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Executive Summary and Review 

Executive Summary 

The key highlights of the Q1 2018 Budget are 

 The Q1 2018 deficit stood at SAR 34.33 bn. This is in comparison to SAR 26.21 bn in Q1 2017 

and SAR 108.5 bn in Q4 2017. The deficit in Q1 accounts for 18% of the total budgeted 

deficit for FY 2018. 

 On a year-on-year (YoY) basis, the deficit has increased by 31% during Q1 2018; however 

on sequential (QOQ) basis, the deficit has reduced by 68%. 

 The sequential deficit reduction is attributed to government reducing the spending to 

SAR 200.6 bn after record spending of SAR 354.4 bn in Q4 2017. 

 The expenditure increased 18% on a YoY basis, mainly due to an increase in subsidies 

and social benefits.  

 The revenue increased 15% on YoY basis, mainly on account of increase in tax due to 

introduction of Value Added Tax (VAT) from January 2018. 

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

remain the most underspent sectors, with only 4% and 7% of the total annual budgeted 

expenditure utilized in Q1 2018. Spending on rest of the sectors was mostly in line with the 

overall budgeted expenditure. 

 Deficit financing was mainly through borrowing, with the Kingdom’s public debt rising to 

SAR 483.66 bn in Q1 2018 compared to SAR 443.25 bn at the end of 2017.  

 With 2017 debt to GDP ratio at 17.3%, which is on the lower side compared to the GCC 

and Emerging Market peers; there is considerable room for additional borrowing. We 

expect further debt issuances for deficit financing in future. 

 We expect Saudi Arabia to honor its full-year deficit target of SAR 195 bn if there are no 

major deviations in expenditure from the current trend. This would mean a fiscal deficit of 

7.3% of 2018E GDP. 

Q1 2018 Budget Review 

Oil revenues increase 2% on a YoY basis 

Oil revenues amounted to SAR 113.9 bn, constituting 69% of the total Q1 revenue. Oil 

revenues increased 1.7% YoY from SAR 112 bn in Q1 2017, supported by higher average 

crude oil prices. Oil revenue however declined 14.1% on a QoQ basis, mainly as a result of 

cut in export volumes to China and Japan. This was on account of Saudi Arabia looking to 

abide by OPEC-led supply deal to gradually reduce supplies by March 2018. Saudi Arabia’s 

average oil production amounted to 9.9 million barrels per day (mbpd) in Q1 2018, 

compared to 10 mbpd and 9.9 mbpd during Q4 2017 and Q1 2017, respectively. 

Non-Oil revenues increase 63% YoY on account of VAT 

Non-oil revenues surged 63% YoY as a direct result of the introduction of Value Added Tax 

(VAT) starting from Q1 2018. Total non-oil revenue during the quarter was SAR 52.3 bn, 

accounting for 31% of the total Q1 revenue. Tax collection on goods and services increased 

to SAR 22.7 bn in Q1 compared to SAR 5.7 bn during year-earlier period. Revenue from other 

sources, consisting of revenues from other public government units, administrative fees, fines, 
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etc., increased by 10.9% to SAR 20.2 bn in Q1 2018 from SAR 18.3 bn on a YoY basis.  

Table 1: Revenue sources 

 

Revenues (SAR bn) Q1 2018 Q1 2017 Q4 2017 %YoY % QoQ 

Oil revenues 113.9 112.0 132.7 1.7 -14.1 

Non-oil revenues 52.3 32.1 113.2 63.1 -53.8 

a. Tax on income, profit, capital 2.5 2.0 4.0 21.7 -37.9 

b. Tax on goods and services 22.7 5.7 21.5 298.1 5.4 

c. Tax on trade and transactions 3.8 4.5 5.4 -16.5 -30.2 

d. Other taxes 3.2 1.6 1.1 103.0 187.4 

e. Other revenues 20.2 18.3 81.2 10.9 -75.1 

Total 166.3 144.1 245.9 15.4 -32.4 

Source: Ministry of Finance 

 

 

Figure 1: Q1 2018 Revenues vs. Q1 2017 Revenues (SAR bn) 

