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 Saudi policy-makers realized that the economic growth model that has been 
adopted over the past four decades is being challenged by the new realities 
of lower oil prices and the moderating global growth outlook.  

 
 Oil prices might remain lower for longer, meaning further policy reforms will 

be necessary to alleviate fiscal pressures. However, economic growth is 
expected to pick up to 2.0% over the medium-term, but still below the aver-
age growth of 4% recorded during the previous decade. 

 
 The Kingdom benefitted from higher export volumes given the deceleration 

in domestic fuel consumption due to the reduction in energy subsidies, 
which decline from an annual growth of 4.6% in 2016 to a mere 0.2% in 
2016. 

 
 Exports in Saudi Arabia are largely concentrated in four sectors: oil, gas, 

plastics, and petrochemicals. This sectoral concentration has placed the 
Kingdom at the 43rd position globally in the Economic Complexity Index in 
2015. 

 
 The Public-Private Partnership financing scheme can be utilized to benefit 

medium and small projects, which may require less capital, and less special-
ized expertise such as housing, government offices, and sport and entertain-
ment facilities.  

 
 The first nuclear power project will have a capacity of 2.5GW, and the gov-

ernment is inviting providers from countries including, South Korea, France, 
and China to participate in establishing the thermal power station.  

 
 Fiscal consolidation will provide a sustainable platform towards economic 

growth. Accordingly, the fiscal and monetary policy frameworks were up-
graded to ensure financial stability while efficiently and effectively utilizing 
the Kingdom’s resources. 

 
 The NTP and Vision are different from past endeavors being centered 

around implementation. We do believe that the long-term cost of doing noth-
ing will be far more expensive than the one associated with this new eco-
nomic model. 
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Macroeconomic Indicators 

Sources: Thomson Reuters, SAMA, General Authority for Statistics, and NCB Economics 
Note: P: Preliminary. F: Forecast  

2013 2014 2015 2016P 2017F 2018F 2019F 2020F

Real Sector

Average KSA Crude Spot Price, Arab Light, USD/BBL 106.4 97.2 50.2 40.9 50.3 50.2 50.5 51.1

Average Daily Crude Oil Production, MMBD 9.6 9.7 10.2 10.5 10.1 10.1 10.1 10.2

GDP at Current Market Prices, SAR billion 2,799.9 2,836.3 2,453.5 2,424.1 2,542.5 2,653.4 2,742.5 2,851.8

GDP at Current Market Prices, USD billion 747.6 757.4 655.1 647.3 678.9 708.5 732.3 761.5

Real GDP Growth Rate 2.7% 3.7% 4.1% 1.7% -1.2% 0.7% 1.2% 1.9%

CPI Inflation, Y/Y % Change, Average 3.5% 2.7% 2.2% 3.5% -0.2% 5.0% 2.0% 2.2%

External Sector

Current Account Balance, USD billion 135.4 73.8 -56.7 -27.6 18.9 25.9 40.0 59.8

Current Account Balance/GDP 18.1% 9.7% -8.7% -4.3% 2.8% 3.7% 5.5% 7.8%

Net Foreign Assets with SAMA, USD billion 717.7 725.2 609.7 529.3 475.8 421.6 381.7 366.6

Fiscal Sector (Central Government)

Actual Revenues, SAR billion 1,156.4 1,044.4 615.9 519.4 677.2 713.0 786.4 879.9

Actual Expenditure, SAR billion 976.0 1109.9 978.0 830.5 890.0 928.0 950.0 953.0

Expenditure Overrun, % 19.0% 29.8% 13.7% -1.1% 0.0% 0.0% 0.0% 0.0%

Overall Budget Balance, SAR billion 180.3 -65.5 -362.1 -311.1 -212.8 -215.0 -163.6 -73.1

Budget Balance/GDP 6.4% -2.3% -14.8% -12.8% -8.4% -8.1% -6.0% -2.6%

Break-Even Oil Price 82.6 100.1 82.6 61.6 69.9 69.6 66.9 60.4

Financial Sector

USD/SAR Exchange Rate 3.75 3.75 3.75 3.75 3.75 3.75 3.75 3.75

Growth in Broad Money (M3) 10.9% 11.9% 2.5% 0.8% 0.9% 1.4% 2.4% 2.8%

Growth in Credit to the Private Sector 12.1% 11.9% 9.8% 2.2% -0.8% 3.3% 5.6% 6.2%

