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Saudi Economic Association Celebrates

its 40th Anniversary
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On May 26th, 2025, under the patronage of His Excellency the Minister of
Industry and Mineral Resources, the Saudi Economic Association celebrated
the 40th anniversary of its establishment in 1985. It is worth noting, that his
excellency was a member of the association’s board of directors (during its 1th
and 12th sessions) just before his appointment as minister, and he has also been
a member of the association since 1988.

The celebration was attended by SEA's founders, former presidents, and
former members of the board of directors, the former heads of the editorial
board of the scientific journal “Economic Studies”, and a large number of

distinguished members.
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The Saudi Economic Association (SEA)
is pleased to invite you to a seminar entitled

"DIVERSIFYING THE SAUDI ECONOMY: CHALLENGES AND PATH FORWARD"

Speakers

Dr. Ahmed N. Alrajhi Mr. Tim Callen Dr. Abdullah A. Almeer Mr. Justin Alexander

Visiting Fellow,
Arab Gulf States Institute in
Washington (AGSIW)

Assistant Professor of Economics
at KFUPM Business School
(SEA’s Rep. at KFUPM)

Vice Chair of the Board of Directors
(Saudi Economic Association)

Director of Khalij Economics
author of “The Gulf Weekly”

® MACROECONOMIC OVERVIEW
® R&D, INNOVATION AND SMES
® GCC EXPERIENCE AND LESSONS LEARNED
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Saudi Economic Association celebrates its
40th Anniversary
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The Saudi Economics Association
celebrated its 40th anniversary. The
included honoring the
founders, former chairmen of the board
of directors, and former editors-in-chief
of the scientific journal. The ceremony
included a session with H. E. the Minister
of Industry and Mineral Resources, titled
“The Saudi Economic Association: From
Thoughts to Impacts.. 40 Years of
Serving the National Economy”, a session
on “Youthful Vision for the Future of SEA”
and a session on “The Role of SEA in
Women's Participation in the Economy.”

(Note: E.B. will publish a special issue
covering this event).

ceremony
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Seminar «Diversifying the Saudi Econo-
my: Challenges and Path Forward“ on
March 17th , 2025.
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Trade Tensions, Tariffs and
the Future of Middle East Oil @

Dr. Karen E. Young

Senior Research Scholar, Columbia University, Center on Global Energy Policy

Senior Fellow, Middle East Institute

The Trump Administration's decisions to apply tariffs on
trade partners—adversaries and allies alike—has changed
market sentiment, as many banks and their economists now
see a recession as at least a 35 percent probability (and
rising) for the US this year. Wood Mackenzie, an energy data
and analytics firm, estimates that US tariffs imposed on
China at a level of 60 percent would slow down global
growth and overall demand for oil and other liquid fuels,
driving down oil prices from 12$ to 7$ per barrel. The
International Monetary Fund has cut global GDP growth
expectations to 2.8 percent for this year, down from its 3.3
percent forecast just in January 2025. Continued uncertainty,
despite a tariff reprieve, between the US and China do not
yet signal a new wave of growth.

Gulf-Asia Interdependency Under Threat

Lower prices in the Middle East also significantly affect
public finance, leading to further disaggregation between
wealthier and poorer producer states in the region. We can
identify three key effects for oil producers in the Middle East
as we enter a period of heightened trade tensions and a
potential global economic slowdown: 1) the Middle East-Asia
interdependency will make both sides suffer a downturn; 2) a
battle for market share will ensue, leaving weaker regional
producers at a disadvantage; 3) access to capital and
borrowing will define how countries can weather a longer
downturn in oil prices.

First, Middle Eastern oil producers are increasingly tied to
Asian markets; while their oil may not go directly to the United
States, it fuels production in China, India, South Korea, Japan,
and Vietnam, whose goods do. As Asian economies slow
down due to US tariffs, their appetite for oil from the Middle
East oil exporters will diminish. Beyond China, the
implementation of tariffs on a host of other Asian economies
will collectively threaten the Gulf states and the Middle East.
Moreover, the investment environment for Gulf sovereign
investment allocations across East, Southeast, and South Asia
could deteriorate, not just Gulf investment in petrochemicals
and refineries but also growing investment in technology
and renewable energy projects.

Second, the OPECH+ alliance is ramping up production with
an understanding that lower prices will persist. These producers,
especially among the GCC states, know that competition for
market share will depend on national oil companies maintaining
healthy balance sheet and the ability to shield or adjust public
finances to accommodate lower revenues.

