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Saudi Arabia: The roadmap to 2030

In launching its Vision 2030 in April this year, Saudi Arabia made a bold
statement about its intention to transform itself into fully diversified and modern
economy and society. This included converting the Public Investment Fund into the
world’s largest sovereign wealth fund, boosting private sector contribution to 65% of
GDP, reducing unemployment to 7% from 11%, privatizing government services,
reforming education, and making continued investment in infrastructure. While
welcoming the news, financial markets were understandably uncertain about how this
would all be achieved, particularly at a time of numerous challenges in the region.
However, two months on we are now starting to see some of the color and details of
this plan delivered through the recent publication of the National Transformation
Program (NTP) 2020. If implemented successfully 2016 will likely be viewed in the
future as being a watershed year for Saudi Arabia’s long term economic and social
development.

Saudi Arabia’s leadership led by King Salman bin Abdul-Aziz and spearheaded by
Deputy Crown Prince Mohammed bin Salman have begun to set clear goals for
transforming the kingdom’s economy to become more sustainable, dynamic and less
dependent on oil. This entails not only reforming the economic landscape, but
improving quality of life in the Kingdom, and reforming the public sector. The
National Transformation Program 2020 approved on the 6th of June is one of several
plans designed to achieve the longer term targets of the 2030 Vision. Where the
Vision 2030 outlines the long term strategic goals for the Kingdom, the NTP identifies
specific objectives that need to be achieved in order to meet the Vision 2030
goals. For each objective, key performance indicators are identified, and these will be
measured and assessed against the targets set. Effectively the NTP is a five year
stepping stone within the wider 2030 road map, which can be expected to be updated
and developed in the years ahead.

We have divided this document into two main parts. The first section looks at
the at our key takeaways from the Vision 2030 goals, by defining and describing
what we see are the most important elements of Saudi Arabia’s long term development
plans. The second part of the document has been split into two appendices that
provide a contextual background and more detailed description of both Vision
2030 and the National Transformation Program 2020. Vision 2030’s success will
ultimately depend on implementation and follow through. Given the length of the
current downturn in oil prices, the drive to break from oil addiction looks stronger than
ever.
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Key Takeaways

Vision 2030 has set very ambitious development targets touching on economic,
social and governance objectives. From our point view all of these elements will
have (to varying degrees) an instrumental role to play in the Vision's success.
However we see three broad elements having the most significant impact on
Saudi Arabia medium term and long term economic landscape. First, addressing
government finances and exploring more dynamic and sustainable budget
funding options. Second developing a diverse industrial footprint on the back of
Saudi Arabia’s energy and petrochemical’'s powerbase. Third, developing human
capital and aligning it with the future job market needs.

Addressing fiscal reforms

Saudi Arabia’s budgets need to take a transformational leap to move
beyond dependence on oil receipts. The recent prolonged drop in oil prices
has been a sharp and painful reminder of the severe swings oil markets can
experience and the resulting fiscal pressures on oil dependent producers. Fiscal
reforms have been the central theme for markets as investors look at options the
Kingdom is exploring to address it near term and long term fiscal needs.

There are three elements with which Saudi Arabia is looking at addressing
the fiscal challenge. The first is boosting income, and this will come through
introducing alternate sources of revenue for the government ranging from
taxation to investment income revenue from a larger sovereign wealth fund, the
Public Investment Fund. The second is cutting spending by introducing
efficiencies to government spending and significantly curtail wasting subsidies,
especially “energy subsidies”. This would allow budgets to focus on important
elements such as diversification and infrastructure. Thirdly is funding deficits
through privatization and the development of a well-structured government
bond market that will allow the sovereign to raise funding in international and
domestic markets and build a yield curve for corporates to do the same.

The National Transformation Program 2020 plans to boost non-oil revenues
by SAR 530 billion by 2020. In an interview with Bloomberg Saudi Arabia’s
Deputy Crown Prince Mohammed bin Salman detailed some of the proposed
measures ranging from VAT to levies on sugary and energy drinks, and the
possibility of introducing a system similar to the US Green Card system to target
expatriates. On June 13" Saudi Arabia cabinet approved a land tax of 2.5% on
any undeveloped land plots in excess of 10,000 square meters.

