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Kingdom of Saudi Arabia debt 
update 
 
The Kingdom of Saudi Arabia (KSA) currently has $30 billion in dollar denominated 

bonds and $9 billion in USD sukuk owed to international investors. This represents 

circa 8% of the government’s foreign reserves in Dec 2017 and circa 5.6% of GDP. 

Adding the debt issued in SAR currency and the debt of government guaranteed 

subsidiaries, total government debt / GDP is currently circa 17%. While the debt is 

expected to continue increasing over the coming years to fund budget deficits, the KSA 

government’s aim is to keep debt / GDP levels to below 30%. KSA is rated A-/stable, 

A1/stable and A+/stable by S&P, Moody’s and Fitch respectively. 

 

KSA Debt 
 

To fund its budget deficits, KSA began raising debt in the local currency market via 

issuance of SAR denominated sukuk in 2015/16. In order to preserve liquidity in the local 

banking system, SAMA (Saudi Arabia Monetary Authority) has since gradually reduced 

issuance of T-Bills.  

 KSA currently has debt obligation of USD $91.2bn made of a) bonds (including TBs) 

of $56.15bn; b) loan of $10bn and c) committed interest expense of $25.1bn.  

 77% of the debt obligation is denominated in USD with remainder in SAR. 

 100% of the debt is at fixed interest rate and the earliest USD bond maturity is not 

until October 2021. 

KSA Sovereign Debt 

 
Source: Bloomberg, Emirates NBD Research 

 

KSA tapped international capital markets in 2016 and 2017, raising $17.5 billion and $21.5 

billion respectively. With oil prices expected to remain in the range of $50/b - $70/b over 

the coming few years, KSA will need to continue tapping debt markets to fund its budget 

deficits. Its 2018 budget indicates need to raise SAR 117 billion ($31.2 billion) in debt 

which we expect to be sourced from USD as well as SAR denominated markets. 

 

Despite expectations of large new issues, KSA sukuk and bonds are currently well bid in 

the secondary market.  
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KSA USD bonds and sukuk 

 
Ticker Cpn Maturity 

Amount 
$mm YTW % 

Bonds      

 KSA 2.375 10/26/2021 5500 3.37 

 KSA 2.875 3/4/2023 3000 3.61 

 KSA 3.25 10/26/2026 5500 4.03 

 KSA 3.625 3/4/2028 5000 4.16 

 KSA 4.25 10/26/2046 6500 4.85 

 
KSA 4.625 10/4/2047 4500 4.84 

Sukuk      

 KSA 2.894 4/20/2022 4500 3.55 

 KSA 3.628 4/20/2027 4500 4.10 

Source: Bloomberg, Emirates NBD Research 

 

 

Although KSA faced several rating downgrades in 2016/17, its current rating still 

remains one of the highest available in the emerging markets universe. As a result 

overall demand for KSA bonds has been resilient. Credit spreads on KSA bonds, 

although weaker than spread on ‘A’ range rated sovereigns in the developed world, 

have tightened in the recent years. 

KSA 3.25% 2026 bond: Z-spread (bps) vs EM Index OAS 

 
Source: Bloomberg, Emirates NBD Research 

 

 

Credit spreads on KSA bonds did widen in June/July last year at the time of diplomatic 

row with Qatar and then again in November / December when the corruption related 

arrests happened. However since then, progress has been made on the corruption 

front, the IMF has raised its economic growth forecast for KSA on the back of rising oil 
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prices and overall progress on reforms and budget balancing have been satisfactory. 

These factors in turn have led to an improvement in sentiment on Saudi bonds and 

fueled credit spread tightening. 

KSA 5yr CDS (bps) 

 
Source: Bloomberg, Emirates NBD Research 

 

 

 

2018 Budget 
 

KSA announced its budget for 2018 in December last year, reflecting a 13% increase 

in revenue to SAR 783 billion and 10% increase in expenditure to SAR 978 billion. 

Including the planned spending of SAR 133 billion by other government entities, Public 

Investment Fund (PIF) and National Development Fund (NDF), total government 

spending will be circa SAR 1.1 trillion– its highest in the recent history. The budget is 

believed to be based on assumption of oil prices at circa $50/b 

 KSA pushed back the target date for eliminating the government budget deficit to 

2023 from 2020, signaling a willingness to support the economy through fiscal 

stimulus, a move endorsed by the IMF. 

 The Government announced a number of new development initiatives aimed at 

stimulating non-oil growth. Government spending will now be deployed through 

three key pillars – the annual Budget, National Development Funds and the Public 

Investment Fund. Together they will coordinate and amplify the impact of 

government spending over the coming years. 

