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Growth Rebound to be Expected in H2 2026

B In Q2 2026, flash estimates show a contraction of Saudi GDP by 4.8%yoy,
primarily reflecting major oil output cuts, which translated into negative
oil sector growth of -24.7%yoy. Meanwhile, growth in non-oil activities also
slowed, but remained in expansion territory at 0.6%yoy.

B This slowdown was mainly caused by the regional geopolitical conflict.
However, recent readings of non-oil business climate indicators already
point towards a recovery in H2 2026. We, therefore, expect non-oil activi-
ties to expand by 2.8% in 2026 and 4.8% in 2027 (see graphic below).

B The Saudi budget deficit narrowed to 34bln SAR in Q2 2026, the smallest
deficit since Q3 2024. This was primarily due to substantially higher fiscal
revenues (+12%), in particular oil revenues, which jumped by 22%yoy. Fis-
cal expenditures, meanwhile, rose at a gradually slower pace of 11%yoy.

B  Following a record increase of around 200bIn SAR in less than six months
to March 2026, SAMA’s official reserves have remained elevated. The
strong rise was supported by a current account surplus and increased for-

ULl eign borrowing, with reserves stabilizing at approx. 1,850bln SAR in Q2.

(€01 D - . . .
B Saudi crude output and exports showed clear signs of recovery in June.

Monetary Aggregates, Credit Crude production expanded from a low of 6.3mbd to 7.1mbd, while crude
and Commercial Banks' exports rose from 3.4mbd to 4.0mbd.
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B Since February of this year, a notable steepening of the SAR yield curve

Fiscal Balance and could be observed. While short-term rates remained largely unchanged,
Government Debt................. the 5Y SAR sovereign sukuk yield and 5Y SAR swap rates increased by
about 60bp and 80bp, respectively.

Private Spending Indicators
and Non-Qil Business

Climate
Business Climate Starting to Recover in Q2 2026
Cement Sector and Non-oil 75.0 Purchasing Manager Indices
Exports and Imports............... provide timely indications of
70.0 business conditions based on
+ q monthly company surveys. In
Inflation Indicators ...........cu.... 6s 0 Saudi Arabia, the survey covers

around 400 firms within the

Real Estate Market ............... 60.0 non-oil economy. Index read-
ings above 50 indicate expan-

0il Market Statistics.... 55.0 -I\ ,—\/\/\ sion and below 50 contraction.
\ ‘ Vs Following the outbreak of the

. 50.0 r geopolitical conflict, the PMI
Foreign Exchange and KSA Composite fell to 48.8 in

Credit Spread...........ccucceene. 45.0 March before recovering to
53.1 most recently in July. PMI
New Orders showed an even

Saudi Balance 40.0 -
stronger rebound, rising from
Of PAQyments ........c.cumcmenn. . 452 to 546. This recovery,
’ which started in Q2 and con-
Saudi Equity Market ........... 200 tinued into Q3, suggests that
the Saudi non-oil economy
Saudi Economic 0’\\(\ 6\\\’% 6\\\9 o’\\q’o 6\\”& 6\\,1,'» 6\\'1:: o’\\v 6\\,@ 6\\’]3, should regain growth momen-

tum in the coming months.

Slidarels B Purchasing Manager Index Composite

Purchasing Manager Index New Orders

source: S&P Global, RC
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Gross Domestic Product (GDP) by Main Economic Activities

Figure 1:
GDP Overall Economy
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Figure 3:
GDP Non-0il Activities
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Flash estimates show that Saudi GDP contracted by
4.8%yoy in Q2 2026. This was primarily the result of sub-
stantial oil output cuts since spring due to the regional
conflict, which translated into a 24.7%yoy contraction in

Figure 2:
GDP Oil Activities
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Figure 4:
GDP Government Activities
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the oil sector. Meanwhile, growth in non-oil activities
also slowed in Q2 2026, but remained in expansion terri-
tory at 0.6%yoy. Finally, government activities, which
represent about 13% of total GDP, expanded by 0.9%yoy
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Monetary Aggregates, Credit and Commercial Banks’ Deposits

Figure 1:

Growth Rate Monetary Base and Money Supply M1
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Figure 3:
Growth of Credit to the Private Sector
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The shift from demand deposits to time&savings depos-
its, which was already observed previously, has most
recently become even more pronounced. As a result, the
narrowly defined money supply M1 contracted in June by

Figure 2:
Growth Rate Money Supply M2 and M3
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Figure 4:
Growth of Commercial Banks’ Deposits
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2.5%yoy, while the broader money supply aggregates M2
and M3 grew by a solid 8.2%yoy and 8.4%yoy, respective-
ly. Meanwhile, overall deposit growth (8.9%yoy) contin-
ued to outpace credit growth (6.8%yoy) in June.