Electricity and water subsidy reforms should alleviate about SAR 200bn by
2020 according to the NTP 2020 and wages and salaries are to decline to 40%
of the budget from 45%, taking off almost USD 30bn from the budget by then.
With further reforms and focus on effectiveness in spending alleviating pressure
on the budget in the run-up to Vision 2030.

Government debt will rise to 30% of GDP from 7% currently by 2020, with
Saudi Arabia eyeing a sizeable (USD 10bn-15bn) benchmark sovereign bond
according to market sources at time of publication. Bond issuance will allow the
Saudi sovereign to more efficiently fund its deficits and will alleviate pressure on
the banking system to lend to the government thus crowding out the private
sector.

Managing Saudi Arabia’s fiscal landscape will be crucial to allowing it to
deliver on its Vision 2030 aspirations. All elements of the Vision whether long
term or through the medium term NTP 2020 will imply significant costs to the
government. The 543 initiatives of the NTP 2020 will cost the government SAR
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268bn. Policymakers need to insure that enough fiscal receipts flow into
government coffers to allow them to carry through the transformation programs.
The combination of initiatives from boosting income sources, clamping down on
subsidies, releasing value through privatization and looking at more effective
channels to fund the budgets through bonds are signals that policymakers are
moving in the right direction.

Building industry

Saudi Arabia industrial sector, which has strong foundations around the
petrochemical’s sector and presents one of the strongest opportunities for
job creation in the kingdom. A key factor is that labor footprint of the
petrochemicals’ industry gets larger the further these industries get down-
streamed and move into higher value added output. The petrochemical sector
currently accounts for about two-thirds of non-oil exports and close to 10% of total
exports.

Saudi Arabia’s petrochemical’s sector is based largely in the twin industrial
cities of Jubail (on the Arabian Gulf) and Yanbu (on the Red Sea). Jubail and
Yanbu are fully developed, stand-alone cities, hosting widely diversified industries
from petrochemical, mineral and synthetic material producers to downstream and
finished products. The City of Jubail alone produces 7% of the world’s
petrochemicals, attracts close to 50% of total KSA foreign investment and has
sustained an annual growth rate of 6%. It has so far sustained almost USD 141bn
of investment.

Building on the strength of the petrochemical’s sector base will allow Saudi
Arabia to develop a strong ecosystem for the manufacturing sector. Saudi
Basic Industries Corporation (SABIC) which is 70% government owned ranks as
the fifth largest petrochemicals producer globally. The world’s largest integrated
petrochemicals plant is being built in a joint venture between Saudi Aramco and
the US based Dow Chemical Company. And while regulated prices for gas
feedstock (going as low 10% of the cost for US and European produces) have
supported growth, it has resulted in operational inefficiencies, something
producers in the Kingdom are now looking to address.

Further down-streaming production could be very simply defined as moving into
higher value products from more complex derivate petrochemical to cluster
sectors that manufacture goods ranging from plastics to components for use in
the high tech sector. As industries downstream the labor foot printincreases,
the value added of the output goes up, and this then drives the development
of human capital as it requires high skills, exerting pressure on the workforce to
be equipped for the same.

The manufacturing sector in Saudi Arabia could best be described as
lagging especially when compared to other developing countries around
the world. Yet the fundamental arguments for developing this sector are strong.
The country has a large base of inputs needed for the manufacturing process
ranging from metals to other mineral resources. It also has the growing labor
footprint that needs employment. And the development of its infrastructure
especially ports will allow it to become a strong export base to markets straddled
in its geographic proximity across Africa and Asia. The size of its domestic market
alone is also quite significant, as the country imports almost all of its
manufactured goods needs.

Saudi Arabia’s mining sector also represents very strong potential with
estimates that the sector contributes about USD 20bn dollars to GDP
annually and employs close to 250,000 people. The country’s mineral bank
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includes precious and base metals, phosphate and bauxite, silica, limestone
gypsum and magnesite. The potential and scope for growth of the industry is
strong, driven by untapped mineral potential as new discoveries add to the
geographic land bank of mineral deposits. Energy resources supplement
production and processing. And local and regional demand is strong as industrial
diversification takes a foothold and increases demand for these mining resources.

