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On Thursday, 11 May 2017, the Ministry of Finance released an update of the Kingdom’s fiscal 
stance for 1Q 2017. The highlights are: 
 

 The quarterly public finance figures showed a sharp narrowing in the budget deficit for the 

1Q 2017 to reach SAR26.0 billion, which was largely attributed to higher oil revenues. 
 

 Although average oil exports fell to 7.0mb/d in 1Q 2017, compared to 7.3mb/d in 1Q 2016,  

the substantial rise in oil price has more than offset the decline in oil exports, with the oil 
revenues rising by 115% to reach SAR112.0 billion in 1Q 2017.  

 

 The insignificant increase in non-oil revenues by only 1% to reach SAR32.1 billion in the 

1Q 2017, representing nearly 22% of the budgeted revenues of SAR144 billion, is mainly 
due to the 8% decline in SAMA and PIF investment returns. 

 

 The first quarter expenditure amounted to SAR170 billion, representing only 19% of the 

planned budget of the year, and is 3% lesser than actual spending for the same period a 
year ago. 

 

 The two components, which had the largest expenditure declines in comparison to 1Q 

2016, are compensation of employees and use of good and services, falling by 5% and 
22%, respectively, to record SAR94.08 billion and SAR16.7 billion in 1Q 2017. 

 

 At the end-2016, Kingdom’s total public debt reached SAR316.58 billion, as the domestic 

debt stood at SAR213.45 billion, while external debt amounted to SAR103.12 billon. 
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Figure (1) Actual results until the end of 1Q of the fiscal year of 2017 (SAR Million) 

Sources: MOF and NCB 
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The Saudi Arabia’s Ministry of Finance released on May 
11th for the first time a quarterly update on the King-
dom’s fiscal stance. Reflecting improved level of trans-
parency, the 1Q 2017 budget has provided more de-
tailed breakdowns for spending and revenues, besides 
deficit financing and debt management. The quarterly 
public finance figures showed a sharp narrowing in the 
budget deficit for the 1Q 2017 to reach SAR26.0 billion, 
which was largely attributed to higher oil revenues. In 
addition, this decline in the fiscal deficit was partially in-
fluenced by the reduction in government spending, 
which amounted to SAR170.3 billion in 1Q 2017, down 
from SAR174.7 billion for the same quarter last year. It is 
significantly much less than the budget deficit of the 1Q 
2016, which recorded SAR91.0 billion. However, the 
budget numbers suggest that the spending cuts on the 
OPEX and CAPEX sides, which were implemented over 
the past two years, are coming to an end.  

Total revenues in 1Q 2017 increased by 72%, amount-
ing to SR144 billion compared to SR83.65 billion for the 
same period a year ago. This substantial increase is 
largely attributed to the sharp increase in oil revenues, 
rising by 115%. The implicit oil price in the 2017’s King-
dom budget was projected at USD50.0 per barrel with a 
daily production of 10.0mb/d. While oil price was higher 

The First Quarter 2017 Budget than last year’s average oil price, the daily production so 
far in 2017 is nearly 0.5mb/d less than the daily produc-
tion of 2016, as the Kingdom remains compliant to the 
OPEC’s cut agreement in November of last year. How-
ever, the actual Arabian light price in the first quarter of 
this year came slightly higher than the implicit oil price, 
averaging USD51.0 a barrel. While average production 
is estimated at 9.9mb/d, oil exports fell to 7.0mb/d in 1Q 
2017, compared to 7.3mb/d in 1Q 2016. Accordingly, the 
rise in oil price has more than offset the decline in oil 
exports, with the oil revenues rising by 115% to reach 
SAR112.0 billion in 1Q 2017.  

As indicated in the Vision 2030, the government plans to 
reduce the Kingdom over-reliance on oil revenues and 
reduce the country’s exposure to oil price volatility. In 
turn, annual non-oil revenues for 2017 were projected to 
reach SAR212 billion, assuming an increase of 7% from 
the actual figure of the previous year. However, in the 
1Q 2017, non-oil revenues increased by only 1% to 
SAR32.1 billion, representing nearly 22% of the actual 
revenues of SAR144 billion.  
 
The insignificant increase in non-oil revenues was dis-
couraging, although this was mainly due to the deteriora-
tion in investment returns from SAMA and the Public 
Investment Fund (PIF). All the revenue categories, in-
cluding taxes on income (of which foreign corporate in-
come tax), taxes on goods and services (of which excise 
tax), taxes on trade and transactions (customs), other 
taxes (of which ZAKAT) have increased with varying 
percentages, while other revenues (of which SAMA and 
PIF returns), which account for 57% of non-oil revenues, 
declined by 8%, to reach SAR18.25 billion.  
 
