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Introduction

On 7 December 2022, the Saudi Ministry of Finance 
released the Kingdom's 2023 budget statement. 
This report is part of Strategic Gears' commitment 
to highlighting important takeaways from Saudi 
Arabia's yearly budget release.

We review the Kingdom's economic and fiscal 
performance in 2022, and focus on the budget's 
major themes for 2023, macroeconomic assumptions 
for 2023 and the year's general economic and 
fiscal outlook, as well as important medium-term 
priorities. 

Overall, Saudi Arabia’s economic fundamentals 
remain strong amid global uncertainties. The 
government's intention to continue to prioritise 
budgetary sustainability is highlighted in the 2023 
budget statement. The Kingdom's ambitions for 
fiscal consolidation will be realized over the medium 
term through a mix of conservative spending and 
sustained oil and non-oil revenues. 

The Vision 2030 Realization Programs, sustaining 
social expenditures, investing in megaprojects, and 
boosting private sector participation will continue 
to be the medium-term goals in line with overall 
Vision 2030 objectives. 
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Summary 
Review of 2022

The success of Saudi Arabia’s fiscal adjustment and public finances restructuring is 
evident in the significantly improved fiscal position of the Kingdom. Expenditures 
exceeded both the 2022 budget amount and 2021 actual figures. Revenues also 
exceeded both the budgeted figure for 2022 and as well as 2021 actual. 

Saudi Arabia's fiscal balance recovered to a surplus in 2022 as initially budgeted, 
from a deficit of SAR 73B in 2021 (-2.3% of GDP), mainly due to a significant recovery 
in total revenues (oil/non-oil or both), despite higher than budgeted spending. The 
2022 surplus ended 8 years of consecutive deficit for the Kingdom. 

Growth in 2022 exceeded the Ministry of Finance's projections from the previous 
year, and marked a substantial improvement over 2021 as oil prices rebounded and 
non-oil activity continued to be supported by the relaxation of COVID restrictions 
and government reforms.
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Summary 
Review of 2022

Growth in 2022 in Saudi Arabia represented the highest in a decade, and the fastest among G20 members1 
(Figures 1 & 2). 
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Figure 2: Saudi 2022 growth highest in G20 

Real GDP Growth in G20 Countries, 2022 (%)3 

Figure 1: Saudi 2022 growth highest since 2011
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Inflation averaged 2.6% in 2022, exceeding the budget forecast, driven by a combination of supply-side 
factors like higher commodity and food prices and the persistence of global supply chain disruptions. 

However, compared to global rates, inflation in Saudi Arabia (and the other GCC nations) was contained in 
2022 and among the lowest globally (Figure 3). This was made possible by a number of factors, including 
the governments' efficient supply chain management strategies, fuel and food subsidies, the peg of their 
currencies to a strong US dollar (which helps to control import inflation), and higher oil revenues (which 
helps keep the impact of high global commodity prices on domestic inflation in check).

Figure 3: Saudi 2022 inflation amongst lowest globally

Global Inflation Rates, 2022 (%)1  
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The fiscal balance expects to show a surplus in 2023, and over the medium term 
until 2025. This would represent the second year of consecutive surplus following 
8 years of budget deficits. 

Overall, the budget surplus amount for 2023 will cater towards accelerating the 
implementation of strategic initiatives, as well as repaying some of the Kingdom’s 
debt depending on market conditions. 

1,1301,114
Revenue

 SAR Billion
Expenditure

 SAR Billion

16
SAR Billion
Surplus

2023 Budget 
at a Glance



 ● Total expenditures are expected at 
SAR 1,114B in 2023, slightly lower 
than in 2022. Capex expenditures 
rose in 2022 by 30%. 

 ▪ This  trend  will continue in 2023, 
as  evidenced by the budget  
statement. A sectoral break-
down of the budget shows a 
pattern in expenditure that is 
consistent with previous years.  

 ▪ Education, Military, and Health 
and Social Development were 
allocated over 50% of the  
total budget.   

 ● In 2023, government revenues are 
forecast at SAR 1,130B, 8.4% lower 
than in 2022. 

 ● The surplus is forecast in 2023 
at SAR 16B (0.4% of GDP), from a  
surplus of SAR 102B in 2022 (2.6% of 
GDP), and a deficit of SAR 73B in 2021 
(-2.3% of GDP).  

 ● The government plans to contin-
ue diversifying the debt profile and 
strengthening domestic financial 
markets.

