
 

Highlights 

Political 

 Saudi Arabia is a hereditary monarchy based on Islam, with King Abdullah bin 
Abdel-Aziz al-Saud ascended to the throne in 2005 

 Succession to next generation poses potential risk on political stability in the 
medium term after the death of two heirs to the throne in the past two years 

 With favorable socio-economic conditions, Saudi Arabia’s political situation 
remains stable  

Economic 

 Economic growth was solid in 2012, supported by increased oil output to 
support slump in Iranian oil exports   

 Large fiscal surplus accumulated through oil exports allowed Saudi Arabia to 
increase fiscal spending on infrastructure projects for diversifying the economy  

 Saudi Arabia joined the World Trade Organization (WTO) in 2005 and further 
liberalized its trade policies since then  

Country Overview 

The Kingdom of Saudi Arabia is the largest country in the Middle East by land area 

and the world’s second-largest Arab country, behind Algeria.  Islam is the sole 

official religion while Islamic principles and social customs influence all aspects of 

life in Saudi Arabia and are strictly observed.  As an absolute monarchy, political 

freedom has been very limited. Neither political parties nor national elections are 

permitted. Economically, Saudi Arabia is an oil-rich country and is a key member of 

the Organization of the Petroleum Exporting Countries (OPEC).  According to the 

OPEC, Saudi Arabia possesses about 22%of the world’s proven petroleum reserves 

and ranks as the world’s largest exporter of petroleum.  The petroleum sector 

accounts for roughly 80% of the kingdom’s budget revenues, 45% of GDP, and 90% 

of export earnings. Apart from petroleum, Saudi Arabia possesses other natural 

resources including natural gas, iron ore, gold, and copper etc.  As a result of the 

dominance of oil sector, Saudi Arabia’s economy has been highly vulnerable to oil 

price volatility.  After the oil price crash in the 1980s which saw Saudi Arabia 

running fiscal deficits for almost twenty years, the government has determined to 

diversify its economy by encouraging the growth of private sectors.  

Key Data 

Capital Riyadh 



Population (2011) 28.0 million  

Currency Saudi Riyal 

Official language Arabic 

Form of state Monarchy 

Major Exports (% of total, 2011) Major Imports (% of total, 2011) 

Mineral products (87.2%) Machinery & transport equipment (38.4%) 

Chemicals (4.5%) Foodstuffs (14.0%)  

Plastics (3.9%) Chemical & metal products (7.5%) 

Top three export countries (% of total, 2011) Top three import countries (% of total, 2011) 

Japan (13.9%) China (12.8%) 

China (13.7%) USA (11.9%) 

USA (13.4%) Germany (7.1%) 

Source: Economist Intelligence Unit (http://www.eiu.com) 

Political Trend 

The al-Saud family has been ruling Saudi Arabia since the kingdom’s foundation in 

1932. The monarchy is hereditary and political decision-making is dominated by the 

royal family, which is composed of thousands of members. National elections and 

political parties are not permitted in Saudi Arabia, only irregular elections at the 

municipal level are allowed. The incumbent King, Abdullah bin Abdel-Aziz al-Saud 

ascended to the throne in 2005, at the age of 81. Prince Salman, aged 76, was 

appointed the new crown prince in June 2012 after the death of Nayef bin Abdul 

Aziz al-Saud, the second heir apparent to die in post in less than a year. The death of 

two heirs to the throne of Saudi Arabia raised concerns on the kingdom’s ageing 

leadership and lack of a transition plan for the next generation in Saudi’s royal 

family. 

 

Despite that Saudi Arabia is ruled by an absolute monarchy, the kingdom 

remained largely untouched by the Arab Spring.  The government has responded 

to the regional unrest by announcing a social welfare package for its citizens, 

featuring pay raises for government employees, new jobs and loan forgiveness 

schemes.  King Abdullah also introduced political reforms, in which women were 

granted the rights to vote and run in future local elections, and serve on the Shura 

Council, the king's advisory board. Yet, the reform had no significant alternation 

on the Saudi power structure, as the Shura Council is a body akin to a parliament 

but with no legislative power. 



