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 Executive Summary

The global economy continued to recover in 2021 
as a result of the accommodative COVID-19 relief 
measures and increased vaccination levels. The 
recovery was reflected in positive growth rates 
in both advanced and emerging economies. 
However, financial vulnerabilities stemming 
from the historical sovereign debt levels remain 
elevated. In addition, inflationary pressure may 
even intensify as a result of increasing concerns 
about the global energy supply and the increase 
in food prices and shipping cost amid height-
ened geopolitical tensions.

Domestically, most macroeconomic indicators 
improved in 2021. Oil GDP grew, and non-oil ac-
tivities began to show signs of recovery. Growth 
for non-oil activities was driven mainly by the 
post-COVID-19 recovery and resumption of eco-
nomic activities. Saudi Arabia’s inflation rate re-
mained in the positive territory. Both the food and 
beverages sector and the transportation sector 
saw a distinct increase over the year. Monetary 
aggregates grew in 2021 compared to the pre-
vious year. The growth was driven by increased 
government spending and support measures 
undertaken by the Saudi Central Bank.

Saudi Arabia’s fiscal deficit decreased in 2021 
compared to the previous year. The same trend 
was seen in the debt-to-GDP ratio. The current 
account also improved; a surplus in 2021 is at-
tributable mainly to the oil revenue increase. 
Overall, the Saudi macroeconomic outlook re-
mains favorable, supported by the expected in-
crease in oil activities in 2022.

The domestic banking sector remained resilient 
due to strong pre-pandemic capital and liquidity 
positions as well as SAMA and the government 
support measures during the economic down-
turn. The banking sector continued to support 
the demand for credit stemming from the private 
sector, which reflected in non-performing loans 
decreasing in 2021 due to the improvement in 
economic activities. The sector saw an expansion

in all forms of credit, and there was a notable 
return in private sector credit expansion, in line 
with the economic recovery.

The financial soundness indicators continued to 
reflect ample levels of capital and liquidity, low 
defaults levels and adequate provisions cover-
age, which showed the banking sector’s resilien-
cy during the year. The structure of banks’ total 
liability remained unchanged in 2021, with total 
deposits remaining the main funding source for 
the banking system. The sector is expected to 
perform more strongly as the recovery of eco-
nomic activity continues.

The insurance sector fared well during 2021 in 
terms of growth, however, it also faced profit-
ability challenges. The growth in total written 
premiums was supported by an increase in the 
health insurance segment. The sector’s solvency 
has indicated much higher levels of regulatory 
capital. However, the loss ratio and technical re-
serves increased in 2021, and overall the sector 
made a small loss, attributed to an increase in 
claims and increasing competition as economic 
activities resumed. 

After the constraints imposed by COVID-19 in 
2020, the number of licensed finance companies 
and capital increased in 2021. In addition, SAMA 
support programs lessened the impact of COV-
ID-19 on finance companies. These measures in-
cluded the deferred payments program and the 
guaranteed financing program, which increased 
market liquidity. Additionally, finance companies 
recorded an increase in profitability and a slight 
decrease in non-performing loans.

The Saudi capital market strengthened after the 
early effects of the COVID-19 pandamic in the 
first half of 2020. When compared to the previ-
ous year, the equity market, Tadawul All Share 
Index, recorded a considerable increase in 2021. 
As for the debt market in the Kingdom, the to-
tal number and value of public sukuk and bond 
issuance continued to increase, as did  corpora-
tions’ contributions to the expansion of the debt 
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market. This corresponds to a recovery in the 
domestic economy and to the improvement of 
the regulatory structure for the equity and debt 
markets during 2021.

As for the real estate sector, it witnessed sig-
nificant movements mainly due to the govern-
ment’s efforts to encourage homeownership by 
citizens. Meanwhile, SAMA continued to be a key 
regulator for real estate financing. Its robust 
macroprudential framework included both tools 
and measures to contain any possible risks to 
and from the financial system.  Notable move-
ments included an increase in retail real estate 
loans with relatively few non-performing loans. 
Meanwhile, and in comparison to the previous 
year, growth in bank financing of new residen-
tial mortgages for individuals has slowed down, 
which could be attributed to an increase in real 
estate prices.

Emerging vulnerabilities stemming from finan-
cial innovation risks present their own challeng-
es to the stability of the financial system. The 
number of FinTech companies and the use of 
electronic payments in Saudi Arabia has grown 
rapidly. Therefore, SAMA has made several ef-
forts to safeguard the financial sector from neg-
ative implications of technological advancement, 
SAMA issued additional rules and regulations in 
2021 to enhance confidence in the financial sec-
tor and to foster innovation.
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1.1 Global Economy 

1.1.1 Overview
Supported by unprecedented accommodative 
COVID-19 relief measures and increased vacci-
nation levels, the global economy continued to 
recover in 2021. The recovery was reflected in 
the positive growth rates registered by both ad-
vanced and emerging economies. The momen-
tum of growth slowed in the third and fourth 
quarters of 2021, however, due to the spread of 
Omicron as a new variant of the COVID-19 virus 
in many countries along with supply disruptions. 
Real GDP growth in emerging economies ac-
celerated to 13.8% in the second quarter then 
dropped sharply in the following quarters to 
a low of 5.9%, reflecting the negative impact of 
uncertainty and complexity in the global environ-
ment. The same trend can be observed in ad-
vanced economies despite high vaccination rates 
and the magnitude of fiscal support in these 
countries (Chart 1.1.1). Global uncertainty has 
affected the outlook for 2022. According to the 
International Monetary Fund (IMF) projection in 
the latest World Economic Outlook (WEO) report 
of April 2022, the global economy is expected to 
grow at a slower pace than in 2021, at 3.6%

The relatively widespread economic recovery in both 
advanced and emerging economies is also reflect-
ed in the Purchasing Managers’ Indices (PMI) (Chart 
1.1.2).  The global manufacturing market witnessed 
a solid recovery and reached its highest level, at 
around 56 points, in May 2021 and remained around

that level over the course of the year.  Also, the global 
service sector rose significantly in the same month, 
to about 58 points, but reflected a more fluctuated 
pattern driven by the challenges in labor market  
constraints and rising price levels of commodities 
and manufacturing inputs. 

Sectoral shocks related to global responses to 
the COVID-19 pandemic have further increased 
fluctuations in the current account deficit and 
surplus in 2021, with uneven effects across 
economies. The external positions have also 
widened significantly for both advanced and 
emerging economies (Chart 1.1.3). Deficits of 3.6 
% and 2.8% of GDP in the US and UK, respective-
ly, are mostly attributed to an expanded deficit 
on goods amid a surge in imports to meet strong 
demand. By contrast, there were surpluses of 
7.6%, 0.2% and 3.6% of GDP for Germany, Can-
ada and Australia, respectively; the surpluses 
in Canada and Australia were driven mainly by 
increased exports of goods and services while 
the increase in investment income was the main 
driver for Germany. In emerging markets, the 
deficits of Turkey’s and India’s current account 
were driven mainly by a high volume  of energy 
products imports. On the other hand, the im-
provement in the energy sector and the strong 
commodity price environment have contribut-
ed to Russia’s 2021 surplus of about 6.6% of 
GDP.

Chart 1.1.1: Real GDP Growth

Chart 1.1.2: Global Manufacturing Indices

Source: Bloomberg

Source: Bloomberg
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about the global energy supply and the increase in 
food prices and shipping cost amid heightened 
geopolitical tensions, which could lead to further 
dramatic increases in the cost of living, weighing on 
households’ real income. These developments have 
triggered a global need for a change in monetary pol-
icy stance to mitigate the upward inflationary pres-
sures that could be challenging at a time when many 
countries are still in the recovery phase.   

The rapid manufacturing recovery amid solid 
demand in conjunction with supply shortages 
has resulted in rising shipping cost, which af-
fected global price levels. Strong inflationary 
pressures can be seen in the  inflation rate of 
advanced economies, which rose significantly 
from 0.9% in February 2021 to 4.3% in December 
2021. Emerging economies, on the other hand, wit-
nessed an incresae from 8.5% to 12.9% for the same 
period (Chart 1.1.5). Inflationary movement may fur-
ther intensify as a result of increasing concerns

1.1.2 Inflationary Trends
The recovery in economic activity has been 
accompanied by high inflationary pressure, 
driven by supply-chain bottlenecks, and rising 
commodity prices compared to the abnormal-
ly low levels recorded in the summer of 2020 
(Chart 1.1.4). 

1.1.3 Monetary Developments
Inflationary pressures and the recovery in eco-
nomic growth of some economies have result-
ed in conditions that accelerated the need for 
monetary policy tightening after a period of 
accommodation. Indeed, the United States has 
followed an accommodative policy, keeping in-
terest rates at very low levels, setting them in 
the range of 0% to 0.25%, while also expand-
ing the Federal Reserve’s balance sheet from 
$4.3 trillion in mid-March 2020 to about $8.5 
trillion in November 2021. The Federal Reserve 
has started to normalize its monetary policy1 
and is expected to continue doing so during the 
year 2022. Additionally, the European Central 
Bank (ECB) has kept its policy rate unchanged at 
a zero level throughout 2021. However, in order 
to curb inflation,  a trend toward rising interest 
rates has started in some advanced and emerg-
ing markets; for instance, at the end of 2021,  Bra-
zil, Mexico and Russia increased their policy rates 
significantly.

Chart 1.1.4: Bloomberg Commodity Index

Chart 1.1.5: Consumer Price Index (CPI)

 Chart 1.1.3: Current Account Balance as % of
GDP

Source: Bloomberg

Source: Bloomberg

  Source: OECD
*Excluding Indonesia, Russia, South Africa, and Turkey for Q4 2021 data
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1To quell inflation, the Federal Reserve on May 4, 2022, raised the policy 
rates to a range of 0.75% to 1%, the second increase in 2022.
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 Table 1.1.1:  Fiscal Measures

(Percent of GDP) 

Liquidity support Additional spending
or foregone revenues

 Estimated
time

 G20
Emerging

 G20
Advanced

 G20
Emerging

 G20
Advanced

3.015.62.87.0 As of Jun-20

3.615.43.38.7As of Sep-20

3.215.74.013.3As of Mar-21

3.315.74.314.6As of Jun-21

3.515.75.015.3As of Sep-21
Source:  IMF Fiscal Monitor report, October 2021.  

For some advanced economies, policy normali-
zation began in July 2021; Korea and the United 
Kingdom raised rates by 0.25% and 0.15%, re-
spectively (Chart 1.1.6). 

The accommodative fiscal policy continued to play 
a key role in addressing the impact of the pandemic 
and facilitating the rebound of the global economy 
(Table 1.1.1). Throughout 2021, the fiscal measures 
estimated by IMF staff showed a significant incrase 
in addional spending in both advanced and emerg-
ing economies, while liquidity support appeared to 
be constant over the course of the estimated peri-
od, with a slight increase in 2021. However, these 
fiscal measures meant governments required 
more financing, which resulted in historical   
sovereign debt levels in both advanced and 
emerging economies (Chart 1.1.7). Although 
these levels began to decline slightly in 2021, 
the IMF projects debt levels to remain high 
for many years to come.