The decline in investment returns is mainly attributed to 
the reduction in government assets currently under man-
agement by SAMA, and also to weaker stock market 
profitability last year, and in turn lesser dividends of the 
PIFs’ holdings of the Saudi listed companies. Mean-
while, non-oil revenues are expected to improve starting 
the third quarter this year with the introduction of expatri-
ate dependent levies, white land taxes, and the adjust-

Figure (2) General budget for the fiscal year 2016-2017 (SAR Million) 

Figure(4) Actual Revenues for 1Q’17 compared to 1Q’16 (SAR Million) 

Sources: MOF and NCB 
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Figure (3) General budget for the fiscal year 2016-2017 (SAR Million) 

Sources: MOF and NCB 
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Revenues

Actual 

revenues for 

1Q 2016

Actual 

revenues for 

1Q 2017

Change

Oil Revenue 51,980 112,003 115%

Taxes on income, profits and capital gains 1,962 2,031 4%

Taxes on goods and services 5,286 5,690 8%

Customs duties 3,564 4,536 27%

Other taxes 1,070 1,557 46%

Other revenues (SAMA,PIF) 19,790 18,259 -8%

Total non oil revenues 31,672 32,073 1%

Total 83,652 144,076 72%

Items
Budget for the fiscal 

year 1437/1438H (2016)

Budget for the fiscal 

year 1438/1439H (2017)

Oil Revenues 333.800 480.000

Non-oil Revenues 180.000 212.000

Revenues 513.800 692.000

Expenses 840.000 890.000

Surplus (Deficit) (326.200) (198.000)



 

ment of the households’ electricity bills to the 100% 
benchmark price level.    

 
 
 
 
 
 
 
 
 
 
 
 

Total expenditure, as provided under the kingdom’s an-
nual government expenditure for 2017 is estimated at 
SAR890 billion. The first quarter expenditures amounted 
to SAR170 billion, representing only 19% of the planned 
budget of the year, while declining by 3% from the level 
of actual spending for the same period a year ago. This, 
apparently, reflects the government’s continued commit-
ment to fiscal reform, as spending at the pace for the 
upcoming quarters will ensure insignificant deviations 
from the fiscal balance program. With the exception of 
non-financial assets (capital expenditure) category, other 
benefits, and financing expenses, which increased by 
22%, >100%, and 7%, respectively, the remaining ex-
penditure components recorded declines. 

The two components, which had the largest declines in 
comparison to the first quarter of the last year in abso-
lute values include compensation of employees and use 
of good and services, falling by 5% and 22%, respective-
ly, to record SAR94.08 billion and SAR16.7 billion in 1Q 
2017. The decline in the compensation of employees 

category is due to the reduction of civil service employ-
ees allowances and benefits, which took place upon the 
royal decree passed in September of last year. Mean-
while, the reinstatement of the allowances and benefits, 
which was announced in late March, is likely to bring up 
the compensation of employees back closer to their his-
torical levels. 
 
In line with Vision 2030’s initiatives, subsidies, grants, 
and social benefits also declined by 92%, 56%, and 
15%, respectively. Although quarterly finance data for 
2015 were not available, but can be easily assumed, 
which is worth noting, that the reduction in spending at 
3% Y/Y, is much smaller than the fall over the same pe-
riod between 2016 and 2015. This, however, suggests 
that the big spending cuts seem to be over. 

By looking at spending for each sector in comparison to 
its allocation in the 2017’s annual budget, significant var-
iations were very noticeable, as some sectors spent 
larger shares of their planned annual budget. The mu-
nicipal services, which received SAR47.9 billion to ac-
count for 5% of annual budget, its 1Q 2017 actual 
spending amounted to SAR13.57 billion to reach 28% of 
its full year budget. It was followed by public administra-
tion, as its expenses reached SAR6.68 billion at 25% of 
its annual budget.  
 
If spending takes place at this pace, then municipal ser-
vices and public administration sectors will take higher 
shares of the overall annual budget, which would mean 
the sectors that are spending at a slower pace are likely 
to take smaller shares of their planned annual budget. 
With the exception of municipal services, most remain-
ing sectors are spending lesser than one fourth of their 
annual allocations in the first quarter. 
 
The lesser pace of spending was noticeable in the 
health and social development sector at 15% of its 
planned budget, economic resources (14%), infrastruc-
ture and transportation (11%), and general items catego-
ry of (13%). The education, military, and security & re-
gional administration sectors, which are accounting gen-

Figure (6) Expenses for the 1Q of the fiscal year 2017 (SAR Million) 

Sources: MOF and NCB 

3 

Figure (7): Actual expenses for Q1 2017 

Sources: MOF and NCB 
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Change

Compensation of Employees 99,228 94,085 -5%

Use of Goods and Services 21,351 16,712 -22%

Financial Expenses 63 1,258 >100

Subsidies 579 46 -92%

Grants 1,304 571 -56%

Social Benefits 7,798 6,607 -15%

Other Expenses 20,517 21,922 7%

Non-financial assets 23,815 29,086 22%

Total 174,655 170,287 -3%

Figure (5): Revenues of 1Q 2017  

Sources: MOF and NCB 
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erally for the largest shares of 23%, 21%, and 11% of 
the annual budget, showed reasonable pace of spend-
ing. It is not clear whether these variations in spending 
do reflect a reorganization of the programs across minis-
tries or indicate shifting of priorities. The seasonal pat-
tern of spending across sectors in relation to their 
planned allocations in the annual budget should become 
much clearer in the upcoming quarters. 