Third, some MENA producers are better positioned than
others; however, despite progress on diversification since the
oil price downturn in 2014, public finances remain highly
dependent on oil revenues. To segregate government
spending and investment from oil revenues, GCC countries
have turned to debt markets to finance deficits during periods
of lower oil prices, helping to smooth public consumption over
the ups and downs of the oil cycle. Borrowing in bond and
syndicated loan markets by Saudi public entities continues to
expand, with a slew of issuances in early 2025 with outstanding
debt increasing 100$ billion by 2027. This is a case of a country
able to borrow. However, the yield curve on U.S. Treasuries
continues to suggest that investors expect higher inflation and
less likely cuts to Fed rates. For many regional producers, such
capital is already difficult or inaccessible to them and their
national oil companies and state-related entities because of
weaker credit and «above ground» political risk.

Navigating the Future for Oil Producers

These global economic headwinds, amplified by U.S. tariff
policy and uncertainties in how markets will respond, how
investment in the United States may be deterred, and how
global economic activity could become both more narrow in
scope on a bilateral basis and more limited in volume, have put
the Middle East's oil industry under immense pressure to
deliver revenuesto publicfinancesand toedge outcompetitors.
The Trump Administrationss tariff policies will drive the Middle
East and particularly the Gulf states closer to partners in Asia,
especially China. China could commit to foreign investment
and joint ventures in domestic manufacturing capacity in non-
oil sectors like solar technology and EVs in the Gulf, even if their
demand for oil declines. However, Gulf policymakers may find
the U.S.! imposition of trade restrictions on Gulf partners and
investment ties with China untenable.

(A longer and original version of this article was publlshed w1th Georgetown Journal of Internatlonal Affairs.



https://gjia.georgetown.edu/2025/05/13/trade-tensions-oil-sanctions-and-the-future-of-middle-east-oil/
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Trump announced sweeping tariffs on U.S. trading partners
on April 2 (what he termed “liberation day”). The U.S. S&P
500 index fell by more than %10 and Brent oil prices by

financial markets swooned when President

close to %12 over the following two days. Economists at
major Wall Street firms and international organizations
downgraded their growth forecasts fearing that higher
tariffs would undercut trade, investment, and employment
and boost inflation.

Since April, financial markets have been volatile as
investors digest the almost daily updates from the White
House on how tariffs will be applied. Nevertheless, U.S. equity
markets have rallied strongly with the S&P 500 having risen
by %17 from its April 8 low, and the index is now close to where
it was at the time of President Trump's inauguration on

January 20.

Oil prices have not recovered in line with U.S. equity
markets. Yes, Brent is off its 60$ a barrel low of early May, but
is trading around 65$ a barrel compared to 77% a barrel in
early April. While fears for economic growth, and hence global
oil demand, may have eased, two factors are weighing on the
oil market. First, OPEC+ has surprised with its decision to
return output to the market at a faster pace than previously
announced. Second, U.S. negotiations with Iran and Russia
could potentially lead to an easing of sanctions on the oil
industry in these countries, although again there is much
uncertainty.

Saudi Arabia has enjoyed a sustained period of strong
economic performance since the COVID19- pandemic. Real
GDP growth averaged over %5 a year during 24-2021, with the
non-oil economy expanding by an average of %7 a year.
Strong economic growth has created new jobs, and the
unemployment rate of Saudi nationals fell from over %12 at
the beginning of 2021 to %7 at the end of 2024. The surge in oil
revenues that followed the start of the war in Ukraine pushed
the current account surplus to over 150$ billion in 2022 and
the fiscal balance into its first surplus since 2014. The increase
in public sector spending, however, resulted in strong growth
in imports of goods and services and outflows of foreign

The Evolving Global Economic Situation

and its Implications

14

for Saudi Arabia
Tim Callen

Visiting Fellow, Arab Gulf States Institute (Washington, D.C.)

worker remittances, and the external and fiscal balances were
both in deficit in 2024.

While forecasting oil prices is a fool's errand, it is worth
asking what a sustained period of lower oil prices would mean
for the Saudi economy. There has been progress toward
economic diversification in recent years, but oil remains a key
driver of the Saudi economy.