Figure 4: The fiscal surplus days are back 

Surplus/Deficit, Revenue & Expenditure (SAR B)4 

2023 Budget 
at a Glance
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The forecast assumes continued momentum from 2022 and growth in non-oil domestic economic activity 
in 2023, led by the private sector. This is while many economies globally face more downbeat forecasts 
including fears of a recession in some. Strategic Gears will examine a detailed outlook for Saudi Arabia's 
economy in 2023, against the backdrop of global economic performance, in a forthcoming report.   

The Kingdom's inflation rate will continue to be the lowest among G20 members and among the lowest 
worldwide in 2023, supporting, among other things, private consumption and tourism in the Kingdom. 

Oil price is now at USD 78 per barrel. While Goldman Sachs has a more bullish USD 110 per barrel projection 
for 2023, other organizations, such as Fitch and the EIA, have anticipated Brent oil prices in the USD 90 per 
barrel range for 2023. China lifting COVID restrictions is a major upside risk, but worries about an impending 
recession are a major downside risk to oil prices and demand.

2023 Macro 
Assumptions & Outlook
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As always, the Saudi budget does not disclose oil price and production assumptions, 
but the Kingdom has a history of making conservative oil-related assumptions.
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Revenues
Total revenue is forecast at SAR 1,130B in 2023, 8.4% 
lower than the actual 2022 level.

The Saudi budget does not typically specify the ex-
act breakdown of oil and non-oil revenue forecasts 
for the year; however, it outlines certain non-oil 
revenue sources that will contribute to total reve-
nues, with VAT income still contributing the most 
among other non-oil sources. These include:

 ▪ Taxes on Income, Profits, and  
Capital Gains: Forecast at SAR 22B, same as 
2022 actual and 1.9% of total revenue. 

 ▪ Taxes on Goods and Services: Forecast at SAR 
254B, 3.6% higher than the 2022 actual and 
22.4% of total revenue.

 ▪ Taxes on International Trade and Transactions: 
Forecast at SAR 18B, same as 2022 actual and 
1.6% of total revenue. 

Overall, the annual contribution of non-oil income 
to total revenues was lower in 2022 (31.7% of the 
total) compared with 2021 (41.7% of the total), but 
remains higher than the 27% total in 2015 before 
the launch of the Vision.

Plans to diversify and increase non-oil revenue's 
contribution to the economy were in the works 
since the 1970s but progress fell short until the 
launch of Vision 2030 when momentum began to 
pick up. Strategic Gears assessed the performance 
of Saudi non-oil revenue since the 1970s in another 
report here.*

Figure 5: Higher oil revenue in 2022; non-oil share sustained 

Saudi Arabia’s Total Revenue Breakdown (% of Total)4 
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Expenditures
In 2023, expenditures are forecast to be 1.6% lower 
than the 2022 actual and 16.6% higher than the 2022 
budget. Capital expenditure (Capex), which is expect-
ed at SAR 157B compares with SAR 151B in actual 2022. 
The annual Capex share of the total budget has de-
clined over the last 5 years from 17% of the total in 
2018 to 13.3% in 2022, and is estimated at 14.1% of the 
2023 total (Figure 6). 

Budgeted current spending is SAR 957B, 2.4% lower 
than actual 2022 levels, with the wage bill accounting 
for more than half of it. In order to maintain employ-
ment in the public sector, the wage bill has always 
remained high, including during the pandemic era.

Figure 6: Wage bill share remains high
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A breakdown by sector reveals an expenditure trend that is consistent with previous years. The military 
sector makes up the largest portion of expenditures, followed by education and healthcare with SAR 189B 
allocated respectively for 2023, each making up 17% of the total budget and 4.8% of GDP.

Figure 7: Military gets largest share of budget; but education & health still prioritised 

Budget Allocation by Sector (SAR B)4

2023 Fiscal 
Outlook 
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The fiscal surplus is forecast at SAR 16B (0.4% of 
GDP) in 2023, compared with a surplus of SAR 102B 
(2.6% of GDP) in 2022 actual. A lower forecast for 
2023 (than actual 2022) is associated with baseline 
estimates employed by the government, which 
bases predictions of oil and non-oil revenues in the 
budget on conservative standards in anticipation 
of any events that may take place in the local and 
global economy. 

The SAR 16B surplus forecast by the government 
for 2023 is their baseline estimate as part of the 
budget statement. In the best-case scenario for 
the government, the surplus might total up to SAR 
178B, while the worst-case scenario could result in 
a SAR 85B deficit.

