ($/bbl)) in January, rising from 77.3 in December.

More details:

Consumer Price Index (CPI): CPI increased by 1.50% y-0-y in December (+1.70% y-0-y in
November). The y-o-y rise of the CPI resulted mainly from Housing, Water, Electricity, and Gas
(+7.50% y-0-y). (Figures 12 & 13)

Wholesale Price Index (WPI): WPI increased by 3.00% y-o0-y in December (2.37% y-0-y in
November), Due to a rise in ‘Other transportable goods, except metal products, machinery, and
equipment transportable goods (6.13%). (Figures 14 & 15)

Index of Industrial Production (lIP): IIP decreased (-11.19% y-o0-y) in November, mainly due to
a decline in the Mining and quarrying sectors’ activity (-15.80% y-o0-y). (Figures 6 & 7)

International trade: Non-oil exports in October decreased -13.90% y-o-y, compared to the
decrease of -17.20% y-o-y in September. The shipment decline was driven by ‘Products of the
chemical or allied industries’ (-31.90% y-o-y). (Figures 18 & 19)

Saudi Central Bank’s foreign reserves: On an annual basis, fell 5.00% in December compared
to a similar decline in November, to SAR 1,638bn. (Figures 8 & 9).

Figure 1 Economic Performance Snapshot
Period: Oct-23 Latest Sept Aug
Non-oil export growth (y-o-y %) -13.90% -17.20% -8.60%
Period: Nov-23 Latest Oct Sept
IIP (y-o-y %) -11.19% -12.30% -11.19%
Period: Dec-23 Latest Nov Oct
CPI(y-o-y %) 1.50% 1.70% 1.62%
Wholesale Price Index (y-o-y %) 3.00% 2.37% 1.00%
Saudi crude oil production (mbpd) 9.00 9.00 9.01
FX Reserves (SAR bn) 1,638 1,642 1,597
Remittances (SAR bn) 5.75 5.03 5.54
Period: Jan-24 Latest Dec Nov
Average Brent crude oil price ($/bbl) 79.14 77.32 81.48
Period: Q4 Latest Q32023 Q22023
GDP growth (%) 3.70% -4.40% 1.20%
Period: Q3 Latest Q22023 Q12023
Real Estate Price Index (y-o-y %) 0.68% 0.78% 1.03%
Unemployment rate (%) 8.60% 8.30% 8.50%
Period: Q2 Latest Q12023 Q42022
Government budget surplus/(deficit)(SARbn) -5.26 -2.91 -45.68

Source: SAMA, GASTAT, Bloomberg, Al Rajhi Capital.
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25.0%

Real GDP growth rate (%)

15.0%

5.0%

-5.0%

-15.0%

-25.0%

Q12020
Q22020
Q32020
Q42020
Q12021
Q22021
Q32021
Q42021
Q12022
Q22022
Q32022
Q42022
Q12023
Q22023
Q32023

= Oil activities mmmm Non-oil activities === Government activities Real GDP

Source: GASTAT, Al Rajhi Capital (Base year 2018)

Figure 4 Unemployment rate (%)
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Source: GASTAT, Al Rajhi Capital (Base year 2018)
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Figure 3 Government budget performance (SARbn)
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Figure 5 Average monthly wages in the Kingdom (SAR)
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Figure 7 IIP sector trend
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Figure 8 Reserve assets
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Figure 12 Inflation trend (y-o0-y%)
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Figure 9 Major components of foreign assets
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Figure 11 Real Estate Price Index
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Figure 13 Inflation Segments
Change (y-o-
Weights  Dec-23  Dec-22 y)

General Index 100.0% 110.15 108.53 1.5%
Food & Beverages 18.8% 124.21 122.74 1.2%
Tobacco 0.6% 115.12 114.86 0.2%
Clothing & Footwear 4.2% 97.09 101.39 -4.2%
Housing, Water, Electricity and Gas 25.5% 100.91 93.89 7.5%
Furnishings and Household Equipment  6.7% 105.35 108.79 -3.2%
Health 1.4% 103.52 103.92 -0.4%
Transport 13.1% 117.61 119.19 -1.3%
Communication 5.6% 109.21 112.2 -2.7%
Recreation & Culture 3.1% 106.74 105.73 1.0%
Education 2.9% 103.44 102.62 0.8%
Restaurants and Hotels 5.6% 124.64 121.61 2.5%
Miscellaneous Goods & Services 12.6% 106.89 107.42 -0.5%