Saudi Vision 2030 has not missed on the importance of these themes. The
Strategic Transformation Program for Aramco plans to move it from an oil
producing company to a global industrial global conglomerate according to the
document. By 2020 Saudi plans to boost the potential of the mining sector to
reach SAR 97 billion and create 90,000 jobs. The Vision 2030 plans structural
reforms to the mining sector in areas ranging from licensing to funding. In the
manufacturing sector Saudi Arabia plans to localize production of renewable
energies technologies, 50% of defense sector needs, and to develop equipment
manufacturing as part of the longer term Vision.

The Vision 2030 ambitions around the mining, manufacturing and wider industrial
sectors sector are very ambitious. Yet they strike a tone of being grounded in
reality as they build on the inherent strengths of the kingdom. The challenges will
be in ensuring that privatization and reforms make the sectors more attractive for
foreign investments, and that the pace of development is matched with the
needed resources be they financial or infrastructure. Most importantly the
development of human capital will take center stage as productivity and skill sets
will be core drivers of successful employment goals for Saudi Nationals.
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Developing human capital

Developing Human Capital presents one of the biggest challenges and
opportunities for Saudi Arabia’s long term development goals. Challenges
to human capital development include productivity, incentives for taking up
employment in the private sector, education, female participation and the growing
need for diversified skillsets presented by Saudi Arabia’s diversification
programs. Given that demographics and employment stand at the heart of Saudi
Arabia’s transformation programs and long development plans, it will be crucial
that government policies for the NTP 2020 and the wider Vision 2030 address
these challenges, and open the scope for employment of Saudi Arabia’s youth.
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Developing a skilled workforce will be the key to the success of Saudi Arabia’s
diversification plans, especially as the economy moves down the path of creating
higher value jobs. The current structure of the workforce is not compatible
with the long term needs of the economy.

First given the significant developments taking place around high value jobs in
the industrial sector, there is need to push up the contribution of sciences
and mathematics in school curriculums and widen the scope of degrees in
Saudi universities to allow for more technical qualifications. Secondly
incentives for employment in the public sector are significantly higher than those
of the private sector, particularly in relation to wages that are between 70% and
90% higher. This explains why 9 in 10 Saudis’ choose public sector employment.
Limiting that wage differential and guiding more Saudi’'s towards private sector
employment is necessary. Finally legislation needs reform. Initiatives like Saudi
Arabia’s “Saudisation” programs while alleviating short term unemployment
create long term inefficiencies by reducing productivity, as the incentive to be
productive on the back of guarantees to employment are low.

The privatization programs introduced by the government in its Vision 2030
plans should allow for some rebalancing between public sector and private
sector employment. The Saudi labor minster recently said there is a need to
have an additional 1.1 million to 1.3 million jobs to reduce unemployment to the
targeted 7% by 2030. Schemes around the industrial sector development are
likely to play a lead role as it allows for the creation of the quantity and quality of
jobs needed. Genuine development of the private sector driven by FDI inflows
and the growth of SME’s would also play a key role. The focus for policy makers
needs to be on ensuring the legislative framework is supportive of that with
enough incentives from ease of setting up to financing exist for the development
of the private sector.

Participation of women in the workforce will need to rise, especially if Saudi
families will need to see a rise in household income which will translate into better
living standards. Women currently account for 22% of the workforce, but 50% of
university graduates. Vision 2030 plans to increase the participation of women to
30% by that year. However there are several challenges ranging from social
acceptability of having women work in the conservative Saudi households, to
regulations requiring segregation of men and women, and transportation needs
given the ban on women driving.
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Vision 2030 and the NTP 2020 have set some very clear targets to dealing with
the human capital challenges. This is perhaps the ultimate challenge for
policymakers as it will call for a paradigm shift of the structure of the labor
force and need strong commitment from all stakeholders. Preparing the ground
by refining legislation, developing the private sector, and re-aligning education
and skill set development around future job market needs is the way forward.

