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The Saudi Ministry of Finance announced 
the Kingdom’s 2020 Budget on the 9th of 

December 2019. This report is a continuation of 
Strategic Gears’s commitment to highlight key 
insights from the Saudi budget announcements. 
In this report, we will highlight important figures 
for 2019 and 2018, compare the new forecasts 
with the previous ones, consolidate the key 
accomplishments of governmental bodies, and 
dive into some of the highest potential policy 
changes and their implications on the Saudi 
financial outlook. Additionally, we will also 
focus on some of the biggest transformational 
initiatives that were implemented this year, 
and the potential impact they will have in the 
coming future. 

The annual figures show that while the economic 
outlook is negatively affected by global trade 
disputes and declining oil prices, the latter due 
to the Kingdom’s agreement with OPEC+ to 
cut production, the strengthening non-oil GDP 
has made the Saudi economy more resilient. 
Revenue and expenditure estimates for 2020, 
2021 and, 2022 have been revised downwards 
significantly, although debt is still forecasted 
to remain under the 30% of GDP threshold set 
previously.  

Meanwhile, the Kingdom remains committed 
to funding large scale transformative projects  
with the Vision Realisation Programs (VRPs), 
mega projects such as Neom, and revenue 
diversification initiatives such as with the 
launch of the Tourism Visa and the Premium 
Residency Program. Private sector growth is 
also a noteworthy achievement driven by the 
private sector stimulus packages, and other 
initiatives promoting private sector investment 
levels and reducing the need for government 
intervention in some infrastructure projects. 
The launch of the new government tender and 
procurement law and Etimad Platformm also 
plan to improve, optimise, and control spending 
in the short and medium term. 

Overall, while the Kingdom’s economy is still 
susceptible to fluctuations in oil prices, the 
extensive large range of reforms of the Vision 
are already in place and are slowly weaning 
the Kingdom’s economy off of oil – while their 
effectiveness is shrouded at the moment, it 
will become clearer as we move closer to 2030. 

Introduction
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Executive Summary

The decline in oil revenues, caused by price & production drops had significant 
impact on the Kingdom’s overall revenues for 2019. At the same time, the 
actual expenditures by the government were also reduced, mainly driven 
by increased spending efficiency from the top-down. As a result, the deficit 
remains the same as what was forecasted.

Concurrently, the change in oil price forecasts has also prompted the 
government to revise figures downwards for 2020. The budgeted revenue 
for 2020 has been revised down by 17.1% from what was estimated in 2019. 
Similarly, the budgeted expenditure for 2020 has also been revised down 
mainly to be achieved by improving operational expenditure with the new 
government tender and procurement law and marginal "belt-tightening".

Source: Ministry of Finance - KSA

Source: Ministry of Finance - KSA
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Source:  2020 .1 Ministry of Finance’s Budget Report and Conference 2. Ministries’ Official Social Media accounts 3. Ministries’ Official Annual Reports

The Kingdom’s fiscal and economic focus-on areas in 
the medium-term are summarised in the table below 
and will be further explained in the next sections: 

• Promote tourism

• Launch of the Premium Residency program

• Improve tax collection

• The Aramco IPO

• Citizen accounts program, cost of 
living allowances

• Saudization, increased women 
employment

• The Government Tender and 
Procurement Law (GTPL)

• Private sector contribution – water 
sanitation and energy sectors – reduces 
need to invest

• Neom, Qiddiya, Red sea project Tourism development fund, New 
Culture and Entertainment fund

Fiscal

Economic

Diversify sources of revenue

Promote employment

Maximise efficiency

Reduce economic strain

Promote local and foreign Investment

As evident in 2019, the Kingdom is still dependent on Oil revenues, but the large 
scale transformative projects of the Vision 2030 are pro-actively working towards 
improving the status quo.

Executive Summary
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Source:  2020  .1 Ministry of Finance’s Budget Report and Conference 2. Ministries’ Official Social Media 
accounts 3. Ministries’ Official Annual Reports

The 2020 Budget focuses on financing initiatives and programs contributing to stipulated 
VISION 2030 targets. In this section, we summarise the biggest achievements of the most 
prominent ministries in 2019 and outlines their expectations in 2020.

