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The Saudi Economy in 2026

Robust growth continues amid lower oil prices

1 We forecast 4.5% real GDP growth in 2026, with higher oil and
gas output and non-oil growth that is normalizing from elevated
rates but still compares well to Emerging Markets (Figure 1).

' We forecast non-oil real GDP growth of 4.4%, supported by
structural developments across a number of sectors, including
tourism, non-oil manufacturing, transport and logistics, finance
and insurance, as well as renewable energy and technology.

1 There will be less impetus to growth from public sector spending,
with budget spending flat and rationalization across project
spending.

71 Credit growth will slow but remain in high single digits as the well
-capitalized banking sector mobilises non-deposit financing.

T We eerct lower policy interest rates in 2026 that should feed
through to lower Saibor rates, even though the Saibor-Repo
spread widened in 2025.

T Lower rental inflation will bring consumer price inflation under
2% even as a weaker US dollar leads to some imported inflation.

1 We project a budget deficit of 4.7% of GDP in 2026, narrower
than the 2025 deficit, and government debt at 35% of GDP.

T In 2027 we expect the budget deficit to narrow to around 4% of
GDP, with a smaller rise in government debt.

. We assume Brent crude averages $63pb in 2026, lower than in
2025, before picking up to $66pb in 2027.

1 We forecast current account deficits of less than 3% of GDP in
2026-2027. Foreign reserves will remain high, close to USD 450b.

Fig 1: Change in Real GDP
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Global economic outlook

In 2025 the global economy was resilient in the face of extreme policy
The global economy was volatility, most notably US tariff policy, and a slew of geopolitical concerns.
resilient in the face of policy Fiscal and monetary policies were generally supportive and financial
volatility an%gggpolit/cal conditions fairly loose. The global Al investment race also contributed.
concerns in ’ The IMF estimates global real GDP growth was 3.3% in 2025, in line with 2024

performance, and projects a similar outlook for 2026-2027. The median

growth outlook across a range of forecasters is somewhat more cautious, at

.9% (Table 1; Figure 2).

Early 2026 has already witnessed a familiar mix of risks, related to geopolitics

and trade policy: Venezuela, Iran and US tariff threats. At the same time, many

stock markets are near record highs. Aside from geopolitics, the key downside

risks include less optimism regarding Al—leading to lower valuations of Al
2026 started with a mix of companies and less investment—and higher long-term interest rates in
geopolitical and trade policy response to wider fiscal deficits.
risks. Table 1: Global GDP Growth

(percent; IMF January 2026 and consensus projections)

2025E | 2026F
IME Consen- IME Consen-
sus sus
Global 33 3.3 2.9 33 2.9 3.2 2.9
us 2.8 2.1 2.1 2.4 2.2 2 2
UK 1.1 1.4 1.4 1.3 1.1 1.5 1.4
Canada 2 1.6 1.5 1.6 1.3 1.9 1.8
Euro zone| 0.9 1.4 1.4 1.3 1.2 1.4 1.4
Japan -0.2 1.1 1.2 0.7 0.8 0.6 0.8
China 5 5 4.9 4.5 4.5 4 4.3
Russia 4.3 0.6 0.8 0.8 0.9 1 1.4
Brazil 3.4 2.5 2.3 1.6 1.7 2.3 2
India 6.5 7.3 7.2 6.4 6.6 6.4 6.6
Note: Consensus forecasts are those of FocusEconomics.
We expect the US economy to For the US economy we assume growth outperforms the consensus forecast of
grow higher than the 2.2% in 2026 given pro-growth polic¥ setting{s. The US registered better
consensus forecast. growth in 2025 than many expected, helped by financial conditions, Al-related
investment and resilient consumption. The labor market has been weakening
Fig. 2: EM growth holds above 4% Fig. 3: Al-related capex gains further ($b, cafpex
(real GDP growth, %) of Amazon, Google, Meta and Microsoft)
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China’s economy continued to
be supported by trade, despite
higher US tariffs.

