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Executive Summary and Review 

Executive Summary 

The key highlights of the Q2 2018 Budget are 

 Saudi Arabia narrowed its budget deficit in Q2 2018 to SAR 7.36 bn, compared to SAR 

34.33 bn in Q1 2018 and SAR 46.52 bn in Q2 2017. The overall deficit in H1 2018 (SAR 41.69 

bn) accounts for just 21% of the total budgeted deficit for FY 2018. 

 The deficit in Q2 reduced 84% on YoY basis and 79% on QoQ basis, mainly due to 

increase in oil revenue.  

 Total revenue rose 67% YoY to SAR 273.6 bn, with oil revenue increasing 82% YoY to SAR 

184.2 bn. 

 Total expenditure increased 34% YoY to SAR 280.9 bn, mainly due increased expenditure 

on employee compensation, goods and services and social benefits.  

 In terms of budget allocation, Economic Resources and Infrastructure & Transportation 

remain the most underspent sectors, with only 15% and 22% of the total annual 

budgeted expenditure utilized in H1 2018.  

 The deficit for Q2 was mainly financed through borrowing amounting to SAR 12.1 bn. The 

Kingdom’s public debt rose to SAR 536.9 bn (USD 143 bn) in H1 2018 compared to SAR 

443.3 bn (USD 118 bn) at the end of 2017.  

 Total debt issuance in H1 2018 increased to USD 25.0 bn, compared to USD 21.5 bn in FY 

2017 and USD 17.5 bn in FY 2016.  

 Debt to GDP ratio stands at 21% currently, which is on the lower side considering other 

GCC nations and Emerging Markets peers, and also well below the cap of 30% the 

government has put according to fiscal rebalancing program.  

 We believe Saudi Arabia is on track to meet its full-year deficit target of SAR 195 bn, 

provided there are no major deviations in expenditure from the current trend. The fiscal 

deficit target equals 7.3% of 2018E GDP. 

Q2 2018 Budget Review 

Oil revenues increase 82% YoY mainly due to increased prices  

Oil revenues amounted to SAR 184.2 bn in Q2 2018, constituting 67% of the total Q2 revenue. 

Oil revenues surged 82.4% YoY and 61.6% QoQ, due to increased prices and production 

volumes. Brent crude prices averaged USD 75.0/barrel in Q2 2018, compared to USD 

67.2/barrel in Q1 2018, and USD 50.8/barrel in Q2 2017. Saudi Arabia started to increase its oil 

production during Q2 2018 after completing the required production cuts as per OPEC deal, 

with the daily average oil production amounting to 10.1 million barrels per day (mbpd) in Q2 

2018, compared to 9.9 mbpd during Q1 2018, and 10.0mbpd during Q2 2017.  

Non-Oil revenues increase 42% YoY and 71% QoQ 

Non-oil revenues surged 42% YoY mainly due to additional levying of Value Added Tax (VAT) 

on goods and services. Total non-oil revenue during the quarter was SAR 89.4 bn, 

accounting for 33% of the total Q2 revenue. Tax collection on goods and services increased 

to SAR 29.7 bn in Q2 compared to SAR 8.1 bn during Q1 2018. Non-oil revenue increased by 

71% over the previous quarter, mainly due to significantly higher revenue from other taxes 
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(mainly consisting of corporate zakat) and revenue from other sources (consisting of 

revenues from other public government units, administrative fees, fines, etc.) as well as 31% 

increase in tax collection on goods and services (mainly consisting of VAT). 

Table 1: Revenue sources 

 

Revenues (SAR bn) Q2 2018 Q2 2017 Q1 2018 %YoY % QoQ 

Oil revenues 184.2 101.0 113.9 82.4 61.6 

Non-oil revenues 89.4 62.9 52.3 42.1 70.9 

a. Tax on income, profit, capital 6.6 7.2 2.5 -7.7 169.0 

b. Tax on goods and services 29.7 8.1 22.7 267.9 31.3 

c. Tax on trade and transactions 3.4 4.9 3.8 -30.9 -9.9 

d. Other taxes 12.0 10.6 3.2 13.0 278.6 

e. Other revenues 37.7 32.1 20.2 17.3 86.0 

Total 273.6 163.9 166.3 66.9 64.6 

Source: Ministry of Finance 

 

 

Figure 1: H1 2018 Revenues vs. H1 2017 Revenues (SAR bn) 

 
Source: Ministry of Finance 

 

Expenditure rises 34% YoY and 40% QoQ in Q2 2018 

Expenditure during Q2 2018 rose by 34% YoY and 40% QoQ to SAR 280.9 bn. This increase in 

expenditure was a result of increased government spending on employee compensation, 

goods and services, social benefits and capital assets (non-financial assets) on both YoY and 

sequential basis. Although employee compensation increased 27% YoY and 16% QoQ to 

SAR 130.8 bn, its share in total expenditure decreased to 47% in Q2 2018, compared to 49% in 

Q2 2017 and 56% in Q1 2018. The increased expenditure was more than offset by increase in 
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revenue, thereby resulting in smaller fiscal deficit. 