In February 2021, crude oil prices surged by 
more than 13% on a monthly basis, according to 
OPEC’s monthly report, which  noted the high-
est monthly average since January 2020 (Chart 
1.1.8). Oil prices were buoyed by improving oil 
market fundamentals (Chart 1.1.9) and the pos-
itive futures markets, which anticipated quick 
demand recovery. Additional support came from 
the prospect of a restrained global oil supply, 
while the production adjustment by OPEC+ pro-
ducers showed strong conformity and has cone-
tributed to market rebalancing and supported 
market confidence. However, oil prices have been 
sensitive to the uncertainty that surrounds the 
global outlook, particularly after the emergence 
of the Omicron variant in the fourt fourth quarter 
of the year, which necessitated lockdowns and 
mobility restrictions in some economies. This led to 
November’s sharp drop of $13.81 in brent crude oil 
price to an average of $70.57 compared to $84.40 in 
October. Heightened geopolitical tensions have con-
tributed to the rebound to $78 in December.   

1.1.5  Energy Market  

1.1.4 Fiscal Policy

  Energy Market  1.1.5

Source: Bloomberg

Source: BIS: debt level statistics 

Chart 1.1.6: Policy Rates

Chart 1.1.7:  Credit to the General Government
-Percentage of GDP-
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Moreover, natural gas markets fluctuated in 
2021, heightened by weather-related anomalies 
in some parts of the world along with supply is-
sues. The upward trend in natural gas  prices 
between August and September (Chart 1.1.10) 
was supported by strong demand for power 
generation amid heat waves, recovering indus-
trial activity, lower power output from competing 
energy sources, and some supply restrictions. 
Looking ahead, the pattern of natural gas prices 
will be affected by the heightened geopolitical 
tension and associated supply disruptions.

Investors’ search for yield in a low-interest-rate 
environment, accompanied by an optimistic out-
look for economic growth, has contributed further 
to the historical upward trend in assets valuation 
across equity markets. Global equity prices hit re-
cord highs, increasing vulnerabilities and making 
equity markets more prone to interest rate shocks, 
which could trigger a correction in asset prices. 
Sharp declines in asset prices could result in mar-
ket dysfunction or illiquidity, as occurred in the gov-
ernment debt market in early 2020 (Chart 1.1.11). 
The implied volatility index declined over the course 
of 2021, reflecting lower expectations for volatility 
in the US economy and for a rapidly positive outlook 
(Chart 1.1.12). However, concerns about rising long-
term interest rates could trigger higher volatility 
and repricing of assets. 

1.1.6 Assets Valuation 

Chart 1.1.8: Oil Market Chart 1.1.10: Natural Gas Prices 

Chart 1.1.9: Market Fundamentals

Chart 1.1.11: Stock Market Indices

Source: Bloomberg  Source: Bloomberg  

Source: Bloomberg 

Source: Bloomberg 
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 Chart 1.1.14: Ten Year US Government Bond
Yields and Inflation ExpectationChart 1.1.12: Market Volatility

Chart 1.1.13: Selected Government Bonds

Source: Bloomberg 

Source: Bloomberg 

Source: Bloomberg 

At the beginning of 2021, the long-term interest 
rates rebounded significantly (Chart 1.1.13). 
This was driven primarily by investors’ ex-
pectations of rising inflation and tighter policy 
rates; higher inflation breakevens play a vital 
role in determining the change in the long-term 
nominal interest rate (Chart 1.1.14).
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Chart 1.1.16: Credit to Households
-Percentage of GDP- 

 Chart 1.1.17: Credit to Non-Financial
Corporations

-Percentage of GDP- 

Chart 1.1.15: Credit to General Government
-Percentage of GDP-

Source: BIS debt securities statistics                        Source: BIS debt securities statistics                        

Source: BIS debt securities statistics                       

The pandemic has continued to weigh on public finance as governments worldwide have taken 
on substantial debt to stimulate their economies. Although the level of public and private debt de-
creased over the course of 2021, it has been projected by the IMF to remain high for the next five 
years, at around 20 percentage points above the pre-pandemic level. Issuing a significant amount 
of new debt in response to the pandemic caused the 2021 debt-to-GDP ratio to register at 65% on 
average for emerging economies, reaching $208 trillion. For highly indebted countries, such levels 
could reduce the fiscal space and limit governments’ ability to provide additional support for future 
economic shocks. For advanced economies, on the other hand, the increase in public debt to about 
116% of GDP on average in 2021 has also triggered concerns about medium to long-term debt sus-
tainability (Chart 1.1.15). 

Between 2020 and 2021, aggregate household and corporate debt grew at the highest rate in a decade 
(Charts 1.1.16 and 1.1.17). In emerging economies, household debt registered a historical increase to 
reach about 52% of GDP, which raises concerns about the ability of households to service their debt when 
encountering a sharp rise in interest rates due to expected monetary policy tightening2. Additionally, the 
buildup of household debt threatens disposable income, as debt accumulation may affect future con-
sumption and economic growth. 

There was also a significant increase in the debt-to-GDP ratio for the corporate sector in 2021 in both 
advanced and emerging economies; it reached approximately 98% and 115.9%, respectively. Vulnerabil-
ities around debt service capacity for highly leveraged firms could trigger potential risks to the financial 
system and, consequently, the economic growth outlook.

Box 1.1: Debt Levels
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2That would depend largely on whether the household debt is fixed or 
floating
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1.2 Domestic Economy 
 
1.2.1 Overview
With the world recovering from the economic 
hits of the COVID-19 pandemic, the Saudi econ-
omy showed improvement in most macroeco-
nomic indicators in 2021; the spread of COVID-19 
variants had no additional impact. Real GDP of 
Saudi Arabia grew by 3.2% in 2021 compared to 
a 4.1% decrease in 2020. Oil activities grew by 
0.2% in 2021 compared to a contraction of 6.6% 
in the previous year (Chart 1.2.1). Oil activities’ 
contribution to GDP had been negative in the two 
consecutive years of 2019 and 2020, while non-
oil activities began to show signs of recovery 
prior to the COVID-19 outbreak. The contraction 
in oil GDP was mainly due to production cuts and 
the impact of COVID-19 on global demand. With 
production anticipated to increase in 2022, oil 
activities are expected to be a primary growth 
driver of the Saudi economy.  However, there is 
potential for supply disruptions, given the cur-
rent geopolitical tension. This could result in 
new forms of energy trade channels and might 
pose risks to oil markets globally.

Manufacturing, wholesale and retail trade, restau-
rants and hotels, and community, social and per-
sonal services sectors experienced a growth of 
11.6%, 8.7% and 7.7%, respectively (Chart 1.2.2).  

Looking at the near future, and according to 
IMF estimates, the Saudi economy is expected 
to grow by 7.6% in 2022, primarily as a result 
of sizably higher oil-sector growth but also 
due to robust and sustainable levels of non-oil 
GDP growth. The latter is expected to be further 
boosted by the continued implementation of Vi-
sion 2030. With the increase in vaccination rates 
and the easing of COVID-19 precautions, Saudi 
Arabia’s Riyadh Season was relaunched in 2021; 
the Season featured several international events 
such as concerts, exhibitions, theatrical perfor-
mances and sporting events that will contribute 
positively to the tourism sector. Moreover, the 
Pilgrim Experience Program under Vision 2030, 
which aims to facilitate a larger number of Hajj 
and Umrah pilgrims from abroad, in addition to 
the implementation of initiatives under the na-
tional transport and logistics strategy, should 
positively impact the transport and communica-
tion sector. The Public Investment Fund (PIF) has 
also launched ROSHN, a national community de-
velopment initiative that will build world-class 
integrated urban communities across Saudi 
Arabia. In addition, the support programs 

Non-oil activities also recorded growth: 4.9% in 
2021 compared to a contraction of 2.5 in 2020. 
This was driven mainly by the post-Covid-19 
recovery and the resumption of economic ac-
tivities. It is worth mentioning that the sectors 
most affected by the pandemic during 2020 reg-
istered the highest growth in 2021. 

 Chart 1.2.2: Real GDP Growth
by Economic Sector

 Chart 1.2.1: Real GDP Growth
by Institutional Sectors

Source: General Authority for Statistics

 Source: General Authority for Statistics
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Point of sales transactions increased by 81.3% 
and sales grew by 32.5%, respectively, in 2021 
(Chart 1.2.4). The main reason for the strong rise 
in point of sale (POS) transactions relates to the 
change in consumer behavior after precaution-
ary measures were imposed to limit the spread 
of the COVID-19 virus, as well as a 40.5% in-
crease in the number of sales terminals to about 
one million units. When considering the utiliza-
tion rate — i.e., the average number of times 
each terminal is used — a 29% increase in the 
utilization rate occurred compared to a growth 
of 6.9% in the previous year. This higher use of 
electronic payments also explains the decline in 
ATM cash withdrawals by 7.5% during 2021. 

of the Ministry of Housing are expected to con-
tribute positively to the construction sector. It is 
also anticipated that the Financial Sector Devel-
opment Program (FSDP) will support financing and 
continuous growth in lending and more initial public 
offerings in the main and parallel markets. These 
programs in addition to other Vision-realization pro-
grams are expected to boost the growth of non-oil 
GDP in the upcoming years. 

1.2.2 Inflationary Trends
Saudi Arabia’s inflation rate averaged 3.1% in 
2021, with the annual average of 5.5% in the first 
half of the year falling to 0.73% in the second 
half as the impact of the value added tax (VAT) 
increase faded out in July 2021 (Chart 1.2.3). 
Prices in the Kingdom have not been too ad-
versely affected by the higher trending rate of 
inflation globally. However, food and beverages 
prices have risen on average by 5.4% in 2021, as 
a large portion of products is imported. The oth-
er category that saw a distinct increase over the 
year was transportation, at 10.3%. This was due 
to an increase in gasoline prices in the first half 
of 2021. However, the prices have partially set-
tled following the Royal Directive to place a cap 
on gasoline prices starting in June. Also, within 
the housing and utilities sector, inflation in the 
dominant sub-group item, rentals for housing, 
remained subdued despite some rebound on a 
monthly basis recently.

There are various factors that impact inflation. 
Developments in the activity of the global 
economy and in the international financial 
markets are among the external determinants, 
while money supply and the change in the prices 
of imported goods are considered among the 
most important domestic determinants. In Saudi 
Arabia, the main source of inflation comes from 
the fact that the Kingdom has an open economy 
and imports most of the goods. 

