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Executive Summary 

 

Saudi Arabia closes the second quarter of 2026 with unemployment at 3.0 percent of the labour force, from 3.1 percent in the first quarter 

and 3.2 percent a year earlier; with unemployment among Saudi nationals at 6.5 percent against 6.8 percent a year earlier; with a fourteenth 

consecutive quarter of net foreign direct investment inflows, at 19.1 billion riyals; and with a non-oil economy that grew 0.9 percent through 

a quarter in which oil activities contracted 24.8 percent. Those are the findings of the six releases published by the General Authority for 

Statistics between 8 and 30 September, and they are the reason this report is organised around one idea: the shock of the near halt in shipping 

through the Strait of Hormuz, in the Fund's phrase, has been absorbed mainly by the oil sector and the budget, and the rest of the economy 

has kept working through it. 

 
The headline is a real gross domestic product 4.7 percent smaller than in the second quarter of 2025. The contribution arithmetic shows 

where that came from. Oil activities subtracted 5.40 percentage points from annual growth, non-oil activities added 0.55, government 

activities added 0.07 and net taxes on products added 0.07, which sums exactly to the published 4.71 percent contraction. Between the first 

quarter, when the economy grew 3.0 percent, and the second, the annual growth rate swung by 7.7 percentage points, on our calculation, and 

four fifths of the swing was the oil contribution moving from plus 0.8 to minus 5.4. Non-oil activities have now grown, year on year, in every 

one of the ten quarters shown in Figure 1, although on a seasonally adjusted basis they were 0.4 percent lower than in the first quarter; at 

constant prices they are 59.3 percent of real output, or 72.2 percent with government activities included, on our calculation from the published 

volumes. 

 
Figure 1. Ten quarters of two-speed growth. Non-oil activities have grown in every quarter of the series; the second quarter of 2026 is the first headline contraction in those ten quarters. Source: General 

Authority for Statistics; The Edge calculations. Quarterly national accounts at constant 2023 prices, growth against the same quarter of the previous year. 



 

TWO SPEEDS IN ONE ECONOMY  

 

3 
 

 
 

The fiscal account carried the adjustment, and the cost was far smaller in the second quarter than in the first. The second quarter deficit of 

34.3 billion riyals was a little more than a quarter of the first quarter's 125.7 billion, on our calculation, and equal to 10.1 percent of the 

quarter's revenue of 338.8 billion. Non-oil revenue of 153.7 billion riyals was 45.4 percent of the total and covered 41.2 percent of spending. 

Both deficits were financed by borrowing; the government reserve, at 399.1 billion riyals, was untouched, and public debt closed the half year 

at 1,685.0 billion riyals, 62.9 percent of it domestic. 

 
 
Prices have stayed where a pegged currency and capped fuel prices would put them. Consumer inflation was 1.8 percent in August, the fourth 

consecutive month at that rate, and the annual rate has printed between 1.6 and 2.3 percent in each of the twenty months since January 2025. 

Housing inflation, at 7.5 percent at the start of that period, is now 3.9 percent, and housing still supplies 0.8 percentage points of the total, 

on our calculation. Industrial production in July rose 10.4 percent on the month, with the oil index up 16.3 percent and 31.2 percent above 

its April trough, on our calculation, and the non-oil index at 130.1 against 130.4 a year earlier. 

 
 
The forecasters agree on the shape and differ on the timing, and on 30 September the government added its own numbers. The Ministry of 

Finance's pre-budget statement for the 2027 fiscal year estimates 2026 growth at minus 3.6 percent, with oil activities down about 21.8 percent 

and non-oil activities up about 3.2 percent, and projects 12.8 percent growth in 2027; it revises the 2026 deficit to 245 billion riyals, or 4.9 

percent of GDP, from the 165 billion of the December budget, on revenue raised to 1,190 billion and expenditure to 1,435 billion. S&P 

Global Ratings affirmed the sovereign at A plus with a stable outlook on 11 September, put 2026 growth at minus 0.9 percent and 2027 at 

8.2 percent, and raised its estimate of usable reserves for 2026 by 57.1 billion dollars. The International Monetary Fund, concluding its Article 

IV consultation in July, put 2026 at 1.7 percent and 2027 at 5.5 percent, and wrote that the economy has thus far proven resilient in the face 

of the war. The three sets of projections span 5.3 percentage points on 2026 and 7.3 points on 2027; all three place the recovery in 2027, and 

the size of the rebound in each case points to oil volumes, although the Fund also has non-oil growth rising to 4.5 percent in 2027 and the 

ministry has non-oil growth of 3.2 percent this year. 
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The Anatomy Of The Quarter: A Non-Oil Economy That Kept Growing 