If oil prices average 65$ a barrel in 2025, the fiscal deficit
could be in the range of %6.5-4.5 of GDP, compared to a
budget estimate of %2.3 of GDP, and the current account
deficit could be over %4 of GDP (even as oil production
increases under the OPEC+ plan). Achieving a fiscal deficit at
the lower end of this range would require the government to
meet its budget target of significantly cutting nominal
spending this year. After the first quarter fiscal outcome, this
isatall order. Alarger fiscal deficit will require the government
to borrow more than planned. This borrowing will not be
problematic given that government debt is still low, but it will
likely come at a higher cost given U.S. bond market volatility
and the demand for higher spreads by investors in a lower oil
price environment.

What will happen to economic growth if lower oil prices
continue? The Saudi economy started 2025 in good shape,
with real non-oil GDP continuing to grow at a decent clip.
Nevertheless, history suggests that if public spending is
reduced, this will have an impact on the non-oil economy,
although with some lag. It can be expected that real non-oil
GDP growth would slip below %3 in 2025 and 2026. However,
real oil GDP growth will pick-up as oil production increases.
Overall real GDP growth could increase to %3 compared to
less than %2 in 2023 and 2024.

In sum, lower oil prices will be a test for the Saudi economy
and provide a useful check on how reforms have affected the
economy'’s reliance on oil. A more limited impact of lower oil
prices on non-oil growth during this cycle than in the past
would indicate a private sector that has become less
dependent on oil revenues. The non-oil sector would truly be

“non-oil."
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Abstracts from the Journal of Economic Studies
Vol. 17, Issue 1 (June. 2025)

The Journal of Economic Studies is a (periodical - scientific
— Refereed) publication that is issued biannually by the Saudi
Economic Association, since 1998. The Journal is concerned
with publishing research and scientific reviews that have not
been previously published, covering variety of economic topics
and issues. The Journal of Economic Studies applies the Open
Journal System (O3JS), which is an open-source platform for
managing and publishing academic journals online. The latest
issue of JES (June. 2025 https://japksu.com/index.php/esj/issue/
view/122 ) includes the following articles:

The Impact of Manufacturing Industries on
Economic Growth in Egypt during the
Period (2023-1974) (in Arabic)

Elsayed M.A. Elseraty and Manal M. Lutfi

Abstract: This study aimed to investigate the impact of the
manufacturing industries on economic growth in Egypt from
1974 to 2023. The study examined the development of the
Egyptian manufacturing sector during this period. Additionally,
it analysed the backward linkages of manufacturing industries
and their macroeconomic direct and indirect effects, using the
Egyptian input-output table for the fiscal year 2017/2016. To
understand the relationship between different branches of the
manufacturing sector—divided into five key activities—and
economic growth in the long run, the study employed a
polynomial distributed lag (PDL) model. The results of the study
indicated that the indirect effects realised outside the
manufacturing sector surpassed the direct effects. Moreover,
the econometric model confirmed that the long-term effects of
growth in various branches of the manufacturing industry
consistently exceeded their immediate effects. The study
recommends the adoption of policies that enhance the reliance
on domestic components in manufacturing industries and
reduce the percentage of imports utilised.

Balancing Economic Growth and
Environmental Quality within Gulf
Cooperation Council (GCC) countries and
Iran for The Period (2020-2001) (in Arabic)

Hidayah T. Alalyani

Abstract: This study delves into the impact of economic and
industrial factors on environmental quality within Gulf
Cooperation Council (GCC) countries and Iran. The research
aims to analyze the relationships between export, renewable
energy consumption, FDI inflows, annual industrial value-added
growth, and their effects on per capita carbon dioxide emissions

15

in Saudi Arabia, UAE, Qatar, and Iran, using panel data models
for the period (2020-2001). The findings indicate that exports
have asignificant negative impacton CO2 emissions,suggesting
that increased exports help reduce emissions. This can be
attributed to the nature of exports within the countries. In
contrast, FDI shows a mixed impact on CO2 emissions. This
reflects the complex nature of investment and its varying
environmental standards. Furthermore, the growth in industrial
value-added is found to increase CO2 emissions, underscoring
the environmental cost of industrial expansion. However,
renewable energy consumption does not show a significant
impact on reducing emissions, indicating that the current level
of investment in renewable energy is insufficient to make a
substantial difference in environmental quality. In summary, this
study providesan in-depth understanding of the interplay between
economic growth and environmental sustainability, emphasizing
the crucial role of investment in shaping this dynamic.