Average 3M SAR Deposit Rate 1.0% 0.9% 0.9% 2.1% 2.0% 2.3% 3.5% 4.3%

Average 3M USD Deposit Rate 0.3% 0.2% 0.3% 0.7% 1.5% 2.5% 3.5% 4.0%

Spread, in Basis Points, SAIBOR-LIBOR 68.7 70.4 56.4 134.7 50.0 -20.0 0.0 30.0
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The cornerstone of vision 2030 is to propel the Kingdom 
to become the 15th largest economy, aspiring to leap-
frog four countries currently ahead of it in the next 13 
years. Saudi policy-makers realized that the economic 
growth model that has been adopted over the past four 
decades is being challenged by the new realities of low-
er oil prices and the moderating global growth outlook. 
Creating a different pathway for future prosperity, there-
fore, requires discovering new drivers of economic 
growth.  
 
To ensure its fiscal, as well as economic, sustainability, 
Saudi Arabia will have to go through a new transfor-
mation, which will definitely take a number of years to 
materialize. Accordingly, the Kingdom introduced the 
Fiscal Balance Program (FBP) 2020 and National Trans-
formation Plan (NTP) 2020, targeting by these dates a 
balanced budget, and more significantly, a productive 
economy that can provide jobs for its youth. 
 
In its FBP 2020 and NTP 2020, Saudi Arabia is aspiring 
for a future where its economic growth is no longer driv-
en by oil revenues, but by a new model of infrastructure 
financing based on public-private partnership, privatiza-
tion of government producing establishments, entrepre-
neurship, technology, and non-oil exports. A future her-
alded by a thriving private sector that is supported by 
accountable and transparent public institutions. A future 
where the Kingdom is steadily deepening its economic 
and political ties with counties of the world and promot-
ing cultural dialogue among nations.  
 
This new economic growth model can be explored from 
three perspectives: 

 First, the current economic position of the Kingdom 
and what are the challenges and opportunities?  

 Second, the role of private sector, including foreign 
investors, and its contribution to implementing NTP 
2020 and Vision 2030? 

 Third, the set of actions introduced to support the 
execution of the Kingdom’s NTP 2020. 

Chart 1: Saudi Real GDP 

Source: General Authority for Statistics and NCB Economics  

Introduction 

Over the past decade, Saudi Arabia has become global-
ly integrated. It joined WTO in 2005, and following the 
financial crisis in 2008, it was ranked as the 19th largest 
economy to become a member of the G20. Its ranking in 
the global competitiveness report reached 17th in 2012, 
and unfortunately, attributed to fiscal challenges due to 
falling oil prices, it declined to 29th in 2016/2017. How-
ever, since 1995, foreign direct investments have regis-
tered a cumulative USD215.9 billion until 2014. These 
flows have played a major role in driving economic 
growth over the last decade. 
 
The recent fall of oil revenues contributed to rising finan-
cial market volatility and a sharp deceleration in capital 
and trade flows. This trend has held back economic 
growth over the past two years. We expect a considera-
ble slowdown in economic performance as oil prices re-
main low, marginally contracting by 1% this year and to 
recover modestly to 0.9% in 2018. Oil prices might re-
main lower for longer, meaning further policy reforms will 
be necessary to alleviate fiscal pressures. However, 
economic growth is expected to pick up to 2.0% over the 
medium-term, but still below the average growth of 4% 
recorded during the previous decade. 

Ostensibly, greater openness will result in higher sensi-
tivity to external shocks. There are several develop-
ments that are of concern to Saudi policymakers. These 
include slower global economic growth, especially in 
Europe as well as China that is in the process of re-
balancing towards domestic growth, which will contribute 
to weaker demand for oil. But the most challenging issue 
is the resilience of shale oil production in the US despite 
lower prices as technological innovation will likely to 
bring more oil supply to the market.   