 In 2018, 63% of government revenue will come from oil compared with 64% in 

2017, despite the fact that oil prices are likely to be higher in 2018 than in 2017, 

thereby indicating higher contribution from non-oil activities. 

 Revenue from tax is expected to be SAR 142 billion in 2018 compared with SAR 

97 billion in 2017 budget, mainly boosted by collection of SAR 23 billion from VAT 

and SAR 28 billion from the expat tax. 

 SAR 32 billion (US$9bn) is allocated to Citizens’ Accounts, which is a national 

cash transfer program that was first announced by the Government in December 

2016 and opened for registration in February 2017. It aims to increase the 

efficiency of government benefits and wealth distribution by targeting potentially 

vulnerable socioeconomic tiers in society. Through targeted government support; 
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this program is designed to offset any potential negative impact of subsidy reforms 

and VAT on vulnerable economic segments of society. 

 Capital spending is budgeted at SAR 205 billion, however detail of projects for this 

spending are not available. 

 2018 Budget is likely to be funded by: 

o 50% from oil revenue 

o 30% from  non-oil revenue 

o 12% from Debt and  

o 8% from government reserves. 

 As at December 2017, SAMA’s foreign exchange reserves stood at USD 496 

billion, including $332 billion in investment in foreign securities and $101 billion in 

deposit with foreign banks.  

KSA Budget Highlights 

  SAR bn 

2018 

Budget 

2017 

Budget 

2017 

Actual 

2018 vs 

2017 

budget 

Revenue      

 Oil Revenue 492  440 12% 

 Non- oil revenue 291  256 14% 

 Total Revenue 783 692 696 13% 

Expenditure      

 Defense & Security 311  334 0% 

 Education 192 228   -16% 

 healthcare 147 133   11% 

 Cash Transfer program 32       

 Capital Spending 205 181   13% 

 Other 91    232% 

 Total Expenditure 978 890 926 10% 

      

 Deficit -195 -198 -230 1% 

 

Source: Bloomberg, Emirates NBD Research 

 In 2017 oil production cuts outweighed the activity gain in the non-oil sector which 

had negatively been impacted by payment arrears in 2016, leading to economic 

growth being -0.7%. There is no reliable data available about the outstanding level 
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of government arrears to the private sector. However, most of it is believed to have 

been paid. 

 

Other Credit Considerations 
 

 The stock of public debt stood at SAR 438bn at the end of 2017. With an additional 

SAR 117bn of new debt to be issued this year to fund the budget deficit, the stock 

of public debt would rise to SAR 555bn (20% GDP) by end-2018. 

 Privatisation proceeds could also be used to cover a portion of the financing 

requirement. Aside from the planned Aramco stake sale (where the proceeds have 

been earmarked for investment by PIF), there are number of other state assets 

that could be sold to raise additional funds. The economy minister indicated that 

while assets in the utilities and grains sectors had made significant progress in 

terms of preparation for privatization, there are other assets in the education, 

healthcare and transport sectors that could potentially be sold as well.  

 KSA made several changes to facilitate privatization of Aramco including a) 

corporatizing the company structure; b) reducing the tax rate from 85% to 50%; c) 

revising the royalty payment calculations etc. CEO of Aramco confirmed that the 

company is ready for an IPO, however timing will depend on getting a go ahead 

from the government after consideration of market volatility and pricing dynamics. 

The valuation of Saudi Aramco remains highly uncertain (anywhere between $1tn 

- $2tn) , but a sale of 5% of its shares would still be the world's largest equity sale. 

Proceeds from the potential Aramco IPO are not yet factored in rating agencies’ 

projections and once done could result in rating upgrades. 

 KSA’s Fiscal breakeven oil price is currently around $80/b. Being a member of 

OPEC, KSA has voluntarily reduced its oil production to below 10m bpd . 

 Military spending accounts for one third of the government’s total expenditure and 

is in context of KSA’s support for the ruling governments in Yemen and Lebanon 

against the rebel forces that are believed to be supported by Iran. 

 KSA’s trade balance is likely to be negatively impacted by cutting of diplomatic ties 

and trade / transport links with Qatar. That said, exports to Qatar accounted for 

only 0.8% of KSA’s total exports in 2016 (equivalent of $1.4 billion). 

 KSA’s recent drive to adopt more moderate and modernized Islam may face 

domestic resistance from the conservative segments of the society, however we 

see this risk as manageable in view of strong popularity of these measures with 

the youth. 

