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BUdget Commenta ry Exhibit: 01 Budget Comparison of KSA in SAR billions

Largest Budget in the History of KSA

1.5

» The budget for the fiscal year 2019 is aimed at 11 o 05 03" 10
inducing spending even though the Saudi 07 06 g
economy is envisioned to narrow its budget ‘ os o3 | ‘
deficit, going forward. 0.3 | I
* For the fiscal year 2019, the Ministry of ! o1
Finance of Saudi Arabia has revealed the . < )
largest budget in the history of Saudi Arabia, 2010 2011 2012 2013 2014 2015 2016 2017 2018e2019b
CompriSing of Spending worth SAR1.106 mRevenue (SAR bin) © Expenditure (SAR bin) m Deficit (SAR bin)
trillion which is a 7.3% increase as compared source(s): Ministry of Finance
to 2018 figure.

(03) (021 (0.1 (1)

Exhibit: 02 Highlights of State Budget of KSA for 2019

= As per the data revealed by the Ministry of

revenues for 2019 are estimated at SAR975

billion with a 8.9% increase as compared to Revenue: 2019b 2018e %
2018 figure.
Taxes 183 166 10.2%

= Qil revenue is expected to form ~68% of the

total revenue in 2019, similar to the  OilRevenue 662 607 9.1%

contribution in 2018. Qil revenue is expected

to contribute SAR662 billion to the total  *Non-oil Revenue 130 172 ~24.4%

revenue figure, 9.1% up from the SAR607

billion oil revenue contribution in 2018. Total Revenue 975 895 8.9%
* Analyzing the oil revenue contribution in 2019, Expenditure 1,106 1,030 7a%

we establish that the oil prices are largely [ gt 131 136 3.7%

anticipated to average around $70 per barrel.

Deficit as a % of
» Revenue contribution from taxes is expected _ SPP
to ramp up by 10.2% in 2019 to reach a 3%ucels: Mty offinance
figure of SAR183 billion (2018: SAR166

billion). . .
Budget Sector Wise Allocation

= The deficit is expected to decline to SAR131

4.6% 4.2%

billion (4.6% of GDP) in 2019, this figure is in  Sector 2019b  2018e %
comparison with the deficit figure of SAR136 bublic Admi )8 7 »
billion for 2018 (4.2% of GDP). Hplie Admin °
= Education sector claimed the largest allocation Fducation 193 205 6%
amongst the sectors, however the allocated ith . 0
amount to the Education sector declined by realth Services 172 159 8
6% as compare to the allocated figure of .. .
. 62 54 15%
SAR205 billion a year ago. unicipat ser
. i Military 191 218 -12%
= Military and Healthcare sectors claimed 17%
and 15% allocation, respectively, securing g ity & regional Admin 103 106 3%
second and third spot in terms of largest
allocation. Basic Equipment & Trans. 70 55 28%
= Furthermore, as per the recently issued royal gconomic Resources 131 106 24%
decree, allowance of SAR1,000 per month will
be paid continuously to the military personnel  general items 156 100 579%
throughout the year 2019.
Total 1,106 1,030 7.4%

Source(s): Ministry of Finance
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Macroeconomic Indicators

Exhibit: 03 Nominal GDP of KSA in $bn and Real GDP Growth

Moderate GDP growth expected in 2019 1,400 >.0%
1,200 *%°
! 1,044 4.0%
The global weak economic environment 1,000 7 3.0%
i i 699 e
started to pose adverse impact on Saudi gy o83
economy in late 2014. However, recently the 616 5"‘5 2.0%
economy has witnessed a turnaround, this  °% Lo
upward trend is expected to continue going 400 '
forward. According to the IMF, nominal GDP of  , 0.0%
Saudi Arabia is expected to reach $717 billion o

in 2019, showing a moderate real GDP growth
rate of 2.6%.

In October 2018, oil prices reached its highest
level in four years time backed by the
production cut by the OPEC -cartel. Brent
averaged $73 per barrel this year till the end
of November 2018, slightly below the oil
prices required to balance the fiscal deficit of
Saudi Arabia.

The oil prices have remained under pressure
recently. The building pressure on the oil
prices is resulting from the ongoing concerns
over excessive supply and lower demand
growth. Through 2019, we expect Brent
benchmark to remain stable within the range
of $65-70 per barrel.

As per the latest data released by SAMA,
overall foreign reserves at Saudi Arabia’s
central bank increased by 1.6% this year till
October to reach $504.6 billion.

The highest increase in the foreign reserves
was reported in the “Reserve Position in the
IMF"” category, which surged by 14.7% YTD
followed by "“Foreign Currency and Deposits
Abroad” category, which reported 12.1% YTD
increase.

As per the data released by Saudi Arabian
Monetary Authority for the month of October,
general consumer price index for October
showed that inflation rate rose by 2.4% YoY
while it showed a decline of 0.3% MoM.

Transportation category witnessed the highest
increase accounting 11.5% YoY increase,
followed by Tobacco and Food and Beverages
categories which rose by 10.1% and 7.3%
YoY, respectively.