Europe could see stronger
growth in 2026 supported by a
rise in investment spending.

Growth in emerging markets is
expected to remain above 4%.

We forecast Brent crude to
average $63pb in 2026 and
$66pb in 2027.

Fig. 4: US and Saudi interest rates (%)

which may start to drag more on consuthion in 2026. However, fiscal policy is
set to provide more stimulus as the Big Beautiful Bill kicks in and the trend of
Al-investment looks set to continue, even as there is growing concern about an
Al bubble (Figure 3). We assume two rate cuts in 2026, although uncertainty
remains elevated over the path of Fed rates, given that inflation is still above
target and economic activity remains resilient, despite signs of labor market
softening (Figure 4).

China managed to hit its 5% growth target in 2025, according to official data,
although alternative data points to lower growth numbers. Despite higher US
tariffs, Chinese trade continued to underpin the economy. The trade surplus
reached USD 1.2trillion.

In 2026, while trade will continue to support China’s economy, we expect
downward pressure on overall growth given weaker investment trends in
response to overcapacity across a number of sectors (with the exception of the
semiconductor industry and Al-related investments). The government will take
further steps to boost consumption, but these will have ?imited impact given
weak dynamics in the labor market. The gradual strengthening of the renminbi
which ¥1as broken through the CNY7:USD1 barrier may help consumer
confidence, as might the resurgence of the stock market (Figure 5). The
propertz market, though, remains in the doldrums and household savings rates
remain high signaling caution.

Meanwhile, in Europe, growth will not be stellar but could strengthen modestly
in 2026, on stronger c?omestic demand stemmin% from a rise in investment
spending. In Q4-25 euro zone growth came in slightly stronger than expected.
Inflation “is currently on target and policy rates are stable. In Japan, on the
other hand, the tig%lt labor market is adding to inflation and the likelihood of a
further interest rate increase by the Bank of Japan.

Median growth for EMs and developing economies will remain above 4%. Asia
again will be the standout region, desl_:pite slower growth in China and India.
The growth picture across the Middle East and Africa is uneven but has bright
spots. Saudi Arabia, where we expect overall GDP growth at 4.5%, fares well in
an EM comparison.

Oil market outlook

We forecast Brent crude to average $63pb in 2026, down from an average of
$68pb in 2025, due to ample supply in the market. Risks of volatility around
this baseline mostly relate to worries about a more extreme supply glut on the
downside (price slump) and %eopolitical disruptions to oil supply on the upside
(price spike). The latter has been in evidence in February, with the Brent spot
price around $70pb on concerns over US-Iran tensions.

For 2027 we anticipate some recovery in oil prices, picking up to an average of
$66pb, as global demand continues to grow and supply additions are more
limited (Figure 6).

Beyond 2027 we expect these dynamics to support oil prices over the medium
term, especially given that OPEC's spare capacity has declined materially

Fig. 5: Dollar weakens against Renminbi (CNY:$)

8 Fed Fund target rate (upper bound) 7.4
——=SAMA Repo rate ;2
6 1 ——3m SAIBOR o
7.0
4
[
H 6.9
6.8
2 6.7
6.6
0 6.5
OO OO0 A NN TN O I mn mn wmwmww wmw wnw wmwwmwwmnw O O
T agagaqaagaoaagagaaoogag o QA g Qg g g g g
SRR E RS ESEEREERY 2 $8535553%9883585%
SsSBEASBOSBOsSA5sSASsESsS b E=<s > 22 g w0z -5 L

THE SAUDI ECONOMY IN 2026



FEBRUARY 2026

The oil market is currently
well supplied.

Oil demand is expected to
grow by 1.1Tmbpd in 2026.

More supply is expected from
Latin Ampeprica andeanada.

