
 

Saudi business community displays mixed sentiments in Q3 2013, however Y-o-Y optimism levels 
increase for both hydrocarbon & non-hydrocarbon sector 

Highlights: 

• Composite BOI for the hydrocarbon sector gains 8 points to stand at 39, up from 31 in Q2 
2013  

• Although the Composite BOI for the non-hydrocarbon sector witnesses a cyclical decline of 6 
points to 49 from 55 in Q2 2013, yet Y-o-Y comparison reveals higher BOI levels in Q3, 2013 
when compared with the same period last year 

• Within the non-hydrocarbon sector, Transportation, Construction & Manufacturing sectors 
have higher optimism levels for Q3, 2013 compared with other sectors 

• Construction  and Business Service sectors are most optimistic on hiring, while 
Transportation firms have high optimism on profitability  

• Petrochemical manufacturing firms have higher optimism compared with non-petrochemical 
manufacturing units 

• The outlook of hotels & restaurants has declined by 19 points reaching 31 points while 
wholesale & retail trading firms hold a stable outlook for the coming quarter 

• Majority of the respondents in the non-hydrocarbon sector (61%) and hydrocarbon sector 
(67%) do not foresee any negative factors which could impact business operations in Q3 
2013 

• Investment outlook of Saudi businesses remains steady with a majority (51%) of 
respondents planning to invest in business expansion 

Jeddah – Dun & Bradstreet South Asia Middle East Ltd (D&B) in association with the National 
Commercial Bank released the D&B Business Optimism Index (BOI) survey for Saudi Arabia for Q3 
2013.  

Background to the survey 

The survey for the Business Optimism Index for Q3 2013 was conducted in June 2013 with inputs 
from 500 companies in the kingdom across all key sectors of the Saudi Economy. At global level, the 
IMF has reduced its projected global growth for 2013 to 3.1%, from a forecast of 3.3% in April, while 
the forecast for 2014 has been lowered to 3.8%, an amendment from its earlier prediction of 4%. 
The world economy remains in a three-speed mode with emerging markets still growing relatively 
rapidly compared to other parts of the world, steady recovery in the US, but with much of Europe 
continuing to struggle. The US economy has undergone significant adjustment, with the combination 
of a repaired financial system and revival in confidence driving growth. Private sector demand is 
stabilizing, house prices are rebounding and employment is growing, adding to the confidence. 
Other major economies are lagging behind the US, however, which could limit the strength of global 
growth. The challenges are especially difficult in Europe, where growth is being held back by weak 
confidence, still rising unemployment and continued banking sector and fiscal restructuring. The 
outlook for the global economy continues to be surrounded by considerable uncertainty. Risk factors 
include the possibility of weaker than expected global demand, spill over from slow or insufficient 
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implementation of structural reforms in the Euro area, geopolitical issues and imbalances in major 
industrialized countries. 

After a significantly strong growth in 2012 as a result of high government and consumer spending 
and pickup in oil output, Saudi Arabia’s GDP is expected to slow down to 4.4% (IMF estimate) in 
2013 due to a decline in oil output. The non-oil sector is forecasted to grow at a strong rate, 
supported by buoyant private non-oil activity, high oil revenues and corollary state spending as well 
as strong consumer spending growth. The government is continuing to invest in the infrastructure of 
the economy as well as education and healthcare. High international oil prices, combined with 
elevated oil production and surging petrochemicals and plastic exports are keeping the trade 
balance and current account in surplus. The current account balance is expected to stand at 19.2% of 
GDP in 2013.  

Commenting on the findings of the latest survey Prashant Kumar, Associate Director, Dun and 
Bradstreet South Asia Middle East Ltd. said: 

“The BOI survey this quarter displays moderation in the non-hydrocarbon sector optimism and 
improvement in hydrocarbon sector outlook. The composite BOI for the non-hydrocarbon sector 
for Q3 2013 has moderated 6 points to 49 from the previous quarter’s score of 55. Despite the 
moderate cyclical drop, the score is higher when compared with the same period last year.  On the 
other hand, the composite score for the hydrocarbon sector has turned up 8 points to 39 in Q3 
2013 from 31 in Q2 2013 as all parameters witnessed positive trends. In terms of business 
challenges impacting operations in Q3 2013, most business units surveyed do not foresee any 
negative factors impacting businesses in both the non-hydrocarbon and the hydrocarbon sectors. 
A majority of the respondents in both sectors also plan on investing in business expansion in Q3 
2013.” 

Hydrocarbon sector 

The BOI survey revealed an improved business outlook for Saudi Arabia’s hydrocarbon sector in Q3 
2013 compared with the last quarter. All three parameters have registered an uptrend. 46% of the 
businesses expect their sales volumes to increase in Q3 2013, 49% do not foresee any change 
whereas only 5% foresee a decline in Q3 2013.  The BOI for the Net Profits parameter has jumped by 
11 points to 48 from 37 in Q2 2013. The hydrocarbon sector firms are optimistic about their selling 
prices as the BOI has gained 7 points to 30 from Q2’s level of 23. The index for the New Employees 
parameter has gained 6 points to 46 in Q3 from 40 in the previous quarter. A majority (66%) of the 
businesses do not see any negative factors impacting businesses in Q3, which is a steep increase 
from the previous quarter’s tally of 48%. 