Page 3



dulall yalapl
Riyad Capital

Saudi Economic Chartbook
Third Quarter 2026

Commercial Banks Key Ratios
Figure 1:
Private Sector Loan-Deposit-Ratio
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Figure 3:
Foreign Assets to Total Assets Ratio
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During Q2 2026, the private sector loan-to-deposit ratio
(LDR) stabilized at around 104%, down from a peak of
108% at the end of last year. Similarly, the public sector
LDR remained broadly stable at 29.5-30%. With credit

Figure 2:
Government Sector Loan-Deposit-Ratio
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Figure 4:

Excess Liquidity to Total Assets Ratio
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growth moderating below deposit growth, commercial
banks’ need for foreign funding has also diminished,
resulting in net foreign liabilities stabilizing at approxi-
mately 4.5% of total banks’ assets during Q2 2026.
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SAMA Balance Sheet and Government Deposits
Figure 1: Figure 2:
Foreign Currency Reserves at SAMA Government Deposits at SAMA
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Figure 3: Figure 4:
Breakdown of Foreign Currency Reserves at SAMA Government Deposits at Commercial Banks
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A combination of a current account surplus and in-
creased foreign borrowing in Q1 2026 contributed to a
record rise in SAMA’s official reserves. Between October
2025 and March 2026, reserves increased by around 200

B Governmentand gov |nst|tut|ons deposits at com-
mercial banks, in bln SAR, |

I Monthly change, in bln SAR, r.h.sc.

source: SAMA
bin SAR, before stabilizing at approx. 1,850 bln SAR in
Q2. As the H1 2026 budget deficit was financed entirely
through borrowing, government deposits remained
broadly stable at around 430 bln SAR during this period.
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Quarterly Fiscal Balance and Outstanding Government Debt

Figure 1:
Quarterly Fiscal Revenues (in bin SAR)

[a) ‘—‘N)HMH
S 53 3 & 3 & g o O

2020 2021 2022 2023 2024 2025 2026

400

350
30
25

o

o

20

o

15 II
10
5
(o]
—
(&)

B Oil revenues

o

o

o

[}

B Non-oil revenues

source: MoF

Figure 3:
Quarterly Fiscal Deficit/Surplus (in bin SAR)
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Fiscal revenues increased significantly in Q2 2026, both
compared to Q1 (+30%) and Q2 2025 (+12%). This was
primarily driven by a sharp increase in oil revenues (+22%
yoy), while non-oil revenues also edged higher (+3% yoy).

Figure 2:
Quarterly Fiscal Expenditure (in bin SAR)
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Figure 4:
Outstanding Government Debt (End of Quarter)
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Fiscal expenditures, meanwhile, rose at a somewhat
slower pace of 11% yoy and were even slightly lower than
in Q1 2026. As a result, the budget deficit narrowed to
34 bln SAR in Q2 2026, its lowest level since Q3 2024.
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Figure 1: Figure 2:
Private Spending Indicator Consumer Sentiment Indicator
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Figure 3:
PMI Composite and PMI Employment Index
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Consumer spending rose by 6.1% yoy in June 2026, be-
low its five-year average of 7.3%. Meanwhile, PMI indica-
tors rebounded markedly from their March lows follow-
ing the outbreak of the regional conflict. The Composite

M Refinitiv IPSOS Saudi primary consumer sentiment index

source: Refinitiv

Figure 4:
PMI New Orders and PMI New Export Orders
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index recovered from 48.8 in March to 53.1 in July, while
New Orders rose from 45.2 to 54.6. New Export Orders
also recovered from 33.6 to 42.1, but remain below the
50 threshold separating expansion from contraction.
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Cement Sector and Non-oil Exports and Imports
Figure 1: Figure 2:
Cement Production Cement Inventories
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Figure 3:

Non-0il Merchandise Exports
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Following a decline in cement production in Q1 2026,
activity stabilized in the second quarter, recording mar-
ginal growth of 0.9%yoy. Meanwhile, the geopolitical con-
flict has left its mark on foreign trade, with exports de-