Table 2: Expenditure distribution 

 

Expenditures (SAR bn) Q2 2018 Q2 2017 Q1 2018 %YoY % QoQ 

Employee compensation 130.8 102.8 112.9 27.3 15.9 

Goods and services 43.3 27.2 10.2 59.1 323.3 

Financing expenditure 1.5 3.0 4.1 -49.4 -63.2 

Subsidies 4.2 1.1 3.0 272.8 41.4 

Grants 1.6 0.6 0.0 153.9 5316.7 

Social benefits 25.4 16.6 18.8 53.1 35.2 

Other expenses 25.9 25.8 25.5 0.6 1.6 

Non-financial assets 48.1 33.3 26.0 44.6 85.2 

Total 280.9 210.4 200.6 33.5 40.1 

Source: Ministry of Finance 

 

 

Figure 2: H1 2018 Expenditure vs. H1 2017 Expenditure (SAR bn) 

 
Source: Ministry of Finance 

 

H1 2018 expenditure well in line with FY 2018 budget 
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respectively. Expenditure on general items was SAR 74.3 bn in H1, which was 83% of its 

annual budgetary allocation. Economic Resources and Infrastructure & Transportation 

remain the most underspent sectors, with only 15% and 22% of the total annual budgeted 

expenditure utilized in H1 2018. 

Figure 3: Sector wise expenditure distribution:  H1 2018 vs. H1 2017 (SAR bn) 

 
Source: Ministry of Finance 

 

Figure 4: H1 2018 Sector wise expenditure:  Actual vs Budgeted for FY 2018 (%) 

 
Source: Ministry of Finance 
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Saudi Arabia increases debt issuance in H1 2018 

 

The fiscal deficit for Q2 2018 was mainly financed through borrowing of SAR 12.1 bn during 

the quarter. The Kingdom increased its debt issuance during 2018, with total debt raised in 

H1 2018 amounting to SAR 93.7 bn (USD 25.0 bn), compared to USD 21.5 bn raised in FY 2017 

and USD 17.5 bn raised in FY 2016. During the first half of 2018, Saudi Arabia raised domestic 

debt of SAR 30.0 bn and external debt of SAR 63.7 bn. Overall public debt rose to SAR 536.9 

bn (USD 143 bn) at the end of H1 2018 compared to SAR 443.3 bn (USD 118 bn) at the end of 

2017. The debt to GDP ratio is currently at 21%, which is on the lower side considering other 

GCC nations and Emerging Markets peers, and also well below the cap of 30% the 

government has put according to fiscal rebalancing program. The government certainly has 

enough room for further debt issuance during the second half of 2018. Therefore we expect 

that deficit financing would continue through the issuance of debt.  

H1 2018 budget deficit well in line to meet FY 2018 target; Government has leverage to 

further support the economy 

 

The fiscal deficit for H1 2018 stood at SAR 41.69 bn, which is 21% of the full-year target of SAR 

195 bn. The full-year target appears to be achievable if the current trend of expenditure and 

revenues continues in subsequent quarters. More importantly, higher oil revenues have 

provided the government with ability to increase expenditure to further support the 

economy, if required, while still achieving its fiscal deficit target for the year. 

 

 



 

 

Disclaimer  

The information contained in this document is confidential and is solely for use of those persons to 

whom it is addressed and may not be reproduced, further distributed to any other person or published, 

in whole or in part, for any purpose. 

This document is based on data sources that are publicly available and are thought to be reliable. 

MEFIC Capital may not have verified all of this information with third parties. Neither MEFIC Capital nor 

its advisors, directors or employees can guarantee the accuracy, reasonableness or completeness of 

the information received from any sources consulted for this publication, and neither MEFIC Capital nor 

its advisors, directors or employees accepts any liability whatsoever (in negligence or otherwise) for any 

loss howsoever arising from any use of this document or its contents or otherwise arising in connection 

with this document. 

Further, this document is not an offer to buy or sell any security, commodity or currency. This document 

does not provide individually tailored investment advice. It has been prepared without regard to the 

individual financial circumstances and objectives of persons who receive it. The appropriateness of a 

particular investment or currency will depend on an investor's individual circumstances and objectives. 

The investments referred to in this document may not be suitable for all investors. 

This document is not to be relied upon and should not be used in substitution for the exercise of 

independent judgment. 

This document may contain certain statements, estimates, and projections with respect to the 

anticipated future performance of securities, commodities or currencies suggested. Such statements, 

estimates, and projections are based on information that we consider reliable and may reflect various 

assumptions made concerning anticipated economic developments, which have not been 

independently verified and may or may not prove correct. No representation or warranty is made as to 

the accuracy of such statements, estimates, and projections or as to its fitness for the purpose intended 

and it should not be relied upon as such. 

Opinions expressed are our current opinions as of the date appearing on this material only and may 

change without notice.  

Disclaimer: This report has been prepared and issued by MEFIC Capital a CMA, Saudi Arabia 

regulated entity. This Report is intended to be circulated for general information only. The information 

and statistical data herein have been obtained from sources we believe to be reliable but in no way 

are warranted by us as to its accuracy or completeness. For further information, please contact at 

Email: investmentresearch@mefic.com.sa 

 