Structural Impacts of the Resource Curse:
Economic Challenges and Reform in Saudi
Arabia (in English)

Nagwa A. Abdelkawy

Abstract: This study examines the dynamic relationship
between macroeconomic variables and economic growth in
Saudi Arabia from 1990 to 2022, focusing on oil revenues and
key indicators such as stock market progression, the Human
Development Index (HDI), the Consumer Price Index (CPI),
and unemployment. Employing Johansen cointegration and
Vector Error Correction Models (VECM), the analysis captures
both short- and long-term interactions. The findings reveal
that stock market progression has a marginal effect on long-
term economic growth. At the same time, oil revenues exhibit
a negative long-term correlation with GDP, reinforcing the
presence of a resource curse in oil-dependent economies.
Surprisingly, Human development shows a negative
correlation with GDP, reflecting job market inefficiencies that
hinder the translation of advancements in health and
education into economic productivity. The job market
imbalances and the dominance of the oil sector limit the
utilization of human capital. Control variables like CPI and
unemployment significantly influence economic growth,
with unemployment demonstrating a robust negative
relationship with GDP. These findings emphasize the need
for financial market reforms and diversification efforts aligned
with Vision 2030 to mitigate oil dependency and promote
sustainable growth. This study contributes to the literature by
highlighting the paradoxical relationship between human
development and economic growth in an oil-dependent
economy and addressing the structural challenges associated
with the resource curse.


https://japksu.com/index.php/esj/issue/view/122
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A Spatial Analysis of Point-of-Sale Activity in
Saudi Arabia (in English)

Mohamad A. Alnafissa

Abstract: Point-of-sale (POS) data provides valuable
insights into consumer spending habits and economic
activity across various sectors. This study examines trends
and regional variations in POS transactions and sales values
in Saudi Arabia from 2016 to 2023. The research analyzes
data from the Saudi Central Bank and the General Authority
for Statistics. Utilizing descriptive statistical analysis and
comparative analysis using Multivariate Analysis of Variance
(MANOVA) to analyze sales values and transaction volumes
across Saudi Arabian regions, the F-statistics for the
Corrected Model confirmed that the estimated General
Linear Model (GLM) is statistically valid and appropriate.
Statistical significance among regions indicates differences
in transaction volumes and sales values, which stem from
regional disparities. Specifically, Partial Eta Squared (n?) and
coefficient of determination (R?) values reveal that regional
differences account for %86.9 of the variance in sales values
and %54.6 of the variance in transaction volumes. To
compare sales values and transaction volumes between
regions and categorize them into groups, we employed
Scheffé’s post-hoc test. The study findings reveal substantial
annual growth rates in both transaction numbers and sales
values across these sectors nationwide. Additionally, the
study highlights regional disparities in POS performance,
shedding light on localized economic dynamics.

Analyzing the Impact of Interest Rate
Changes on Saudi REIT Returns during
Various Monetary Policy Cycles: A Panel
Data Analysis. (in English)

Nassar S. Al-Nassar

Abstract: The recent proliferation of Saudi real estate
Abstract: The recent proliferation of Saudi real estate
investment trusts (REITs), catalyzed by serious economic
reforms as part of Saudi Vision 2030, has garnered global
interest in accessing the Saudi real estate market, which has
emerged as a leading investment hub in the Middle East. This
study focuses on gauging the sensitivity of REITS' returns to
interest rate movements using the two-index model of equity
and debt market returns. The dataset is based on monthly
data of individual REITs, equity market index, and short- and

SAUDI ECONOMIC ASSOCIATION
(KING SAUD UNIVERSITY)

P.O. BOX 71115 RIYADH 11587
PHONE (+966)114674141

FAX (+966)114674142

TheSaudiEA

long-term interest rates, spanning the period 2016M12 to
2024M10, which coincides with three monetary policy cycles.
In our econometric analysis, we initially estimate the two-
index model for each REIT and test whether all REITs exhibit
an equivalent exposure to market and interest rate risks. The
test results fail to reject the cross-sectional homogeneity
among Saudi REITs, leading us to continue the analysis using
pooled ordinary least squares (OLS). The results show, on the
one hand, that short- and long-term interest rates exert a
statistically significant negative impact on REITs’ returns over
the entire sample period. On the other hand, the results
based on subsamples corresponding to the prevailing
monetary policy regime unveil the time-dependent nature of
the REIT-interest rate nexus. Interest rates seem to exert a
stronger influence on REITS' returns during the falling interest
rate cycle induced by the COVID19- pandemic. This influence,
however, is substantially weakened during the ongoing
monetary tightening, rendering the long-term interest rate
impact statistically insignificant.
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