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Saudi Chartbook

Summary

Real Economy: Economic data for February continued to show a
mixed picture. The non-oil PMI rose from its lowest point on record.

Government Finance: The net monthly change to government
accounts with SAMA remained in the negative territory in February.

Money Supply: In February, year-on-year growth in the money
supply turned negative for the first time since 1994, mainly owing to
a negative contribution from demand deposits.

Bank Deposits: In February, total bank deposits posted its first year
-on-year decline in nearly twenty two years.

Bank Credit and Liquidity: Credit to the private sector remained
resilient in February. The loan-to-deposit ratio rose to 88.1, its
highest since November 2008. This led some banks to increasingly
rely on interbank lending to manage their liquidity.

Inflation: CPI edged downwards to 4.2 percent in February, down
from 4.3 percent in January.

Balance of Payments: Full balance of payments data for 2015
show that the current account deficit was $53.5 billion. FX reserves
was the main source of financing the external deficit as other
components of the financial account continued to post a net outflow.

Oil - Global: Although oil prices rose over talks of a ‘production
freeze’ during March, these gains could be lost going forward as
skepticism builds over the implementation of such a ‘freeze’, due to
the nonparticipation of Iran.

Oil - Regional: Saudi crude production in February was unchanged
month-on-month at 10.2 mbpd.

Exchange Rates: A rise in oil prices helped ease speculative
pressure on the one year US dollar/riyal forward rate during the
month.

Stock Market: Investor sentiment was lifted as global equity
markets improved and oil prices firmed around $40 per barrel.

Volumes: Value of traded volumes were flat month-on-month in
March.

Valuations: The stronger performance of the TASI during the month
saw price-to-earnings (PE) recover from two year lows.

Sectoral Performance: Ten out of 15 sectors performed positively
during March reflecting the better overall performance of the TASI.
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In February, ATM
withdrawals and POS
transactions fell by 3.4
percent, and 8 percent,
month-on-month,
respectively.

The non-oil PMI rose from a
record low in January,
reaching 54.4 in February.

Cement sales posted
record highs in both
January and February,
reaching 5.7 and 5.4 million
tons respectively.

Real Economy

Economic data for February continued to show a mixed picture. Data
on ATM withdrawals and point-of-sales (POS) transactions showed a
monthly slowdown. The non-oil PMI rose from its lowest point on
record. Cement sales were at healthy levels during the first two
months of 2016.
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Government Finance

The net monthly change to government accounts with SAMA
remained in negative territory in February. The main net withdrawal
came from the projects account, while current deposits posted a net
addition. Bank holdings of government bonds posted its fastest net
monthly increase in six months.
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Annual growth in broad
money supply was -0.9
percent in February, falling
for the first time to the
negative territory in 22
years.

A negative contribution from
demand deposits was the
main reason behind the
negative growth in money

supply.

A further slowdown has
since been observed in the
weekly money supply data
from SAMA, with annual
growth in M3 trending
further down to —1.8
percent as of mid-March.

Money Supply

In February, year-on-year growth in money supply turned negative
for the first time since 1994, mainly owing to a negative contribution
from demand deposits (see bank deposits section). Weekly money
supply data from SAMA points to a likely continuation of this trend in
March.
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Bank Deposits
In February, total bank deposits posted its first year-on-year decline
in nearly twenty two years, mainly owing to recurring deposit
withdrawals by the private sector over the past eight months. In
month-on-month terms, total government deposits fell, mainly
impacted by a net withdrawal from time and savings deposits, while
private sector deposits rose for the first time in three months.
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Bank Credit and Liquidity

Credit to the private sector remained resilient in February, rising in
both month-on-month and annual terms. As a result, the loan-to-
deposit ratio rose to 88.1, its highest since November 2008. This led
some banks to increasingly rely on interbank lending to manage their

liquidity.
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The loan-to-deposit ratio
rose to 88.1 in February, an
eight year high. We
estimate it will take between
3 to 4 months before banks
reach the new loan-to-
deposit ceiling of 90 percent
set by SAMA earlier in the
year.
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Inflation

CPI edged downward to 4.2 percent in February, down from 4.3
percent in January. Food prices remain subdued, continuing to be
impacted by the deflationary trend in international foodstuffs.
Components of the core index only saw small changes from the
previous month.