Chart 1.2.3: Annual Inflation Rate of the CPI

Chart 1.2.4: POS Activity

Source: General Authority for Statistics

Source: Saudi Central Bank

1.2.3 Monetary Developments
Monetary aggregates grew in 2021 compared to 
the previous year. The monetary base recorded 
a growth rate of  1.0%  in 2021 compared  to  an
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increase of 8.6% in 2020. As a result of increased 
government spending and ample liquidity provi-
sion  by the Saudi Central Bank (SAMA), the broad 
monetary aggregate (M3) grew by 7.4% year-on-
year by the end of 2021. Demand deposits, which 
represent 58.9% of M3, recorded a growth rate 
of 6% in 2021, mainly supported by an increase 
in businesses’ and individuals’ deposits. Curren-
cy outside banks dropped by 0.9% in 2021 com-
pared to a growth of 9.1% in 2020, leading M13 to 
grow modestly by 5.1% compared to growth of 
15.6% in the previous year. Other components of 
M3, such as time and saving deposits and other 
quasi-money deposits (M2), displayed positive 
year-on-year growth rates in 2021 of 4.5% and 
33.6%, respectively (Chart 1.2.5).

At the onset of the COVID-19 pandemic in 2020, 
SAMA affirmed its commitment to its exchange 
rate policy of pegging the Saudi riyal to the US 
dollar as a strategic choice that had supported 
economic growth in Saudi Arabia. Furthermore, 
SAMA declared that it remained committed to 
maintaining the exchange rate at the official rate 
of 3.75 riyals to the dollar to safeguard mone-
tary and financial stability. In continuation of its 
approach to maintaining monetary stability, the 
central bank decided to keep the repo rate at 
1.0% and the reverse repo rate at 0.50% through-
out 2021. SAMA also continued to maintain the 
ceiling of local banks’ weekly subscription to 
SAMA bills at 10.0 billion riyals to enhance the 
efficiency of banks in managing their liquidity.

The average three-month Saudi Arabian Inter-
bank Offered Rate (SAIBOR) dropped in 2021 to 
an average of 0.8%, as Chart 1.2.6 illustrates.

SAMA’s foreign exchange reserves increased 
slightly, by 0.38%, compared to 2020, to stand 
at SAR 1,707 billion by the end of 2021. SAMA’s 
foreign exchange reserves are used for meeting 
Saudi Arabia’s external obligations, import de-
mand and non-residents’ remittances, besides 
maintaining monetary and financial stability. 
SAMA’s foreign exchange reserves remain suffi-
cient to meet the needs of the national economy 
for foreign exchange, as it covers 35.4 months of 
imports and 74.0% of M3.

1.2.4 Fiscal Policy 
Government revenue increased in 2021. Total 
revenue reached SAR 965.5 billion in 2021, an 
increase of 23.5% compared to the previous 
year. The boost was driven by the economic re-
covery and higher global demand for oil. The lat-
ter can be witnessed in the 36.1%  jump in oil 
revenue over the previous year. Non-oil revenue 
also improved, reaching SAR 403.3 billion, an in-
crease of 9.4% compared to 2020 results. VAT 
revenue remained a key component of non-oil 
revenue; taxes on goods and services made up 
62.3% of non-oil revenue as of the end of 2021. 
On the other hand, government expenditure de-
clined by approximately 3.4% compared to the 
previous year, reaching SAR 1.04 trillion in 2021. 

  Energy Market  1.1.5
Source: Saudi Central Bank

Source: Saudi Central Bank and Bloomberg

 Chart 1.2.5: Growth Rates of M3
and Its Components

Chart 1.2.6: SAIBOR

3M1 is the money supply that is composed of currency outside banks, and 
demand deposits.
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1.2.5 External Sector  
The current account recorded a surplus during 
2021. Estimated data suggest a surplus of SAR 
166.2 billion compared to a deficit of SAR 85.6 
billion in 2020 (Chart 1.2.9). This is attributable 
mainly to the increase in oil revenue.

The fiscal deficit was around SAR 73.5 billion 
(2.7% of GDP) in 2021. This represents a de-
crease of 71% compared to the previous year. 
In addition, Saudi Arabia’s debt has increased in 
recent years, mainly due to declining oil-export 
revenues, increased public expenditures and 
the government paying portions of private-sec-
tor salaries during COVID-19. However, the debt-
to-GDP ratio decreased from 32.4% in 2020 to 
30.0% in 2021.The dept-to-GDP ratio is expect-
ed to decrease further in 2022 due to the fore-
casted stabilization of debt levels and estimated 
GDP growth (Chart 1.2.8).

The financial account recorded an outflow of 
SAR 155.9 billion in 2021 compared to an inflow 
of SAR 90.2 billion in 2020 (Chart 1.2.10). This 
was due to the growth in reserve assets of SAR 
6.4 billion and an outflow of SAR 17.2 billion to 
direct investment; the net acquisition of finan-
cial assets for Saudis increased to reach SAR 
89.5 billion compared to an average of SAR 40.4 
billion during the past five years. On the other 
hand, portfolio investments registered an in-
crease in 2021, reaching SAR 144.5 billion com-
pared to an increase of SAR 88.8 billion in 2020. 
This was due mainly to an increase in bond is-
suance.

Source: Ministry of Finance

 Source: Saudi Central Bank

Source: Ministry of Finance, General Authority for Statistics

Chart 1.2.7: Revenues and Expenditures

Chart 1.2.9: Current Account

Chart 1.2.8: Fiscal Developments
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Nevertheless, it exceeded SAR 1 trillion for the 
fourth year in a row in 2021. Compensation for 
employees, which represents the largest share 
of current expenditures, at SAR 495.7 billion, 
increased by 0.2% year-on-year in 2021. Cap-
ital expenditure reached approximately SAR 
117 billion in 2021, representing a decrease of 
24.4% from the previous year. This was due to a 
reduction in the allocation of funds to some ac-
tivities under Vision 2030 realization programs 
and projects, as well as cancellation, time-ex-
tension, or postponement of some capital initi-
atives (Chart 1.2.7).
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Exports recorded growth, due primarily to high-
er oil prices. In value terms, overall, in 2021, ex-
ports jumped by 12.3%, oil exports were up by 
18.9%, while non-oil exports were down slightly 
by 2.5%. 

Imports registered an upsurge during 2021, re-
flecting a pickup in domestic demand. Imports 
rose by 12% in 2021 compared to 2020. This 
development was attributed mainly to the con-
tinued resumption of economic activity in the 
Kingdom.

1.2.6 Labor Market   
The unemployment rate declined during 2021 
compared to 2020. The Saudi unemployment 
rate decreased to 11% in 2021 from 12.6% in 
2020 on the back of the economic recovery from 
the COVID-19 pandemic. Saudi male unemploy-
ment further dropped from 7.1% in 2020 to 5.2% 
in 2021; the female unemployment rate declined 
from 24.4% to 22.5%. The Saudi labor force in-
creased on the back of a higher participation ra-
tio, which rose from 51.2% in 2020 to 51.5% in 
2021.

With the continuation of labor market reforms, 
such as the Saudization efforts of a large num-
ber of sectors, and the continuation of vaccina-
tion against COVID-19, the Saudi employment 
rate is expected to improve even further. 

Source: Saudi Central Bank

Chart 1.2.10: Financial Account
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4For more details, please visit the Unified National Platform website:
https://www.my.gov.sa/wps/portal/snp/careaboutyou/womenempowering
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Box 1.2: Empowering Women in Saudi Arabia

The Kingdom’s Vision 2030 included a set of initiatives to diversify the economy, achieve finan-
cial stability, and stimulate the private sector to generate more jobs for citizens and increase 
women’s participation in the labor market. Women’s economic empowerment would reduce the 
overall unemployment rate and boost the GDP by increasing economic activities. In addition, the 
employment of women will contribute to enhancing financial inclusion and may contribute in 
general to increasing the rate of savings and investment and increasing the demand for credit, 
which will positively reflect on financial stability.

The Kingdom has made qualitative leaps in terms of women-related key performance indicators, 
including women’s share in the labor market. The reform efforts and legislation that has taken 
place in recent years, in line with Saudi’s Vision 2030, accommodated the goals of empowering 
women, as the percentage of women’s participation in the labor market doubled from 17% to 
35.6% in the last five years, exceeding the 2030 Vision target of 30%.4

It is important to note that the flow of Saudi women into the workforce has not had a negative 
impact on their employment rate. The employment rate of Saudi women increased steadily from 
69% to 77.5% between 2017 and 2021, and the female unemployment rate declined from 31% 
to 22.5% in the same period. Among the positive things to note as well is that this increase in 
employment was not through the government’s employment of Saudi women, but rather actu-
al growth through the private sector. In fact, between 2017 and 2021, the percentage of Saudi 
women working in the public sector decreased from 40.4% to 37.5%. The share of Saudi women 
working in the private sector, on the other hand, almost doubled, going from 29% to 61.2% in the 
same period.

Additionally, Saudi Arabia has made tremendous efforts in recent years to increase women’s 
role in the economy: In the report Women, Business, and Law 2021, the Kingdom scored 80 
points out of 100, up from 70.6 in the year 2020. The report is concerned with the discrimination 
between the two genders in economic development and entrepreneurship. It is worth noting that 
the report looks at 190 countries, and Saudi scored the highest in the MENA region average. This 
showcases the recent efforts by the Kingdom to empower women through modified legislative 
laws and regulations, which started mostly in 2020. Most efforts have gone toward easing the 
restrictions in all areas of employment and thereby meeting the demands of the labor market. 
This was exhibited through remarkably high scoring on five of the eight indicators: mobility, pen-
sion, entrepreneurship pay, and workplace. Other indicators, such as marriage, parenthood and 
assets, maintained their scores from the last report. Hence, the Kingdom is placed in the highest 
ranks with a notable rank to the advanced economies that have been ahead in terms of women’s 
legislative rights.
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 Chart 2.1.2: Drivers in Yearly Banking Assets
Growth

Chart 2.1.1: Banking Sector Assets

Source: Saudi Central Bank

The claims on the private sector continued to 
be a key contributor to asset growth over 2021, 
accounting for 9.1% of the sector’s total assets 
growth compared to 8.2% in the previous year. 
In contrast, the growth of claims on the public 
sector component of banks’ total assets contin-
ued to decline for the second year in a row, to 
2.0% from 2.7% in 2020 (Chart 2.1.2). 

