


Contents

03

08

04

10

06
15

16

Introduction

2022 Macro 
Assumptions & Outlook

Summary 
Review of 2021

Fiscal Outlook 
- Revenues
- Expenditures
- Surplus & Public Debt

2022 Budget 
at a Glance

Budget Dashboard 

Conclusion



3

Saudi Arabia’s Ministry of Finance announced the Kingdom’s 2022 budget 
statement on the 12th of December 2021. This report is part of Strategic 
Gears’ commitment to highlighting key insights from Saudi Arabia’s annual 
budget announcements. 

We review 2021’s economic and fiscal performance for the Kingdom and 
focus on the key highlights of the 2022 budget, its macro assumptions and 
the overall economic and fiscal outlook for 2022, as well as key medium-
term priorities. 

The 2022 budget statement highlights the government’s intent to continue 
to focus on fiscal sustainability. In the medium term, the Kingdom’s fiscal 
consolidation plans will be realised through a combination of prudent 
spending, and higher oil and non-oil revenues. As oil prices and production 
rebound, the Kingdom is aiming for its first budget surplus in eight 
years. Medium-term priorities will continue to focus on the Vision 2030 
Realization Programs, fiscal sustainability and sustaining economic growth 
levels, maintaining social spending and welfare of citizens, investments in 
megaprojects and supporting the private sector. 

Introduction
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Saudi Arabia’s fiscal position is significantly improving reflecting success in the Saudi Arabia’s fiscal position is significantly improving reflecting success in the 
Kingdom’s fiscal adjustment and the restructuring of public finances. Expenditures Kingdom’s fiscal adjustment and the restructuring of public finances. Expenditures 
marginally exceeded the budget amount but remained lower than in 2020. marginally exceeded the budget amount but remained lower than in 2020. 
Revenues, on the other hand, exceeded both the budgeted figure for 2021 as well Revenues, on the other hand, exceeded both the budgeted figure for 2021 as well 
as 2020 actual. Despite higher than budgeted spending this year, the deficit is as 2020 actual. Despite higher than budgeted spending this year, the deficit is 
estimated to have declined to 2.7% of GDP, down from 11.2% of GDP in 2020, and estimated to have declined to 2.7% of GDP, down from 11.2% of GDP in 2020, and 
a significant improvement from 2015’s peak of 15% of GDP, thanks to a rebound in a significant improvement from 2015’s peak of 15% of GDP, thanks to a rebound in 
overall revenues. overall revenues. 

Growth in 2021 was below expectations by the Ministry of Finance from last year, Growth in 2021 was below expectations by the Ministry of Finance from last year, 
but represented a significant improvement from 2020, as oil prices recovered, but represented a significant improvement from 2020, as oil prices recovered, 
and non-oil activity remained buoyed by the easing of COVID restrictions and the and non-oil activity remained buoyed by the easing of COVID restrictions and the 
government’s reform progress. government’s reform progress. 

Real GDP growth Real GDP growth 
is  estimated atis  estimated at

lower lower 
thanthan

and compared and compared 
with a decline ofwith a decline of2021 20202021 
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A stronger rebound in growth was constrained by the sustained reductions in oil production in A stronger rebound in growth was constrained by the sustained reductions in oil production in 
the first half of 2021, as a result of compliance with the OPEC+ agreement (Figure 2). Following the first half of 2021, as a result of compliance with the OPEC+ agreement (Figure 2). Following 
OPEC+’s decision in July 2020 to increase production by 400 thousand barrels per day (kbpd) per OPEC+’s decision in July 2020 to increase production by 400 thousand barrels per day (kbpd) per 
month, oil output began to expand again in August 2021, reaching 9.8 mbpd in October. month, oil output began to expand again in August 2021, reaching 9.8 mbpd in October. 

Summary 
Review of 2021

Figure 1: Recovery in Saudi lower than global peers 

Figure 2: Deep cuts in oil output stifled growth in H1 2021

Real GDP Growth1

Real GDP Growth2

1- IMF Regional Economic Outlook Middle East & Central Asia, 
October 2021; IMF World Economic Outlook, October 2021; Saudi 
Arabia Ministry of Finance.