B Cementinventories, in 1000 tons, 3MMA, l.h.sc.
B %-change yoy, 3MMA, r.h.sc

source: Yamama Cement

Figure 4:
Merchandise Imports
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clining notably since February. In May, exports fell by 26%
yoy, while the 3-month average decline reached 12%yoy.
Imports also weakened significantly, falling by 20%yoy in
May and by 14%yoy on a 3-month average basis.
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Consumer Price Inflation
Figure 1: Figure 2:
Consumer Price Inflation All Items CPI Inflation Food & Housing
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Figure 3:
CPI Inflation Restaurants & Transportation
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CPI inflation remained subdued since the beginning of
the year around 1.8%yoy, which also corresponds to the
most recent reading in July, a marginal increase by 0.1%
yoy against the previous month. After having sustaina-

B CPlinflation, sub-index Food and beverages, % yoy

I CPlinflation, sub-index Housing, water, electricity, gas
and other fuels, % yoy

source: GASTAT

Figure 4:
CPI Inflation by Main Categories July 2026
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bly declined from above 7% to below 4% in the last two
years, Housing inflation picked up again from 3.5%yoy in
June to 4.2%yoy in July. Meanwhile, Food&Beverages re-
mained largely unchanged at 1.6%yoy since end of 2025.
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Real Estate Market: Transaction Activity

Figure 1:
Real Estate Transactions Total %yoy
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Figure 3:
Real Estate Transactions Commercial %yoy
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In Q2 2026, real estate transactions continued to de-
cline, although at -28%yoy the decrease was less pro-
nounced than the -61%yoy recorded in Q1. This decline
was mainly driven by a significant reduction in transac-

Figure 2:
Real Estate Transactions Residential %yoy
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Figure 4:
Breakdown of Transaction Value by Regions (Q2 2026)

M Riyadh Region
I Makkah Region

Eastern Region

B All Other Regions

source: MQJ, RC
tions in the Central Region, whose share of nationwide
transactions has fallen from 53% to 15% over the past
two years. In contrast, the Western Region’s share in-
creased notably from 23% to 42% over the same period
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Real Estate Market: Price Indices
Figure 1: Figure 2:
General Real Estate Index Residential Real Estate Index
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Figure 3:
Commercial Real Estate Index
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Following a pronounced consolidation phase since mid-
2025, real estate prices rebounded notably in Q2 2026,
rising by 2.9%qoq and 1.2%yoy. The price recovery was
primarily driven by a corresponding improvement in the
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Figure 4:
Real Estate Price Indices Main Regions (%yoy)
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residential segment. Geographically, the increase was
largely attributable to the Riyadh Region, where property
prices rose by 4%yoy in Q2 2026 despite a continued
decline in real estate transaction volumes in this region.
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Oil Market Statistics: Production, Exports, Refinery and Prices

Figure 1:
Saudi Crude Oil Production and Exports
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Figure 3:
OPEC Crude Output
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By June, there were clear signs of a recovery in Saudi oil
output and exports. Following the sharp cuts triggered
by the geopolitical conflict earlier in the year, crude pro-
duction increased from a low of 6.3mbd to 7.1mbd in

Figure 2:
Saudi Crude Refinery Output and Exports
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Figure 4:
Oil Prices
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June, while crude exports recovered from 3.4mbd to
4.0mbd. Meanwhile, oil prices have experienced sub-
stantial volatility over the past six months and have
most recently been trading in a range of USD 80-95.
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Foreign Exchange and KSA Credit Spread

Figure 1:
12-Months Forward Exchange Rate USD/SAR
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Figure 3:
KSA USD Bond Yield Spread to US Treasuries
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With the narrowing of the corresponding interest rate
differential since the beginning of the year, the USD/
SAR 12M forward premium has also notably decreased
by about 0.6%. Since its peak at the beginning of 2025,

Figure 2:

SAR Nominal and Real Effective Exchange Rate
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source: Bloomberg, JP Morgan

Figure 4:
KSA CDS Spread
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the SAR nominal effective exchange rate has depreciat-
ed by 5% and the SAR real effective exchange rate by 7%.
Finally, Saudi sovereign risk premia have largely normal-
ized despite current geopolitical tensions.
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Short-term, Long-term and Official Interest Rates

Figure 1:
3-Months SAIBOR vs. USD 3M Term SOFR

7.00
6.00
5.00
4.00
3.00

2.00

0.00
08/20 08/21 08/22 08/23 08/24 08/25 08/26

B 3-month SAIBOR (Saudi Interbank Offered Rate)
M 3-month Term SOFR (Secured Overnight Financing Rate)

source: Bloomberg

Figure 3:
5-Year KSA SAR Sukuk vs. USD Bond Yield
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While short-term interest rates have remained largely
stable since February of this year, long-term rates have
increased notably. This is mainly attributable to higher
inflation expectations amid rising energy prices and the