The path ahead

Saudi Arabia’s Vision 2030 is a landmark proposal, ambitious, brash, and
in some instances quite perplexing. However underlying it, especially as the
National Transformation Program 2020 launched in June shows, is a very
specific set of measurable deliverables for all key stakeholders to
implement, monitor and deliver on its’s aspirations. It is clear that Saudi
Arabia’s leadership, especially under the lead of Deputy Crown Prince
Mohammed bin Salman who is leading the Vision 2030 program sees an urgent
need to transform and shift Saudi Arabia to deal with the new economic realities
and Saudi Arabia demographics. This fast growing demographics is probably the
strongest driving force behind this ambitious transformation program.

The challenge for Saudi policy makers will be in implementing all of these
plans, given the need to execute a variety of programs and reform measure
across different areas ranging from fiscal, economic, social and governmental
within a limited space of time. Costs are another concern, especially in an
environment of low oil prices and reserve drawdowns. Saudi Arabia needs to
manage a fine line between delivering targets and not overrunning costs. As more
granular information relating to the different transformation targets are released,
there is a sense that while ambitious, many of the initiatives are achievable, as
long as key popular support is maintained. Given the way this initiative is being
driven from the top, and combined with a strong ambition to see it through, there
is every likelihood that it can succeed.
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Appendix I: Vision 2030 & Goals
Vision 2030

Saudi Arabia’s Vision 2030 presents a shift in Saudi development blueprints
from 5 year economic plans into longer term socio economic models for
the Kingdom. The targets that Vision 2030 sets both for economic and social
transformation are quite ambitious, and they come at a time where the MENA
(Middle East and North Africa) region as a whole has been undergoing significant
transitions. The focus on economic sustainability, human capital development
and fiscal prudence comes as the Kingdom’s and regions’ wider economic
models of dependence on hydrocarbons undergoes a pivotal shift.

A more diverse economy will create more sustainable jobs and reduce
unemployment for Saudi Arabia’s rapidly expanding young population. A
focus on human capital by focusing on education and productivity will create a
more capable workforce, and reduce dependence on imported labor. Diversifying
sources of income by privatization, taxation, and developing bond market will
allow the kingdom to sustain funding for its budget without depending on a
hydrocarbon market that is becoming both more volatile and unpredictable. The
social development targets that Vision 2030 undertakes to deliver are also quite
ambitious and aim to improve and raise quality of life standards for the Kingdom
and transform it into a more open economy in line with its role as a G20 member.

Policy makers in Saudi Arabia have highlighted three key themes for Vision
2030. While very broad in context, they encapsulate some very relevant
development and reform objectives that if undertaken could dramatically alter the
economic structure of the kingdom by 2030. The challenge in the medium term
would be in sustaining broad based support to wean the country off some of the
comforts that Saudi society currently enjoys. In the short run this is likely to be
both painful and difficult, yet in the long run the benefits will outweigh. The Vision
2030 themes of a “Thriving Economy”, “A Vibrant Society” and “An
Ambitious Nation” encompass dynamics that will change Saudi Arabia
economic and social dynamics between now and 2030.

Vision 2030: Employment and Female Participation
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Vision 2030 Goals

Economic

The first theme and the most relevant for Saudi Arabia’s economic
diversification footprint is “Thriving Economy”. This theme tackles some of
the most relevant aspects for Saudi Arabia’ economic diversification blue print.
Private sector development is taking center stage as the Kingdom looks at the
private sector to drive the economy forward in the long run and be the key engine
for job creation.

Vision 2030 aims is to increase the contribution of SME’ to GDP from 20% to
35%, and the private sector contribution to GDP from 40% to 65%.Increasing
the private sector contribution and boosting the SME contribution are both
achievable goals. The path ahead is through privatization and in allowing
businesses particularly smaller and medium sized ones to play a more prominent
role in economic development by setting the right policies and incentives. The
Vision also targets boosting foreign direct investment from 3.8% to 5.7% of GDP,
and rising to the top 10 ranks on the Global Competitiveness Index by 2030.
Attracting more FDI and moving up global competiveness indices will correlate to
the level of improvements in government services efficiencies and transparency.

Furthermore the theme sets other more ambitious targets such as raising the
share non-oil exports of the non-oil GDP from 16% to 50% by 2030. This
target will be a big test of the kingdoms resolve to shift from a largely hydrocarbon
exporting country into a more “industrially diverse” economy, and the privatization
and transformation of the state oil producer Aramco will be the key litmus test of
its likely success. Boosting the size of the Public Investment Fund’s assets from
SAR 600 billion to SAR 7 trillion is equally ambitious and will be driven by the
pace of privatization and value realization of various Saudi state assets.