  2- GASTAT. 
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Saudi Arabia’s 2021 growth estimate puts it on par with the GCC average forecast by the IMF, but Saudi Arabia’s 2021 growth estimate puts it on par with the GCC average forecast by the IMF, but 
lower than other global oil exporters (Figure 1)lower than other global oil exporters (Figure 1)
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The Saudi Government has maintained expenditure levels for 2022 based on previous estimates, The Saudi Government has maintained expenditure levels for 2022 based on previous estimates, 
and revised revenue expectations upwards driven by recovery in oil income and higher non-oil and revised revenue expectations upwards driven by recovery in oil income and higher non-oil 
revenue. A surplus of 2.5% of GDP is forecast for 2022. Public debt is still below the revised 50% revenue. A surplus of 2.5% of GDP is forecast for 2022. Public debt is still below the revised 50% 
ceiling set by the government.ceiling set by the government.

   Total expenditures are expected at SAR 955B in 2022, on par with previous estimates and 6% Total expenditures are expected at SAR 955B in 2022, on par with previous estimates and 6% 
lower than 2021. Capex appeared to have borne the brunt of the spending reduction in 2021, lower than 2021. Capex appeared to have borne the brunt of the spending reduction in 2021, 
with a YoY decrease of 18% from 2020. This trend will continue in 2022, as evidenced by the with a YoY decrease of 18% from 2020. This trend will continue in 2022, as evidenced by the 
budget statement. In 2022, capex budget was cut by another 18% from 2021.budget statement. In 2022, capex budget was cut by another 18% from 2021.

   A sectoral breakdown of the budget shows a pattern  in expenditure that is consistent with A sectoral breakdown of the budget shows a pattern  in expenditure that is consistent with 
previous years.  Education, Military, Health and Social Development and Security Services were previous years.  Education, Military, Health and Social Development and Security Services were 
allocated 62.3% of the total.allocated 62.3% of the total.

   In the 2022 budget, the ''General Items'' category received a record amount of funding, In the 2022 budget, the ''General Items'' category received a record amount of funding, 
accounting for 19.1% of overall spending, up from 12% in 2021. This spending line item includes accounting for 19.1% of overall spending, up from 12% in 2021. This spending line item includes 
“government contribution to pension funds and social insurance, debt service, balancing “government contribution to pension funds and social insurance, debt service, balancing 
account allocation, subsidies” and others. account allocation, subsidies” and others. 

2022 Budget at 
a Glance
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   In 2022, government revenues are expected to be higher than previous estimates and 12% In 2022, government revenues are expected to be higher than previous estimates and 12% 
higher than 2021 actuals. Revenue is budgeted at SAR 1,045B, the highest since 2013. The higher than 2021 actuals. Revenue is budgeted at SAR 1,045B, the highest since 2013. The 
Kingdom's policy of encouraging private economic activity and diversifying economic resources Kingdom's policy of encouraging private economic activity and diversifying economic resources 
to lessen reliance on oil is maintained in the 2022 budget targets and initiatives planned for to lessen reliance on oil is maintained in the 2022 budget targets and initiatives planned for 
the medium term.the medium term.

   For the first time since 2013, the budget balance is forecast to return to a surplus of 2.5% of For the first time since 2013, the budget balance is forecast to return to a surplus of 2.5% of 
GDP driven by higher revenues. The deficit was initially forecast in 2022 at SAR 52B (1.6% of GDP driven by higher revenues. The deficit was initially forecast in 2022 at SAR 52B (1.6% of 
GDP), from a shortfall of SAR 85B in 2021 (11.9% of GDP).GDP), from a shortfall of SAR 85B in 2021 (11.9% of GDP).

   The government plans to spend the surplus cash in investments that will help diversify the The government plans to spend the surplus cash in investments that will help diversify the 
economy and boost reserves in the event of future shocks. economy and boost reserves in the event of future shocks. 

   Public debt is forecast at SAR 989B in 2022 (25.9% of GDP), on par with 2021 levels. According Public debt is forecast at SAR 989B in 2022 (25.9% of GDP), on par with 2021 levels. According 
to the government's medium-term projections, the public debt will remain steady at SAR to the government's medium-term projections, the public debt will remain steady at SAR 
938B in the next three years.938B in the next three years.

