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Summary

Real Economy: Economic data for February showed a mixed
picture in economic activity. Cash withdrawals from ATMs and POS
transactions showed a downward trend but non-oil PMI was up.

Government Finance: In February, the net monthly change to
government accounts with SAMA came out negative, falling by SR15
billion. Domestic bank holdings of government bonds were minimal
in February, and are expected to remain as such in the month
ahead.

SAMA Foreign Reserve Assets: SAMA FX reserves fell to $514
billion in February, the lowest since August 2011. In month-on-month
terms, reserves fell by $10 billion.

Bank Lending and Deposits: The combination of falling deposits
and marginal rise in credit led to an increase in the loan-to-deposit
ratio to 88 percent.

Balance of Payments: Full year 2016 data showed the Kingdom’s
current account improved from -$57 billion in 2015 to -$25 billion in
2016, mainly owing to a fall in imports.

Inflation: In February, deflation continued for the second
consecutive month to reach -0.1 percent, up from -0.4 percent in

) January.
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Real Economy

Economic data for February showed a mixed picture in economic
activity. Cash withdrawals from ATMs and POS transactions showed
a downward trend. Non-oil PMI edged upwards for the fourth
consecutive month. Meanwhile, subdued activity in the construction
sector led to the lowest cement sales in the month of February for at
least the last four years.

Indicators of Consumer Spending
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Subdued activity in the
construction sector led to
the lowest cement sales in
the month of February for at
least the last four years.
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Government Finance

In February, the net monthly change to government accounts with
SAMA came out negative, falling by SR15 billion. This decline was
mainly due to a net withdrawal from government current deposits.
Meanwhile, banks net holdings of government bonds showed
minimal change month-on-month.
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Domestic bank holdings of
government bonds were
minimal in February, and
are expected to remain as
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as local media sources
reported that the
government will not issue
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SAMA FX reserves fell to
$514 billion in February, the
lowest since August 2011...

...with the rate of decline,
on a monthly basis, only
marginally lower than
January.

A breakdown of FX reserve
assets shows the recent
trend in rebound in the
share of foreign securities,
as the pace of withdrawals
from bank deposits abroad
continues.

SAMA Foreign Reserve Assets

SAMA FX reserves fell to $514 billion in February, the lowest since
August 2011. In month-on-month terms, reserves fell by $10 billion.
Looking ahead, any new international sovereign bond, or indeed
Sukuk issuance, should alleviate the pressure on FX reserve
withdrawals.
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There was no change in
month-on-month growth in
bank credit to the private
sector...

...whilst total bank deposits
were down SR14 billion,
month-on-month.

The combination of falling
deposits and marginal rise
in credit led to an increase
in the loan-to-deposit ratio
to 88 percent.
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Bank Lending and Deposits

Year-on-year growth in bank credit to the private sector was up very
marginally in February, by 0.3 percent, the lowest rise since
December 2009, with no change on a month-on-month basis. Total
bank deposits were down SR14 billion, month-on-month, for the third
consecutive month. The combination of falling deposits and marginal
rise in credit led to an increase in the loan-to-deposit ratio to 88.
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Balance of Payments

2016 data showed smaller current account deficit at $25 billion (3.9
percent of GDP). This was mainly due to a notable decline in goods
imported. Meanwhile, the international sovereign bond issuance
towards the end of 2016 led to a notable improvement in financial
inflows, causing the deficit in the non-reserve financial account to
shrink to its lowest level in four years.
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Inflation

In February, deflation continued for the second consecutive month to
reach -0.1 percent, up from -0.4 percent in January. Foodstuffs
recorded a lower year on year deflation by - 3.4 percent, from - 4.2
percent in January. Housing and utilities saw a slight growth in
inflation recording 1.4 percent. This increase was solely driven by
rental for housing, which increased by 2.1 percent.

Inflation
(year-on-year change)

Deflation slowed to -0.1
percent in February, from
-0.4, reversing an eleven-
month decline.
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Brent was down 6 percent
and WTI 8 percent month-
on-month in March.

Secondary sources data
showed strong compliance
by OPEC producers in
February...

...however, US commercial
crude stocks continued to
increase, maintaining
pressure on oil prices in
March.

Oil - Global

Even though OPEC producers continued with a high level
compliance to previously agreed cuts in production, Brent and WTI
showed a dramatic month-on-month dip of 6 percent and 8 percent,
respectively, in March. This fall in prices was triggered by rising
levels of US commercial crude inventories which remained at
recorded levels of 533 million barrels.

QOil Prices
70 -
— Brent
60 - e \\/ T
— — OPEC basket
Q
£ 50
©
2
8 40 -
i
30 -
20 T T T T
Mar-15 Sep-15 Mar-16 Sep-16 Mar-17
OPEC Production
(secondary sources: February 2017)
34 -
7
S 33 -
@
o
n 32 -
[
3 31 -
c
2
'g 30
29
Feb-15 Aug-15 Feb-16 Aug-16 Feb-17
US Commercial Crude Qil Stocks
(million barrels)
550 -
500 -
m i
@ 450
8 400 -
c
2 350 -
£ 300 -
250 -
200 T T T T
Mar-00 Mar-04 Mar-08 Mar-12 Mar-16




April 2017

Saudi crude production
rebounded in February to
10 mbpd, but still remains
within the limits agreed
OPEC deal...