Tackling unemployment and boosting female participation in the workforce
are two other important elements. Policy makers plan to lower the “official”
unemployment rate from 11.6% to 7%. Given the pace of population growth of
the challenge will be creating enough private sector jobs that can absorb it. Public
sector jobs that currently account for 90% of Saudi national employment will
struggle to cope with the number of young Saudi’'s coming into the job market.
Allowing wider participation of women in the workforce will be driven by the how
rapidly the conservative kingdom embraces the need to allow women to
participate as workforce partners.

Given the wider economic transformation into an industrially driven economy,
Saudi Arabia is also keen on developing its logistics infrastructure as part
of this theme. It has set a target of moving up the Logistics Performance Index
from their current position of 49 to 25. This is a particularly important theme as
Saudi Arabia needs to develop significant sea and air port capabilities,
supplemented by strong rail freight and road transport links that will web together
various industrial zones to key ports to allow for efficient exports of Saudi’s future
industrial export ambitions to key markets globally.

The oil and gas sector will continue to hold a very important role, even in a
more economically diversified Saudi Arabia. Firstitis likely to be a key source
for much of the power and raw input needs of a more diversified industrial sector.
Furthermore the kingdom plans to increase the localization of this sector from
40% to 75% by 2030. This is reflective of a reality that the oil sector will continue
to be relevant, and this relevance needs to be more widely utilized. However the
future of the Kingdom’s economic diversification aspirations will be driven by
using the oil sector as bridge into its wider diversification targets

Page 8



[(a Emirates NBD

Quality of Life

The theme of “Vibrant Society” focuses on addressing quality of life
dynamics in Saudi Arabia. This will be a delicate balance between the
Kingdom’s conservative norms and the expectations of a younger population and
a more dynamic government. Balancing quality of life development and economic
development go hand in hand. Measuring these deliverables will be tricky but
policy makers have selected a number of qualitative global indices as
benchmarks.

Among the targets set are for Saudi Arabia to have three cities to be
recognized in the top 100 cities globally, and to improve Saudi Arabia’s
standing in the Social Capital index from 26 to 10.The quality ranking for cities
globally is compiled by a number of different bodies, the Mercer compilation being
among the better known ones. In 2015 Dubai ranked as the highest city in the
Middle East at 74 in the overall rankings.

Saudi Arabia’s road map to climbing up the rankings would be through
improvements to infrastructure, healthcare, education, safety, and
recreation. The level of openness of the economy and of the wider society will
be another critical measure. This will go hand in hand with improvements to Saudi
Arabia Social Capital index. Improvements to life expectancy and health will be
driven by incentives policy makers undertake to increase the population’s
involvement in sports, and to boost the quality of health care provided.

Saudi Arabia plans to double the number of sites registered with UNESCO
by 2030. Adding further sites under UNESCO should tap into Saudi Arabia’s
history to improve tourism flows into both religious and other historic sites that
have been untapped in the past.

Religious tourism has formed the largest component of tourism flows to
the Kingdom that is home to the Two Holy Mosques. Vision 2030 aims to
further build on the strength of the religious tourism sector by boosting the number
of visitors that perform the Umrah to 30 million from 8 million currently (which is
up three fold from a decade back). With the third expansion of the Two Holy
Mosques already underway and work progressing on the Makkah Metro and rail
and road infrastructure connecting the holy sites of the kingdom, Saudi Arabia is
building the infrastructure to receive an increasing number of religious visitors.