 

The detailed national accounts published on 8 September improved on the flash estimate of late July in the part of the economy under most 

scrutiny. Non-oil activities were revised up to 0.9 percent growth from 0.6 percent, their contribution to 0.55 percentage points from 0.4, the 

headline contraction narrowed to 4.7 percent from 4.8 percent, and oil activities were marked at minus 24.8 percent against minus 24.7 

percent; the seasonally adjusted quarterly change was revised to minus 4.8 percent from minus 4.9. On a seasonally adjusted basis the economy 

was 4.8 percent smaller than in the first quarter, with oil activities down 21.6 percent on the quarter and non-oil activities down 0.4 percent; 

the OECD's G20 release of 14 September carried the same 4.8 percent quarterly figure, after a 1.4 percent decline in the first quarter, against 

growth of 0.7 percent for the G20 as a whole. 

 

 
Figure 2. Contributions to annual growth, first and second quarters of 2026. The oil contribution moved from plus 0.79 to minus 5.40 percentage points; the other three components stayed positive 

in both quarters. Source: General Authority for Statistics; The Edge calculations. Detailed national accounts for the second quarter of 2026, published 8 September 2026. Bars show each component's 

contribution to real GDP growth against the same quarter of 2025; the final bar is the published headline. 
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The composition inside the non-oil economy is what a shipping shock should look like. Community, social and personal services grew 4.1 

percent year on year, faster than the 3.4 percent of the first quarter; finance, insurance, real estate and business services grew 3.3 percent, 

with real estate itself at 1.6 percent; agriculture, forestry and fishing grew 2.6 percent, up from 1.6 percent; transport, storage and 

communication 0.9 percent and construction 0.7 percent. The activities that contracted are the ones that depend on crude throughput or on 

imported goods: mining and quarrying fell 27.7 percent, manufacturing 3.0 percent, entirely because petroleum refining fell 12.7 percent 

while manufacturing excluding refining grew 0.9 percent, and wholesale and retail trade, restaurants and hotels fell 2.0 percent after growing 

4.2 percent in the first quarter. In real terms the second quarter's output was 1,141.5 billion riyals at 2023 prices, of which oil activities were 

238.8 billion, non-oil activities 677.0 billion and government activities 147.2 billion. 

 

 
Kind of economic activity Q2 2026, year on year, % 

Community, social and personal services 4.1 

Finance, insurance, real estate and business services 3.3 

of which real estate 1.6 

Agriculture, forestry and fishing 2.6 

Transport, storage and communication 0.9 

Manufacturing excluding petroleum refining 0.9 

Construction 0.7 

Electricity, gas and water -0.6 

Wholesale and retail trade, restaurants and hotels -2.0 

Manufacturing including refining -3.0 

Mining and quarrying -27.7 

Real GDP -4.7 
Table 1. Growth by kind of economic activity, second quarter of 2026 against the second quarter of 2025, constant 2023 prices. Source: General Authority for Statistics; The Edge calculations. 
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Jobs: Unemployment At 3.0 Percent 

 

The labour force survey for the second quarter, published on 30 September, is the test of whether 0.9 percent non-oil growth was activity or 

accounting, and on the headline rates it passed. Unemployment among the population aged 15 and over was 3.0 percent, from 3.1 percent 

in the first quarter and 3.2 percent in the second quarter of 2025. Among Saudi nationals the rate was 6.5 percent, a tenth of a point above 

the first quarter's 6.4 percent, against 6.8 percent a year earlier and 8.7 percent in the first quarter of 2023, the start of the series shown in 

Figure 3, a decline of 2.2 percentage points in three years and a quarter, on our calculation. Saudi men were at 4.8 percent and Saudi women 

at 9.6 percent; non-Saudis were at 1.3 percent. 

 
Figure 3. Unemployment since 2023. The Saudi rate has improved from 8.7 percent to 6.5 percent and the overall rate from 4.3 percent to 3.0 percent. Source: General Authority for Statistics; The 

Edge calculations. Labour force survey, second quarter of 2026, published 30 September 2026. Rates are for the population aged 15 and over. 
 