Figure 2:
5-Year Swap Rate SAR vs. USD
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Figure 4:

Central Bank Rate and 3-Months SAIBOR
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source: Bloomberg
prospect of potential interest rate hikes by the Federal
Reserve. Yields on 5-year KSA SAR- and USD-
denominated Sukuk, as well as 5-year SAR and USD
swap rates, rose by around 60-80 bp over this period.
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Saudi Balance of Payments

Figure 1:
Current Account Balance
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Figure 3:
Financial Account Balance
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For the first time after almost two years, the current
account recorded again a surplus of 15 bin SAR in Q1
2026. This was mainly due to a substantial trade surplus
and a notably reduced deficit of the services balance.. At

Figure 2:
Foreign Direct Investments
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Figure 4:
Contribution to Balance of Payments
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the same time, the financial account also showed a sig-
nificant surplus, primarily attributable to increased for-
eign borrowing. Overall, this led to a record quarterly
increase in SAMA's foreign reserves of 137 bin SAR.
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Tadawul: Saudi Equity Market Statistics

Figure 1:
Tadawul All-Share Index
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source: Bloomberg

Figure 3:
Monthly Net Purchase by Ownership (in bin SAR)
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Since reaching a peak of nearly 11,600 in mid-April, mar-
ket index TASI lost about 7% by mid-August. Domestic
private investors were the primary sellers, while foreign
investors were net buyers during this period. Trading

Figure 2:
Tadawul Average Daily Traded Value
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Figure 4:
Monthly Net Purchase by Ownership (in bin SAR)
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volumes also decreased from an average daily traded
value of 5.7 bln SAR in April to less than 4.0 bin SAR in
July. The lower trading volume in the summer months
may also be due to seasonal reasons related to holidays.
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Tadawul: Saudi Equity Market Statistics
Figure 1: Figure 2:
Performance TASI Sectors July 2026 YTD Quarterly Earnings TASI
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Figure 3:
Valuation TASI: PE-Ratio Trailing
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The market index TASI recorded a positive total return of
3.3% until July 2026YTD. The best-performing sector
was energy (which essentially means Aramco) with
14.1% on the back of rising oil prices. At the bottom-end
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Figure 4:
Valuation TASI: PE-Ratio Forward
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of the performance table is still the media sector with a
return of -45.2% Meanwhile, trailing and forward valua-
tion metrics indicate that the market is currently traded
20% respectively 16% below its 10-year averages.
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Saudi Economic Outlook

We expect 2026 to represent a year of consolidation for
the Saudi economy, followed by a strong acceleration in
economic growth in 2027.

In our baseline scenario, Saudi crude production is ex-
pected to gradually recover and reach 10.4 mbd by the end
of the year, a level that should be maintained throughout
2027. This would imply a complete reversal of the volun-
tary output cuts introduced in 2023. Based on this as-
sumption, crude production is projected to average around
8.9 mbd in 2026 and 10.4 mbd in 2027. Accordingly, we
expect oil sector GDP growth of -5.9% in 2026 and 17.5%
in 2027.

The non-oil economy is indirectly affected by the regional
conflict through supply chain disruptions and weaker
trade flows. However, its considerable resilience in recent
years suggests that the current slowdown in growth
should remain temporary. Economic activity is additionally
supported by an expansionary fiscal policy in 2026. Most
recent business climate indicators actually point towards
a growth recovery in H2 2026. Overall, we forecast non-oil
activities to expand by 2.8% in 2026 and 4.8% in 2027.

As a consequence, we expect overall economic growth to
slow to 0.2% in 2026 from 4.6% last year, before accelerat-
ing substantially to 7.8% in 2027.

Facts and Forecasts at a Glance

2024 2025 2026f 2027f

Real GDP Growth

Overall economy 26 46 02 78
Non-oil Activities 6.0 51 28 48
Government Activities 23 09 14 15
Oil Activities -44 57 -59 175

Fiscal Balance and Government Debt

Fiscal Balance in bin SAR -116  -277 -273 -233
Fiscal Balance in % GDP 25 59 -54 -44
Government debt in bin SAR 1216 1519 1792 2025
Government debt as % GDP 262 321 354 38.0
Trade and Current Account Balance

Trade Balance in bin SAR 345 305 449 410
Trade Balance in % GDP 74 65 8.9 7.7
Current Account in bin SAR -61 -123 -31 -80
Current Account in % GDP -13 -26 -06 -15

Significantly higher oil revenues in 2026 provide the Sau-
di government with greater fiscal flexibility. To support
domestic economic activity, we therefore expect the gov-
ernment to maintain an expansionary fiscal policy, with
overall spending rising by about 8% compared with last
year. Some fiscal consolidation is expected in 2027. Ac-
cordingly, we forecast the fiscal deficit to narrow to -5.4%
of GDP this year from -5.9% in 2025, followed by a further
reduction to -4.4% in 2027.