Life Expectancy (Years)
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Governance and Social Responsibility

The third theme highlighted by policymakers under “An Ambitious Nation”
focuses on governance and wider social responsibility. The focus in regards
to government and governance is around efficiency, effectiveness and better
management of government fiscal resources. Saudi Arabia plans to boost its
ranking on the Government Effectiveness Index from 80 currently to 20. The
measure is compiled by the World Bank, and improvements to Saudi Arabia’s
ranking will be driven by efforts to boost effectiveness in the provision of services
to various stakeholders in society be they enterprises or individuals. This will
mean the adoption of smarter soft policies

Development of e-government services and the efficiency of the provision
of these services will be key in allowing Saudi Arabia to apply government
effectiveness improvements rapidly. The Kingdom plans to move up the E-
Government Survey Index compiled by the United Nations from the current
position of 36 to the top 5 globally. The metric assess countries based on e-
government leadership, inclusive e-participation policies, broad ranging e-
services and extensive open government portals. Bahrain is the highest ranking
country in the Middle East at 18, and across the GCC governments are adopting
efficiency improvements in e-government to be the corner stone for wider social
and economic reform.

Increasing non-oil government revenue from SAR 163 billion to SAR 1
trillion as part of Vision 2030 targets, will mean significantly expanding and
diversifying sources of funding for the Kingdom’s budget. Introducing VAT,
privatization and building up the sovereign wealth fund are likely to be key
contributors of new non-oil income growth. Reforms of subsidies will likely be the
most significant development from a cost perspective, with long term targets of
phasing out wasteful energy subsidies, and instead adopting smarter subsidies
that target people in lower income brackets.

Other goals focus on social responsibility issues. These include raising
household saving from 6% to 10% of household income, improving the non-profit
sector’s contribution to GDP from less than 1% to 5%, and encouraging a
volunteering culture in the country by increasing the number of participants in
volunteering activities from 11,000 to one million. These measures are
challenging to both apply and measure, and they would require a generational
mindset shift to embrace social responsibility in the manner envisaged. Education
and schools will likely need to set the scene for the Kingdom'’s drive toward wider
social responsibility.

Saudi Population Dynamics
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Appendix Il: National Tranformation Program 2020

Objectives & Goals

The National Transformation Program 2020 (NTP 2020) was approved by the
Saudi Cabinet on the 6™ of June 2016, and is part of the wider Vision 2030
strategy. Where Vision 2030 outlines the long-term strategic goals, the NTP
2020 sets specific objectives over the next five years to be achieved to align
Saudi Arabiatowards meeting Vision 2030 goals. The NTP 2020 lists strategic
objectives, key performance targets and benchmarks and focuses on building
institutional capabilities of different Saudi government bodies operating in
developmental and economic fields to better equip them to meet the goals of
Vision 2030.

The aims of NTP 2020 are to identify strategic objectives, translating these
objectives into initiatives, and promoting joint action towards achieving Common
National Goals. The Common National Goals to be set in line with the wider
Vision 2030. The NTP 2020 document lists four key common goals: employment,
private sector participation, local content maximization, and digital transformation.

Job creation is a very central theme both to the NTP 2020 and to the wider
goals of Vision 2030. The initiative by the program is expected to create 450,000
jobs in the non-government sector by 2020. Creating jobs in the private sector
will be crucial to dealing with Saudi Arabia’s rapidly growing young population,
and lessen the burden on the public sector which currently employs close to 90%
of Saudi Nationals. Some of the challenges that the NTP 2020 will need to
address will include ensuring educational skillsets will qualify Saudi’s to take on
new private sector jobs. Also to ensure incentives do not continue to skew Saudi
Nationals towards preference for public sector employment, and to make sure
private sector contribution to new job opportunities is driven by providing sufficient
benefits and incentives for the private sector to invest and create new jobs.

Strengthening partnerships with the private sector is another key common
goal of the NTP 2020. In 2016 the NTP has set out 543 initiatives across 24
government bodies at a total cost to the government of SAR 268bn (USD 71bn).
The NTP states that the private sector should cover 40% of the program implying
a total cost of SAR 450bn (USD 120bn). Incentives to attract private sector
investment and thus involvement in shouldering part of the costs of the NTP have
not been detailed. Increasing private sector contribution will come through
improving the business legislative framework, rehabilitating economic cities,
creating new free zones, boosting the competiveness of the energy sector, and
developing the retail sector.

Maximizing Local Content is another identified common goal. According to
the NTP document some of the program’s initiatives will eventually lead to
localizing about SAR 270bn of production and content. Increasing value added,
creating job opportunities and reducing dependence on imports will be other
important features. The document has not detailed how these initiatives will be
aligned toward increasing local content. In our view we see continent localization,
boosting value added and creating job opportunities falling within wider reforms
of privatization and industrial transformation programs that Vision 2030 has set
out. Further down streaming Saudi Arabia’s industrial and petrochemical sector
and building new higher value cluster sectors around it is one strong avenue for
achieving these goals.

