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IN BRIEF

LONG-TERM OUTLOOK

• Longer-term trade prospects are better than the 
short-term outlook, aided by strong commitment to 
diversification under the government’s ambitious 
development plans. 

• The oil sector remains dominant, but its contribution 
to the rise in exports will ease from 87% in 2016-20 to 
78% in 2021-30. Growth in non-oil exports will remain 

oil-related in 2021-30 despite a better performance in 
manufacturing. While the key import sectors will remain 
broadly unchanged over the period to 2030, the range 
of imports will widen. 

• Services were just 7% of total goods and services 
exports in 2015, but we expect these to grow 8% pa in 
2021-30, mainly due to rising tourism. 

Saudi Arabia’s growth and trade prospects are relatively gloomy in the near term, reflecting low 
oil prices, fiscal consolidation and a weak global outlook. But ambitious and comprehensive 
plans encapsulated in the five-year National Transformation Plan and the longer-term Vision 2030 
document, together with rising oil prices, should see growth rising and much stronger trade, 
particularly for non-oil goods and services exports, the latter focused on tourism but also transport 
and construction.

ECONOMIC OUTLOOK 
The long-term economic outlook remains uncertain given 
the collapse in the oil price since mid-2014, the prospect 
of a prolonged period of relatively low oil prices and Saudi 
Arabia’s still-heavy oil dependence despite many attempts 
to diversify. However, the five-year National Transformation 
Plan launched earlier this year and Vision 2030 offer hope 
for much-needed diversification given the comprehensive 
nature of the plans, the beginnings of implementation 
already and the sense of commitment and urgency from 
the political leadership spearheaded by the Deputy Crown 
Prince. Even so, progress on diversification will be slow and 
will fall short of the more ambitious targets, even though 
economic growth is forecast to pick up after the relatively 
weak performance of only around 1% in the next few years. 

One of the most ambitious targets is to boost the ratio of 
non-oil exports as a percentage of non-oil GDP from 16% 
now to 50% by 2030. Currently, non-oil goods exports 
largely comprise oil-related products such as chemicals 
and plastics, which in total accounted for less than 10% 
of goods exports in 2015. Services exports represent just 
7% of total goods and services exports. The official plans 
envisage rapid development of a number of sectors: 
(1) mineral resources, including gold, uranium and 
aluminium; (2) tourism by increasing the numbers attending 
the Hajj and Umrah; (3) in non-oil manufacturing, priority will 
be given to localise military equipment spending.
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EXPORT CORRIDORS TO WATCH - GOODS 
The dominance of the oil sector will decline only very slowly 
over the forecast period as the government implements its 
post-oil plans. Exports of oil and oil products will contribute  
87% of the projected increase in merchandise exports in  
2016-20, before falling to 78% in 2021-30. Within non-oil 
exports, the main growth will stay focused on the oil-related 
product sectors which make up the vast majority of the total 
currently. Chemicals will contribute 8% to the forecast increase 
in exports in the decade to 2030 compared with just 2% in 
2016-20. Plastics will contribute 5% and gas 3% in 2021-30. 
Among truly non-oil sectors, transport equipment, non-ferrous 
metals and metalliferous ores are the only industries making 
a noticeable contribution to the increase in exports over the 
decade to 2030. 

The ranking of top export destinations is set to change a little 
over the next 15 years. China will remain at number one in 
2030 and will increase its dominance given its still relatively 
fast growth and demand for energy. India will move from fourth 
to second, again on rapid economic and population growth 
and rising demand for energy. Conversely, Japan drops from 
second to third as a result of its weak growth and a declining 
population, although it will continue to obtain much of its oil 
from Saudi Arabia. The US continues its drop down the rankings 
from first in 2014 and third in 2015 to just fifth in 2030. This 
reflects relatively slower growth and greatly reduced demand 
for Saudi Arabia oil given its burgeoning shale industry.

India and China will be among the three fastest export growth 
destinations in 2021-30, rising by an average 10% pa. Rapidly 
growing and industrialising Vietnam will also see 10% growth. 
Just below these three are Bangladesh and Malaysia, with 
exports to these increasing by 9% pa in 2021-30 reflecting their 
rapid growth in demand for energy imports. Exports to Turkey 
accelerate to 8% a year in 2021-30, while those to Egypt will 
pick up as its economy begins to recover more strongly. 

Sector contribution to increase in goods exports*

Exports of goods by sector, 2016-30

Top 5 Hotlist Export Destinations

Note: Ranking among the 24 trade partners covered in the HSBC Trade Forecast.  
Fastest-growing trade routes are listed in the Annex. 