 Non hydrocarbon Sector 

Saudi Arabia’s non-hydrocarbon BOI score shows an upward trend, an improvement of 12 points, 
reaching 49 points on a Y-o-Y basis. On a quarterly basis, the BOI in Q3 has moderated due to cyclical 
decline. The composite BOI has tipped lower by 6 points to stand at 49 in Q3. The BOI for the 
Volume of Sales and New Orders stand at 52 and 53 respectively, which is 13 and 9 points below the 
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Q2 levels in the same order. The profitability outlook has moderated as well, the BOI score has 
declined by 5 points to 51 from 56 in Q2 2013. The low demand and profitability scenario has 
dampened the hiring outlook; the BOI for Number of Employees stands at 47, down from 54 in Q2 
2013. The sector holds a positive outlook for selling prices even as the demand and new orders 
outlook remains uncertain. The Level of Selling Prices BOI has gained 8 points from 36 in Q2 2013 to 
stand at 44 in Q3.  

Within non-hydrocarbon sectors, Transportation, Construction & Manufacturing sectors have higher 
optimism levels for Q3, 2013 compared with other sectors. Construction and Business Service 
sectors are most optimistic on hiring, while Transportation firms have high optimism on profitability. 
Within manufacturing, Petrochemical manufacturing firms have higher optimism compared with 
non-petrochemical manufacturing units. The outlook of hotels & restaurants has declined by 19 
points reaching 31 points, while wholesale & retail trading firms hold a stable outlook for the coming 
quarter. 

Factors Impacting Business:  

In the non-hydrocarbon sector, 61% of the respondents do not foresee any negative factors 
impacting their business operations in Q3 2013. Availability of skilled labour and delays due to 
government regulations are cited as factors impacting businesses by 9% of the respondents in each 
category. 8% of the business units surveyed foresee competition as a challenge, whereas 6% have 
indicated that low demand for their products and services pose a challenge for their business 
operations in Q3 2013.  Investment plans have evinced a trend similar to the previous quarter; a 
majority (51%) of the respondents plan to invest in business expansion.  

67% of the hydrocarbon sector respondents have indicated that there are no negative factors 
impacting their business operations in Q3 2013.  Availability of skilled labour is cited as a chief 
concern by 15% of the respondents, while 10% of the respondents are concerned about government 
regulations. Low demand for products and services and increasing cost of labour are a concern for 
5% and 3% each of the sector respondents respectively. 44% of the respondents in the hydrocarbon 
sector plan investment in business expansion. 

Commenting on the findings of the survey, Dr. Said Al-Shaikh, Senior Vice President and Chief 
Economist of the National Commercial Bank, said;  

“Attributed to the lower readings of volume of sales and new orders on expectations of slower 
demand in the holiday season, the BOI of Saudi Arabia’s non-hydrocarbon sector has weakened in 
the 3Q 2013 compared to the 2Q, yet it showed an improvement on a yearly basis. Despite the 
weaker demand outlook, there is still a widespread expectation of rising selling prices in the 3Q. 
Moreover, reflecting business confidence, 61% of the companies do not anticipate any negative 
factors to affect their businesses operations in the 3Q 2013. As a result, and despite the cyclical 
factors, the positive business outlook is till feeding more enthusiasm with companies remained 
steady for investment in business expansion. The survey results reflect that a majority 51% have 
plans to invest in business expansion, while the biggest concern of businesses is still the availability 
of skilled labour, followed by government regulations ”. 
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About National Commercial Bank 

The National Commercial Bank (NCB) was the first bank in Saudi Arabia, established under Royal 
Decree on the 26th of December 1953, and is the largest bank in terms of capital in the Arab world.   

The National Commercial Bank has been a pioneer in the Saudi banking industry, and was the first 
bank to offer mutual funds in the Kingdom. Since the beginning of the 1990s, the Bank has been one 
of the trailblazers in Islamic Banking, providing a wide range of innovative Islamic product and 
services. 

The National Commercial Bank has one of the largest branch networks in Saudi Arabia, and also 
operates 2 international branch offices in Beirut and Bahrain, and 3 representative offices in London, 
Seoul, and Singapore.  True to its Islamic roots, the bank has a prominent role in the area of social 
responsibility through a range of social programs. 

About Dun and Bradstreet 

Dun and Bradstreet (D&B) is the world’s leading source of business information and insight, enabling 
companies to Decide with Confidence® for more than 171 years. D&B’s global commercial database 
contains more than 230 million business records. Through the D&B Worldwide Network – an 
unrivalled alliance of D&B and leading business information providers around the world –customers 
gain access to the world’s largest and highest quality global commercial business information 
database. 

D&B’s Economic Analysis Group produces research and analysis that enables the business and 
finance community to gain insight into industries, markets, and economies. D&B Research & 
Advisory Services assists governments, institutions and corporate in evaluating business 
opportunities and risks leading to strategy formulation and implementation. 
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