In 2019, inflation rate is expected to stabilize
around the current level as the impact of VAT
seems largely absorbed.

2013 2014 2015 2016 2017 2018e 2019f

. GDP

Source(s): Ministry of Finance

Real GDP

-1.0%

Exhibit: 04 KSA Oil Production m barrels vs Brent Oil Price
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Exhibit: 05 KSA Foreign Reserves in $ billion

Source(s): SAMA
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Exhibit: 06 Consumer Price Index
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Performance of TASI

Large caps expected to lift TASI Exhibit 07: TASI Periodic Performance
TASI Return
= In 2018 Tadawul All Share_ Ind_ex (TASI) YTD QTD MTD
reached level of 8,490 surpassing highest level
reached in four-year time. Retumn 8.8% “1.7% 2.0%
Prices as of December 19, 2018
= Besides other factors, the progress towards |ikiihaesnhibaibid it S bbbttt )
inclusion into MSCI Emerging Market and Top Gainers Top Losers
|ncIu5|on_ into FT_SE _Er_nerglng Market Indices Riyad Bank 44.2%  Savola Group -32.8%
played vital role in lifting the market to four-
year hlgh level. Al Rajhi Bank 33.1% SEC -24.0%
Saudi Telecom 32.8% Almarai -7.0%
= Recently TAS; _took_ a downturn on the back of ~ 32.3%  Ma'aden 3.1%
global geopolitical issues and release of global
macroeconomic data showing subdued NCB 29.2% - -
demand growth_ However, TASI looks stable source(s): Tadawul YTD performance prices as of December 19, 2018
and promising equity market amongst the Exhibit 08: TASI Performance
major regional and global markets.
9,000 12.0

= This year till December 17, 2018, Media and

Entertainment had been the best performing 3000 100
sector with a return of 43.7%, followed by 8.0
Banks and Telecommunication Services 7,000 6.0
sectors with a return of 28.4% and 24.1%, a0
respectively. 6,000 '
2.0

= On the other side, Real Estate Management, g
Utilities and Food & Beverages sectors
showed the worst performance with a return
of -28.0%, -24.0% and -19.0%, respectively.

N Turnover

Source(s): Bloomberg

= While comparing the rebased performance, for
this year till December 17, 2018, of TASI with
MSCI Emerging Market and MSCI World 1?9 s
Indices, it is established that TASI . M
outperformed both EM and World Indices by 1000 #~ %™ 92.9
24.9% and 16.1% (active performance),
respectively.

Exhibit 09: TASI Performance Comparison

75.0 83.3

= Currently TASI is trading at a higher PE of
17.1x as compare to MSCI EM and World %0

; . - SR T T T T T T
Indices which are trading at a PE of 11.9x and N T O
16.3x, respectively. S &< 3 37 240 20

TASI MSCI Emerging Market Index MSCI World Index

» In the near-term, we expect TASI continue to source(s): Bloomberg
trade at a higher PE mainly on the back of Exhibit 10: PE Comparison
regulatory changes/ restructuring and
relatively stable oil market. 25.0

. . 20.0 N e 17.1

= Furthermore, we believe that heavyweights P e =S P
continue to perform well mainly due the 150 163
favorable fundamentals, consequently lifting 10.0 s
the market beyond 8,500 mark.

5.0
R T T T T T A T R R
585253532885 :%8
TASI MSCI Emerging Market Index MSCI World Index

Source(s): Bloomberg
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Recent Developments

Recently made corporate announcements

Advanced Petrochemical Company has
announced to pay SAR0.7 per share cash
dividend for Q42018.

The Savola Group has obtained all the
regulatory approvals on its acquisition of a
51% (SAR565.5 million deal) stake in Dubai
based Al Kabeer Group.

Al Kabeer Group is being acquired through the
Savola Group’s wholly owned subsidiary, Good
Food Co., the financial statements will be
consolidated in Q42018.

Bank Albilad has announced to hike capital
by 25% through the issuance of one bonus
share for every four shares held, the new paid
up capital of the bank will be SAR7.5 billion.

Saudi Telecom Company has announced to
pay a cash dividend of SAR1 per share, the
telecom operator has also proposed paying an
exceptional cash dividend of SAR2 per share.

Further, STC has announced that it will
continue its policy to pay SAR1 per share
quarterly dividend for the next three years
starting from Q42018.

Middle East Healthcare Company has
signed an amended regarding its Islamic
financing agreement with Samba Financial
Group.

According to the amended terms the working
capital facilities will be increased to SAR150
million from the current level of SAR35 million.

Saudi Arabian Fertilizers Company has
announced a SAR1.5 per share (15%)
dividend for H12018.

Al Khaleej Training and Education
Company has been awarded a contract worth
SAR17.52 million from the Ministry of Justice
for the provision of unified call services.

Jarir Marketing Company has opened a new
showroom in Al Khobar covering 3,378 square
meters at a total cost of SAR156 million. The
retailer's showroom count has 46 stores in
Saudi Arabia and 55 overseas.

This was the fifth showroom opened by the
retailer in this year, the showroom will have
financial impact in Q42018.