• Restoring (583) school buildings, and supporting the implementation 
of (171) new educational projects in several regions and governorates

• Launching  32 science, technology, engineering and mathematics 
development centers in 32 schools in all regions of the Kingdom

• Execution of 54 initiatives which includes: (establishment of the 
National Institute for Professional and Educational Development, 
Curriculum Development, inclusion of Chinese language)

• The launch of the «Safir 2» program for scholarships

• Launching the electronic platform for leadership training and guidance 
for women’s cadres

• Providing loans and training programs to social security beneficiaries, 
as well as assisting more than 22,000 beneficiaries in obtaining 
employment opportunities

• Opening of 5 social caring homes for orphans with special circumstances

• 1,237 employees benefited from “Qurra” program to provide childcare 
services for working women

• Contributed to increasing the number of non-profit organizations, with 
2,843 NGOs being set-up in 2019. 

• Ongoing construction of buildings for approximately 653 projects, in 
addition to the restoration of 184 schools. 

• Reaching 300,000 volunteers in efforts to develop the volunteer sector

• Achieving full automation of all Ministry services during the year 2020

Achieved (2019)

Achieved (2019)

Expected (2020)

Expected (2020)

Achievements & Expectations (1/5)
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Achievements & Expectations (2/5)

• Increasing the number of small and medium enterprises to 551,000, 
with a growth rate of 13.7%, and the number of large companies to 
3,200. 

• Reinforcement of the (Kafalah) program, with a size of SAR 1.6 billion, 
and a financing size of SAR 7 billion. 

• The launch of the franchise system and business center, which 
contributes to helping enterprises expand their business. 

• 275,000 new jobs were created in various areas of communication 
sector. 

• Raising the nationalization rate in the sector to 44% and increased 
female employment by 15%. 

• Global progress to the 16th position in the quality of telecommunications 
and information technology services. 

• The launch of the fifth-generation network, which is the third in the 
world in quality. 

• Work to support small and medium enterprises and enhance their role 
in developing the economy. 

• Increase commercial financing for small and medium enterprises and 
reach them for what the Kingdom’s vision aims. 

• Support all entities with the latest advances in data science and artificial 
intelligence to improve performance, specially in roads, transportation 
and industry management. 

Achieved (2019)

Achieved (2019)

Expected (2020)

Expected (2020)

Source:  2020 .1 Ministry of Finance’s Budget Report and Conference 2. Ministries’ Official Social Media accounts 3. Ministries’ Official Annual Reports
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Achievements & Expectations (3/5)

• Signing about 84,000 financial support contracts for beneficiaries of the 
Real Estate Development Fund and the Ministry of Housing. 

• Starting construction of 96,000 housing «units on the map» sale system.

• The launch of the “Bunat Almasaken” platform to improve the experience 
of beneficiaries in the home construction process – from start to end.

• Launching Estidama platform, through which a set of mechanisms will 
be implemented to drive the quality of construction work.

• Launching a platform for housing to support the provision of housing 
units and the payment of rents for needy families.

• Target 360,000 families for real estate financing and home ownership.

• Reach 204,000 real estate funding contracts.

Achieved (2019)

Expected (2020)

Source:  2020 .1 Ministry of Finance’s Budget Report and Conference 2. Ministries’ Official Social Media accounts 3. Ministries’ Official Annual Reports
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Achievements & Expectations (4/5)

• The Ministry of Health established 4 centers for cardiac catheterization 
services, 7 oncology centers, 3 obesity centers and 5 centers for 
developmental and behavior disorders. 

• Launching 4 surgical robot devices, mostly for general surgery and 
urology. 

• Establishing and operating portable clinics, including 10 vehicles, to 
provide primary health care services to previously uncovered areas , 
increasing the coverage rate to 84%. 