Source: GASTAT, Al Rajhi Capital

Disclosures: Please refer to the important disclosures at the back of this report.
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Figure 14 Wholesale price index (WPI) Figure 15 Segment-wise WPI growth trend (y-0-y%)
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Figure 16 Oil price movement Figure 17 Saudi crude oil production
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Figure 19 Non-oil Export trend (% growth)
Figure 18 Non-oil Exports
YoY
Commodities (SARmn) ~ Oct-22 Sep-23  Oct-23 % y-0-y % m-0-m 50.0%
Plastics & Rubbers 6,472 5,604 6,021  -7.0% 7.4% 20.0%
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Figure 20 Saudi Bond Yields
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Source: Bloomberg, Al Rajhi Capital (Note: Tickers are 10 Year International Bond (QZ9368197
corp) and 30 Year International Bond (QZ9368221 corp)).
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IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by Al Rajhi Capital (Al Rajhi), a company authorized to engage in securities activities in Saudi Arabia. Al Rajhi is not a
registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research reports and the
independence of research analysts. This research report is provided for distribution to “major U.S. institutional investors” in reliance on the exemption

from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”).

Under no circumstances should any recipient of this research report effect any transaction to buy or sell securities or related financial instruments
through Al Rajhi.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry Regulatory
Authority (“FINRA”) and, therefore, may not be subject to applicable restrictions under FINRA Rules on communications with a subject company, public

appearances and trading securities held by a research analyst account.
Additional Disclosures

This research report is for distribution only under such circumstances as may be permitted by applicable law. This research report has no regard to the
specific investment objectives, financial situation or particular needs of any specific recipient, even if sent only to a single recipient. This research
report is not guaranteed to be a complete statement or summary of any securities, markets, reports or developments referred to in this research
report. Neither Al Rajhi nor any of its directors, officers, employees or agents shall have any liability, however arising, for any error, inaccuracy or
incompleteness of fact or opinion in this research report or lack of care in this research report’s preparation or publication, or any losses or damages

which may arise from the use of this research report.

Al Rajhi may rely on information barriers, such as “Chinese Walls” to control the flow of information within the areas, units, divisions, groups, or
affiliates of Al Rajhi.

Investing in any non-U.S. securities or related financial instruments (including ADRs) discussed in this research report may present certain risks. The
securities of non-U.S. issuers may not be registered with, or be subject to the regulations of, the U.S. Securities and Exchange Commission.
Information on such non-U.S. securities or related financial instruments may be limited. Foreign companies may not be subject to audit and reporting

standards and regulatory requirements comparable to those in effect within the United States.

The value of any investment or income from any securities or related financial instruments discussed in this research report denominated in a currency
other than U.S. dollars is subject to exchange rate fluctuations that may have a positive or adverse effect on the value of or income from such

securities or related financial instruments.

Past performance is not necessarily a guide to future performance and no representation or warranty, express or implied, is made by Al Rajhi with
respect to future performance. Income from investments may fluctuate. The price or value of the investments to which this research report relates,
either directly or indirectly, may fall or rise against the interest of investors. Any recommendation or opinion contained in this research report may
become outdated as a consequence of changes in the environment in which the issuer of the securities under analysis operates, in addition to changes

in the estimates and forecasts, assumptions and valuation methodology used herein.

No part of the content of this research report may be copied, forwarded or duplicated in any form or by any means without the prior consent of Al
Rajhi and Al Rajhi accepts no liability whatsoever for the actions of third parties in this respect. This research document has been prepared by Al Rajhi
Capital Company (“Al Rajhi Capital”) of Riyadh, Saudi Arabia. It has been prepared for the general use of Al Rajhi Capital’s clients and may not be
redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of Al Rajhi Capital. Receipt
and review of this research document constitute your agreement not to redistribute, retransmit, or disclose to others the contents, opinions,
conclusion, or information contained in this document prior to public disclosure of such information by Al Rajhi Capital. The information contained was
obtained from various public sources believed to be reliable but we do not guarantee its accuracy. Al Rajhi Capital makes no representations or
warranties (express or implied) regarding the data and information provided and Al Rajhi Capital does not represent that the information content of
this document is complete, or free from any error, not misleading, or fit for any particular purpose. This research document provides general
information only. Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities
or other investment products related to such securities or investments. It is not intended to provide personal investment advice and it does not take

into account the specific investment objectives, financial situation and the particular needs of any specific person who may receive this document.

Investors should seek financial, legal or tax advice regarding the appropriateness of investing in any securities, other investment or investment
strategies discussed or recommended in this document and should understand that statements regarding future prospects may not be realized.
Investors should note that income from such securities or other investments, if any, may fluctuate and that the price or value of such securities and
investments may rise or fall. Fluctuations in exchange rates could have adverse effects on the value of or price of, or income derived from, certain
investments. Accordingly, investors may receive back less than originally invested. Al Rajhi Capital or its officers or one or more of its affiliates
(including research analysts) may have a financial interest in securities of the issuer(s) or related investments, including long or short positions in
securities, warrants, futures, options, derivatives, or other financial instruments. Al Rajhi Capital or its affiliates may from time to time perform
investment banking or other services for, solicit investment banking or other business from, any company mentioned in this research document. Al
Rajhi Capital, together with its affiliates and employees, shall not be liable for any direct, indirect or consequential loss or damages that may arise,

directly or indirectly, from any use of the information contained in this research document.