 The National Transformation Plan  (NTP) announced in June 2016, in support of 

the larger Vision 2030 plan aims to achieve the below: 

o Create 450k new private sector jobs by 2020,  

o Increase female workforce participation to 30% from 22%,  

o Raise home ownership rate to 52% from current 47% by 2020. 

o Balance the government’s fiscal budget by 2023 and  

o Privatise some state assets. 

 Progress on NTP is being made, however actual quantifiable information is hard 

to source.  
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 Monetary policy flexibility is limited given the fixed exchange rate. SAMA is likely 

to follow the Fed’s target rate hikes even though economic growth in the KSA is 

anemic. Although KSA is unlikely to amend the peg arrangement at a time when 

political uncertainty is high, the fundamental justification for the peg will gradually 

erode as its economy makes progress on diversification away from oil. On REER 

basis, SAR is estimated to be overvalued by more than 30%. 

Key Economic Data 

 2015 2016 2017e 2018f 

Nominal GDP ($bn) 654 646 679 696 

GDP growth % 4.1 1.7 -0.4 1.5 

     

CA balance / GDP  % -8.7 -4.3 -1.6 -2.4 

Budget balance / GDP  % -6.0 -16.4 -4.8 -3.2 

Debt / GDP  % 4.1 13.1 17 20 

GG Net Debt / GDP  % -121.1 -98.5 -89.1 -82.7 

     

SAMA FX Reserves ($ bn) 616.4 535.8 496.4  

Source: S&P  

 

 Decision making has become more centralized and although more disclosure is 

being offered about the government finances, transparency on other aspects 

remain opaque. 

 

Credit Ratings 
 

S&P downgraded its unsolicited rating on KSA from AA- to A+ in 2015 and then to A- 

in 2016. The last affirmation of the rating at A-/stable was in November 2017 with S&P 

citing expectations that the Saudi authorities will continue to take steps to consolidate 

public finances and maintain government liquid assets close to 100% of GDP over the 

next two years. The next scheduled rating review will be on or before April 6, 2018. 

Credit ratings could come under pressure if there was any significant increase in 

domestic or regional political instability as a result of the increasing centralization of 

power. As per S&P, the ratings on Saudi Arabia are supported by its strong external 

and fiscal stock positions, which we expect it will maintain despite large central 

government deficits. The ratings are constrained by weak economic growth, limited 

public sector transparency, and limited monetary policy flexibility. 

 

Moody’s downgraded KSA’s rating from Aa3 to A1 in 2016 and has maintained it at the 

A1/stable since then. While debt levels are expected to rise, Moody’s expect debt 

repayment requirements to remain below 100% of foreign exchange reserves over the 

coming years. One of Moody’s main concerns is the rigid structure of government 

spending which is difficult to reduce. Moody’s rating incorporates an element of 
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geopolitical risk, driven by regional instability and the country's strategic rivalry with 

Iran, however any change in exchange rate regime , budget deficit rising over 10% of 

GDP or increase in debt / GDP to 50% will pressurize the ratings negatively. 

 

Fitch downgraded KSA’s rating from AA to A+/stable in 2016 and has left it unchanged 

since then. Beside strong fiscal and external balance sheet, Fitch’s rating gains support 

from the government’s strong commitment to an ambitious reform agenda. In contrast, 

the rating is constrained by high fiscal deficit and weak governance standard plus 

subdued business environment. Fitch expects SAMA’s FX reserves to decline to 21% 

of GDP by 2019 from a peak of 58% in 2013 and expects government debt to increase 

to 25% of GDP by 2019 which will still be below the ‘A’ category median of 44%. Fitch 

rates KSA’s banking sector at “a” reflecting stable profitability and average Tier 1 capital 

ratio of 17.2% in mid-2017. Fitch assumes oil at $55/b in 2018.  

 

 

Relative Value 
 

Despite all the challenges, KSA bonds are likely to retain international investors’ 

interest mainly on relative value basis. 

Yield on sovereigns USD bonds (%) 

 
Source: Bloomberg, Emirates NBD Research 
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Disclaimer 