It is worth noting that banking assets as a ratio 
to GDP stabilized during 2021, as the economy 
improved.2.1.1 Overview

Credit growth in the banking sector was instru-
mental in supporting and enabling the private 
sector to promote economic growth during the 
most challenging phases of the pandemic. Cred-
it growth continued in 2021 as the sector wit-
nessed brisk activity driven by mortgage lending 
and government projects related to Vision 2030. 
The financial soundness indicators continued 
to show ample levels of capital and liquidity, 
low levels of defaults and adequate levels of 
provisions coverage, which reflect the banking 
sector’s resiliency during the year. In addition, 
2021 witnessed the largest bank merger in Sau-
di Arabia between National Commercial Bank 
(NCB) and SAMBA Financial Group to form Saudi 
National Bank (SNB) and the licensing of the two 
digital-only banks (see section 3.1 Financial In-
novation). During the year, SAMA has issued sev-
eral policies as part of its adoption of Basel III 
finalized reforms, to be implemented by banks 
by the internationally agreed timeline in 2023. 
The sector is expected to continue registering 
healthy growth and better performance com-
pared to the previous year, driven by the re-
covery in economic activity. Moreover, credit is 
expected to continue growing in 2022, given the 
improvement in economic conditions of most 
economic sectors as well as ongoing govern-
ment initiatives. 

2.1.2 Assets 
The private-sector-led economic recovery is 
reflected in the growth of the banking sector, 
where total assets increased by 10%, the sec-
ond highest increase in history, reaching SAR 
3.3 trillion by the end of 2021 (Chart 2.1.1). Asset 
growth is likely to continue to grow, supported 
by sustained strong growth in mortgage lend-
ing and a recovery in private sector credit. 

2.1.3 Credit
Bank credit has been growing steadily during the 
last five years, supported by soaring real estate 
activity, namely in retail supported by govern-
ment initiative to support homeownership, with 
moderate growth in other sectors. This increase 
continued in 2021 with total credit rising  by 
15.5% compared to 14.8% in 2020 (Chart 2.1.3).   

Source: Saudi Central Bank

2.1 Banking Sector
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 Chart 2.1.5: Contribution to Corporate Credit
 Growth

Corporate credit in the banking sector continued 
its growth in 2021 in line with the economic 
recovery of the non-oil sector. The biggest 
contributor in banks’ credit was commerce, 
representing 5.5%, followed by finance at 1.3%. 
Chart 2.1.5 illustrates a strong co-movement 
between non-oil GDP and an uptick in corporate 
credit growth. Total credit facilities provided to 
micro, small and medium enterprises (MSMEs) 

 Chart 2.1.4: Average Claim Shares of
Private and Public to Assets

increased by 10.7% in Q4 2021 on an annual 
basis, reaching SAR 188.6 billion, up from SAR 
170.4 billion in Q4 2020. The continuous increase 
in bank lending to MSMEs is a result of the 
economic recovery in 2021, in addition to SAMA 
and Monshaat5 support measures (Chart 2.1.6). 
It is worth mentioning that Monshaat launched 
the Small and Medium Enterprises (SME) bank 
in 2021 in line with the Kingdom’s Vision 2030 to 
improve financing to MSMEs.

Credit to the retail sector continues to record positive 
growth in 2021, increasing by 27.9% compared to a 
26.9% growth rate a year earlier. Although there are 
signs of a real estate lending slowdown as per 2021 
figures, real estate loans continued to be the key 
driver for retail credit growth (Chart 2.1.7). The retail 
lending  growth  is expected to continue in  2022,  given 
the  improvement  in  economic conditions  in   most

 Chart 2.1.3: Banking Sector Credit Growth

Chart 2.1.6: MSMEs Credit Growth

Claims on private sector continued to account 
for the largest share of total credit, rising to 
62.1% in 2021 from 59.1% in 2020. Public cred-
it share increased in a similar manner, rising 
slightly from 17.4% in 2020 to around 17.6% in 
2021 (Chart 2.1.4).

Aside from the government housing initiative, 
the lower interest rate environment has encour-
aged additional borrowing during the last two 
years.

Source: Saudi Central Bank

Source: Saudi Central Bank

Source: Saudi Central Bank

Source: Saudi Central Bank

*Excluding miscellaneous and government and quasi govt.

5The Small and Medium Enterprises General Authority
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2.1.4 Resilience
Although the banking sector experienced a slight 
increase in non-performing loans (NPLs) during 
2020, strong pre-pandemic capital and liquidity 
positions as well as SAMA support measures 
during the economic downturn provided a 
robust base for banks to continue to support the 
demand for credit stemming from the private 
sector, which reflected in NPLs decreasing 
from 2.2% in 2020 to 1.9% in 2021 due to the 
improvement in economic activities. As for 
NPLs coverage, it remained adequate in 2021 
at 134.4%, underlining the ample provisions 
the banking system has in place to meet future 
deteriorations in asset quality (Chart 2.1.8).

economic sectors as well as ongoing government 
initiatives to increase home ownership.

The banking system is still well capitalized; its 
capital adequacy ratio (CAR) reached 19.9% in 
2021 compared to 20.3% registered in 2020 
(Chart 2.1.9). Despite this slight decrease, 
which stems from the increase in risk-weighted 
assets (RWA), it remained well above regulatory 
requirements.

Despite the growth in assets, the Pillar I RWA ratio 
to total assets continued to decrease, reaching 
73.3% in 2021 compared to 74.7% registered 
in 2020, affected by the increase in retail real 
estate loans and the downward revision in risk 
weights of retail mortgage exposures by the 
Basel Committee under the Basel III Reforms 
(Chart 2.1.10).

2.1.5 Funding and Liquidity
The structure of banks’ total liability remained 
unchanged in 2021, with banks’ total deposits

 Chart 2.1.7: Contribution to Retail Credit
Growth

Chart 2.1.8: Banking System’s NPL Ratio

Chart 2.1.9: Capital Adequacy Ratio

 Chart 2.1.10: Risk-Weighted Assets to Total
Assets

Source: Saudi Central Bank

Source: Saudi Central Bank

Source: Saudi Central Bank

Source: Saudi Central Bank
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and time and saving deposits, which grew by 
59.1% and 15.3%, respectively. On the other 
hand, private sector total deposits increased by 
4.7%, which is in line with the growth in credit to 
the private sector (Chart 2.1.13).

Loan-to-deposit ratio (LDR), one of the tools 
for monitoring liquidity risk, saw an increase 
during the year, reaching 79.5% in 2021 from 
75% in 2020 and slightly above the 2016–2020 
average of 78.1%. This could be attributed to 
the increases in credit growth and real estate 
lending as well as lower interest rates. The 
relatively low LDR indicates low funding liquidity 
risks for the banking system and ample room to 
extend lending (Chart 2.1.14).

The liquidity coverage ratio (LCR)6 remained 
well above the regulatory requirement of 100%, 
recording 174.0% in 2021. The short-term liquidity 

remaining the main funding source for the  
banking system, representing 64.2% of banks’ 
total liabilities, a slight declined from the 65.2% 
recorded in the previous year. Foreign liabilities 
and other liabilities also witnessed an increase, 
registering 6.9% and 13.0%, respectively (Chart 
2.1.11).

There was a slight decline in the capital account 
as a share of total liabilities from the 2016–2020 
average of 14.8% to 14.4% in 2021. This is due 
to an increase in the overall liabilities by 10.0% 
in 2021, mainly driven by increases in total 
deposits by 8.3% (Chart 2.1.12).

All categories recorded an increase in 2021, with 
demand deposits continuing to be the strongest 
contributor to deposit growth. Total public sector 
deposits increased by 20.4% in 2021, largely 
driven by the increase in quasi-money deposits 

 Chart 2.1.12: Share of Capital as a Percentage
of Total Capital and Liabilities

 Chart 2.1.13: Contribution to Deposit Growth
by Type

 Chart 2.1.11: Component Shares of Banking
Liabilities

Source: Saudi Central Bank

Source: Saudi Central Bank

Source: Saudi Central Bank

Chart 2.1.14: LDR

Source: Saudi Central Bank

6The ratio of the stock of high-quality liquid assets (HQLA) to the projected net 
cash outflows during a 30-day stressed period.
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Return on assets (ROA) witnessed an increase 
in 2021, reaching 1.8% compared to the 1.5% 
recorded the previous year. Return on equity 
(ROE) has seen similar movement, going from 
8.6% to 10.8% for the same period. This increase 
was predominantly due to higher profitability 
as the domestic economy recovered and to 
increased demand despite the low-interest rate 
environment (Chart 2.1.16).

Both non-interest expenses and the interest 
margin remained relatively unchanged in 2021, 
with the interest margin slightly increasing 
from 76.5% in 2020 to 76.8% by end of 2021. In 
contrast, non-interest expenses slightly declined 
from 36.2% to 36.1% for the same period. As 
shown in Chart 2.1.17, both ratios were stable 
during the past five years.

Chart 2.1.15: LCR and NSFR

Chart 2.1.17: Interest Margin and Non-interest 
Expenses

Chart 2.1.16: ROA and ROE

position of the banking sector will remain sound 
due to the anticipated increase in oil prices in 
2022, which is expected to reflect positively on 
liquidity in the future by supporting deposits 
growth. On the other hand, the net stable funding 
ratio (NFSR) has declined slightly, moving 
from 127.2% in 2020 to 121.7% in 2021. This 
means that the system is capable of funding its 
obligations with more stable funding sources on 
an ongoing basis (Chart 2.1.15).

Source: Saudi Central Bank

Source: Saudi Central Bank

Source: Saudi Central Bank
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CAR Capital is subject to the following minimum requirements:
-   Common Equity Tier 1 must be at least 4.5% of RWA.
-   Tier 1 capital must be at least 6% of RWA.
-   Tier 1 Capital + Tier 2 Capital (i.e., total regulatory capital) must be at least 8% of RWA, excluding 
the Basel III capital buffers.

Countercyclical capital 
buffer (CCyB)

This is set at 0% of RWA.

Capital conservation buffer Two leverage ratios exist:
-   There is the Basel leverage ratio, a ratio of Tier 1 capital to total exposures, which equal a 
minimum of 3%.
-   Under the Saudi Banking Control Law, banks’ deposit liabilities should not exceed 15 times of its 
reserves and invested capital.

Capital leverage ratio Two leverage ratios exist:
-   There is the Basel leverage ratio, a ratio of Tier 1 capital to total exposures, which equal a 
minimum of 3%.
-   Under the Saudi Banking Control Law, banks’ deposit liabilities should not exceed 15 times of its 
reserves and invested capital.

Capital surcharges for 
domestic systemically 
important banks (D-SIBs)

The designation of D-SIBs and the determination of capital surcharges are done on an annual basis. 
The capital surcharges range from 0.5% to 2.5%. In 2021, five Saudi banks were designated as 
D-SIBs.

General provisions These are set at a fixed level: 1% on net outstanding exposure.

Dynamic provisioning This is based on IFRS 9 requirements.

Reserve requirement The requirement is 7% on demand deposits and 4% on time and saving deposits.

LCR Banks are required to maintain, at a minimum and on an ongoing basis, high-quality liquid assets 
(HQLA) equal to 100% of projected net cash outflows over a 30-day stress period.

NSFR Banks are required to maintain a stable funding ratio of at least 100% in relation to the composition 
of their assets on an ongoing basis.