Economic Trend 

Economic Indicators 2010 2011 2012* 2013^ 2014^ 

Nominal GDP (USD bn) 526.8 669.5  749.7  755.7  790.1 

Real GDP growth (%) 4.7 7.0* 5.7 4.1 4.9 

GDP per capita (USD) 19,410 23,910 25,940 25,340 25,670 

Inflation (%) 5.4 5.0 4.5# 4.4 3.3 

Budget balance (% of GDP) 4.4 12.0* 12.7 4.3 1.2 

Current account balance (% 
of GDP) 

12.7 23.7 20.5 13.3 10.1 

External debt/GDP (%) 16.1* 16.0* 17.0 18.9 19.7 
#Actual 
*Estimate 
^ Forecast 

Source: Economist Intelligence Unit (http://www.eiu.com) 

 

With favorable oil prices and increased oil exports to compensate for the supply 

interruptions in Libya, Saudi Arabia witnessed robust economic growth in 2011. In 

2012, the economy estimated to expand at a solid rate, supported by increased oil 

output to cover for the slump in Iranian oil exports, continued fiscal stimulus and 

rising investment in industrial and infrastructure projects. Saudi Arabia’s GDP 

growth is expected to slow to 4.1% in 2013 as oil production declines, and pick up 

thereafter, supported by strong domestic demand. Public finances are in healthy 

shape, with considerable budget surplus, albeit the surplus is expected to slide in 

2013 following the implementation of a spending package announced in 2011.  

 

Saudi Arabia has oil reserves to maintain current levels of production for 90 years. 

However, the government has pledged to diversify its economy away from the 

dominant hydrocarbon sector for the long term. Massive capital spending has been 

budgeted for financing new industrial and infrastructure projects, including the 

creation of value-added, energy intensive industries that capitalize on the kingdom's 

vast energy resources, and create jobs in manufacturing, tourism and other services 

sectors.  Nevertheless, trends in the global oil market will remain a key determinant 

of the country’s long term prospects.  

Saudi Arabia is a member of the Gulf Cooperation Council (GCC), which also 

consists of Bahrain, Kuwait, Oman, Qatar, and the UAE. As a member of the GCC, 

Saudi Arabia implemented the Unified Customs Law (ULC) in 2003 to facilitate 

regional trade. In accordance with the ULC, Saudi Arabia imposes a 5% tariff on 

most foreign goods imported from outside of the union. In 2005, Saudi Arabia joined 

the World Trade Organization (WTO) after more than a decade of negotiations. 



Upon accession, Saudi Arabia eliminated tariffs on pharmaceuticals and on products 

covered by the WTO Agreement on Trade in Civil Aircraft. Tariffs on computers, 

semiconductors and other information technology products also ended in 2008. 

However, Saudi Arabia forbids imports of certain items due to religious or security 

reasons. It bans imports of alcohol, non-medical drugs, non-Islamic religious 

materials and other materials deemed offensive to Islamic principles. 

Hong Kong – Saudi Arabian Trade 

 

Source: Census and Statistics Department of Hong Kong 

Saudi Arabia was the 37th largest export market for Hong Kong in 2012, with exports 

value accounting for 0.2% of Hong Kong's total exports. Total exports from Hong 

Kong to Saudi Arabia increased by 18.4% from HK$ 4.9 billion in 2011 to HK$ 5.8 

billion in 2012. The top three export categories to Saudi Arabia in 2012 were: (1) 

Telecommunication equipment and parts (+50.3%), (2) Computers (-4.0%), and (3) 

Watches and clocks (-4.6%), which represented 33.2%, 14.8% and 8.9% of total 

exports to Saudi Arabia respectively. 

 

ECIC Underwriting Experience 



The Hong Kong Export Credit Insurance Corporation (ECIC) imposes no restriction 

on covering Saudi Arabian buyers. Currently, the insured buyers in Saudi Arabia 

range from small and medium sized companies to listed company. For 2012, the 

number and amount of credit limit applications on Saudi Arabia increased by 61.3% 

and 77.6% respectively, while insured business increased by 23.8%. Major insured 

products were electrical appliances (+305.3%), toys (+43.1%) and chemical products 

(+20.2%), which represented 27.7%, 25.6% and 7.6% of ECIC’s insured business in 

Saudi Arabia respectively. For the past 12 months (from March 2012 to February 

2013), there is one payment difficult case on Saudi Arabian buyer for toys of small 

amount, while no claim payment was reported.  
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Disclaimer 

 

The information contained in this website is compiled by the Hong Kong Export Credit Insurance 

Corporation ("HKECIC") for general information only. Whilst HKECIC endeavours to ensure the 

accuracy of this general information, no statement, representation, warranty or guarantee, express or 

implied, is given as to its accuracy or appropriateness for use in any particular circumstances. 

 

HKECIC is not responsible for any loss or damage whatsoever arising out of or in connection with 

any information including data or programmes on this website. HKECIC reserves the right to omit, 

suspend or edit all information compiled by HKECIC on this website at any time in its absolute 

discretion without giving any reason or prior notice. Users are responsible for making their own 

assessment of all information contained in this website and are advised to verify such information and 

obtain independent advice before acting upon it. 

 

 

 