The current account deficit is projected to narrow to -
0.6% of GDP in 2026 from -2.6% last year, primarily re-
flecting substantially higher oil export revenues. For
2027, we expect the deficit to gradually widen again to -
1.5% of GDP.

We forecast inflation to decrease moderately to 1.9% in
2026, as the repercussions of the regional conflict are
expected to remain largely contained. In 2027, inflation is
projected to pick up slightly again to 2.0%.

Despite the Fed's more hawkish tone recently, we expect
the US central bank to keep interest rates unchanged
throughout 2026. For 2027, we anticipate one 25-basis-
point rate cut during the year. Based on this scenario, we
expect the 3M SAIBOR rate to remain at 4.75% at the end
of 2026, before declining to 4.50% by the end of 2027.

2024 2025 2026f 2027f

Oil Prices and Production (yearly average)

Brent price (USD pb) 799 682 800 720
WTI price (USD pb) 75.8 64.6 77.0 69.0
OPEC Basket price (USD pb) 799 69.2 830 720
KSA oil production (min bd) 90 95 89 104
Inflation and Interest Rates (year end)

CPl Inflation (yearly average) 150 204 190 2.00
3M SAIBOR SAR 554 490 475 450
Reverse Repo Rate 450 3.75 375 350
Official Repo Rate 5,00 425 425 4.00
Labor Market (yearly average)

Unemployment rate total in % 35 32 32 30
Unemployment rate Saudi in % 74 70 71 69
Labor force part. total in % 66.3 674 674 675
Labor force part. Saudi in % 51.2 49.8 499 50.0

source: GASTAT, SAMA, RC

source: GASTAT, SAMA, Bloomberg, RC
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Disclaimer

The information in this report was compiled in good faith from various public sources believed to be reliable.
Whilst all reasonable care has been taken to ensure that the facts stated in this report are accurate and that
the forecasts, opinions and expectations contained herein are fair and reasonable, Riyad Capital makes no
representations or warranties whatsoever as to the accuracy of the data and information provided and, in par-
ticular, Riyad Capital does not represent that the information in this report is complete or free from any error.
This report is not, and is not to be construed as, an offer to sell or solicitation of an offer to buy any financial
securities. Accordingly, no reliance should be placed on the accuracy, fairness or completeness of the infor-
mation contained in this report. Riyad Capital accepts no liability whatsoever for any loss arising from any use
of this report or its contents, and neither Riyad Capital nor any of its respective directors, officers or employees,
shall be in any way responsible for the contents hereof. Riyad Capital or its employees or any of its affiliates
may have a financial interest in securities or other assets referred to in this report.

Opinions, forecasts or projections contained in this report represent Riyad Capital's current opinions or judg-
ment as at the date of this report only and are therefore subject to change without notice. There can be no
assurance that future results or events will be consistent with any such opinions, forecasts or projections
which represent only one possible outcome. Further such opinions, forecasts or projections are subject to
certain risks, uncertainties and assumptions that have not been verified and future actual results or events
could differ materially.

The value of, or income from, any investments referred to in this report may fluctuate and/or be affected by
changes. Past performance is not necessarily an indicative of future performance. Accordingly, investors may
receive back less than originally invested amount.

This report provide information of a general nature and do not address the circumstances, objectives, and risk
tolerance of any particular investor. Therefore, it is not intended to provide personal investment advice and
does not take into account the reader’s financial situation or any specific investment objectives or particular
needs which the reader’'s may have. Before making an investment decision the reader should seek advice from
an independent financial, legal, tax and/or other required advisers.

This research report might not be reproduced, nor distributed in whole or in part, and all information; opinions,
forecasts and projections contained in it are protected by the copyright rules and regulations.

Riyad Capital is a Saudi closed joint stock company with paid-up capital of SAR 500 million. Licensed by the
Saudi Arabian Capital Market Authority (No. 07070-37). Commercial Registration No. 1010239234. Head Office:
3128 Financial Boulevard, 6671 Al Ageeq Dist., Riyadh 13519, Kingdom of Saudi Arabia. Website:
www.riyadcapital.com

Page 19



duloll sl
Riyad Capital