At the end-2016, Kingdom’s total public debt reached 
SAR316.58 billion, as the domestic debt stood at 
SAR213.45 billion while external debt amounted to 
SR103.12 billon. The debt to GDP ratio in 2016 stood at 
13%. During the first quarter of 2017, the government 
resorted to its current account to finance the budget defi-
cit for this period, which reached SAR26.2 billion. More-
over, in the domestic debt segment, the government has 
repaid a principal debt of SAR214 million, and has amor-
tized government bonds worth SAR8.5 billion. Accord-
ingly, total domestic debt declined to SAR307.86 billion. 
 
While no debt has been issued in the first quarter, a 
USD9.0 billion sukuks were issued in April, raising the 
external debt segment to SAR136.9 billion. Moreover, 
the Kingdom is on track to issue SAR70.0 billion of do-
mestic debt and an additional USD6.0 billion or more of 
international debt, as noted in the Ministry of Finance 
press release of the Kingdom’s annual of 2017.  

In the fiscal balance program, which was released late 
last year, the government set the debt to GDP ceiling at 
30% to be reached by 2020, while achieving a credit 
rating of AA2. Although this is dependent on oil prices 
and economic growth, the projected timing down does 
not factor in proceeds from the privatization of govern-
ment assets, which might be used to lower debt. The 
government has recently established a debt manage-
ment unit at the MOF, taking charge of debt issuances 
and diversifying funding currencies, besides diversifying 
funding in maturities and financial instruments.  
 
Despite the significant funding requirements, the King-
dom continues to have access to liquidity to finance pro-
jected fiscal deficits through the period up to 2020. In 
March 2017, Fitch affirmed the Kingdom’s long-term 
sovereign credit rating at A+ with positive outlook, and 
Moody’s affirmed the rating of A1, and changed outlook 
from negative to stable, citing improving debt dynamics 
and economic strength. 
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Figure (10) Public debt during 1Q 2017 (SAR Million) 

Items Domestic Debt External Debt

213,455 103,125

Issuances or borrowing 0 0

Repayment of Principle Debt -214 0

Amortization of Government Bonds -8,500 0

204,741 103,125

316,580

307,866

Beginning of Period Balance

End of Period Balance

Figure (9) Actual deficit in 1Q 2017 (SAR Million) 

Items Deficit During 1Q 2017

Defict During 1Q 2017 -26,211

Defcit Financing 26,211

From Current Account 26,211

From Reserves Account -

From Internal Loans -

From External Loans -

Total Financing 26,211

Fiscal Deficit and Debt Management 
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Figure (8) Actual expenses per sector during 1Q 2017 

Sources: MOF and NCB 



Disclaimer:  
 
The information and opinions in this research report were prepared by The Economics Department of The National Commercial Bank (NCB) and 
are only and specifically intended for general information and discussion purposes only and should not be construed, and should not constitute, as 
an advertisement, recommendation, invitation, offer or a solicitation of an offer to buy or sell or issue, or invitation to purchase or subscribe, under-
write, participate, or otherwise acquire any securities, financial instruments, or issues in any jurisdiction.  
 
Opinions, estimates and projections expressed in this report constitute the current opinion of the author(s) as of the date of this report and that they 
do not necessarily reflect either the position or the opinion of NCB as to the subject matter thereof.  NCB is not under any obligation to update or 
keep current the information  contained and opinions expressed herein and accordingly are subject to change without notice.  Thus, NCB, its direc-
tors, officers, advisors, employees, staff or representatives make no declaration, pronouncement, representation, express or implied, as to the 
accuracy, completeness or fairness of the information, estimations, opinions expressed herein and  any reliance you placed on them  will be at 
your own risk without any recourse to NCB whatsoever.  Neither should this report be treated as giving a tax,  accounting, legal, investment,  pro-
fessional or expert  advice. 
 
This report  may not contain all material terms, data or information and itself should not form the basis of any investment decision and no reliance 
may be placed for any purposes whatever on the information, data, analyses or opinions contained herein.  You are advised to consult, and make 
your own determination, with your own independent legal, professional, accounting, investment, tax and other professional advisors prior to making 
any decision hereon.  
 
This report may not be reproduced, distributed, transmitted, published or further distributed to any person, directly or indirectly, in whole or in part, 
by any medium or in any form, digital or otherwise, for any purpose or under any circumstances, by any person for any purpose without NCB’s 
prior written consent. NCB reserves the right to protect its interests and take legal action against any person or entity who has been deemed by 
NCB to be in direct violation of NCB’s rights and interest including, but not limited to, its intellectual property.  
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