• The launch of 200 portable dental clinics distributed across the regions 
of the Kingdom, in cooperation with the Ministry of Education. The 
number of beneficiaries is estimated at more than 150,000 students 
during the academic year. 

• Operating 65 new ambulances. 

• Launch the modern healthcare model program to improve health care 
services through six care systems. 

• Implementing “Wasfiti” system in 600 health centers in order to raise 
the level of health services and ensure the provision of medicines. 

• Opening of 10 new hospitals in the coming year. 

• Raise the participation of the artificial intelligence in the health sector.

• Banning the use of hydrogenated oils in the food and foodstuffs 
industry. 

• Kick-off the implementation of the unified health file, which aims to 
facilitate the process of linking hospitals and health centers to each 
other and preserves the patient's health history. 

Achieved (2019)

Expected (2020)

Source:  2020 .1 Ministry of Finance’s Budget Report and Conference 2. Ministries’ Official Social Media accounts 3. Ministries’ Official Annual Reports
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Achievements & Expectations (5/5)

• Approving the capital increase of the Industrial Development Fund to 
SAR 105 billions 

• Reducing the impact of the expat levy on businesses in the sector, 
with the government bearing the cost for five years

• Launching of the Taedeen platform to serve investors in the mining 
sector and providing 22 services

• Establishing the customer service center inside the government 
departments complex

• The first version of an online platform was launched as part of an 
initiative to create an advanced database to improve access to 
information.

• Achieving SAR 5 billion in industrial exports

• Fixing the current state of the industrial infrastructure

• Creating catalysts for industrial activity

• Launch of the Mineral Geological Survey initiative

Achieved (2019)

Expected (2020)

Source:  2020 .1 Ministry of Finance’s Budget Report and Conference 2. Ministries’ Official Social Media accounts 3. Ministries’ Official Annual Reports
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Initiative in focus

Activating Tourism

Tourism has been one of the fastest growing sectors in 2019; in-line with its position as one of the 
largest focal points of the kingdoms’ drive to diversify the economy. Tourism has the potential, 
when realised, to promote economic growth, contribute to increased investment, and generate 
employment opportunities. To facilitate this, numerous large-scale initiatives have begun or are in 
the pipeline and they include: 

Mega development projects: Announced over the past couple of years, multiple mega projects to 
facilitate multiple goals, including tourism. The most ambitious of which is Neom, a new futuristic 
city planned in the Tabuk region, and among its aims are to attract investments in real estate as 
well as to attract tourism and retain the best talent. Furthermore, the Red Sea project aims to 
harness the beauty and significance of Saudi Arabia’s west coast to position Saudi Arabia as a 
premier tourism destination whilst sustainably developing  a beautiful region. This also contributes 
in increasing and redirecting Saudi tourism spending internally. Finally, the development of the 
largest entertainment and sports city in the world (Qiddiya) will also help redirect SAR 30 Bn a 
year that is currently spent abroad by Saudi tourists.
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Quality of life Programs: Saudi Commission of Tourism and Heritage, General Entertainment 
Authority (GEA), the General Sport Authority (GSA) and the ministry of culture strive to create 
touristic and entertainment activities for both citizens and residents of Saudi Arabia to elevate 
their participation in cultural, environment, and sports activities. This includes 11 Saudi seasons 
spread all over the Kingdom in addition to different events such as the Saudi Design week, and 
the establishment  of The Custodian of the Two Holy Mosques program for cultural heritage. All 
these initiatives boost individuals’ quality of life, contribute towards diversifying the economy 
and bolster private consumption.

While most of the initiatives have started already, their full results will be apparent in the years 
to come as they mature.

Tourism Visa : Saudi Commission for Tourism and National Heritage launched the Tourism visa that 
opens doors for international tourists to visit Saudi Arabia and experience the Saudi culture. From 
the time of revealing the Tourism Visa until the announcement of 2020 budget, approximately 
190,000 visas were issued , as announced in the budget announcement forum. Additionally, Saudi 
Arabia hopes to welcome 1-2 millions tourists in 2020 and 100M tourists by 2030, and to be among 
the world’s top 5 tourism destinations. 