LDR Banks are expected to maintain a weighted loan-to-deposit ratio of 90%.

SAMA liquidity ratio (SLR) The SLR (liquid assets/deposits) are to be at a minimum of 20%.

Loan-to-value (LTV) –   First mortgage loan for citizens: ≤ 90% of residential real estate value.
–   Other mortgage loans by banks: ≤ 70% of residential real estate value.
–   Other mortgage loans by finance companies: ≤ 85% of residential real estate value.

Debt-to-Income ratio (DTI) The limit varies according to the level of income and the customer’s total obligations. For details, see 
“Responsible Lending Principles for Individual Customers,” available on the SAMA website.

Exposure limit The limit varies according to the type and size of the counterparty.

Foreign exposure SAMA’s approval is needed before lending in foreign currency in the cases of non-Saudi residents 
and syndicated facilities (a qualitative measure).

Box 2.1: SAMA’s Macroprudential Policies Toolkit 
SAMA’s macroprudential policy maintains an effective framework to promote growth and stability in 

the financial system. For example, in the face of the COVID-19 crisis, SAMA took a proactive approach 

to ensure the availability of vital financial services necessary for economic growth. The following are 

the main macroprudential tools used in SAMA:
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2.2 Insurance Sector

2.2.1 Overview
In 2021, the insurance sector launched sever-
al new products for public, such as travel in-
surance for Saudis traveling abroad, parcel 
insurance and autonomous vehicle insurance. 
Product diversification is expected to help in-
surance companies expand market coverage 
and improve financial performance. In addition, 
Aljazira Takaful Taawuni and Solidarity Sau-
di Takaful completed their merger, the third in 
the insurance sector in the last couple of years, 
reducing the number of companies in the insur-
ance and reinsurance sector to 29 at the end of 
2021. These mergers and acquisitions will help 
the sector become more competitive and resil-
ient, since large insurance entities are better 
able to engage in innovation, have larger capital 
base, and they are expected to better preserve 
the rights of insured parties. It is expected that 
they will also improve service quality, and help 
lower expenses through economies of scale, 
thus creating an overall positive impact for the 
financial sector, its clients and insurance bene-
ficiaries.

The overall insurance gross written premium 
(GWP) increased by 8.4% in 2021, reaching SAR 
42 billion. The increase was driven by a 10% rise 
in the health insurance sector and a 15.4% rise 
in other insurance sectors. Motor insurance pre-
miums, however, declined by 2.3%, which can be 
attributed to continued reduction in the average 
premium for motor policies (Chart 2.2.1).

2.2.2 Concentration
The health and motor lines of business continued 
to maintain the largest share of GWP in the insur-
ance sector, as they collectively represented 79.2% 
of the GWP in 2021. The share of health insurance 
increased slightly to 59.7% during 2021 compared 
to 58.9% in 2020. In contrast, the share of GWP for 
motor insurance premiums declined from 21.6% in 
2020 to 19.4% in 2021. The insurance sector faces 
some concentration risk; the health segment held 
the highest concentration of GWP, and market perfor-
mance is driven by the top five insurance companies, 
which represented 68.8% of the total GWP in 2021. 
The largest five companies accounted for 85.3% of 
the health insurance premium and 40.7% of the mo-
tor premium (Chart 2.2.2).

During 2021, the share of insurance brokers and 
insurance agents in the total premium for the 
sector was 43.6%, a slight increase from 41.6% 
in 2020. Health insurance was the line least 
dependent on insurance brokers and agents, 
while their share of property and casualty (P&C) 
premium, the line of business heavily reliant 
on brokers and agents, reached 65% in 2021, 
a slight decrease compared to 67.8% in 2020 
(Chart 2.2.3).

 Chart 2.2.2: GWP Concentration by the Largest
Five Companies in 2021

Chart 2.2.1: Segments Contribution to GWP

Source: Saudi Central Bank

Source: Saudi Central Bank
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2.2.3 Insurance Penetration and
Density
The contribution of the insurance sector to over-
all GDP increased to 1.34% in 2021 compared 
to 1.47% in 2020. At the same time, its contribu-
tion to non-oil activities slightly increased from 
2.90% in 2020 to 2.95% in 2021, supported by 
the rise in health insurance (Chart 2.2.4). 

2.2.4 Resilience
The net claims incurred (NCI) of insurance com-
panies reached SAR 27.4 billion in 2021, repre-
senting an increase of 13% compared to 2020. 
This increase was driven by the rise in health 
insurance claims by 10% and motor insurance 
claims by 20% (Chart 2.2.5).

The overall loss ratio increased from 76.6% in 
2020, to 83.4% in 2021. The loss ratio meas-
ures the net incurred losses in relation to the 
net earned insurance premium. The loss ratio 
for both health insurance and motor insur-
ance increased in 2021 to 86.7% and 82.4%, 
respectively, compared to 82.5% and 66.6%in 
2020 respectively. On the other hand, the loss 
ratio of the P&C sector recorded a decrease of 
34.8% in 2021 compared to the previous year 
(Chart 2.2.6).

Despite a slight decrease of 4.4% in 2021, the 
overall solvency ratio for the insurance sector 
remained well above that required, reaching 
173.4% of required capital by the end of 2021, 
which indicates its high resilience (Chart 
2.2.7).

 Chart 2.2.3: Contribution of Intermediaries to
GWP

 Chart 2.2.4: Insurance Penetration and
Density

Chart 2.2.5: Segments’ Share in NCI

Chart 2.2.6: Loss Ratio

Source: Saudi Central Bank

Source: Saudi Central Bank

Source: Saudi Central Bank

Source: Saudi Central Bank
Insurance premium to non-oil activities
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Technical reserves witnessed an increase in 
2021, which may be attributable to an increase 
in total claim expenses to total technical re-
serves by 7.6%. The unearned premium reserve  
and outstanding claims reserve  also saw an 
increase of 11.3% and 4.5%, respectively, while 
the adjustment expense reserve declined by 
4.3% by the end of 2021 (Chart 2.2.8). 

The overall profitability of the insurance sec-
tor was negative during 2021 and the sector 
incurred a small loss of SAR 47 million in ag-
gregate. Both ROA and ROE declined  to reach 
-0.07% and -0.25%, respectively. The decline can 
be attributed mainly to negative results of small 
insurance companies during 2021, while large 
insurance companies continued to record a pos-
itive result (Chart 2.2.9, Chart 2.2.10).

Net income decreased by 103.3%, even though in-
vestment income increased by 83.7%. This decline 
resulted from a decrease in operations income, 
which is mostly attributable to an increase in loss ra-
tio, which could be due to multiple factors affecting 
mainly motor and health classes, including claims 
reverting to pre-pandemic levels, the impact of de-
ferred medical treatments and changes in historical 
seasonality of claims because of travel restrictions.

2021 saw widespread vaccine deployment and eas-
ing of pandemic-related restrictions - important cat-
alysts that helped fuel economic recovery. Majority 
of insurers expect an acceleration in economic re-
covery and additional digital technology investments 
in 2022. The challenges facing insurers range from 
economic hurdles, including potential sustained in-
flation, and the challenges related to data, enhanced 
analytics, skills and capabilities. Addressing these 
challenges will depend on how effectively insurance 
companies can manage their human capital and new 
technology investments. 

  Energy Market  1.1.5
Source: Saudi Central Bank

Source: Saudi Central Bank

Source: Saudi Central Bank

Source: Saudi Central Bank

Chart 2.2.7: Solvency Ratio

Chart 2.2.8: Technical Reserves

Chart 2.2.9: ROE

Chart 2.2.10: ROA
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2.3 Finance Companies Sector
 
2.3.1 Overview
Following the challenges presented by COVID-19 
in 2020, finance companies have witnessed 
growth in the number of licensed finance com-
panies and capital. At the end of year 2021, there 
were 43 active licensed companies, in addition 
to two lease registry companies and three fi-
nance support activities. There was a significant 
increase of paid up capital: SAR 19.6 billion, 
which includes the capital of the Saudi Refi-
nance Company (SRC), compared to SAR 14.3 
billion in the previous year. SAMA support pro-
grams have mitigated the impact of COVID-19 on 
finance companies. These include the Deferred 
Payments Program and guaranteed financing 
program.

2.3.2 Assets
Total assets of finance companies increased 
considerably during 2021. They grew by 17.5% 
in 2021 from the previous year, reaching SAR 
53.5 billion, up from SAR 45.6 billion in 2020. 
The rise was attributed mostly to an increase 
in non-real estate assets of SAR 7.7 billion 
from the previous year (Chart 2.3.1). The in-
creasing number of licensed companies has 
led to a growth in total assets and total capital 
of finance companies, which contributed to the 
growth in total domestic credit provided by the 
financial sector in 2021.

2.3.3 Credit
Finance companis’ lending grew considerably in 
2021, reaching SAR 68.1 billion, up from 54.1 billion 
in 2020 (Chart 2.3.2). The rise was due to an 8.9% in-
crease in real estate credit in 2021, which reached 
SAR 25.6 billion compared to SAR 23.5 billion in the 
previous year, and a 38.8% increase in non-real es-
tate credit, reaching SAR 42.5 billion. Government 
initiatives such as the Sakani program and increased 
demand for mortgage loans over the last four years 
contributed to the continued rise in real estate cred-
it by finance companies during 2021, as did SAMA 
support programs to banks and finance companies 
during COVID-19; these have led to more non-re-
al estate loans as well. Finance companies account 
for approximately 3.0% of total credit provided in the 
financial system. As a result, the risk remains low 
from a systemic perspective. 

Individual lending accounted for the majority of the 
portfolio’s lending. Individual loans represent 75.3% 
of total financing portfolio loans in 2021, followed 
by loans to micro, small and medium enterprises 
(MSMEs) at 21.5% and corporate non-MSME loans 
at 3.2%. Given that the majority of loans at finance 
companies are for individuals and MSMEs, the risk 
of default is higher than other financial institutions, 
such as banks.

Residential real estate accounts for the majority of 
a finance company’s portfolio. By the end of 2021, 
residential real estate financing accounted for 32% 
of the total portfolio, with auto financing accounting 
for 27%, and personal financing accounting for 21%. 

  Chart 2.3.2: Total Credit of Finance Companies

Chart 2.3.1: Finance Companies Assets

Source: Saudi Central Bank

Source: Saudi Central Bank
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Commercial real estate and credit cards accounted 
for 6% and 1%, respectively (Chart 2.3.3). This may 
increase the risk of concentration as real estate lend-
ing increases in finance companies’ portfolio.

When looking at NPLs by sectors, we notice 
that the largest share of NPLs is attributable 
to individuals – accounting for 52% in 2021 – 
followed by MSMEs with 37% and corporate 
non-MSMEs with11%. The overrepresentation 
of non-individual credit in the NPL portfolio in-
dicates their level of risk. However, the total 
rate of NPLs remains within the normal range 
when compared to the pre-COVID period sup-
ported by SAMA support programs, such as 
SAMA’s payment deferral program, a finan-
cial lifeline for MSMEs, which prevented even 
greater increases in NPL.