Current Economic Status 

Table 1: Saudi Arabia Fiscal Balance 

Source: Ministry of Finance and NCB Economics 

Challenges & Opportunities 

 (SAR billion) 
2016  

Actual 

2017  

Budget 

2017 

Forecast 

 Total Revenue 519  692  677  

 Oil 334  480  477  

 Non-Oil 186  212  200  

 Total Expenditure 831  890  890  

 Current 664  628  659  

 Capital 166  262  231  

 Deficit/Surplus (311) (198) (213) 
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Given these developments, and ever since the end of 
2014, oil prices have remained range-bound below the 
USD60/bbl, placing huge fiscal pressures on the King-
dom, which led to an increase in the fiscal deficit to 
17.2% of GDP in 2016. Important to note, however, that 
this double-digit deficit is magnified by the inclusion of 
expenditures related to budgets of prior years. The defi-
cit was financed by the drawdown from foreign reserves 
and local and international borrowing. Wasteful domestic 
consumption of electricity and water led the government 
to introduce energy price reforms, reducing subsidies 
which included fuel prices. In addition, expatriate levies, 
taxes on vacant lands, and value added tax (VAT), as 
outlined in the Fiscal Balance Program 2020, represent 
a fundamental shift in economic and social policies in 
the Kingdom.  
 

Despite challenging implications, energy price reforms 
have been successful as higher local energy prices, cou-
pled with lower economic growth, cause a deceleration 
in domestic fuel consumption, which declined from an 
annual growth of 4.6% in 2015 to a mere 0.2% in 2016, 
and we expect a similar trend for this year. This has ben-
efitted the Kingdom with higher export volumes than it 
would have otherwise, slightly offsetting the lower reve-
nues. Looking ahead, efficient domestic demand will 
ensure that the Kingdom can maintain its position as a 
leading energy exporter, while simultaneously progress-
ing towards fiscal sustainability and economic diversifi-
cation.   
 

Exports in Saudi Arabia are largely concentrated in four 
sectors: oil, gas, plastics, and petrochemicals. Before 
the plunge of oil prices in 2014, the oil sector accounted 
for 80% of exports, at USD261 billion, and this share 
increases to 95% when accounting for the USD48 billion 
exports in gas, plastics, and petrochemicals are added. 
This sectoral concentration has placed the Kingdom at 

the 43rd position globally in the Economic Complexity 
Index in 2015. This Index reinforces the significance of 
the steps the Kingdom is taking to improve its economic 
diversification into the production of greater complexity 
in order to sustain growth.  
 
The challenge is to identify promising sectors for diversi-
fication and the ability to attract a wide range of local 
and international investors. The Kingdom has existing 
capabilities, with many organizations currently contrib-
uting to non-oil GDP. Vision 2030 and NTP 2020 aims to 
expand and identify further opportunities through the 
addition of new know-how and capabilities.   
 
The Kingdom’s vertical diversification in the oil industry 
remains lucrative regarding high-value petrochemicals. 
Additionally, related plastics, industrial machinery, and 
specialized heavy machinery offer income gains and 
competitive advantages. These sectors require firms to 
invest significant capital in adopting new technology. It is 
recognized that the principal approach to achieve these 
productive ecosystems is through attracting foreign di-
rect investment that will underpin the drive towards ex-
port production, along with the internationalization of 
Saudi companies to contribute to economic as well as 
job creation goals.   

To deepen the role of the private sector, the Kingdom 
established the National Center for Privatization (NCP) 
and is recently seeking a consultant for technical adviso-
ry services for the Public-Private Partnership (PPP) pro-
gram for four urban rail schemes being planned in four 
cities. Despite the fact that financing large infrastructure 
schemes will entail greater budgets for private investors, 
the government opts to do so in order to utilize its funds 
for other activities where PPP projects may not be feasi-
ble. In addition, this form of financing, unlike the public 
sector procurement, transfers operating and construction 
risks towards the private sector. Accordingly, due to fall-

Chart 2: Revenue Mix oil/non-oil 

Source: Ministry of Finance and NCB Economics 

Private Sector Role 

Governance Framework 

Chart 3: Foreign Direct Investment Inflows 

Source: UNCTAD and NTP 2020 
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ing revenues, the Kingdom as part of its NTP 2020, is 
implementing a huge program of PPPs and privatization 
that aims to bring about economic structural change. At 
one end of the scale, there are big-ticket PPP infrastruc-
ture projects, which include power plants, airports, sea-
ports, roads, water treatment plants, schools, and hospi-
tals. The PPP financing scheme can be utilized to bene-
fit medium and small projects, which may require less 
capital, and less specialized expertise such as housing, 
government offices, and sport and entertainment facili-
ties.  
 