Upcoming Events

: (R

Exhibit 11: Upcoming Events

Dividend Record Date

Company Date (s I-(I\I?T;osuhnatre)
GASCO 1.8% 16.1%
Catering 24.9% 10.3%
SIIG 1.8% -7.1%
Kingdom Holding 0.3% 6.1%

Source(s): Tadawul

Next Expected Dividend Announcement Date

Company Date (s I-(I\I?T;osuhnatre)
ANB 20-12-18 0.65
SABB 23-12-18 0.96
Riyad Bank 24-12-18 1.0
Samba 25-12-18 0.8
Sipchem 26-12-18 0.5
Petrochem 26-12-18 0.5
Al Rajhi Bank 14-01-19 3.0
Saudi Cement 03-02-19 1.0
Qassim Cement 06-02-19 0.5
SAFCO 20-02-19 1.5
SAIB 20-02-19 0.7

Source(s): Bloomberg
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Sectors of Saudi Market

Sectorial Performance of Saudi Market

Sector Wise Performance Summary

Sectors Market Cap Free Float YTD MTD QTD
Energy 33,533 1.8% 16.1% 1.5% -0.5%
Materials 624,916 24.9% 10.3% 4.3% -3.3%
Capital Goods 8,953 1.8% -7.1% 1.8% 11.4%
Commercial & Professional Services 8,208 0.3% 6.1% 4.2% 3.4%
Transportation 11,746 1.2% -10.7% -0.1% -3.4%
Consumer Durables & Apparel 2,916 0.5% -10.2% 1.6% 1.4%
Consumer Services 15,069 1.3% -16.9% 1.8% -5.6%
Media and Entertainment 7,645 0.1% 43.7% 0.5% -8.3%
Retailing 29,937 1.3% 21.4% -0.4% 9.3%
Food & Staples Retailing 7,727 0.4% 7.4% 3.9% 2.8%
Food & Beverages 75,698 3.4% -19.4% 1.0% -4.8%
Healthcare Equipment & Services 22,188 0.9% -13.5% 4.0% -1.8%
Pharma, Biotech & Life Science 3,522 0.2% -2.5% 0.0% -6.2%
Banks 607,523 36.9% 28.4% 1.9% 0.2%
Diversified Financials 30,975 1.1% -14.7% 2.8% -2.0%
Insurance 37,142 2.9% -9.3% 8.3% 10.4%
Telecommunication Services 193,940 4.2% 24.1% 6.2% 1.6%
Utilities 67,504 3.0% -23.7% 5.5% -1.3%
Real Estate Management & 79,803 10.2% -28.4% 1.5% -6.3%
Development

REITs 12,340 3.5% -21.9% 0.47% -1.7%
Total 1,881,372 100% -- - -

Source(s): Tadawul

Data as of December 17, 2018
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Important Disclaimer

This Report/Document does not constitute an offer to sell or a solicitation of an offer to buy
participating Shares in any jurisdiction to any person or an offer or sale. Certain of the
information contained in this Document is based on, or derived from, published sources or
information provided by third parties. None of Arbah Capital and/or any of respective
directors, officers, shareholders, affiliates, employees or agents assume or accept any
responsibility for the accuracy or completeness of such information. Certain statements in
this Document are forward-looking statements. In some cases, they may be identified by
terms such as “anticipates”, “believes”, “could”, “estimates”, “expects”, “targets”, “intends”,
“may”, or “will” or the negative of those terms or comparable terms. In particular, the
Company’s target return, its expectation as to whether and when investments will be
realized and its expectation as regards the performance of the economies in which the
Company proposes to invest are all forward-looking statements. Forward-looking statements
are based on the Target Company’s present beliefs, expectations, intentions and projections
regarding the Company’s future performance, anticipated events or trends and other
matters that are not historical facts. These statements are not guarantees of future
performance and are subject to known and unknown risks, uncertainties and other factors
that could cause actual results to differ materially from those expressed or implied by such
forward-looking statements. Given the risks and uncertainties, prospective investors are
cautioned not to place undue reliance on forward-looking statements. Forward-looking
statements speak only as at the date of this Document. Except as required by applicable
law, the Arbah Capital Company, the Directors do not undertake, and expressly disclaim,
any obligation to update or revise publicly any forward-looking statement in this document,
whether as a result of new information, future events or otherwise.

Arbah Capita' Arbah Research

Al Khaleej Road, Samic Tower,8th Floor, .IIE. iegsggfgggf_rgjggapital'Com
P.O. Box 8807, Dammam 31492, '

Kingdom of Saudi Arabia ‘E\rbah@ASEeE Ma.'t'algeme“t
Toll Free : 800-433-7777 T 066 38318455

T: +966-13-831-6444 Cistormor e

F: +966-13-809-4906 customercare@arbahcapital.com

Web: www.arbahcapital.com info@arbahcapital.com

Arbah Capital is Authorised by the Capital Markets Authority, Bearing License No. 07083-37.

Follow us:

m www.linkedin.com/in/arbah-capital-admin
@arbahcapital

'i Facebook.com/Arbahcapital
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