This research document and any recommendations contained are subject to change without prior notice. Al Rajhi Capital assumes no responsibility to
update the information in this research document. Neither the whole nor any part of this research document may be altered, duplicated, transmitted
or distributed in any form or by any means. This research document is not directed to, or intended for distribution to or use by, any person or entity
who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use
would be contrary to law or which would subject Al Rajhi Capital or any of its affiliates to any registration or licensing requirement within such

jurisdiction.

Disclosures: Please refer to the important disclosures at the back of this report.
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Disclaimer and additional disclosures for Equity Research
Disclaimer

This research document has been prepared by Al Rajhi Capital Company (“Al Rajhi Capital”) of Riyadh, Saudi Arabia. It has been prepared for the
general use of Al Rajhi Capital’s clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without
the express written consent of Al Rajhi Capital. Receipt and review of this research document constitute your agreement not to redistribute,
retransmit, or disclose to others the contents, opinions, conclusion, or information contained in this document prior to public disclosure of such
information by Al Rajhi Capital. The information contained was obtained from various public sources believed to be reliable but we do not guarantee
its accuracy. Al Rajhi Capital makes no representations or warranties (express or implied) regarding the data and information provided and Al Rajhi
Capital does not represent that the information content of this document is complete, or free from any error, not misleading, or fit for any particular
purpose. This research document provides general information only. Neither the information nor any opinion expressed constitutes an offer or an
invitation to make an offer, to buy or sell any securities or other investment products related to such securities or investments. It is not intended to
provide personal investment advice and it does not take into account the specific investment objectives, financial situation and the particular needs of

any specific person who may receive this document.

Investors should seek financial, legal or tax advice regarding the appropriateness of investing in any securities, other investment or investment
strategies discussed or recommended in this document and should understand that statements regarding future prospects may not be realized.
Investors should note that income from such securities or other investments, if any, may fluctuate and that the price or value of such securities and
investments may rise or fall. Fluctuations in exchange rates could have adverse effects on the value of or price of, or income derived from, certain
investments. Accordingly, investors may receive back less than originally invested. Al Rajhi Capital or its officers or one or more of its affiliates
(including research analysts) may have a financial interest in securities of the issuer(s) or related investments, including long or short positions in
securities, warrants, futures, options, derivatives, or other financial instruments. Al Rajhi Capital or its affiliates may from time to time perform
investment banking or other services for, solicit investment banking or other business from, any company mentioned in this research document. Al
Rajhi Capital, together with its affiliates and employees, shall not be liable for any direct, indirect or consequential loss or damages that may arise,

directly or indirectly, from any use of the information contained in this research document.

This research document and any recommendations contained are subject to change without prior notice. Al Rajhi Capital assumes no responsibility to
update the information in this research document. Neither the whole nor any part of this research document may be altered, duplicated, transmitted
or distributed in any form or by any means. This research document is not directed to, or intended for distribution to or use by, any person or entity
who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use
would be contrary to law or which would subject Al Rajhi Capital or any of its affiliates to any registration or licensing requirement within such

jurisdiction.

Explanation of Al Rajhi Capital’s rating system
Al Rajhi Capital uses a three-tier rating system based on absolute upside or downside potential for all stocks under its coverage except financial stocks

and those few other companies not compliant with Islamic Shariah law:

"Overweight": Our target price is more than 10% above the current share price, and we expect the share price to reach the target on a 12 month time

horizon.

"Neutral": We expect the share price to settle at a level between 10% below the current share price and 10% above the current share price on a 12

month time horizon.

"Underweight": Our target price is more than 10% below the current share price, and we expect the share price to reach the target on a 12 month time

horizon.

"Target price": We estimate target value per share for every stock we cover. This is normally based on widely accepted methods appropriate to the

stock or sector under consideration, e.g. DCF (discounted cash flow) or SoTP (sum of the parts) analysis.

Please note that the achievement of any price target may be impeded by general market and economic trends and other external factors, or if a

company’s profits or operating performance exceed or fall short of our expectations.

Contact us

Mazen AlSudairi, CFA, CMT

Head of Research

Tel : +966 11 836 5468

Email: alsudairim@alrajhi-capital.com

Al Rajhi Capital

Research Department

Head Office, King Fahad Road

P.O. Box 5561, Riyadh 11432

Kingdom of Saudi Arabia

Email: research@alrajhi-capital.com

Al Rajhi Capital is licensed by the Saudi Arabian Capital Market Authority, License No. 07068/37

Disclosures: Please refer to the important disclosures at the back of this report.
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