2022 Budget at 
a Glance

Figure 3: 2022 surplus will be first since 2013

Expenditure, Revenue & Balance (SAR B)3

3- Ministry of Finance, Saudi Arabia. 
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The forecast assumes continued growth in domestic economic activity, as well as recovery in The forecast assumes continued growth in domestic economic activity, as well as recovery in 
global demand and supply chain improvements. Growth in 2022 will be driven by both the non-global demand and supply chain improvements. Growth in 2022 will be driven by both the non-
oil sector’s robust expansion and a strong recovery in oil GDP. In the coming quarters, private oil sector’s robust expansion and a strong recovery in oil GDP. In the coming quarters, private 
consumption will boost headline growth. After hitting an all-time high in August, the number of consumption will boost headline growth. After hitting an all-time high in August, the number of 
daily COVID cases in Saudi Arabia has declined, allowing for a reopening of the economy, although daily COVID cases in Saudi Arabia has declined, allowing for a reopening of the economy, although 
a surge in Omicron cases could trigger renewed restrictions. Strategic Gears examined a detailed a surge in Omicron cases could trigger renewed restrictions. Strategic Gears examined a detailed 
outlook for Saudi Arabia’s economy in 2022 in another report, which can be accessedoutlook for Saudi Arabia’s economy in 2022 in another report, which can be accessed here.   here.  

Fed rate changes, global inflationary factors (including energy and shipping costs), as well as Fed rate changes, global inflationary factors (including energy and shipping costs), as well as 
expanding local aggregate demand in the Kingdom will influence future inflation trends. According expanding local aggregate demand in the Kingdom will influence future inflation trends. According 
to HE. Minister of Finance, Mohammed Al-Jadaan, who spoke on the sidelines of the G20 summit to HE. Minister of Finance, Mohammed Al-Jadaan, who spoke on the sidelines of the G20 summit 
in Rome in early November, Saudi Arabia will only revisit the decision to lower its VAT rate in the in Rome in early November, Saudi Arabia will only revisit the decision to lower its VAT rate in the 
coming years, once government finances improve, coming years, once government finances improve, 

While the Saudi budget does not disclose oil price and production assumptions, While the Saudi budget does not disclose oil price and production assumptions, 
the Kingdom has a history of making conservative oil-related assumptions.the Kingdom has a history of making conservative oil-related assumptions.

Saudi Arabia’s 2022 
budget assumes 
growth of

The 2022 budget The 2022 budget 
forecasts forecasts 
inflation atinflation at

In the IMF's October Regional In the IMF's October Regional 
Economic Outlook, Saudi Arabia's Economic Outlook, Saudi Arabia's 
breakeven oil price is estimated atbreakeven oil price is estimated at USD per BarrelUSD per Barrel USD per BarrelUSD per Barrel

more optimistic than more optimistic than 
the IMF’s forecast ofthe IMF’s forecast of

a decline from 2021 levels, as the base a decline from 2021 levels, as the base 
effect of the VAT hike in July 2020 effect of the VAT hike in July 2020 
wears off. wears off. 
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2022 Macro 
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https://strategicgears.com/images/report/Saudi-Arabia-Economic-Outlook-2022.pdf
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The price of oil has risen to its highest level since 2014. Brent crude price forecasts for 2022 range The price of oil has risen to its highest level since 2014. Brent crude price forecasts for 2022 range 
from USD 70 per barrel by the EIA (revised on 8 December from USD 71.9 forecasted in November).  from USD 70 per barrel by the EIA (revised on 8 December from USD 71.9 forecasted in November).  
to USD 77 per barrel by Barclays and USD 85 per barrel by Goldman Sachs. Prices are expected to to USD 77 per barrel by Barclays and USD 85 per barrel by Goldman Sachs. Prices are expected to 
be supported by the global economic recovery and subsequently higher oil demand. However, the be supported by the global economic recovery and subsequently higher oil demand. However, the 
new Omicron variant poses downside risks to global demand and could push prices down.new Omicron variant poses downside risks to global demand and could push prices down.

World oil demand, according to OPEC, is expected to increase by 4.15 million barrels per day (mbpd) World oil demand, according to OPEC, is expected to increase by 4.15 million barrels per day (mbpd) 
by 2022, to average 100.6 mbpd. However, uncertainty remains around the recovery in demand, posed by 2022, to average 100.6 mbpd. However, uncertainty remains around the recovery in demand, posed 
by the Omicron variant. The EIA has revised down its average global oil demand forecast in 2022 to by the Omicron variant. The EIA has revised down its average global oil demand forecast in 2022 to 
100.4 mbpd, from 100.8 mbpd in its November update. How well and for how long the price of oil can 100.4 mbpd, from 100.8 mbpd in its November update. How well and for how long the price of oil can 
be supported will also depend on several other factors, including Chinese growth and how much be supported will also depend on several other factors, including Chinese growth and how much 
Beijing buys next year; India’s ability to navigate COVID and maintain its economic recovery; and Beijing buys next year; India’s ability to navigate COVID and maintain its economic recovery; and 
what happens to global growth (over 18% of which is determined by Europe and the US).what happens to global growth (over 18% of which is determined by Europe and the US).