The detail is mixed within a steady whole. The overall labour force participation rate was 67.2 percent, unchanged on the quarter, while the 

Saudi rate eased to 48.7 percent from 49.0 percent in the first quarter and 49.2 percent a year earlier; the employment-to-population ratio 

was 65.2 percent overall and 45.5 percent for Saudis. Unemployment among Saudi women was 9.6 percent, up from 9.0 percent in the first 

quarter but down from 11.3 percent a year earlier, and among Saudi men 4.8 percent from 4.9 percent.  
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A quarter in which the largest sector of the economy contracted by a quarter, and which nonetheless left overall unemployment lower, the 

Saudi rate within a tenth of a point of the first quarter and participation within three tenths, is a quarter in which the shock did not materially 

weaken the headline labour market indicators. On our reading that is the single most important fact in the September releases, because it is 

the one the projections in the forecasters section cannot see: the Fund's July assessment rested on activity being underpinned by stable 

employment, and the survey has now recorded it for the quarter in question. 

 
Indicator Q2 2026 Q1 2026 Q2 2025 

Unemployment, total, % 3.0 3.1 3.2 

Unemployment, Saudi nationals, % 6.5 6.4 6.8 

Unemployment, Saudi men, % 4.8 4.9 4.3 

Unemployment, Saudi women, % 9.6 9.0 11.3 

Participation rate, total, % 67.2 67.2 67.1 

Participation rate, Saudi nationals, % 48.7 49.0 49.2 

Employment to population, total, % 65.2 n/a n/a 
Table 2. Labour force survey headline indicators, population aged 15 and over; comparison quarters as published in the second quarter release tables. Source: General Authority for Statistics. 

 

Investment And Services: A Fourteenth Quarter Of Net Inflows 

 

Foreign direct investment inflows were 22.3 billion riyals in the second quarter and outflows 3.2 billion, for net inflows of 19.1 billion riyals, 

about 5.1 billion dollars at the peg, on our calculation. The first quarter was revised to net inflows of 22.7 billion, so the first half of 2026 

brought 41.8 billion riyals of net foreign direct investment, on our calculation, against 47.4 billion in the first half of 2025. Net inflows have 

been positive and at least 16 billion riyals in every one of the fourteen quarters since the start of 2023, a period that includes the OPEC plus 

production cuts, the tariff shock of 2025 and the war; they total 329.3 billion riyals over those fourteen quarters, on our calculation. Set 

against the same quarter of 2025, when net inflows were 23.7 billion riyals, the second quarter figure is 19.4 percent lower, and it is 15.9 

percent below the revised first quarter; the first half is 11.8 percent lower than the first half of 2025, all on our calculation. The second quarter 

figure is provisional. 
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Figure 4. Foreign direct investment by quarter since 2023. Net inflows of 19.1 billion riyals in the second quarter of 2026; the fourth quarter of 2025 remains the record at 48.0 billion. Source: 

General Authority for Statistics; The Edge calculations. Foreign direct investment statistics, second quarter of 2026, published 30 September 2026. First quarter 2026 figures are revised and second 

quarter figures provisional. Net inflows are inflows less outflows. 
 

 

Trade in services, published on 29 September, completes the external picture for the quarter. Exports of services were 59.5 billion riyals, of 

which travel was 33.8 billion, or 56.8 percent, and transport 10.5 billion; imports were 120.8 billion. The services deficit of 61.3 billion riyals 

was 3.6 billion narrower than the 64.9 billion of the second quarter of 2025, on our calculation, because imports fell further than exports: 

imports were 5.0 percent lower than a year earlier and exports 4.3 percent lower. Travel receipts of 33.8 billion riyals compare with 37.2 

billion a year earlier, 44.3 billion in the first quarter and 33.8 billion in the third quarter of 2025. 
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Billion riyals Q2 2026 Q1 2026 Q2 2025 

Exports of services 59.5 71.3 62.2 

of which travel 33.8 44.3 37.2 

Imports of services 120.8 111.4 127.1 

Balance -61.3 -40.1 -64.9 

FDI inflows 22.3 27.1 26.8 

FDI outflows 3.2 4.4 3.1 

Net FDI inflows 19.1 22.7 23.7 
Table 3. Trade in services and foreign direct investment, billion riyals. First quarter 2026 FDI figures are revised; second quarter figures are provisional. Source: General Authority for Statistics; 

The Edge calculations. 