Expected tourism spend 
in the Kingdom in 2020

Strategic Gears preliminary estimates

SAR 6 - 12 BN

Initiative in focus

Activating Tourism
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Budget Overview

With the fluctuations in oil prices, in 2019, 
revenues suffered slightly, but are still 
expected to be higher than 2018’s. The revenue 
diversification initiatives of the VISION 2030 
softened the drop of the prices however, 
which was showcased in the  strong non-oil 
revenue figures. 

The government is keeping up the momentum 
on revenue diversification efforts with major 
developments in areas such as entertainment, 
tourism, foreign investment and privatization. 
In addition to financing mega projects, such 
as Neom, the government is also optimising 
operational expenditure with the Center of 
spending efficiency and its new tender and 
procurement law. The deficit, in the medium 
term, remains manageable with adequate 
government reserves and below-average 
government debt levels.

Expenditure breakdown by sector

• The top 3  priorities for the 
budget remain consistent over 
the previous years, i.e Education, 
Military, and Health and Social 
Development.

• All but one sector have received 
budget cuts in 2020. 

• The largest cuts are seen in 
Infrastructure and Transport, 
Municipality services and Military 
sectors.

• The only Year-on-Year increase has 
occurred in General budget items, 
which include the government’s 
contribution to the PPA and GOSI 
among other expenses.

Table 1  | 

Source: Ministry of Finance – KSA | All figures are in SAR Billion

Saudi Revenue and Expenditure figures
While the deficit remained as budgeted in 2019, 
it will increase in 2020

Chart 1  | 
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Initiative in focus
The Saudi Premium Residency Program
Launched in May 2019, the Saudi premium residency program (Green Card) gives expats the 
right to reside in the Kingdom permanently and grants them many benefits that they didn’t 
have access to previously. The program stemmed from the mandate of the VISION 2030, which 
aspires to provide better living conditions and opportunities for expats in the Kingdom and 
boost the Saudi economy, helping accomplish multiple of the Vision’s goals under its three 
themes: A Vibrant Society, A Thriving Economy, and An Ambitious Nation.

Aims of the Premium residency Program:

• Attract Highly Qualified Expats: The program will further enhance the Saudi market to 
attract skilled foreigners which will boost the local economy. 

• Increase spending power: The new system will create a more conducive atmosphere for 
expatriates and their families in the Kingdom as well as Increase liquidity and purchasing 
power of consumers.

• Improve business landscape: The new residency system is expected to attract highly 
skilled workers and entrepreneurs to the Kingdom, which will help develop the country's 
small and medium enterprises, raising their contribution to the GDP.

• Increase non-oil Revenues: As the Premium Residency Center starts to receive applications, 
the fees that will be paid will contribute to increasing the non-oil revenues of the country.  

• Enhance trade and investment: As the international social and business network grows 
and strengthens, it will improve international trade.

• Real estate market demand boost: Inflow of expats into the country and the potential for 
them to invest will support the improvement of the real estate sector. 

• Reduce Remittances: The system will also prevent the flight of capital abroad as expatriates 
will have the freedom and protection to pump their savings back into the Saudi economy.

The Saudi premium residency program aims to elevate the economic performance 
of the Kingdom and increase its regional and international competitiveness by 
polarizing the talented foreign groups to invest inward. As a result, this will generate 
job chances for Saudi citizens as well as reduce the dependency on oil revenues.

Budget Overview
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Oil Revenues

While the total revenues for the Kingdom 
increased considerably year-on-year for the 
past 3 years, the decline in oil prices in 2019 has 
broken that momentum. Total revenues are still 
marginally higher in 2019 compared to last year, 
mainly due to the strengthening of the non-oil 
segment. Oil Revenues are expected to decline 
further in 2020, partially due to Saudi Arabia’s 
decision to cut oil production as part of OPEC+ 
agreements, which in turn was led by declining 
oil prices.