Additionally, auto finance constitutes the ma-
jority of NPLs from the total of finance compa-
nies’ NPLs in 2021, registering at 37.1%, fol-
lowed by personal finance at 19.3%, 13% other 
loans and 12.6% for equipment. Although auto 
finance accounts for the majority of NPLs, 
auto lease-to-own contracts possess less risk 
than other forms of lending, due to their abil-
ity to liquidate such assets to cover potential 
defaults (Chart 2.3.5).

Debt funding continues to be the most com-
mon source of funding for finance companies. 
Future regulatory changes may influence fi-
nancing diversification in favor of increasing 
debt percentages. The funding composition 
has stayed relatively stable. Debt funding ac-
counted for 57% of total funding, while capital 
accounted for 31% and reserves and provisions 
accounted for 12%.

2.3.4 Resilience
NPLs for finance companies slightly decreased 
in 2021, sitting at 8.6% compared to 9.6% in 
2020. The decline in finance companies’ NPLs 
may be due to the rebound in the economy and 
to government support programs. The current 
downward trend of NPLs is due to several ap-
proaches and procedures initiated by SAMA 
and finance companies (Chart 2.3.4). SAMA 
regularly monitors NPLs and defaults by en-
suring finance companies have the necessary 
functional roles, such as risk management, 
credit availability, debt collection and finance 
regulations. In return, some finance compa-
nies have reevaluated their collection and re-
structured their loans. 

Chart 2.3.3: Finance Portfolio by Line

      Chart 2.3.5: NPL Ratio for Finance Companies
by Activity    

Chart 2.3.4: NPL Ratio for Finance Companies

Source: Saudi Central Bank

Source: Saudi Central Bank

Source: Saudi Central Bank
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In 2021, 30 finance companies recorded a 
profit with an amount of 2.1 billion, and the 
overall profitability of the sector increased to 
SAR 1.8 billion, although seven non-real es-
tate finance companies recorded a total loss 
of SAR 0.26 billion.  In addition, ROE and ROA 
recorded 8.8% and 3.4% in 2021, respectively, 
up from 4.7% and 1.9%, in the previous year 
(Chart 2.3.6).

Finance companies’ leverage ratios remained 
below the maximum threshold specified by 
SAMA: a ratio of three times for non-real estate 
finance companies and five times for real estate 
finance companies, which can be raised with 
SAMA’s approval. The leverage ratio slightly in-
creased from 1.93 times in 2020 to 2.08 times in 
2021, which is within an acceptable range (Chart 
2.3.7).

  Energy Market  1.1.5
Source: Saudi Central Bank Source: Saudi Central Bank

Chart 2.3.6: Profitability of Finance Companies  Chart 2.3.7: Leverage Ratio of Finance
Companies



3534

  S
a

u
d

i C
e

n
tr

a
l 

B
a

n
k

  |
 F

in
a

n
ci

a
l 

S
ta

b
il

it
y 

R
e

p
o

rt

2.4 Capital Market 

2.4.1 Overview
The Saudi capital market continues to improve 
after experiencing the initial impacts of the COV-
ID-19 pandemic during the first half of 2020. This 
is in line with the recovery in domestic economic 
growth. In addition, equity and debt markets wit-
nessed improvements in the regulatory frame-
work during 2021. The regulatory framework 
was introduced by the Capital Market Authority 
(CMA) to enhance the capital market in Saudi, 
which contributed to market efficiency and at-
tracted more investors. The FSDP launched its 
2021–2023 plan and various initiatives in 2021, 
such as increasing the number of products ac-
cessible in the derivatives market and estab-
lished the regulatory procedures that will allow 
the minerals, commodities and products market 
to operate effectively. Furthermore, as part of 
the FSDP initiative, the viability of creating an in-
vestment funds indicator is being investigated, 
as are the preparation of a legal framework for 
Saudi capital market infrastructure institutions 
and instructions and conditions for an insurance 
policy to cover professional failures of CMA-su-
pervised businesses’ auditors. 

2.2.4 Equity Market
The Tadawul All Share Index (TASI) recorded 
11,282 points by end of 2021, which indicates a 
notable increase of 2,592 points, reflecting an 
increase of 29.8% compared to the same period 
the previous year. The rebound of the Saudi eq-
uity market by the end of 2021 might be related 
to the strong rebound in the Saudi economy and 
economic activity throughout the year, as pan-
demic restrictions eased and vaccine adminis-
tration was carried out. 

The price-to-earnings (P/E) ratio declined to 
20.6 multiple by the end of 2021, compared to 
29.2  multiple in the same period the previous 
year; the decline in P/E ratio was due to high-
er earnings reported in 2021. The price-to-book 
(P/B) ratio slightly decreased by the end of 2021, 

recording 4.1 compared to 4.4 in the previous year. 
It is worth noting that the gap between economic 
fundamentals and the equity market’s performance 
narrowed in 2021 compared to 2020, as real GDP 
data shows 6.7% year-on-year growth in Q4 2021 
(Chart 2.4.1).

When compared to other markets in the region, 
the UAE market recorded significant growth: 
Abu Dhabi grew by 68.2%, followed by Kuwait 
with 31.2%, 20.6% in Bahrain, 15.6% in Qatar 
and, finally, Oman with 12.9%.

When comparing TASI developments to emerging 
Morgan Stanley Capital International (MSCI) 
and world MSCI indexes, we find that TASI’s 
performance has been relatively consistent 
with international markets. In addition, there 
has been a positive correlation between oil 
prices and TASI movement during the past three 
years; as oil prices declined significantly in the 
second quarter of 2020, TASI also declined. 
Similarly, when oil prices started to rebound, 
TASI improved at a similar rate throughout 2020 
and 2021 (Chart 2.4.2).

Chart 2.4.1: TASI Movement

 .Source: Capital Market Authority and General Authority for Statistics 
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In line with CMA’s strategic plan and the second 
pillar of FSDP — emphasizing market attrac-
tiveness — initial public offering (IPO) has been 
growing considerably in the Kingdom in recent 
years. During 2021, nine companies offered 
portions of their shares to the public. The total 
number of IPOs reached 20 in 2021 compared 
to five offerings in 2020, and the offered value 
was SAR 17.2 billion, with 235.56 million shares 
offered during the year. By the end of 2021, the 
market capitalization of all IPOs had reached 
SAR 117.6 billion, accounting for 1.2% of overall 
market capitalization. For all 2020 IPOs, the total 
offered value reached SAR 5.3 billion, with 102.5 
million shares/units offered. By the end of 2020, 
the market capitalization of all IPOs had reached 
SAR 53.7 billion, accounting for 0.6% of overall 
market capitalization (Chart 2.4.3).

TASI’s market capitalization increased to SAR 10 
trillion in 2021, up from SAR 9.1 trillion in 2020. 
The increase in market capitalization is attribut-
ed in part to the increase in the number of listed 
companies: 210 companies in 2021 compared to 
203 the previous year (Chart 2.4.4). 

It is worth noting that the number of capital 
market institutions (CMIs) has also increased; 
it reached 128 in 2021 compared to 106 in 
2020. Additionally, the liquid-assets-to-to-
tal-assets ratio for CMIs declined slightly in 
2021, recording 69.4% compared to 70.1% in 
the previous year. However, liquidity for CMIs 
remained in a healthy position. 

Data shows a notable increase in capital mar-
ket institutions’ profitability in 2021. ROA in-
creased by 12% compared to a growth of 9.4% 
in 2020. In addition, net income registered 4.7 
billion in 2021 — a 44.7% increase — com-
pared to the previous year. The improvement 
in profitability is mainly due to the rebound in 
the private sector and increased demand fol-
lowing the pandemic slowdown (Chart 2.4.5). 

Chart 2.4.2: TASI and MSCI

 Chart 2.4.3: Capital Market Activities

Chart 2.4.4: Market Depth

 Source: Capital Market Authority

Source: Capital Market Authority and Bloomberg

Source: Capital Market Authority 
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However, Saudi Arabia has overtaken Malaysia 
as the world’s largest issuer of sukuk and Islam-
ic financing in 2021. Saudi Arabia issued more 
than $32 billion in sukuk and Islamic financing, 
compared to around $26 billion in Malaysia. The 
increase is attributable to nearly 60% increase in 
government and private issuances. 

In 2021, the total size of public sukuk and bond is-
suance continued to increase, reaching SAR 461.4 
billion — a growth of 19.0% — compared to SAR 
387.8 billion in 2020. Additionally, the number of 
listed sukuk and bonds increased to 79 from 72 
the previous year. Finally, the number of trades 
was recorded at 2,350 compared to 1,474 in 2020 
(Table 2.4.1 and Chart 2.4.7).  

Capital market revenue improved considera-
bly in 2021 as the economy continued to grow 
and the oil market saw a strong rebound. Asset 
management revenue increased from 2.7 billion 
to SAR 3.4 billion, a 22.5% gain from 2020, fol-
lowed by dealing at SAR 3.1 billion and a 16.7% 
increase from the previous year, and investment 
banking at SAR 1.2 billion and a 30.6% increase 
from the previous year (Chart 2.4.6). 

The performance of the Saudi capital market 
has improved considerably in recent years, and 
the capital market is likely to expand more, giv-
en the improvement in oil prices and continued 
economic recovery.

2.4.3 Debt Market
In comparison to Malaysia and the UAE, sukuk 
issuance had been limited in Saudi Arabia, which 
began  with  a few issuances in the  mid-2000s. 

  Energy Market  1.1.5
 Source: Capital Market Authority

 Source: Capital Market Authority

Chart 2.4.5: Profitability

 Chart 2.4.6: Revenue Distribution

20212020Year

28,891,933,00034,801,591,240Nominal value traded 
(SAR)

30,289,183,25737,538,032,969Value traded (SAR)

461,370,215,860387,840,399,020Total size of issuances 
(SAR)

2,3501,474No. of trades

7972No. of listed sukuk and 
bonds

Table 2.4.1: Sukuk and Bonds

Source: Tadawul 
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Chart 2.4.7: Sukuk and Bonds
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Significant measures have been taken to establish 
the debt market, such as full fee restructuring on 
registry, listing and trading fees to promote issu-
ances and trading competitively. The par value of 
government sukuk was cut to SAR 1,000, and yield 
computation was enabled on fixed coupon sukuks 
and bonds, providing investors with a real-time 
perspective of return. Corporations have been 
contributing to the expansion of the debt market 
in Saudi Arabia. An example of a Saudi corpora-
tion sukuk issuance is SNB sukuk issuance. As 
part of its international sukuk program, SNB is-
sued USD 750 million to local and international 
investors in January 2022. Riyadh Bank presents 
another example of Saudi corporation sukuk issu-
ance, completing the issuance of $750 million in 
US dollar-denominated sukuk to investors in the 
Kingdom and globally in February 2021.
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2.5 Real Estate Lending

2.5.1 Overview
The real estate market in Saudi Arabia has start-
ed to show significant momentum in the financial 
market industry, due to the Saudi government’s 
focus on increasing ownership levels for its citi-
zens. The real estate sector is an integral part of 
any economy and a key component of prosper-
ity. The Housing Program, one of the main pil-
lars of the Kingdom’s Vision 2030, aims to raise 
the percentage of homeownership to 70% by the 
year 2030. This goal is to be realized through 
multiple initiatives by the Ministry of Municipal 
and Rural Affairs and Housing, whose main tool 
is a subsidized financing program. It also aims 
to increase the supply of housing units. Part of 
the initiatives include a partnership with real es-
tate developers to provide housing units in the 
form of off-plan sales, in addition to facilitating 
regulatory procedures related to the approval of 
plans and housing projects. In 2019, the Ministry 
updated the residential subsidization matrix to 
support the highest number of beneficiaries.