Following its successful USD1.2 billion PPP deal with 
the Turkish-Saudi joint-venture to build the airport in Me-
dina, the General Authority of Civil Aviation (GACA) has 
recently awarded three airport PPP projects deals to a 
collaboration between Turkey’s TAV airport with local 
partners. A fourth contract for Taif International Airport 
was awarded to a consortium, comprising of a local 
company, Munich Airport, and Lebanon’s Consolidated 
Contractors Company. It is apparent that foreign inves-
tors are seizing such PPP type investment opportunities 
and we expect the government to continue awarding 
further projects given the successful experiments.    

 
Those signed deals have been based on regulatory ar-
rangements, with the assistance of international law 
firms, but the NCP is currently preparing to establish a  
PPP law, which once passed will garner greater confi-
dence in the upcoming complex PPP deals. It is worth 
noting that foreign investors in the PPP projects are al-
ready benefiting from funding provided by local banks. It 
is estimated that there are USD42 billion worth of PPP 
projects planned or underway in the Kingdom, which 
represents great opportunities for foreign investors. Fur-
thermore, there are additional opportunities in planned 
nuclear power projects as an alternative energy source. 
The first nuclear power project will have a capacity of 
2.5GW, and the government is inviting providers from 
countries including, South Korea, France, and China to 
participate in establishing the thermal power station.  

The macroeconomic framework and business environ-
ment remain critical factors for privatization initiatives 
and PPP opportunities to succeed. Towards that goal, 
necessary actions in two key areas have already been 
introduced. 
 
Firstly, the Kingdom has taken important steps to deal 
with the impact of external shocks. While most oil pro-
ducers have allowed the value of their currencies to ad-
just, ultimately hurting foreign investors, the Kingdom’s 
net foreign assets, which stood at a record USD738 bil-
lion in August 2014, allowed SAMA to defend the Saudi 
Riyal exchange rate against any speculation. Fiscal con-
solidation will provide a sustainable platform towards 
economic growth. Accordingly, the fiscal and monetary 
policy frameworks were upgraded to ensure financial 
stability while efficiently and effectively utilizing the King-
dom’s resources. The government adopted a two-
pronged strategy to finance the fiscal deficit through 
drawdowns of foreign reserves and tapping Saudi’s unu-
tilized debt capacity and maintaining an optimal level of 
liquidity to finance the private sector. 
 
Secondly, an important element for a successful fiscal 
policy and monetary management revolves around 
sound and independent institutions. The noticeable pro-
gress in transparency and accountability will contribute 
towards improving the level of competitiveness, as has 
been witnessed with the releasing of quarterly and more 
detailed budget reports since the beginning of 2017. 
There are already tremendous efforts to adopt good gov-
ernance and best practices to public institutions through 
determined action. Moreover, to ensure the delivery of 
Vision 2030’s strategic objectives, the Kingdom has al-
ready established the National Center for Performance 
Management in order to support and monitor policy im-
plementation.  
 
To conclude, a new era of fiscal consolidation and ad-
justment had commenced since 2015 to avoid a repeat 
of the 1980s and 1990s. Commodities’ cyclicality, entitle-
ments and “subsidies for all” are longstanding issues 
that continue to impact resource-based as well as devel-
oped economies, and the Kingdom is no different. The 
answer to the critical question of how are the NTP and 
the Vision any different from the previous ten five-year 
plans, centers around implementation with the new eco-
nomic regime adopting new laws, greater market access 
to foreign investors, streamlining expenses and raising 
revenues. There is no denial that transition comes at a 
price, a’ la China, whereby the economy will have to 
sacrifice short-term growth in order to attain a more sus-
tainable and balanced growth trajectory. Yet, we do be-
lieve that the long-term cost of doing nothing will be far 
more expensive than the one associated with this new 
economic model. 

Chart 4: Current PPP Projects Underway 

Source: MEED Projects and NCB Economics 

NTP 2020 Implementation 
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