 
Source: Ministry of Finance 

 

Expenditure rises on a YoY basis, but reduces on sequential basis 

Expenditure rose by 17.8% YoY, totaling to SAR 200.6 bn during Q1 2018, but reduced 43.4% 

from SAR 354.4 bn incurred in Q4 2017. Increase in employee compensation, which holds the 

largest share of total expenditures (56%), was the main driver of higher total expenditure on 

a YoY basis, increasing 20% YoY (while it reduced 17.3% QoQ). Social benefits substantially 

increased, on both YoY and sequential basis, driven by series of new allowances announced 

by the government to offset higher cost of living due to introduction of VAT and higher 

electricity and fuel prices. The total cost for these allowances is estimated to be SAR 50 bn in 

fiscal year 2018. The increase in allowances during Q1 was partially offset by reduction in 

113.9 112.0 

2.5 2.0 

22.7 
5.7 

3.8 

4.5 

3.2 

1.6 

20.2 

18.3 

0

50

100

150

200

Q1 2018 Q1 2017

Oil Revenues Taxes on Income, Profit and Capital Gains

Taxes on Goods and Services Taxes on Trade and Transactions

Other Taxes (of which: zakat) Other Revenues



 

 

Q1 2018 BUDGET FLASH REPORT 

 May 2018 4 

capital expenditure to SAR 26 bn in Q1 2018, compared to SAR 29.1 bn in Q1 2017 and SAR 

82.7 bn in Q4 2017. 

 

Table 2: Expenditure distribution 

 

Expenditures (SAR bn) Q1 2018 Q1 2017 Q4 2017 %YoY % QoQ 

Employee compensation 112.9 94.1 136.5 20.0 -17.3 

Goods and services 10.2 16.7 70.4 -38.7 -85.5 

Financing expenditure 4.1 1.3 3.6 229.5 15.8 

Subsidies 3.0 0.0 4.1 6406.5 -27.4 

Grants 0.0 0.6 0.6 -94.7 -95.1 

Social benefits 18.8 6.6 13.3 184.3 41.4 

Other expenses 25.5 21.9 43.2 16.4 -41.0 

Non-financial assets 26.0 29.1 82.7 -10.8 -68.6 

Total 200.6 170.3 354.4 17.8 -43.4 

Source: Ministry of Finance 

 

Figure 2: Q1 2018 Expenditure vs. Q1 2017 Expenditure (SAR bn) 

 
Source: Ministry of Finance 

 

Economic Resources, Infrastructure & Transport remain the most underspent sectors 

During Q1 2018, 21% of the total fiscal budgeted expenses of SAR 978 bn for FY 2018 were 

allocated, with maximum allocation going to Military, Education and Health & Social 

Development sectors. These three sectors were allocated SAR 47.7 bn, SAR 44.6 bn and SAR 

38.5 bn, respectively, which was largely in line with the overall budgetary allocation. 

Economic Resources and Infrastructure & Transport were the most underspent sectors, with 
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only 4% and 7% allocation of the total budgeted amount spent in Q1. However, higher 

amount may be expected to be spent on these sectors in the subsequent quarters, with the 

government recently announcing SAR 130 bn ‘Quality of Life’ program to develop cinemas, 

amusement parks, zoos, and opera houses by 2020. Government also plans to manufacture 

buses for public transport in near future.   

Deficit financing would continue to be through issuance of debt 

 

The fiscal deficit for Q1 2018 was mainly financed through issuance of debt amounting to 

SAR 41 bn, with internal borrowing of SAR 17.9 bn and external borrowing of SAR 22.3 bn. 

With 2017 Debt to GDP ratio of 17.3%, which is on the lower side considering other GCC 

nations and Emerging Markets peers, there is definitely room for further issuance of debt, 

both locally and internationally. In fact in April, Saudi Arabia raised USD 11 bn from 

international bond market, in what was the biggest emerging market bond sale of 2018 so 

far. 

Q1 2018 budget well in line to meet fiscal deficit target 

 

The fiscal deficit for Q1 2018 stood at SAR 34.33 bn, which is 18% 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. 

 

 



 

 

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 

 