The IMF also estimates Saudi oil production to average 9.91 million barrels per day in 2022 from The IMF also estimates Saudi oil production to average 9.91 million barrels per day in 2022 from 
9.10 million barrels per day in 2021. In May 2022, the Kingdom’s reference production levels will rise, 9.10 million barrels per day in 2021. In May 2022, the Kingdom’s reference production levels will rise, 
alongside four other OPEC member countries (Figure 4). This will result in increased oil output.alongside four other OPEC member countries (Figure 4). This will result in increased oil output.

2022 Macro 
Assumptions & 
Outlook

Figure 4: Saudi baseline to rise to 11.5 mbpd in May 2022

OPEC Reference Production4

4- OPEC. 
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Total revenue is forecast at SAR 1,045B in 2022, 18.3% higher than the actual 2021 level on the Total revenue is forecast at SAR 1,045B in 2022, 18.3% higher than the actual 2021 level on the 
back of an improvement in oil prices and higher expected oil output. The impact of COVID on Saudi back of an improvement in oil prices and higher expected oil output. The impact of COVID on Saudi 
oil revenues so far appears to have been significantly lesser than that of the 2014 oil price shock oil revenues so far appears to have been significantly lesser than that of the 2014 oil price shock 
(Figure 5). Higher budgeted oil revenue will contribute to the narrowing of the budget deficit, (Figure 5). Higher budgeted oil revenue will contribute to the narrowing of the budget deficit, 
support the public sector’s ability to continue to invest in diversification initiatives, and help the support the public sector’s ability to continue to invest in diversification initiatives, and help the 
country become more attractive to FDI.country become more attractive to FDI.

The Kingdom’s policy of encouraging private economic activity and diversifying economic resources The Kingdom’s policy of encouraging private economic activity and diversifying economic resources 
to lessen reliance on oil is maintained in the 2022 budget targets and initiatives planned for the to lessen reliance on oil is maintained in the 2022 budget targets and initiatives planned for the 
medium term. The annual contribution of non-oil income to total revenues has grown significantly. medium term. The annual contribution of non-oil income to total revenues has grown significantly. 
Non-oil revenue accounted for 40% of total government revenue by 2021, up from 27% in 2015 Non-oil revenue accounted for 40% of total government revenue by 2021, up from 27% in 2015 
(Figure 6). The Ministry of Finance’s measures to diversify revenue sources are yielding fruit, as (Figure 6). The Ministry of Finance’s measures to diversify revenue sources are yielding fruit, as 
seen also by the considerable rise in the share of tax revenues in total revenues (Figure 7). Plans seen also by the considerable rise in the share of tax revenues in total revenues (Figure 7). Plans 
to diversify and increase non-oil revenue’s contribution to the economy have been in the works to diversify and increase non-oil revenue’s contribution to the economy have been in the works 
since the 1970s but did not achieve much traction until the unveiling of the Saudi Vision 2030 since the 1970s but did not achieve much traction until the unveiling of the Saudi Vision 2030 
in 2016. Strategic Gears will assess Saudi non-oil revenue performance along this journey in a in 2016. Strategic Gears will assess Saudi non-oil revenue performance along this journey in a 
forthcoming report.forthcoming report.

Fiscal Outlook 

Figure 5: The COVID impact on oil income was less than in 2014 
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Fiscal Outlook 

Figure 6: Non-oil share of revenues on an upward trend 

Saudi Arabia Total Revenue Breakdown6

6- Ministry of Finance, Saudi Arabia.
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Figure 7: Share of tax revenues in total revenues grows
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Fiscal Outlook 

Expenditures during 2022 are forecast to be 6% lower than 2021 actual and 3.5% lower than the 
2021 budget. Capital expenditure (capex), which is expected at SAR 92B compares with SAR 112B in 
actual 2021. While overall capex expenditures were reduced in the budget, the PIF and the private 
sector will compensate by shouldering some of the capital expenditure burdens.

The annual capital expenditure share of the total budget has declined over the last 5 years from 
18% of the total in 2018 to about 10% in 2021 and estimated at 9.6% of the 2022 total (Figure 8). 

Current spending, more than half of which is made up of the wage bill, is budgeted at SAR 863B, 
4.4% lower than actual 2021 levels. The Kingdom has maintained its high wage bill, including 
during the pandemic period, as part of ensuring public sector employment and minimising the 
impact on public consumption. 