Geopolitics remains a wild
card and could have an
impact on the market.

following the sharp production increases in 2025. In a recent study of oil and
gas field decline rates, the IEA found that around 90% of annual upstream oil
and gas investment since 2019 has been dedicated to offsetting production
declines. This implies that, at current levels of upstream investment, supply
growth will be modest at best in the coming years.

The market is currently well supplied because OPECS8 (the eight countries that
previously cut production voluntarily) added 2.4mbpd during 2025, while
supply outside of the broader OPEC+ grouping also increased. As a result,
global inventories (including oil-on-water) have risen although there are two
nuances here: a majority of the oil-on-water represents sanctioned oil looking
for buyers and some of the inventory build consists of China adding to
strategic reserves.

In 2026 the three major agencies—OPEC, IEA and EIA—on avera%;e expect
demand growth of T.1mbpd, with OPEC the most optimistic (T.4mbpd).
Global economic growth continues to translate into higher oil demand,
especially in emerging markets.

China’s strategic inventory builds, which were a key source of demand in 2025,
will likely continue to support demand in 2026. China will be keen to take
advantage of lower prices and US actions in Venezuela, which are disrupting
China’s oil supply, reinforce the incentive for China to build its strategic
reserve.

However, global oil supply is also set to keep increasing. Forecasts for suggly
rowth from countries outside of OPEC+ range from 0.6mbpd (OPEC's
orecast) to 1.2mbpd (IEA's view). The IEA therefore sees a sizeable surplus

whereas OPEC’s numbers imply that the organization still has room to add

more barrels (Figure 7). OPEC+ decided to keep production flat in Q1-26.

However, OPEC+ may start to add more barrels gradually during the year

depending on market conditions—in particular the trend of global inventories

and prices, including the shape of the oil futures curve.

Non-OPEC+ additional supply will come largely from Latin America (Brazil,
Guyana and Argentina), alongside some growth in Canada. We expect US oil
|oroduction will plateau in 2026 after reaching a new record of 13.8mbpd in
ate 2025. Some incremental output is expected from the Gulf Of Mexico/
America, but US shale oil output might finally start to hit limits especially given
subdued prices.

While the US shale oil industry will continue to make productivity gains,
industry sources emphasize that tier-1 geology is increasingly drilled already.
Shale company strate%y has shifted to generating shareholder returns over
volume growth. In 2025 tight oil output rose by 0.13mbpd on average to
9.1mbpd, according to the EIA. The rate of growth slowed significantly from
recent years. Output from the Permian basin, which accounts for more than
60% of US shale oil output, has been flat since July.

Fig. 6: Brent crude oil price, annual average Fig. 7: ?ilbbacll?nce outlooks for 2026 diverge
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The main impact of Western
sanctions on Russia has been
on lowering refinery runs.

In 2027, the oil market
outlook starts to brighten

with weaker supply additions.

We forecast real GDP to
grow by 4.5% in 2026.

n THE SAUDI ECONOMY IN 2026

Global geopolitics remains volatile. Qil prices could rise in relation to events
that lead to disruptions of oil supply or raise the risk of supply disruptions.
However, actual disruption to oil supply was limited in 2025.

The lIsrael-Iran 12-day war in June 2025 caused the oil price to Zpike by
around $10pb. The conflict did not ultimately impact supply and prices
returned to their previous levels. This was a case of a temporary risk premium.
So far in 2026, the widespread protests in Iran and risks of US attacks on Iran
have pushed up oil prices. A US-Iran deal would lead prices lower again,
whereas a US attack that impacts supply or leads to meaningful Iranian
retaliation would push prices higher.

Western sanctions on Russia and Ukrainian drone attacks have placed some
pressure on the Russian oil sector, but have not materially impacted Russian
crude supply as yet. The main imEact has been on lowering refiner?/ runs (by
around 1mbpd). Nonetheless, Ukraine’s expanding drone capability could
disrupt Russian crude supply in the future depending on how the war evolves.
Drone damage to the CPC (Caspian Pipeline Consortium) infrastructure—
Eartly owned by Russia—reduced loadings of Kazakh crude to Europe in Q4-
5 and January 2026.