However, strong growth of the non-oil revenues, 
led by increasing diversification, shows promising 
growth in-line with – and even surpassing -  
expectations. Unlike the oil price collapse in 2015, 
non-oil revenues helped soften some of the oil 
price fluctuations.

With a largely oil-dependent economy, such 
turbulence is expected. However, with large-scale 
diversification strategies already in-progress, the 
Kingdom is slowly weaning itself off of oil.

Revenue Breakdown (% total of Revenues)
While oil revenues are decreasing, non-oil 
revenues are strengthening as expected.

Chart 2  | 

Oil prices declined in 2019 and are expected to further decrease in 2020 – this has resulted in reduced revenue forecasts 
for the Kingdom.

Oil Prices – Brent Crude ($/bbl)Chart 3  | 

Fiscal Outlook

Source: Ministry of Finance – KSA | E=Expected, B=Budgeted, A=Actual
Total Expenditures are in SAR Billion

Source: US Energy  Information Administration (EIA) 

2015 A

2016 A

2017 A

2018 A

2019 E

2020 B
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The revenues diversification strategies of the Kingdom implemented in the past years have 
strengthened non-oil revenues, led by initiatives such as the VAT and the expat levy. Non-oil 
revenues have almost doubled in the past 4 years and it is expected that they will continue 
increasing over the next couple of years through multiple on-going and planned initiatives. 

Diving deeper into the non-oil revenues shows that Taxes on Income and Capital and Taxes on Trade 
and Transactions have remained more or less stable. Other taxes (Including Zakat) segment show 
strong year-on-year growth but still make only 8%  of the total non-oil revenues.

The strongest growth is seen in the Taxes on Goods and Services segment, with a whopping 
850% increase since 2015, and now contribute to 44%  of total non-oil revenues. We believe these 
to be primarily driven by two initiatives: 

Non-Oil Revenues
Fiscal Outlook

1- Value Added Tax( VAT ):

Implemented in 2018, the VAT generated SAR 
60 billion during that year. In 2019, the minimum  
revenue threshold for businesses to register 
for the VAT has decreased, which will result 
in a strong year-on-year growth. The VAT also 
had an indirect effect on other tax revenue 
streams due to improved data collection and 
enforcement – increase in Zakat revenues by 
31% in 2018 may be attributed to this.

2- Excise Tax:

The Kingdom of Saudi Arabia started a tax on 
harmful substances, environmental pollutants  
and luxury goods. The initial tax on tobacco, 
and energy and sugary drinks is estimated 
to have generated SAR 12.4 Billion in 2018. A 
further increase was issued in 2019 and will 
increase the tax stream more . 

While Other Non-Oil/Non-Tax Revenue sources are not clearly defined, a significant part of these could 
be the Expat levy:

Levy on Expatriate Workers and their Dependents: 
In 2019,  the expat levy was SAR 600 and SAR 300 per month for working expats and their dependents, 
respectively. These numbers are due to increase by SAR 200 and SAR 100 respectively in 2020. In 2018, these 
fees amounted to a total of SAR 29 Billion, and will show large growths in 2019 and 2020, before normalizing.

Source: Ministry of Finance, International Monetary Fund, Strategic Gears Analysis
Total Revenue are in SAR Billion, E=Expected, B=Budgeted, A=Actual

Non-Oil Revenue BreakdownChart 4  | 

2015 A 2016 A 2017 A 2018 A 2019 E 2020 B
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Spending Efficiency

The focus areas of the CAPEX & OPEX sides of 
the fiscal policies are as follows:

CAPEX: 
The capex is channelled towards Vision 
Realisation Programs and mega projects, which 
will strengthen the economy in the medium-
to-long term. Lower capital expenditure in 2019 
is attributed to revised developmental needs  
and improved private sector participation in 
financing infrastructure projects, mainly in 
water, sanitation and energy. 

OPEX – Wage Bill: 
The largest constituent of the government’s 
expense, the Wage Bill, was forecasted to 
reduce to 41.2% in 2019 but instead has climbed 
to 48% - due to annual raises and increased 
contributions to the pension funds.