Figure 8: Wage bill share of the budget remains high

Capex & Opex Share of Total Budget7
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A sectoral breakdown shows a pattern in expenditure that is in line with recent years. Education, 
military, healthcare, and security services were allocated 62.3% of the total budget.

Education makes up the largest portion, at 19.4% of the total budget and 5.1% of GDP. For 
comparison, as a percentage of GDP, this is higher than that of the UK (4.8%) and India (3.1%), on 
par with China (5.2%) and marginally lower than that of the US (6%).  

The “General Items” category made up the second largest portion of the budget. It received a 
record amount of funding, accounting for 19.1% of overall spending, up from 12% in 2021. This 
spending line item includes “government contribution to pension funds and social insurance, debt 
service, balancing account allocation, subsidies” and others.

Military accounted for the third largest portion of the budget at 17.9% of the total. Spending on 
military in 2022 is however budgeted at 10% lower than 2021. The budget for health and social 
development is also estimated at 28% lower than 2021 when healthcare expenditures ramped up 
to control the COVID-19 pandemic. 

Fiscal Outlook 

Figure 9: Education remains the highest budget recipient 

Budget Allocation by Sector (SAR B)8

Expenditures 

8- Ministry of Finance, Saudi Arabia. 
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Fiscal Outlook 

The fiscal balance is forecast at a surplus of SAR 90B (2.5% of GDP) in 2022, the first such since 
2013. A recovery in oil revenues will continue to support the fiscal outlook and combined with 
higher non-oil and other revenue as well as prudent spending, the Kingdom would eventually 
meet its fiscal sustainability targets. The surplus money will be transferred first to the central 
bank's government reserves, then to the National Development Fund or the Public Investment 
Fund for additional investments and to increase government reserves in the case of future shocks. 
The 2022 budget statement also reflects the government’s intent to continue to diversify the 
Kingdom’s debt profile and strengthen domestic financial markets.

Public debt is forecast at SAR 938B in 2022 (25.9% of GDP), on par with 2021 levels. Despite the 
anticipated surplus in 2022, the government plans to borrow around SAR 40B from the debt 
markets, mostly to refinance debt. It will also issue its first green bond to fund efforts related to 
the kingdom’s objective of becoming carbon-free by 2060.

The public debt remains below the government›s revised debt ceiling which was raised to 50% 
of GDP in the 2021 budget from the initial 30% target after having exceeded it in 2020 (Figure 10). 
According to the government’s medium-term projections, the public debt will remain stay steady 
at SAR 938B in the next three years.

Surplus and 
Public Debt

9- Ministry of Finance, Saudi Arabia. 

Figure 10: Higher debt ceiling offers more fiscal leeway
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Budget 
Dashboard10 

2021 
Budget

2021 
Actuals

2022 
Budget

2023f 
Budget

Total Revenue (SAR Billion) 849.0 930.0 1045.0 968.0

Oil Revenue 558.0

Non-Oil Revenue 372.0

Total Expenditure 990.0 1015.0 955.0 941.0

Fiscal Balance (SAR Billion) -141.0 -85.0 90.0 27.0

(% of GDP) -4.9% -2.7% 2.5% 0.8%

Debt (SAR Billion) 937.0 938.0 938.0 938.0

(% of GDP) 32.7% 29.2% 25.9% 26.9%

10- Ministry of Finance, Saudi Arabia. 
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The government remains fully committed to the Vision 2030 reforms. The benefits of the reforms 
over the past 5 years were evident in the resilience of the economy to the COVID-19 pandemic. 

In the medium term, economic reforms are aimed at accelerating the economic transformation, 
ensuring fiscal sustainability, and returning to pre-pandemic growth levels or higher. Fiscal reforms 
are helping to diversify revenue streams and improve the efficiency of operational spending. 

In Q2 2020, the government softened fiscal policy in the midst of the COVID-19 crisis and lockdowns. 
It did, however, re-establish its medium-term fiscal consolidation objective in the 2021 budget. 
This was also emphasised in the budget statement for 2022.

To encourage investment, the government has announced a National Investment Strategy (NIS). 
Over the following ten years (until 2030), the NIS aims to attract SAR 12T in investment through a 
combination of increasing investments by the PIF, Saudi corporations and FDI.

Looking ahead, faster pandemic containment, a sustained rise in oil prices, and continued structural 
reform will continue to promote growth. Tailwinds include risk of renewed lockdown measures if 
COVID cases rise as new strains emerge, the oil market weakens, and global risk premia increases.

Conclusion 
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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.
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