ICT equipment

Other manufactures

Machinery

Agricultural products

Chemicals

Raw materials

Transport equipment Mineral fuels

Source: Oxford Economics

*Chart shows the contribution from each sector to the projected increase in total merchandise 
  exports over the relevant period.
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1 China China
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3 USA Japan

4 India Korea

5 Korea USA

Source: Oxford Economics
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IMPORT CORRIDORS TO WATCH - GOODS
With the Saudi economy still dominated by oil and with a very 
narrow industrial base that is expected to diversify only very 
slowly by 2030, imports will remain focused on manufactured 
products, raw materials including metals and textiles, and 
consumer demand for food, clothing and automotives. 

Even so, there are some interesting trends emerging, 
including a wider range of items being imported over the 
longer term as the economy diversifies. Nevertheless, the top 
five import sectors will remain the same in 2030, albeit in a 
slightly different order, led by industrial machinery, transport 
equipment and mineral manufactures. 

China and the US were the two leading origins of 
merchandise imports in 2015, each accounting for around 
12% of total goods imports. These are forecast to remain 
as the top two in 2030, though China will extend its lead as 
its exports to Saudi Arabia grow much faster, by 11% pa in 
2021-30. India will go from fifth most important supplier to 
Saudi Arabia in 2015 to third by 2030 as its economy expands 
rapidly. India’s growth in exports to Saudi Arabia at 11% pa 
will match China’s in the period 2021-30 putting these two 
at the top of the fastest-growing import sources (along with 
Vietnam). Turkey, Malaysia, Egypt and Canada will see 9% 
pa growth in their exports to Saudi Arabia in 2021-30, all 
accelerating quite strongly as Saudi import demand picks up. 

Sector contribution to increase in goods imports*

Imports of goods by sector, 2016-30

Top 5 Hotlist Import Origins

Note: Ranking among the 24 trade partners covered in the HSBC Trade Forecast.  
Fastest-growing trade routes are listed in the Annex.

ICT equipment

Other manufactures

Machinery

Agricultural products

Chemicals

Raw materials

Transport equipment Mineral fuels
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*Chart shows the contribution from each sector to the projected increase in total merchandise 
  exports over the relevant period.
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Saudi Arabia’s economy and trading relations have long 
been dominated by oil. Non-oil exports of goods and 
services have represented a small part of total exports, 
held back by a number of factors including a lack of 
economic development and an uncompetitive exchange 
rate. In 2015 exports of services were US$16.3bn, just 7% 
of total exports of goods and services.

RECENT TRENDS IN SERVICES TRADE: 2000-15
Previous attempts at economic diversification have largely 
failed whether measured in terms of GDP growth or in terms 
of exports and government revenues. In 2000, the share of 
services exports to total exports was 6%, and this had barely 
increased to 7% in 2015. By contrast, imports of services were 
37% of total imports, slightly down on the 40% share in 2000. 
This much higher share partly reflects the low level of imports 
generally, just 38% of total GDP, as well as the high level of 
service imports related to the oil and tourism industries.  

The leading services’ export destination of the countries 
covered by our analysis is the UAE by far. It represents some 
24% of the total, of which 87% is related to tourism, mainly 

religious tourism. After this come the US (5%), Japan (4%), 
Egypt (4%), China (3%) and India (3%). While some 43% of 
services exports are not covered by the analysis, we know  
that 75% of this is accounted for by tourism and largely by 
Gulf countries, Iran and other Islamic countries. The main 
import destination is also the UAE, followed by the US, UK, 
Egypt, Japan, and France. The main sectors are again tourism, 
followed by transport and construction. But finance is 
important in countries such as the US and UK. 

In 2015, services exports were dominated by tourism, 
accounting for 62% of the total. Nearly half of this is religious 
tourism particularly related to the Hajj and Umrah. Such 
tourism originates from Islamic countries, principally from 
the Gulf, Iran and Egypt but also North Africa. Other tourism 
is split evenly between ‘holidays and shopping’, ‘business 
and conferences’ and ‘visiting friends and relatives’. The next 
most important export sector is transport accounting for 17% 
of the total, which mainly comprises the transport of freight 
and passengers as well as logistics and courier services. After 
these, construction accounts for less than 8% of total services 
exports, with building companies prominent in the MENA 
region in particular. 

SPECIAL FOCUS: TRADE IN SERVICES
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SPECIAL FOCUS
OUTLOOK FOR SERVICES TRADE: 2016-30
In the period 2021-30, we expect Saudi Arabia to be one 
of the fastest-growing countries for services exports, 
averaging 8% pa, only exceeded by India, Indonesia and 
China. This strong growth will be underpinned by the 
country’s post-oil plan encapsulated by Vision 2030 and the 
five-year National Transformation Plan. Diversification is 
seen not only in non-oil manufacturing and mining but also 
services, most prominently in tourism. 