SAMA has long been at the center of real estate 
reforms and the management of associated 
risks in real estate financing. Starting in 2012, 
SAMA set the LTV ceiling for real estate financ-
ing at 70% of the value of the residence. In 2017, 
it eased the measures by raising the percentage 
to 85% for a citizen’s first residence. Since 2018, 
the percentage has risen to 90% for a first res-
idence; for a second residence forward, it has 
been kept at 70% for bank mortgages and at 
85% for finance company mortgages. SAMA has 
also lowered the RWA percentage several times 
throughout the years to encourage lending, giv-
en the historical long-term low default rates in 
the housing sector (see Chart 2.5.3). It has also 
been in alignment with the international Basel 
treatment for retail mortgages. Simultaneously, 
SAMA published Responsible Lending Principles 
for financial institutions and monitors the debt 
burden ratio (DBR) closely to ensure the stability 
of the financial system.

Subsequently, the real estate contribution to 
non-oil activities has fluctuated slightly over the 
last four years. The contribution increased from 
10.12% in 2018 to 10.15% in 2021 (Chart 2.5.1). 

Chart 2.5.1: Real Estate Contribution to Non-
Oil Activities

One of the notable developments in the real 
estate market during 2021 were the activities 
undertaken by SRC, whose purpose is to pro-
vide liquidity to mortgage lenders through ei-
ther portfolio acquisitions, or direct short-term 
financing. SRC’s capital structure has been in-
fluenced by a rise in borrowing as well as addi-
tional capital infusions from the PIF, indicating 
its significance in the local mortgage market. 
SAMA authorized SRC to purchase residential 
mortgage portfolios, and, following an agree-
ment with the Real Estate Development Fund 
(REDF), SRC committed to financing a SAR 2.5 
billion property portfolio in 2021, which will 
allow lenders (banks and finance companies) 
to offer more accessible housing finance solu-
tions. As a result, finance companies can ob-
tain the necessary funding to provide credit to 
borrowers. SRC has also begun issuing Sukuk 
under its SAR 10 billion Sukuk program, pro-
viding additional liquidity to the Saudi housing 
market. It is worth  mentioning that  SRC  assets 
increased  in 2021, reaching SAR 13.4 billion 
compared to SAR 7.5 billion the previous year. 
In addition, SRC witnessed a significant increase 
in credit used in 2021, record in SAR 11.4 billion, 
compared to SAR 5.3 billion in 2020. 

Source: General Authority for Statistics
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 Chart 2.5.4: Retail Real Estate NPLs for
Finance Companies

 Chart 2.5.2: Retail Real Estate Loans

 Chart 2.5.3: Retail Real Estate NPLs for the
Banking System

2.5.2 Retail Real Estate Loans
Banks’ residential real estate loans value has 
grown since the beginning of 2018, supported 
by the housing programs provided by the gov-
ernment. Retail real estate loans provided by 
banks increased from SAR 315.2 billion in 2020 
to reach SAR 445.8 billion in 2021 — an increase 
of 41.4%. 

Finance companies’ retail real estate loans val-
ue has been rising in tandem with those of the 
banking sector; loans reached  their highest lev-
el in 2021, with a value of SAR 22.0 billion (Chart 
2.5.2).

Real estate loans, in general, have a low NPL 
rate, as the repayment arrangement is enforced 
through salary assignment. As a percentage of 
the total retail real estate portfolio, retail real 
estate NPLs represented only 0.5% at 2021 year 
end (Chart 2.5.3). It has increased by 25.6% in 
Q4 2021 compared to the same period last year. 
The higher default rates are attributed mainly 
to defaults having come from a relatively small 
base of lending in the past. 

Source: Saudi Central Bank

Source: Saudi Central Bank

Source: Saudi Central Bank
Despite the continued credit growth, underwrit-
ing standards remain prudent, with the salary 
assignment for loans issued by banks to retail 
customers, and must conform to SAMA princi-
ples  for responsible lending. It is noted that the 
majority of loans are given to individuals work-
ing in the government sector, at 79.1% of total 
lending, which is considered the least likely sec-
tor to have risk of job loss (Chart 2.5.5).
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 Chart 2.5.7: Quarterly Drivers of Growth for
 Residential New Mortgages Financing for

Individuals Provided by Finance Companies

 Chart 2.5.5: Real Estate Lending Based on
Occupation Provided by Banks

 Chart 2.5.6: Quarterly Drivers of Growth for
 Residential New Mortgages Financing for

 Individuals Provided by Banks

Chart 2.5.8: Corporate Real Estate Loans

Banks and finance companies issued 206,071 
new mortgages in 2021. Growth in bank financ-
ing of residential new mortgages for individu-
als has slowed down by 1.2% and reached SAR 
152.5 billion in 2021 compared to last year. A 
sluggish growth in lending  comes in line with 
the rise in real estate prices. At the same time, 
new mortgage loans provided by finance com-
panies declined on an annual basis by 18.0%, 
hitting SAR 3.8 billion by the end of 2021.

Loans provided for residential lands were the 
key driver behind the decrease in total residen-
tial new mortgages given by banks, with a year-
on-year decline of 23.0% in Q4 2021, while hous-
es were the only component to register positive 
growth, at 1.0% (Chart 2.5.6).

In contrast, financing for residential houses was 
the key contributor to the decline in total resi-
dential new mortgages for finance companies, 
with a year-on-year decrease of 33.3% by the 
end of Q4 2021 (Chart 2.5.7).

2.5.3 Corporate  Real Estate Loans
Corporate real estate loans from banks have 
consistently increased over the past years, 
reaching SAR 123.1 billion in 2021. The upward 
trend includes the initial COVID-19 period. This 
can be attributed to several factors; 1- the low-
er interest rates provided by banks at the time, 
causing the loans level to reach SAR 113 billion 
at the end of 2020; 2- the increased demand 
for homeownership, specifically in the past two 
years. The latter has influenced corporate real 
estate loans from finance companies as well, 
which have been increasing, reaching SAR 3.4 
billion in 2020 and SAR 3.6 billion in 2021 (Chart 
2.5.8).

Source: Saudi Central Bank

Source: Saudi Central Bank

Source: Saudi Central Bank

Source: Saudi Central Bank
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2.5.4 Price Index 
The real estate price index has been fluctuat-
ing in the past few years, declining in 2018 and 
picking up the pace in 2019. This was when resi-
dents of the Kingdom started to benefit from the 
measures supporting homeownership, which 
increased the average general index on a grad-
ual basis to reach 81.2 points in 2021. This in-
crease is attributed mainly to a rise in residen-
tial land prices by 1.2% from 2020 prices, with 
Riyadh recording the biggest increase in 2021: 
1.5%, compared to the rest of the administrativ 
rigons (Chart 2.5.9).

Chart 2.5.9: Real Estate Price Index by Sector

Source: General Authority for Statistics
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Date Topics

2012 Issuing the Real Estate Finance Law.

2013 Issuing the Implementing Regulation of the Real Estate Finance Law executive bylaw.

2014 The Real Estate Finance Law and the Implementing Regulation of the Real Estate Finance Law have been executed.

2016 Raising the maximum LTV ratio for home financing from 70% to 85% for citizens’ first home ownership provided by 
mortgage institutions. 

2017

–   Raising the maximum LTV ratio for home financing from 70% to 85% for citizens’ first home ownership provided by 
banks.
–   Reducing RWA ratio for real estate financing for home ownership from 100% to 75%.
–   Registering mortgages according to the reality of the contract within a period of three years (in addition to following up 
on the mortgage correction plan and the last extension of the correction period until April 2021).
–   Licensing SRC, which provides financing solutions that contribute to increasing citizens’ ownership of housing, by 
pumping investors’ liquidity through the secondary market for real estate financiers and investing in debt instruments 
backed by mortgage contracts, and enhancing sources of financing for real estate financiers that will contribute to 
reducing the final financing cost to the beneficiaries.
–   Issuing the Transfer Mortgage Loans (updated in 2018).
–   Licensing Saudi Financial Lease Contract Registry Company, named SIJIL.

2018

–   Reducing RWA ratio for real estate financing for home ownership from 75% to 50%.
–   Raising the maximum LTV ratio for home financing from 85% to 90% for citizens’ first home ownership provided by 
mortgage institutions.
–   Unified the standardized format for real estate contracts in the form of Murabaha for individuals and in the form of 
Ijarah for individuals.
–   Issuing mandatory instructions when providing a mortgage product to individuals, with the aim of helping clients take 
the appropriate decision when requesting mortgage finance and to protect all parties and the safety of the mortgage 
sector.
–   Issuing the standardized format for the mandatory insurance policy on hidden flaws.  
–   Allowing mortgage lenders, based on their valuation, to accumulate the profit amount without the original lending 
value for the selling product on the map. This is for a period that does not exceed 24 months or a building period, 
whichever is less, on the condition that this feature will be limited to the beneficiaries of the support program from the 
RDEF. Also, it has been allowed for whoever postponed the collection of the principal amount without the profits for a 
period of 36 months.   
–   Allowing extra working hours on Saturdays to provide the services related to the supported mortgage lending program 
for a year (extended for two years).

2019

–   Encouraging lenders to focus on the financing products that meet the actual needs of the individuals, after noticing 
that financing entities focus on the marketing side. 
–   Allowing real estate lenders to defer collecting payment for off-plan subsidized borrowers for a period of 36 months.

2020

–   Updating the unified standardized format for mortgage contracts for individuals and in the form of Murabaha and 
Ijarah for individuals.
–   Licensing the Tawtheeq company to register financial lease contracts.
–   Issuing a publication that ensures the fees for valuations in the mortgage financing contract for individuals are not 
discounted by mortgage lenders until primary approval is issued to award the mortgage.
–   Issuing insurance for the self-building product for mortgage lending to individuals, which aims to protect the financing 
entity’s consumer rights by organizing the financing process with what complies with the building stages. 