The new government tender and procurement 
law, in conjunction with the Etimad platform, is 
expected to streamline procurement to a large 
extent – its effects to be realized in 2020. 

Expenditure breakdown
(% of total expenditure)
Expenditure trends remain in-line with previous 
estimates with some slight austerity in 2020. 

Chart 5  | 

The Kingdom continues to have the highest Wage Bill compared to the G20 countries

G20 Government Wage Bills (2017)(% of total Spending)Chart 6  | 

Source: Ministry of Finance – KSA | E=Expected, B=Budgeted, A=Actual
Total Expenditures are in SAR Billion

Source: WorldBank

2015 A

2016 A

2017 A

2018 A

2019 E

2020 B

Fiscal Outlook
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The government continues to finance its deficits through withdrawals from its reserves and 
by issuing debt, with the latter being diversified through sukuk and bond issuances. While 
the rates of decrease in reserves and increase in debt were slowing down until 2018, lower 
than expected revenues in 2019 have increased the debt to GDP ratio by about 5 percentage 
points in a single year. With the 2020 Budget, the expected deficit for the next three years 
has also been revised upwards, and consequently expected reserves and debts levels have 
been negatively impacted. The Kingdom has already established a maximum 30% limit for 
debt as part of the Fiscal Balance Program and the estimates for the medium term.

Despite increases in the last year, the Kingdom’s Debt to GDP Ratio remains one of the lowest.

The rate of decrease of government reserves and the rate of increase in public debt 
were slowing down, but have jumped again in 2019

G20 Debt to GDP ratio (2018) Chart 8  | 

Public Debt and Government ReservesChart 7  | 

Financing Deficit

Source: WorldBank

Fiscal Outlook

Source: Ministry of Finance
E=Expected, B=Budgeted, A=Actual
Absolute figures are in SAR Billion

2015 A 2016 A 2017 A 2018 A 2019 E 2020 B
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Government tender and 
procurement law

Initiative in focus

The government tender and procurement law aims to: 

Promote Economic Development: Contribute towards VISION 2030 targets with promotion of 
local content, SME and listed companies’ mechanisms empowerment, supporting contractors and 
introducing the concept of advance planning for business and purchasing.

Promote Integrity and Transparency: Raise transparency levels of governmental procurement 
procedures, improve complaint resolution, and add contractor’s evaluation criteria and review/
prioritization policies.

Improve Procurement Procedures: Through developing a mechanism for evaluating technical and 
financial proposals, adding pre and post qualification criteria, approval of contracts according 
to past performance to ensure the quality of final deliverables and improve inspection and 
enforcement of fines and penalties for non-compliance.

The GTPL has the potential to fundamentally improve the government’s fiscal outlook by allowing for 
improved budgetary oversight at an entity level, incentivizing competition and reducing overhead – it’s 
effects should be apparent starting 2020. 

Similar initiatives around the world, such as in 
the UK, Spain, Japan, and Mexico, optimized 
governmental purchases by 10% to 20%. 
Governmental purchases make upto 20% of 
the Saudi expenditure budget. 

Therefore, the new law could potentially 
reduce governmental expenditure by about

SAR 24 Bn

780

240

Other Expenditure

Tenders and
Procurement
Expenditure

In mid July 2019, the Council of Ministers approved the new Governmental Tender and Procurement 
Law (GTPL) that includes new purchasing methods aligned with international best practices. The 
GTPL aims to regulate government procurement to ensure integrity and transparency which will 
result in increased efficiency in a significant portion of the government’s transactions. 

The law was launched officially for both public entities and private sectors earlier this month with 
the official platform, Etimad. Etimad empowers the law, by digitizing and automating financial 
transactions. The new system will enhance efficiency of upcoming budgetary expenditure and as 
well promote SME participation in government contracts. 