Overall, sustained oil and non-oil revenues, 
combined with prudent spending, will continue to 
support the fiscal outlook.

Public debt is forecast at SAR 951B in 2023 (24.6% 
of GDP) and compared with SAR 985B in 2022 
(24.9% of GDP), still less than the government's 
debt ceiling of 50%. According to the government's 
medium-term projections, the public debt will 
decline to 24.2% of GDP in 2024 and to 22.6% of 
GDP in 2025.  

Given Saudi Arabia's lower debt-to-GDP ratio, 
compared to other G20 nations (Figure 8) and 
its sizable foreign reserves, borrowing rates are 
anticipated to remain low. 

Figure 8: Saudi debt to GDP lower than G20 partners
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Rating Agency Rating & Outlook Last Action

A1 (Stable)
Affirmed Outlook at Stable 

9 June 2022

A- (Positive)
Revised Outlook to Positive from Stable 

25 March 2022

A (Positive)
Revised Outlook to Positive from Stable 

12 May 2022

Ratings Change Considerations

Positive Negative

• Improvement of Saudi Arabia’s already 
strong external position. 

• Continued improvement in the fiscal 
position.  

• If the public finance position deterio-
rates, reflected in fiscal balance and 
government debt/GDP figures.  

• Escalation of global/regional geopo-
litical tensions compromise economic 
stability. 

Table 1: Saudi boasts a strong credit rating profile 

Saudi Credit Ratings & Outlook6

Among other things, Saudi Arabia's commitment to continual structural measures and reforms geared 
toward long-term fiscal sustainability, and its strong government balance sheet all contribute to the 
country's high credit rating profile (Table 1).

2023 Fiscal 
Outlook 
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Budget 
Dashboard 

2022 
Budget

2022 
Actuals

2023 
Budget

2024f 
Budget

Total Revenue (SAR Billion) 1,045.0 1,234.0 1,130.0 1,146.0

Oil Revenue - 842.0 - -

Non-Oil Revenue - 392.0 - -

Total Expenditure 955.0 1,132.0 1,114.0 1,125.0

Fiscal Balance (SAR Billion) 90.0  102.0 16.0 21.0

(% of GDP) 2.5% 2.6% 0.4% 0.5%

Debt (SAR Billion) 938.0 985.0 951.0 959.0

(% of GDP) 25.9% 24.9% 24.6% 24.2%
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The government remains steadfastly dedicated to upholding the reforms and initiatives of Vision 2030, such 
as diversification and increasing the percentage of non-oil income. Fiscal restructuring continues to assist in 
streamlining operating spending and diversifying income sources.

Looking ahead, medium-term priorities based on the budget include strategic spending and investment 
to achieve transformation initiatives, strengthening the government’s financial position, and improving the 
Kingdom’s capacity to handle external shocks, among others.

Overall, growth is picking up, inflation will remain under control, and the country’s external position will 
continue to strengthen, giving Saudi Arabia a favourable outlook for the short- and medium-term future. 
Some of the Kingdom’s structural, fiscal and economic strengths, weaknesses, opportunities and threats are 
highlighted below.  

 ▪ Growing share of non-oil income sources.

 ▪ Currency peg to the USD. 

 ▪ Sustained oil revenues, leveraging swing 
producer position within OPEC.  

 ▪ Conservative breakeven oil price. 

 ▪ Sizeable foreign reserves.

 ▪ Talent shortage and need to meet 

nationalisation targets limiting private 

sector.  

 ▪ Oil price volatility and the continued reliance 

of exports and government revenues on oil. 

 ▪ High wage bill and energy subsidies. 

 ▪ Gains from the successful implementation 
of Vision initiatives, including the National 
Investment Strategy and the new National 
Strategy for Industry.   

 ▪ More fiscal leeway due to lower debt than 
the set ceiling (50% of GDP), and strong 
credit ratings. 

 ▪ Stronger bilateral ties with partner countries 
driving trade and FDI.

 ▪ Backed by the growing private sector, PIF 
and the Development Fund (NDF), among 
others, creating more growth opportunities. 

 ▪ Global economic recession fears, 
inflationary pressures and supply chain 
disruptions worldwide.

 ▪ Elevated political risks globally & higher 
global risk premia.

 ▪ Risk of re-emergence of COVID 
variants. 

Conclusion - 
Looking Ahead

Strengths

Opportunities

Weaknesses

Threats



1. Based on initial estimates for 2022 
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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
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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.
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