In the last decade, the number of Umrah visitors from 
overseas (largely pilgrims heading to Mecca) has tripled to 
8m. The government hopes to increase this number to 15m 
by 2020 and to 30m by 2030, but this seems over-ambitious, 
despite plans to expand the two Holy Mosques, to 
modernise and increase the capacity of airports, to launch 
a Mecca Metro to complement railroad and train projects, 
and to establish more museums and prepare new 
tourist, cultural and historical sites. Talk of improving visa 
application procedures may help, but visitor numbers 
are likely to be hit by the announcement that non-GCC 
nationals face sharply higher visa fees from October this 
year. Airline passenger fees are being introduced too. 
As a result, our forecasts see export values from tourism 
growing by just 4.5% pa between 2015 and 2030, well 
below the official target. 

Other areas of services will hope to benefit from increased 
government funds, from improved infrastructure, economic 
development, more relevant vocational education and 
training, and from foreign investment. Indeed, the sector 
showing the strongest growth is transport, forecast to rise 
by nearly 6% pa over the next 15 years as it benefits from 
the expected upturn in global merchandise trade. 

The main impediments to growth in services will be the 
economic, political, social and institutional impediments to 
implementing a very ambitious post-oil plan. Boosting the 
supply side of the economy will not be easy, while there 
will likely be severe strains to the existing “contracts” 
which could threaten political and social instability. 

Sector shares in total services exports

Exports of services by sector, 2016-30

Top 5 Hotlist Services Export Destinations

Note: Ranking among the 23 trade partners covered in the HSBC Trade in Services Forecast. 
Fastest-growing trade routes are listed in the Annex.
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ALTERNATIVE SCENARIO FOR TRADE
In light of the growing political risks to globalisation, HSBC 
and Oxford Economics have collaborated to model the 
impact on trade flows and economic activity of a potential 
‘alternative scenario’ for world trade. This scenario is based 
on (1) the UK enduring a ‘hard’ exit from the EU involving 
loss of access to the common market, and (2) the new US 
President implementing a variety of protectionist policies 
that trigger retaliatory measures from emerging markets.  
A detailed description of the scenario assumptions and 
methodology are provided in the main Global Report.

In our alternative scenario we do not envision that the US 
imposes any new trade barriers on Saudi Arabia, which 
does relatively little trade with Europe. Germany and the 
UK each accounted for around 1% of total merchandise 
exports in 2015, and France around 2.5%. 

Despite this, Saudi’s merchandise exports are heavily 
impacted by the scenario. Firstly, because China accounts 
for over 13% of total merchandise exports from Saudi 
Arabia, Saudi experiences substantial ‘second round’ 
effects from President Trump’s potential tariffs on China. 

Moreover, the impact of slower world growth on oil prices 
would also weaken Saudi exports. Total merchandise 
exports by value are 6.5% lower by 2030 than in the 
baseline. 

At just over USD16bn in 2015, Saudi Arabia’s services 
exports are equivalent to just 10% of merchandise exports 
by value. The bulk of Saudi services exports go to other 
Middle Eastern economies, with the UAE accounting for 
around a quarter in 2015. Services demand in general is 
less impacted than goods trade in our alternative scenario, 
and Saudi services exports in the scenario are just 1.2% 
lower than baseline by 2030.
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ANNEX
SAUDI ARABIA’S FASTEST GROWING TRADE ROUTES

Fastest growing goods exports (% year)

Fastest growing goods imports (% year)

Fastest growing services exports (% year)

Rank Destination 2016-20 Destination 2021-30

1 Vietnam 9 Vietnam 10

2 UAE 8 China 10

3 India 7 India 10

4 Bangladesh 6 Bangladesh 9

5 Indonesia 5 Malaysia 9

6 Malaysia 5 Indonesia 8

7 Turkey 4 Turkey 8

8 Canada 4 UAE 7

9 Singapore 4 Egypt 7

10 France 3 Canada 7

Source: Oxford Economics

Rank Destination 2016-20 Destination 2021-30

1 Turkey 6 India 10

2 India 6 Indonesia 9

3 Korea 6 China 9

4 Malaysia 6 Argentina 8

5 UAE 6 Mexico 8

6 Poland 5 Egypt 8

7 Australia 5 Malaysia 7

8 UK 4 UAE 7

9 China 3 Turkey 7

10 Vietnam 3 Vietnam 7

Source: Oxford Economics

Rank Destination 2016-20 Destination 2021-30

1 Vietnam 8 Vietnam 11

2 Australia 7 China 11

3 India 6 India 11

4 Canada 5 Turkey 9

5 UAE 4 Malaysia 9

6 Malaysia 4 Egypt 9

7 Turkey 3 Canada 9

8 Brazil 3 Indonesia 8

9 Indonesia 3 Ireland 8

10 Ireland 3 Poland 8

Source: Oxford Economics
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