*Assuming that the expected expenditure doesn’t take this into account already.
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2017 A

Stimulate GDP growth
Economic Outlook

Even though Saudi Arabia has made strides in improving its rankings in “ease of doing 
business”, competitiveness and digitization, the decline in oil prices coupled with the 
rising trade tensions has had an adverse effect on the Kingdom’s economic growth. The 
Kingdom’s diversification strategies, however, reduced the impact with the non-oil GDP 
showing strong growth rates. Several governmental initiatives can be attributed to this, 
and they include:

• Increase in demand of local content in government procurement by developing a 
mandatory list of national products upon contracting with government entities. 

• The launch of the tourism visa with multiple supporting initiatives to promote 
domestic and international tourism.

• Continued support of the private sector with the private sector stimulus packages, 
with initiatives such as subsidized housing loans, support for distressed firms, and 
export stimulation.

• The continuation of efforts of the Vision Realization Programs including the Quality 
of life Program, Financial Sector Development Program, the Housing Program, National 
Transformation Program and others.

The Kingdom’s economy slowed down in 2019, with growth rates far below expectations from 
last year, but is expected to bounce back quickly. 

Saudi GDP growth (%)Chart 9  | 

Source: Ministry of Finance
E=Expected, F=Forecasted, A=Actual

2015 A 2016 A 2018 A 2019 E 2020 B
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The international monetary fund has revised expected economic growth rates globally, due to 
trade tensions and economic uncertainty, to its  “lowest pace since the global financial crisis.” 

Oil Producing regions -  GDP Growth revised forecasts (%)Chart 10  | 

E=Expected,F=Forecasted, A=Actual
Source: International Monetary Fund

Stimulate GDP growth
Economic Outlook

2017 A 2018 A 2019 E 2020 F
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P 
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Develop the Economy
Economic outlook

The economic indicators discussed below show the trends of the Kingdom’s economy.
The Kingdom shows improvements in all three indicators, with the government’s sound fiscal 
and economic policies only starting to come to fruition.

• While the unemployment rate remains 
higher than the G20 average, the gap has 
begun to decrease starting earlier this year. 

• The Unemployment rate dropped from 
12.7% in 2018 to 12.3% in Q2 2019 - 
representing the first improvement since 
2016.

• Female unemployment rate improved in 
Q2 2019 to 31.1% up from 31.7% in Q1 2019.

• Private consumption growth was almost 
three times the G20 average from 2014 to 
2015 but dipped greatly after the oil price 
decline. 

• According to MOF, private consumption 
grew by 69% in Q2 2019 compared to the 
same figure in Q2 2018. Factors which 
contributed to this include the Private 
sector stimulus program, increased female 
participation, the citizen account program 
and the recently extended cost of living 
allowances.

• Although the two graphs show similar 
trends, the Kingdom saw a steeper decline 
in FDI after 2015 compared to the G20.

• Starting 2018, foreign investments  in the 
Kingdom are beginning to rapidly close the 
gap.

• Foreign Direct investments by the end of 
Q2 2019 were 10% higher than Q2 2018, 
showcasing strong growth. 

Unemployment Rate (Modeled ILO estimates)Chart 11  | 

Private Consumption growth Chart 12  | 

Foreign Direct Investment, Net inflows (% of GDP)Chart 13  | 

Source: Trading Economics, GaStat | *Excluding South Africa

Source: WorldBank | *Excluding China | **Excluding US and Japan

Source: WorldBank All figures are Actual
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Recently, the Kingdom has focused on improving and uplifting the financial sector to be a diversified 
and effective sector in order to support the development of the national economy, stimulate 
savings, financing, investments, and increase its efficiency by launching key initiatives:

Uplifting the Financial Sector
Initiative in focus

Financial Sector Development Program:  The program 
aims to develop the Saudi financial market by enabling 
financial institutions to support the growth of the 
private sector and promoting sound financial planning. 
It also intends to achieve several goals during 2020: 

Increasing the share of capital market assets, increasing the share of small and medium enterprises, 
financing at banks from 2 % to 5 %, increasing the capital market assets (that include total 
domestic market capitalization and outstanding debt issuances registered at the exchange), and 
increasing the share of non-cash transactions up to 28 %.  