The US arrest of president Maduro in Venezuela has not had much market

impact because US actions and sanctions had alread?/ reduced Venezuelan oil

?L(J)%p| w(}jwich, at around Tmbypd, is small relative to global supply of more than
mbpd.

It should also be noted that geopolitical events could lead to lower oil prices
in cases where the global economy and trade suffer or indeed in cases which
lead to higher crude supply, for example if there was a diplomatic resolution
to the Russia-Ukraine war.

In conclusion, global supply and demand forecasts point to a comfortably
supplied market in 2026, absent g?eopolitical shocks. For 2027 the oil market
outlook starts to brighten as supply additions weaken and demand continues
to grow.

Saudi Economic Performance

Real GDP growth accelerated to 4.5% in 2025, boosted by the rebound in oil
GDP, by 5.6%, while non-oil GDP growth steadied to 4.9% and government
activities growth slowed to 0.9%.

Table 2: Real GDP shares and Growth Rates

2025 2023 2024 2025E 2026F
% Share of: % year-on-year

Overall GDP 0.5 2.6 4.5 4.5
Oil sector 26 -9.0 -4.4 5.6 6.8
Non-oil activities 56 7.0 6.0 4.9 4.4
Govt. activities 13 1.1 3.3 0.9 0.9

Agriculture 4.6 4.6 5.1 2.8 3.5

Non-oil mining 0.8 3.9 8.3 2.5 5.5

Non-oil manufacturing 19.9 4.6 5.6 4.7 4.4

Electricity, gas and water 2.9 3.5 6.7 7.1 4.5

Construction 13.4 7.5 5.0 4.1 3.5

Wholesale & retail trade 20.9 9.8 6.8 6.5 5.6

Transport & communication 9.8 7.4 4.3 4.5 3.3

Real estate activities 9.4 2.4 3.2 4.0 3.5

Finance, insurance, & bus. 11.6 8.2 10.6 6.8 5.0

Community & social services 6.7 12.3 5.9 4.8 4.5

Note: Overall GDP and main sectors in 2025 are the flash estimates. Non-oil GDP by sector for 2025 (growth
and shares) is the year-to-Q3 2025. Overall GDP in 2025 also includes net taxes.

In 2026, real GDP will again post growth of around 4.5%, with non-oil growth
of 4.4% and oil GDP almost 7% higher than in 2025 on average. Non-oil
growth is normalizing from elevated levels in recent years, as the impetus from
public sector investment stabilizes amid lower oil prices (Figure 8).
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Ongoing reforms will
continue to boost non-oil
GDP and investments.

In 2026, we expect oil GDP
to grow by 7%.

Oil GDP can be also
influenced by developments
in the gas sector.

Consumer demand
continues to be resilient,
sugported by expanding
labor market.

Tourism activity expansion
showed in number of visits
and number of new
hospitality facilities.

8: Significant expansion in non-oil GDP
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Nonetheless, these GDP growth rates compare well in an Emerging Market
comparison.

The non-oil economy is supported by ongoing reforms to improve the
investment climate and structural developments across a number of sectors,
including tourism, non-oil manufacturing, transport and logjistics, finance and
insurance, as well as renewable energy and technology. These sectors will
continue to develop in 2026.

At the same time, there will be less impetus to growth from public sector
spending, with budget spendin% flat ‘and rationalization across project
spending. Credit growth will slow but remain in high single digits as the well-
capitalized banking sector mobilises non-deposit financing.

Oil activities

Saudi Arabia added 1.1mbpd of crude production in 2025, with output
reaching 10.1mbKd in December. This is the highest level of crude
roduction since Eril 2023. This equates to an annual average of 9.5mbpd
or 2025, up by 5.5% from 2024.

In 2026, we assume crude output will remain largely stable from end-2025,

with minor additions during the year as OPEC gradually unwinds previous

ﬁroduction cuts. This still means average crude output will be close to 7%
igher than the average in 2025.