Digitization is another important element and identified common goal. The
NTP has identified 29 digital initiatives for key sectors to be developed. This also
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falls within wider plans for Saudi Arabia to develop its digital infrastructure for
vision 2030. We view efforts to digitize government services in particular as one
of the strongest elements of the overall digitization program as it will allow for the
introduction of efficiencies that will make it easier for example to set up and run
business, and improve the provisioning of services to the public.

Benchmarks and Key Targets

The actual NTP 2020 document looks quite similar to a score card of
development objectives for the various participating government entities.
At the onset all participating government entities had to identify challenges and
obstacles for achieving Vision 2030 and set targets by 2020 for addressing them.
They were asked to develop detailed timelines, identify resources needed and
assign responsibilities for achieving them, and to publish these targets to allow
for wider transparency and public accountability. Finally all these objectives will
undergo auditing, consistent improvement measures, and will allow for further
expansion through the launch of new initiatives and adding of new participants.

While the NTP document has made some important targets quite explicit,
we had expected more detailed information and prospective timelines on
privatization programs, economic diversification efforts and implementation of
new taxes. Some of the key targets are unspecified or “under study” in this first
release of the NTP. Some comments about new income taxes were made by a
cabinet minister speaking to the press, but the only objective relating to increasing
non-oil revenue in the NTP document was to raise this from SAR 163.5bn to SAR
530bn by 2020.

Some key targets for the budget by 2020 have been detailed and these
include increasing non-oil revenue by 224% to SAR 530bn. Wages and salaries
are to decline to 40% of the budget from 45% (SAR 30BN in cuts), cutting water
and electricity subsidies by SAR 200bn (20% decline), and increasing
government debt to 30% of GDP from 7.7% currently. Other 2020 targets like
revenue from privatization, detailed non-oil GDP and private sector contribution
to GDP targets, remain under study.

Performance indicators for various government departments to reach by
2020 include financial, quantitative and qualitative targets. A few key
highlights: The Ministry of Housing has a target to increase the contribution of the
real estate sector to 10% of GDP from 5% and reduce the average cost of a
house to 5x individual income from 10x. The Royal Commission for Yanbu and
Jubail plans 93% revenue growth and 56% increase in new private sector
investment. The Ministry of Health plans to enroll 4000 Saudi physicians in
training programs from 2200 currently, and license 100% of medical facilities from
40% currently. The Ministry of Environment, Water and Agriculture plans to raise
water tariffs to cover 100% of actual cost up from 30% currently.

The NTP has the opportunity to be a transformational program for Saudi Arabia’s
medium term and long term vision goals and targets. Addressing further details
on privatization, diversification, taxation and other undefined elements would be
helpful in the short run. Implementation and follow through on delivering within
timelines and according to set metrics will open up a new page for Saudi Arabia’s
development and allow its government institutions to be well aligned and capable
on delivering Vision 2030.
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NTP Key Performance Indicators

Ministry of Housing

e Increase the contribution of the real estate sector to 10% of GDP from
5%

e Reduce the time to approve and license new residential real estate
development projects to 60 days/ permit from 730

¢ Reduce the average cost of a house to 5x individual's annual income
from 10x

e Increase real estate financing to 15% non-oil GDP from 8% and reduce
the waiting period to obtain housing financing to 5 yrs from 15 yrs

e 529% of Saudi families to own homes, up from 47%

Royal Commission for Yanbu & Jubail

e Increase the number of value added manufacturing & transformation
products to 516 from 432

e 93% revenue growth

e 56% increase in new private sector investment

Ministry of Education

e 27.2% of children to be enrolled in kindergarten, up from 13%
e Reduce the proportion of illiterate adults to 2.5% from 5.3%
e 15% of students in private education, up from 6%

¢ Increase average student results in international TIMMS tests for Maths
(460, 450) and Science (470, 480) at 4™ and 8" grade, 460 for PISA
reading tests