Accordingly, the Program did achieve some of these goals in 2019 by raising the proportion of 
small and medium enterprises loans from the banks to 5.9%. It also launched multiple financial 
measures aimed at attracting foreign investors, resulting in the percentage of shares held by 
foreign investors  in Tadawul in the third quarter of 2019 reaching 8.58%. FinTech Saudi Hub was 
also launched which led the country to increase the non-cash transactions to 36% of the total 
transactions. The Aarmco IPO and the listing of government debt instruments on Tadawul were 
the major reasons for the increase in the capital market assets.

Is seeking to expand the financial banking transactions and its growth, 
which will lead to diversification of the resources in the Saudi economy. 
In the third quarter of 2019, it joined the MSCI - Emerging Markets index 
and the S&P Dow Jones Emerging Market Index.

Stock Exchange Evolvement (Tadawul):
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Aramco, the most profitable company in the world, announced the largest initial public offering 
in the world, offering 1.5% of its shares to the public. By 12th December 2019, the main IPO 
had raised USD 25.6 Bn (~ SAR 96 Bn),  making it the largest IPO in history. It contributed to 
making the Saudi stock exchange market (Tadawul)  the seventh ranked globally, only two 
days after launch. the IPO is a historical measure in terms of increasing liquidity in investment 
and aims to drive economic transformation contributing to VISION 2030 goals and encourage 
international trade in the Saudi stock market.

The top 10 listed companies by market value (USD Trillions)Chart 14  | 

Source: Refinitiv As of 12 December
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Old vs New Revenue and 
Expenditure figures

Chart 15  | Public Debt to GDP Chart 16  | 

Real GDP growth to EstimatedChart 17  | 

Conclusion
Initiative in focus

The Saudi economy faces challenges such as a slowing global economy and decreasing oil 
revenues - with the former led by global trade disputes and the latter by OPEC+ agreements. 
But the Kingdom’s reforms are actively trying to remedy:

• Fiscal reforms are achieving their part in diversifying sources of Revenue and increasing 
operational expenditure efficiency. For that purpose, the government has increased 
diversification into new sources of revenues such as with the tourism visa and the 
premium residency program. It’s plans to optimise expenditure are also maturing with 
the GTPL, but the wage bill continues to climb precariously. 

• Economic reforms continue to support the private sector, promote investment and 
strengthen the non-oil GDP with the Vision Realization Programs and Mega projects, such 
as NEOM, Qiddiya, and the Red Sea project.

While the short term outlook seems adverse on face-value, the strengthening non-oil GDP 
and the myriad range of Vision 2030 related initiatives show promise – which will be proven 
in the coming years.

Source: Ministry of Finance - KSAE=Expected, B=Budgeted, F=Forecasted, 
’18 = as estimated at end of 19’ ,2018 = as estimated today
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Strategic Gears is a Management Consultancy based in Saudi 
Arabia, with presence in Riyadh and Jeddah, serving clients across 
the country. Strategic Gears's clients include the biggest public 
and private sector organizations, including a number of ministries, 
authorities, financial institutions, and companies. The company 
utilizes its top notch local consultants, and global network of 
experts to offer strategic solutions in the fields of Strategy 
development, Strategic marketing & communication, Research & 
Analytics, and Operational Excellence, and have a proven track 
record with multiple clients in each.

www.strategicgears.com    |    info@strategicgears.com

About Strategic Gears

Disclaimer of Liability: Unless otherwise stated, all information contained in this document (the “Publication”) shall not be reproduced, 
in whole or in part, without the specific written permission of Strategic Gears. Strategic Gears makes its best effort to ensure that the 
content in the Publication is accurate and up to date at all times. Strategic Gears makes no warranty, representation or undertaking 
whether expressed or implied, nor does it assume any legal liability, whether direct or indirect, or responsibility for the accuracy, 
completeness, or usefulness of any information that is contained in the Publication. It is not the intention of the Publication to be used 
or deemed as recommendation, option or advice for any action(s) that may take place in future.



28