‘Oil GDP’ tends to broadly track changes in crude oil output, but can also be
influenced by the gas sector where significant investments are taking place,
notably to develop the Jafurah gas field which started to come on stream in
late 2025. Accordingly, we forecast real oil GDP growth of 7% in 2026.

In 2027, we project 2% growth in oil GDP with small additions to Saudi crude
and further gas production growth.

Non-oil activities

Wholesale & Retail, Restaurants & Hotels (20.9% of non-oil GDP) was up
by 6.5% in the year to Q3 2025, year-on-year, broadly in line with growth of
6.8% recorded in the same period in 2024. The expansion reflects resilient
consumer demand, supported by employment gains and continued progress
in the hospitality sector. Both Saudi and non-Saudi employment numbers
increased during 2025, underpinning domestic demand, with total
employment rising by 767,088 in Q1-Q3 2025, on a net basis.

Tourism activity continued to perform strongly across both religious and non-
religious segments. Umrah visitors reached 2y0.6 million in H1, up from 13.7
million in H2 2024. Non-religious tourism also remained robust, with the
number of visitors in the summer season rising by 26% year-on-year to 32
million, including domestic and international tourists. This supported a 15%
increase in tourism-related spending in the summer season year-on-year. In
general, the number of total visitors (domestic and international) reached 122
million tourist in 2025, up from 116 million in 2024, with international visitors

Fig. 9: Number of licensed hospitality facilities in
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accounting for 30 million of this total. In addition, tourism spending went up
from SAR 282b in 2024 to more than SAR 300b in 2025.

In parallel, the supply side continued to expand, with the number of licensed
hospitality facilities in the Kingdom increasin% from 4,425 at end-2024 to
5,622 by Q3 2025, according to Gastat (Figure 9).

Full-year consumer spending (POS, e-commerce & ATM cash withdrawals)
rose 10.7% year-on-year in nominal terms to SAR 1.570 trillion, beating last
year's growth of 7.%%. This has largely been driven by e-commerce, while
growth in POS spending has been weaker, at 5.8% (Figure 10).

Looking ahead, spending growth is expected to remain supported b
continued employment gains and a sustained expansion in tourism.

significant number of new hotels are set to open across the Kingdom,
including in Makkah, Riyadh (Qiddiya and Diriyah), and at the two main sites
on the Red Sea (the Red Sea project and Amaala). In addition, a wide
calendar of sports and entertainment events throughout the Kingdom is
expected to further boost hospitality activity. In this context, the Ministry of
Tourism is targeting an increase in tourism spending to SAR 351b in 2026.

Non-oil Manufacturini; (19.9% of non-oil GDP) continued to show resilient
ﬁrowth, expanding by 4.7% in the year to Q3 2025. In recent years, the sector

as faced headwinds from weaker demand from China for imported
petrochemicals, the Kingdom’s largest manufacturing sub-sector (roughly a
third of total non-oil manufacturing), reflecting China’s expansion of domestic
capacity. Meanwhile, localization efforts and rising domestic consumption
have underpinned growth, partly reflecting an import-substitution strategy to
promote domestic supply chains.

Policy measures aimed at increasing local content have played a key role in
supporting this momentum. According to the Local Content and Government
Procurement Authority, local content in final expenditure by government
procurement in the Kingdom rose from 33% in 2020 to 51% in 2025. Rising
demand for consumption goods and a large pipeline of construction projects,
has supported domestic manufacturing. As a result, demand for numerous
goods, such as construction-related items and food products, has increased,
enefiting local producers in various sectors.

This is reflected in industrial indicators. The manufacturing component of the
Index of Industrial Production (lIP) rose by 4% in 2025 (Figure 11). The
number of industrial factories exceeded 12,900, with 1,247 factories starting
production during the year. The sector has also benefited from strong
investment activity, including SAR 32.8b in non-oil export financing facilities
provided to local exporters.