Ministry of Health

e Private sector healthcare spend to rise to 35% of total from 25%

e 70% of Saudi citizens to have unified digital medical record

e 4000 Saudi physicians enrolled in training programs, up from 2200
e 150 Saudis /100k people in nursing and support, up from 70.2 /100k
e 100% medical facilities to be licensed, up from 40

e SAR 4bn of total revenue to be generated from private sector using
government health resources, up from SAR 0.3bn

e 50% of hospitals to meet US median for patient safety culture, up from
10%

Ministry of Communications and Information Technology

e Increase percentage of FTTH coverage to 80% (densely populated
urban areas) and 55% (urban areas); wireless broadband networks’
coverage of 70% in remote areas

e 85% of internet users in KSA up from 63.7%
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e |T to contribute 2.24% of GDP up from 1.12%

e Total revenue of Saudi postal services to rise to SAR 2.75bn from SAR
1.02bn

e  Cut government subsidy to Saudi Postal Corporation to zero from SAR
2bn.

Ministry of Environment, Water and Agriculture

e 52% of desalinated water production and 20% of treated water through
strategic partners (privatization-related)

e  Water tariff to cover 100% of actual cost, up from 30% (subsidy cut to
zero)

e Increase local content in 40% of capital and operational projects, up
from 30%

Saudi Commission for Tourism and National Heritage

e Increase new tourism investment to SAR 171.5bn from SAR 145bn
e Increase number of jobs in sector by 370,000 to 1.2mn

e 86 new museums, 80 new archaeological sites for visitors, 6 new
registered world heritage sites, 18 new architectural heritage sites

e Increase value added from sector by SAR 33.3bn (40%) and
contribution to GDP by 0.2pp

e  Boost tourism spending by SAR 70bn (two-thirds)
e Increase number of tourists by 17.4mn (27%)

e 40% increase in hotel rooms and hotel apartments
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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 (i) any misrepresentation or breach of an acknowledgement or agreement made as a result of
your receiving the publication.
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Emirates NBD Research & Treasury Contact List

Emirates NBD Head Office
12thFloor

Baniyas Road, Deira
P.OBox777

Dubai

Jonathan Morris
General Manager Wholesale Banking
JonathanM@emiratesnbd.com

Research

Khatija Haque

Head of MENA Research
+9714 230 7803
khatijah@emiratesnbd.com

Anita Yadav

Head of Fixed Income Research
+9714 230 7630
anitay@emiratesnbd.com

Mohammed Al-Tajir

Research Analyst

+9714 609 3005
mohammedtaj@emiratesnbd.com

Sales & Structuring

Group Head — Treasury Sales
Tariq Chaudhary

+971 4 230 7777
tarigmc@emiratesnbd.com

London Sales

James Symington

+44 (0) 20 7838 2240
jamess@emiratesnbd.com

Group Corporate Affairs

Ibrahim Sowaidan
+971 4 609 4113
ibrahims@emiratesnbd.com

Investor Relations

Patrick Clerkin
+971 4 230 7805
patricke@emiratesnbd.com

Aazar Ali Khwaja

Group Treasurer & EVP Global Markets &
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+971 4 609 3000
aazark@emiratersnbd.com

Jean Paul Pigat

Senior Economist

+9714 230 7807
jeanp@emiratesnbd.com

Athanasios Tsetsonis

Sector Economist

+9714 230 7629
athanasiost@emiratesnbd.com

Shady Shaher Elborno
Head of Macro Strategy
+9714 2012300
shadyb@emiratesnbd.com

Saudi Arabia Sales
Numair Attiyah

+966 11 282 5656
numaira@emiratesnbd.com

Egypt

Gary Boon

+20 22 726 5040
garyboon@emiratesnbd.com

Claire Andrea
+971 4 609 4143
clairea@emiratesnbd.com

Tim Fox

Head of Research &

Chief Economist
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timothyf@emiratesnbd.com

Aditya Pugalia

Analyst

+9714 230 7802
adityap@emiratesnbd.com

Edward Bell

Commodity Analyst

+9714 230 7701
edwardpb@emiratesnbd.com

Singapore Sales
Supriyakumar Sakhalkar
+65 65785 627

supriyakumars@emiratesnbd.com
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