2021

–   Allowing mortgage lenders, based on their valuation, to accumulate the profit amount without the original lending 
value for the selling product on the map. This is for an extended period on the specified period mentioned in the issued 
instructions on December 2018 for six months, with the ability to extend the facilitation without any extra fees for 
nonperforming projects during the COVID-19 pandemic.
–   Issuing the rules for permanent payment order for the mortgage lender. 
–   Licensing debt collection companies.

Box 2.2: SAMA’s Efforts to Support the Real Estate Sector
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Emerging Risks
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3.1 Financial Innovation 

3.1.1 Overview 
Financial innovation is undergoing substantial 
development and rapid growth both globally 
and locally. Since the launch of FinTech Saudi in 
April 2018, there has been a 100% compounded 
annual growth rate (CAGR) in the number of op-
erating FinTech companies, and the number of 
active FinTechs grew by nearly 37% from last 

year to reach 82 companies (Chart 3.1.1).

In addition to the increase in the number of Fin-
Techs, the share of electronic payments in retail 
has exceeded 57% of total transactions conducted 
in 2021, surpassing the 55% target set out by the 
FSDP. This has resulted in redesigned business 
models and the creation of an innovative services 
ecosystem for individuals. The rise in technolo-
gy innovation use increases the complexity of 
supervision, surveillance and enforcement and 
increases some operational and financial risks, 
specifically cyber risks, which might impact fi-
nancial stability through consumers’ loss of con-
fidence. This could lead to liquidity and credit risk 
and, in some cases, solvency issues for financial 
institutions. As a result, SAMA has increased the 
supervisory focus on new innovative technologies 
such as digital-only banks, crowdfunding and mi-
cro-lending, digital payment, insurance aggrega-
tors, buy-now-pay-later (BNPL) companies, and 
other FinTech activities.

3.1.2 FinTech and Digital Evolution
Financial innovation has had a widespread im-
pact on numerous facets of everyday life. Bank-
ing has been no exception. SAMA aims to foster 
new opportunities and reinforce growth in the 
financial industry, support new technological 
solutions and encourage innovations by financial 
institutions. SAMA’s Regulatory Sandbox pro-
vides FinTech companies a controlled and safe 
environment in which they can test new digital 
solutions until they are able to meet regulatory 
requirements. FinTech will enhance innovation 
by testing its products with waivers or modifi-
cations to requirements and controls; doing so 
will facilitate transactions and have a positive 
impact on the sector. 

As of December 2021,  26 FinTech companies 
and 14 banks have participated in the sandbox 
since its inception, conducting a diverse range of 
activities. Payment institutions has the biggest 
share of FinTech companies activities, at 35% of 
all other activities whereas for banks, the retail 
digital onboarding process accounts for over 
half of the banks’ activities share (Chart 3.1.2).

 Chart 3.1.1: Number of Active Fintech
Companies in Saudi Arabia as of 2021

Source: Saudi Central Bank

As Chart 3.1.3 illustrates, payment institutions (PIs) 
have witnessed a growing number of FinTechs as a 
result of the pandemic acceleration of digital finance 
and consumers’ adaptation to cash-less transac-
tions. Debt crowdfunding has also attracted and is 
expected to attract a large number of investors, ei-

 Chart 3.1.2: Activities of Banks That Have
Participated in Sandbox, December 2021

Source: Saudi Central Bank
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ther as funders or direct investors. SAMA defines 
debt-based crowdfunding as raising funds from 
participants through a digital platform to be granted 
to an institutional beneficiary in accordance with a 
loan contract. Here, SAMA’s priorities are to mitigate 
potential risks and to ensure investors understand 
the general risk associated with investing in startup 
companies. SAMA’s updated rules for engaging in 
debt-based crowdfunding provide clarity on the in-
ternal organization and risk management, such as 
risk identification, assessment, management, moni-
toring, communication and reporting.7  

With regards to digital banking, SAMA has granted a 
license for three digital banks as of February   2022, 
which further supports the growth of the industry and 
the quality of user experience. The banks are (1) STC 
Bank, with a capital of SAR 2.5 billion, (2) Saudi Digital 
Bank, with a capital of SAR 1.5 billion, and (3) D360 
Bank, with a capital of SAR 1.65 billion. Digital banks 
face a similar degree of risk as traditional banks, with 
operational and cybersecurity risks being higher. 
SAMA has issued additional licensing guidelines and 
criteria for digital-only banks in Saudi Arabia. There 
are several FinTech activities in the finance compa-
nies sector, such as consumer microfinancing, debt-
based crowdfunding, BNPL and finance aggregators 
and support activities. 

7The Updated Rules for Engaging in Debt-Based Crowdfunding. https://www.sama.gov.
sa/en-US/RulesInstructions/FinanceRules/The_Updated_Rules_for_Engaging_in_Debt-
Based_Crowdfunding.pdf

3.1.3 Cybersecurity 
The increasing reliance on technology within the 
financial sector exposes the market to elevated 
emerging cyber risks. The rapid advance in the 
use of technologies has also required financial 
institutions to increasingly depend on third-party 
relationships and extended ecosystems to sup-
port their critical business functions, which over-
all has introduced new or different risks. Cyber-
attacks could be systemic and threaten financial 
stability if they disrupt a critical financial service 
for which there is little or no substitute. They could 
also impair banks’ operations; the impact would be 
magnified if the attacked the ability of the finan-
cial market to absorb the shocks is fundamental 
to ensuring financial  stability  and preventing  the  
propagation  of  disruption.

In order to safeguard the financial sector of the 
KSA against such occurrences, SAMA has adopt-
ed various initiatives. As of 2021, SAMA had is-
sued five cybersecurity rules and regulations to 
promote market resilience and confidence in the 
financial sector and foster innovation. Moreover, 
SAMA established the cybersecurity framework 
to enable the financial institutions it regulates to 
identify and address cybersecurity risks and pro-
tect information assets and online services. The 
objective of the framework is to:
• Create a common approach for managing cyber-
security within the member organizations. 
• Achieve an appropriate maturity level of cyberse-
curity controls within the member organizations. 
• Ensure cybersecurity risks are appropriately 
managed throughout the member organizations.
SAMA meets its supervisory responsibilities by 
applying a risk-based approach and by assess-
ing the design and operational effectiveness of 
controls in information technology, cybersecurity, 
privacy, fraud and resilience space. Considering 
the dynamic nature of cyber risks, SAMA’s super-
visory capability also features the application of 
intelligence-led risk assessment by defining stra-
tegic cyberattack scenarios applicable to the crit-
ical infrastructure based on detailed analysis of 
third-party providers (TPPs) and their geopolitical, 
financial and threat trends.

Chart 3.1.3: Activities of Fintech Companies That 
Have Participated in Sandbox, December 2021

Source: Saudi Central Bank
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Stakeholders’ Contributions to Open Banking

SAMA -   Design, implement and enforce the appropriate open banking framework that fits the market 
needs.
-   Supervise and monitor the health of the ecosystem in all aspects continuously.
-   Create and release the open banking regulatory framework, including licensing and supervision 
processes.
-   Create and release the open banking standards that cover API specifications, security profiles, 
customer experience guidelines and operational guidelines and develop and run the open banking lab 
to facilitate the testing and certification processes.
-   Manage the open banking market development activities to identify and prioritize open banking 
services and use cases.

Financial institutions 
(banks and payment 
account service providers)

-   Make financial data available for access.
-   Establish partnerships with TPPs.
-   Based on the regulations to be released by SAMA, FIs may also have business-driven and non-
compliance-driven open banking strategies, and offer open banking services and products.

Customers -   Have more control over their financial data and provide consent to the TPPs.
-   Benefit from the innovative products and services to be provided by TPPs.
-   Open banking services can cover both personal and corporate needs.

TPPs -   Access customers’ financial data either directly from banks or via technical service providers 
(TSPs) to create new services and products.
-   Operate as a payment account information service provider (AISP) or payment account initiation 
service provider (PISP).

Box 3.1: Open Banking

Open banking is an ecosystem featuring new regulations and governance models, business and operating 

models, compliance and liability models, and technical and security standards to make the customers’ 

financial data available (with the customers’ permission) to TPPs to open up opportunities for a wider 

and innovative array of financial services and products. By comparison, financial institutions (FIs) under 

the traditional banking model have control over customers’ financial data and decide whether to share 

the data with selected partners. FIs are required to share financial data with TPPs that customers want 

to work with, and customers are empowered to share their financial data based on their consent.  SAMA 

released the open banking policy in January 2021 to communicate to the market the official initiation of 

the open banking program and is currently working with all market participants, including FIs and TPPs, 

in the program’s implementation phase. In parallel with the open banking program, SAMA also accepted 

13 open banking applications to SAMA’s Regulatory Sandbox in 2021. This is a separate stream to encour-

age the market to build and test open banking products and services within the sandbox framework until 

the open banking regulatory framework is released. SAMA recently approved three of the 13 companies 

to operate within the sandbox and is working closely with the remaining ones to complete their require-

ments. The table below illustrates the open banking stakeholders and the interconnections between them 

in a regulatory-led approach for open banking implementation, which is the approach that SAMA decided 

to take in implementing open banking practices in the Kingdom. The stakeholders are mapped into four 

categories: regulators, FIs, customers and TPPs. 
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Cultural challenges -   Local culture.
-   Low adoption.

Monetary policy implications -   A non-interest-bearing CBDC.
-   Accessibility of foreign CBDC and crossborder aspects.

Legal and regulatory 
constraints

-   Direct aspects.
-   Indirect aspects.

Technical challenges -   Unavailability of appropriate technologies.
-   Appropriate measures need to be considered.
-   Implementation of offline capability.
-   Cyberattack challenges.

Bank disintermediation -   Risk of disintermediation of banks increasing.
-   Reliance on wholesale funding.

Technical and financial 
illiteracy

-   Growth in digitalization is not necessarily matched.
-   Digital capabilities are becoming a precondition.

Box 3.2: Central Bank Digital Currency (CBDC)

CBDC presents as a new medium — digital central bank money — representing a third format of money 

alongside banknotes (cash) and reserves. A CBDC can follow either a one-tier or a two-tier distribution 

model for its design process and has a variety of technical design considerations. Potential benefits of 

CBDCs include financial innovation, access to central bank money, payment methods and infrastructure 

diversity, resilience, financial inclusion, transparency and privacy, fiscal operations and crossborder 

payments. CBDC challenges and risks could be summarized as follows: 

In conclusion, SAMA’s goal is to preserve the best elements of the current systems while allowing a 

safe space to leverage the benefits of tomorrow’s innovations. The CBDC project is at an early stage, 

and its primary purpose as of now is to serve as an information and educational resource. Further 

research and consultation must be undertaken before policy positions are finalized. 
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