Inflation

5 mmm Other goods & services contribution (ppt)
mmm Food & beverages contribution (ppt)
mmmm Transport contribution (ppt)

mmm Housing and utilities contribution in (ppt)

CPI edged downward to 4.2 ( T\ ——General Index, % yly
percent in February. 3 - x
5 .
1]
0 . . . . . .

1 -
Feb-13 Aug-13 Feb-14 Aug-14 Feb-15 Aug-15 Feb-16

Food, Housing, Core, and Headline Inflation
(year-on-year change)

8.5 - —Headline inflation
7.5 - —Housing and utilities
6.5 - —Foo0d & beverages
. . = Core Inflation
Food prices remain ’-g 55
subdued. 8
@

£35

05 T T T 1
Feb-14 Aug-14 Feb-15 Aug-15 Feb-16
Core Inflation
16 - — Health = Transport
14 - —— Communication = Tobacco
12 -
The recent 100 percent 10 -
price increase on tobacco -
products will push inflation | € 8 7
in the segment. However, 8 6 -
we don'’t see this having a “!;’_ 4 -
major impact on overall ~ 92
inflation, given the small 0 -
weight of tobacco in the ' '
overall consumer price -2

basket (0.5 percent). -4 -
Feb-14 Aug-14 Feb-15 Aug-15 Feb-16




The current account posted
its first deficit since 1998,
reaching 8.2 percent of
GDP in 2015.

The trade surplus edged
downwards to $47.3 billion,
its lowest since 2002.

FX reserves were the main
source of financing the
Kingdom’s external deficit
during 2015, while other
components of the financial
account (including FDI and
portfolio investment)
continued to post a net
outflow. Looking ahead, we
think that structural reform
will play a key role in
attracting foreign capital,
which will reduce the
pressure on FX reserves,
particularly if oil prices
remain lower for longer.

Balance of Payments

Full balance of payments data for 2015 show that the current account
deficit was $53.5 billion (8.2 percent of GDP), $12.2 billion higher
than the preliminary estimate in the budget. FX reserves were the
main source of financing the external deficit as other components of
the financial account continued to post a net outflow.
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Both Brent and WTI rose
month-on-month.

US commercial crude
stocks rose in March...

...despite record low levels
of US oil rigs.

Oil - Global

Brent rose by 19 percent and WTI by 24 percent month-on-month as
sentiments were lifted over talks of a ‘production freeze’. A number
of OPEC countries and Russia have agreed to meet in April to
further discuss the ‘production freeze’ proposal. Meanwhile, in the
background, commercial crude stocks are still rising.
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Oil - Regional
Saudi crude production in February was virtually unchanged month-
on-month at 10.2 mbpd. Meanwhile, Iran saw some production rises
but these have been slower than initially anticipated after the lifting
of sanctions. Latest data shows that Saudi exports totaled 7.8 mbpd
in January supported by crude stock drawdown.
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Exchange Rates
A rise in oil prices helped ease speculative pressure on the one year
US dollar/riyal forward rate during the month. The euro gained in
value despite the European Central Bank (ECB) instituting further
monetary easing whilst the UK pound has not regained the losses
seen in recent months as speculation over a ‘Brexit’ remains.
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Stock Market

Investor sentiment was boosted as global equity markets improved
and oil prices firmed around $40 per barrel. This led to a second
consecutive month in rises for the TASI, the first time in over a year.
We expect further volatile trading in the month ahead as first quarter
net-income results of listed companies are released.
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Volumes

A lack of major news developments related to TASI resulted in value
of traded volumes being flat month-on-month in March. This is likely
to have contributed to elevated levels of speculative trading amongst
smaller sectors.
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Valuations
The stronger performance of the TASI during the month saw price-to
-earnings (PE) recover from two year lows. The TASI seems to be
much better value as PE has moved in-line with regional markets.
Dividend yield also improved, making the TASI a more attractive
prospect.
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Ten sectors performed
positively...