...meanwhile, Russia crude
production remained
unchanged at 11.1 mbpd,
although the Russian
government has said it
plans to comply with its
commitment.

Latest data for January
2017 shows that a
combination of improved
energy efficiency, higher
gas usage and subdued
economic activity led the
lowest consumption in
crude oil (for generating
electricity) in the Kingdom
in almost 12 years.

Oil - Regional

Saudi oil production increased in February to reach 10 mbpd, up
from 9.7 mbpd in January. Meanwhile, Russian oil production
remained unchanged month-on-month, at 11.1 mbpd in February.
The Russian government has reassured the industry that it will reach
stated production cuts by April.
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The US dollar saw losses
against most major
currencies...

...meanwhile, the UK
Pound held onto its monthly
gains against the US Dollar
despite triggering the formal
process of leaving the
European Union.

The US dollar/ Saudi riyal
one year forward rate
continued to trend
downwards.
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Exchange Rates

Despite the US Federal Reserve raising Funds Rate from 0.75 to 1
percent, the US Dollar saw losses against most currencies in March,
as doubts grew over the government’s ability to implement fiscal
stimulus as planned. Meanwhile, the UK Pound saw monthly gains
despite the UK formally triggering the process to leave Europe.
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TASI recorded declines
throughout March, but most
of these declines were
reversed due to a rally
towards the end of the
month...

...Nomu also seemed to
benefit from improved
sentiment.

TASI outperformed most
regional benchmarks.

11

Stock Market

TASI recorded declines throughout March, but these declines were
reversed due to a rally towards the end of the month in-line with
improving sentiments as oil prices recovered slightly. As a result,
TASI outperformed most regional benchmarks. Meanwhile, Nomu
also seemed to benefit from improved sentiment as its reversed
losses towards the end of the month.
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Valuations

TASI’s price-to-earnings (PE) dropped marginally from 17.2 in
February to 17.1 in March, although it remains above the two year
average. PE is in line with regional and emerging market
benchmarks. Dividend yield remains average but also is in-line with
regional and emerging markets.
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Key Data
2010 2011 2012 2013 2014 2015 2016E 2017F 2018F
Nominal GDP
(SR billion) 1,976 2,511 2,760 2,800 2,836 2,444 2,399
($ billion) 527 670 736 747 756 652 640
(% change) 228 271 99 15 13 -138 -1.9

Real GDP (% change)

Oil 01 122 51 -1.6 21 527 34
Non-oil private sector 9.7 8.0 6.5 6.9 55 3.4 0.1
Government 7.4 8.4 5.3 5.1 37 272 05
Total 48 100 57 2.7 3.7 411 1.4

Oil indicators (average)

Brent ($/b) 79.8 1122 1124 1096 994 521 432
Saudi ($/b) 775 103.9 106.1 104.2 957 494 406
Production (million b/d) 8.2 9.3 9.8 9.6 9.7 102 104

Budgetary indicators (SR billion)

Government revenue 742 1,118 1,247 1,156 1,044 616 528
Government expenditure 654 827 873 976 1,110 978 930
Budget balance 88 291 374 180 -66 -362 -402
(% GDP) 44 116 136 64 2.3 -148 -16.8
Gross public debt 167 135 99 60 44 142 317
(% GDP) 8.5 5.4 3.6 2.1 1.6 58 13.2

Monetary indicators (average)
Inflation (% change) 3.8 3.7 29 3.5 2.7 2.2 3.5

SAMA base lending rate (%, year end) 2.0 2.0 2.0 20 2.0 2.0 2.0

External trade indicators ($ billion)

Qil export revenues 215 318 337 322 285 157 131
Total export revenues 251 365 388 376 342 204 181
Imports 97 120 142 153 158 159 145
Trade balance 154 245 247 223 184 44 36
Current account balance 67 159 165 135 74 -57 -51
(% GDP) 127 237 224 18.1 98 -87 -8.0
Official reserve assets 445 544 657 726 732 616 523

Social and demographic indicators

Population (million) 274 282 289 296 303 310 317
Saudi unemployment (15+, %) 105 124 124 117 117 115 120
GDP per capita ($) 19,211 23,766 25,471 25,223 24,962 21,014 20,150

Sources: Jadwa Investment forecasts for 2017, and 2018. Saudi Arabian Monetary Authority for GDP, monetary and external
trade indicators. Ministry of Finance for budgetary indicators. General Authority for Statistics and Jadwa Investment estimates for
oil, social and demographic indicators.
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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
Jadwa Investment.

The data contained in this research is sourced from Reuters, Bloomberg, The World
Bank, Tadawul and national statistical sources unless otherwise stated.

Jadwa Investment makes its best effort to ensure that the content in the Publication is
accurate and up to date at all times. Jadwa Investment 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 contain 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.