PLEASE READ THE FOLLOWING TERMS AND CONDITIONS OF ACCESS FOR THE PUBLICATION BEFORE THE USE THEREOF. By continuing to access and use the 
publication, you signify you accept these terms and conditions. Emirates NBD reserves the right to amend, remove, or add to the publication and Disclaimer at any time. Such 
modifications shall be effective immediately. Accordingly, please continue to review this Disclaimer whenever accessing, or using the publication. Your access of, and use of the 
publication, after modifications to the Disclaimer will constitute your acceptance of the terms and conditions of use of the publication, as modified. If, at any time, you do not wish to 
accept the content of this Disclaimer, you may not access, or use the publication. Any terms and conditions proposed by you which are in addition to or which conflict with this 
Disclaimer are expressly rejected by Emirates NBD and shall be of no force or effect. Information contained herein is believed by Emirates NBD to be accurate and true but Emirates 
NBD expresses no representation or warranty of such accuracy and accepts no responsibility whatsoever for any loss or damage caused by any act or omission taken as a result 
of the information contained in the publication. The publication is provided for informational uses only and is not intended for trading purposes. Charts, graphs and related 
data/information provided herein are intended to serve for illustrative purposes. The data/information contained in the publication is not designed to initiate or conclude any 
transaction. In addition, the data/information contained in the publication is prepared as of a particular date and time and will not reflect subsequent changes in the market or changes 
in any other factors relevant to their determination. The publication may include data/information taken from stock exchanges and other sources from around the world and Emirates 
NBD does not guarantee the sequence, accuracy, completeness, or timeliness of information contained in the publication provided thereto by or obtained from unaffiliated third 
parties. Moreover, the provision of certain data/information in the publication may be subject to the terms and conditions of other agreements to which Emirates NBD is a party.  
 
None of the content in the publication constitutes a solicitation, offer or recommendation by Emirates NBD to buy or sell any security, or represents the provision by Emirates NBD 
of investment advice or services regarding the profitability or suitability of any security or investment. Moreover, the content of the publication should not be considered legal, tax, 
accounting advice. The publication is not intended for use by, or distribution to, any person or entity in any jurisdiction or country where such use or distribution would be contrary 
to law or regulation. Accordingly, anything to the contrary herein set forth notwithstanding, Emirates NBD, its suppliers, agents, directors, officers, employees, representatives, 
successors, assigns, affiliates or subsidiaries shall not, directly or indirectly, be liable, in any way, to you or any other person for any: (a) inaccuracies or errors in or omissions from 
the publication including, but not limited to, quotes and financial data; (b) loss or damage arising from the use of the publication, including, but not limited to any investment decision 
occasioned thereby. (c) UNDER NO CIRCUMSTANCES, INCLUDING BUT NOT LIMITED TO NEGLIGENCE, SHALL EMIRATES NBD, ITS SUPPLIERS, AGENTS, DIRECTORS, 
OFFICERS, EMPLOYEES, REPRESENTATIVES, SUCCESSORS, ASSIGNS, AFFILIATES OR SUBSIDIARIES BE LIABLE TO YOU FOR DIRECT, INDIRECT, INCIDENTAL, 
CONSEQUENTIAL, SPECIAL, PUNITIVE, OR EXEMPLARY DAMAGES EVEN IF EMIRATES NBD HAS BEEN ADVISED SPECIFICALLY OF THE POSSIBILITY OF SUCH 
DAMAGES, ARISING FROM THE USE OF THE PUBLICATION, INCLUDING BUT NOT LIMITED TO, LOSS OF REVENUE, OPPORTUNITY, OR ANTICIPATED PROFITS OR 
LOST BUSINESS. The information contained in the publication does not purport to contain all matters relevant to any particular investment or financial instrument and all statements 
as to future matters are not guaranteed to be accurate. Anyone proposing to rely on or use the information contained in the publication should independently verify and check the 
accuracy, completeness, reliability and suitability of the information and should obtain independent and specific advice from appropriate professionals or experts regarding 
information contained in the publication. Further, references to any financial instrument or investment product is not intended to imply that an actual trading market exists for such 
instrument or product. In publishing this document Emirates NBD is not acting in the capacity of a fiduciary or financial advisor.  
 
Emirates NBD and its group entities (together and separately, "Emirates NBD") does and may at any time solicit or provide commercial banking, investment banking, credit, advisory 
or other services to the companies covered in its reports. As a result, recipients of this report should be aware that any or all of the foregoing services may at times give rise to a 
conflict of interest that could affect the objectivity of this report.  
 
The securities covered by this report may not be suitable for all types of investors. The report does not take into account the investment objectives, financial situations and specific 
needs of recipients.  
 