...with the top performing
sectors retreating slightly
mid-month due to profit-
taking.

The worst preforming
sectors saw volatile trading
during the month.

15

Sectoral Performance

Ten out of 15 sectors performed positively during March reflecting
the better overall performance of the TASI. With a subdued month in
terms of the traded volumes, speculative activity seems to have
driven the best and worst performers during the month.

Performance by Sector
(rebased; 29th February 2016= 100)

12
= i
c
(4]
[$) -
1
[}]
2 i
-3 -
6 -
O O v T xS o : S~ )] o= )
s 2EgPEES et E 3L
n © 7)) = T — o
882556258883« *2
T L o = e S - ® O @ ®©
o £ - + o T o S5 ie]
o g’ o © [0}
oM £ =
Best Performing Sectors
(rebased; 29th February 2016= 100)
120
= |nsurance
—Telecoms
115 +
- Real estate
110 ~
105 +
100

29-Feb 6-Mar 12-Mar 18-Mar 24-Mar 30-Mar

Worst Performing Sectors
(rebased; 29th February 2016= 100)

104
102
100
98
96
94
92 +

= Hotels = Media — Retail

90 T T T T T T
29-Feb 5-Mar 10-Mar 15-Mar 20-Mar 25-Mar 30-Mar




April 2016

16

Key Data
2009 2010 2011 2012 2013 2014 2015E 2016 F 2017 F
Nominal GDP
(SR billion) 1,609 1,976 2,511 2,752 2,791 2,827 2,450
(% billion) 429.1 526.8 669.5 734.0 744.3 753.8 653.2
(% change) -174 228 271 9.6 14 1.3 -13.3

Real GDP (% change)

Oil -80 -01 122 51 -16 21 3.1
Non-oil private sector 4.9 9.7 8.0 5.5 7.0 54 3.7
Government 6.3 7.4 8.4 5.3 5.1 3.7 3.3
Total 1.8 48 100 54 2.7 3.6 3.4

Oil indicators (average)

Brent ($/b) 61.7 79.8 1122 1124 1096 994 521
Saudi ($/b) 604 775 103.9 106.1 104.2 957 494
Production (million b/d) 8.2 8.2 9.3 9.8 9.6 9.7 10.2

Budgetary indicators (SR billion)

Government revenue 510 742 1,118 1,247 1,156 1,040 608
Government expenditure 596 654 827 873 976 1,111 975
Budget balance -87 88 291 374 180 -71 -367
(% GDP) 54 44 116 136 65 -25 -150
Domestic debt 225 167 135 99 60 44 142
(% GDP) 140 85 54 3.6 2.2 1.6 5.8

Monetary indicators (average)
Inflation (% change) 4.1 3.8 3.7 29 3.5 2.7 2.2

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 166.9 2152 317.6 337.5 322.0 2852 155.3
Total export revenues 192.3 251.1 364.7 3884 3759 3425 2023
Imports 87.1 974 120.0 141.8 153.3 158.5 155.0
Trade balance 105.2 153.7 2447 246.6 222.6 184.0 47.3
Current account balance 21.0 66.8 1585 164.8 1354 738 -53.5
(% GDP) 49 127 237 224 182 938 -8.2
Official reserve assets 410.1 4451 5440 656.6 725.7 7324 611.9

Social and demographic indicators

Population (million) 267 276 284 292 300 308 315
Saudi unemployment (15+, %) 105 105 124 121 1.7 117 115
GDP per capita ($) 16,095 19,113 23,594 25,139 24,816 24,499 20,723

Sources: Jadwa Investment forecasts for 2016, and 2017. Saudi Arabian Monetary Agency for GDP, monetary and external trade
indicators. Ministry of Finance for budgetary indicators. General Authority for Statistics and Jadwa 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.