Data included in the publication may rely on models that do not reflect or take into account all potentially significant factors such as market risk, liquidity risk and credit risk. Emirates 
NBD may use different models, make valuation adjustments, or use different methodologies when determining prices at which Emirates NBD is willing to trade financial instruments 
and/or when valuing its own inventory positions for its books and records. In receiving the publication, you acknowledge and agree that there are risks associated with investment 
activities. Moreover, you acknowledge in receiving the publication that the responsibility to obtain and carefully read and understand the content of documents relating to any 
investment activity described in the publication and to seek separate, independent financial advice if required to assess whether a particular investment activity described herein is 
suitable, lies exclusively with you. You acknowledge and agree that past investment performance is not indicative of the future performance results of any investment and that the 
information contained herein is not to be used as an indication for the future performance of any investment activity. You acknowledge that the publication has been developed, 
compiled, prepared, revised, selected, and arranged by Emirates NBD and others (including certain other information sources) through the application of methods and standards of 
judgment developed and applied through the expenditure of substantial time, effort, and money and constitutes valuable intellectual property of Emirates NBD and such others. All 
present and future rights in and to trade secrets, patents, copyrights, trademarks, service marks, know-how, and other proprietary rights of any type under the laws of any 
governmental authority, domestic or foreign, shall, as between you and Emirates NBD, at all times be and remain the sole and exclusive property of Emirates NBD and/or other 
lawful parties. Except as specifically permitted in writing, you acknowledge and agree that you may not copy or make any use of the content of the publication or any portion thereof. 
Except as specifically permitted in writing, you shall not use the intellectual property rights connected with the publication, or the names of any individual participant in, or contributor 
to, the content of the publication, or any variations or derivatives thereof, for any purpose.  
 
YOU AGREE TO USE THE PUBLICATION SOLELY FOR YOUR OWN NONCOMMERCIAL USE AND BENEFIT, AND NOT FOR RESALE OR OTHER TRANSFER OR 
DISPOSITION TO, OR USE BY OR FOR THE BENEFIT OF, ANY OTHER PERSON OR ENTITY. YOU AGREE NOT TO USE, TRANSFER, DISTRIBUTE, OR DISPOSE OF ANY 
DATA/INFORMATION CONTAINED IN THE PUBLICATION IN ANY MANNER THAT COULD COMPETE WITH THE BUSINESS INTERESTS OF EMIRATES NBD. YOU MAY 
NOT COPY, REPRODUCE, PUBLISH, DISPLAY, MODIFY, OR CREATE DERIVATIVE WORKS FROM ANY DATA/INFORMATION CONTAINED IN THE PUBLICATION. YOU 
MAY NOT OFFER ANY PART OF THE PUBLICATION FOR SALE OR DISTRIBUTE IT OVER ANY MEDIUM WITHOUT THE PRIOR WRITTEN CONSENT OF EMIRATES NBD. 
THE DATA/INFORMATION CONTAINED IN THE PUBLICATION MAY NOT BE USED TO CONSTRUCT A DATABASE OF ANY KIND. YOU MAY NOT USE THE 
DATA/INFORMATION IN THE PUBLICATION IN ANY WAY TO IMPROVE THE QUALITY OF ANY DATA SOLD OR CONTRIBUTED TO BY YOU TO ANY THIRD PARTY. 
FURTHERMORE, YOU MAY NOT USE ANY OF THE TRADEMARKS, TRADE NAMES, SERVICE MARKS, COPYRIGHTS, OR LOGOS OF EMIRATES NBD OR ITS 
SUBSIDIARIES IN ANY MANNER WHICH CREATES THE IMPRESSION THAT SUCH ITEMS BELONG TO OR ARE ASSOCIATED WITH YOU OR, EXCEPT AS OTHERWISE 
PROVIDED WITH EMIRATES NBD’S PRIOR WRITTEN CONSENT, AND YOU ACKNOWLEDGE THAT YOU HAVE NO OWNERSHIP RIGHTS IN AND TO ANY OF SUCH ITEMS. 
MOREOVER YOU AGREE THAT YOUR USE OF THE PUBLICATION IS AT YOUR SOLE RISK AND ACKNOWLEDGE THAT THE PUBLICATION AND ANYTHING CONTAINED 
HEREIN, IS PROVIDED "AS IS" AND "AS AVAILABLE," AND THAT EMIRATES NBD MAKES NO WARRANTY OF ANY KIND, EXPRESS OR IMPLIED, AS TO THE 
PUBLICATION, INCLUDING, BUT NOT LIMITED TO, MERCHANTABILITY, NON-INFRINGEMENT, TITLE, OR FITNESS FOR A PARTICULAR PURPOSE OR USE. You agree, 
at your own expense, to indemnify, defend and hold harmless Emirates NBD, its Suppliers, agents, directors, officers, employees, representatives, successors, and assigns from 
and against any and all claims, damages, liabilities, costs, and expenses, including reasonable attorneys’ and experts’ fees, arising out of or in connection with the publication, 
including, but not limited to: (i) your use of the data contained in the publication or someone using such data on your behalf; (ii) any deletions, additions, insertions or alterations to, 
or any unauthorized use of, the data contained in the publication or (iii) any misrepresentation or breach of an acknowledgement or agreement made as a result of your receiving 
the publication. 