The Industrial Side: A 10.4 Percent Monthly Gain In July 

 

The industrial production index for July, published in the second week of September, is the first monthly reading of the third quarter and it 

turned. The general index stood at 101.5 against a 2021 base, 10.4 percent higher than in June, and the oil activities index, three quarters of 

the weight, rose 16.3 percent on the month to 92.0. From its April trough of 70.1 the oil index has recovered 31.2 percent in three months, 

on our calculation. Against July 2025 the general index was still 8.1 percent lower and the oil index 11.4 percent lower, which is the same 

shape as the national accounts: the annual comparison carries the disruption, the monthly comparison carries the recovery. 

 
Figure 5. Industrial production, July 2025 to July 2026. The non-oil index has moved within a band of 124.5 to 134.2 across the thirteen months; the oil index turned at 70.1 in April and stood 

at 92.0 in July. Source: General Authority for Statistics; The Edge calculations. Industrial production index, base 2021, July 2026. The general index rose 10.4 percent on the month in July and 

the oil index 16.3 percent; the non-oil index stood at 130.1 against 130.4 in July 2025. 
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The non-oil index stood at 130.1 in July against 130.4 a year earlier and 130.4 in June, a range of a few tenths of a point through a year that 

included the disruption to shipping. Within manufacturing the split is exact: manufacturing as a whole, which includes refining, was 5.8 

percent lower than a year earlier and 1.3 percent higher than in June; coke and refined petroleum products, the activity tied most directly to 

crude throughput, was 13.6 percent lower on the year and 6.5 percent higher on the month; chemicals were 4.0 percent lower on the year; 

and non-oil manufacturing, the category that excludes refining, was 1.3 percent lower on the year. Electricity, gas and steam rose 4.5 percent 

on the year, water supply 7.8 percent and basic metals 2.7 percent. 

 

Prices: Twenty Months Inside A One-Point Band 

 

The consumer price index rose 1.8 percent in August against August 2025 and 0.1 percent against July, the fourth consecutive month at 1.8 

percent. In the twenty monthly readings since January 2025, on the Authority's current series with 2023 as the reference year, the annual rate 

has printed between 1.6 and 2.3 percent, and in the eight months of 2026 it has printed 1.8 percent six times and 1.7 percent twice. Housing, 

water, electricity, gas and other fuels, with a weight of 20.2 percent in the basket, rose 3.9 percent on the year and contributed about 0.8 

percentage points of the 1.8, on our calculation, or a little over two fifths of the rate; the housing rate was 7.5 percent in January 2025 and 

has come down by almost half since. Food and beverages rose 1.4 percent, transport 2.0 percent and recreation 2.8 percent, while clothing 

fell 0.5 percent and furnishings 0.6 percent. 

 
Figure 6. Consumer prices, January 2025 to August 2026. The annual rate has held between 1.6 and 2.3 percent; housing inflation has eased to 3.9 percent from 7.5 percent in January 2025. 

Source: General Authority for Statistics; The Edge calculations. Consumer price index, base 2023, annual rate of change by month on the Authority's current series; August 2026 index published 

15 September 2026. Housing carries a weight of 20.18 percent in the basket. 
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The significance is what it removes from the policy problem. A currency pegged to the dollar imports the Federal Reserve's stance regardless, 

and an economy absorbing a supply shock at 1.8 percent inflation is not facing the second-round price pressure that usually accompanies 

one. The Fund projected 2.2 percent for 2026 in July, citing higher shipping and insurance costs partly offset by subdued rent inflation and 

price caps on some fuel and food items; the eight months published so far average 1.8 percent, on our calculation. So far in this episode the 

adjustment has appeared in volumes and in the budget rather than as broad consumer price inflation. 

 

The Fiscal Account: A Deficit One Quarter The Size Of The First 

 

The second quarter deficit was little more than a quarter of the first quarter's, and non-oil revenue was 45.4 percent of the total. The Ministry 

of Finance's quarterly budget performance report for the second quarter of the 2026 fiscal year records revenue of 338,784 million riyals, 

expenditure of 373,073 million and a deficit of 34,289 million. The deficit is 10.1 percent of the quarter's revenue, and spending ran at 110.1 

percent of revenue, both on our calculation. Set against the first quarter's deficit of 125,713 million, the second quarter's was 27.3 percent as 

large, on our calculation, and the half year deficit stands at 160,002 million riyals. That half year figure is 97.0 percent of the 165 billion riyals, 

as published, that the Ministry of Finance estimated for the whole of 2026 in the budget statement of December 2025, on our calculation, 

and the ministry has now revised the estimate. Its pre-budget statement for 2027, published on 30 September, puts the 2026 deficit at 245 

billion riyals, or 4.9 percent of GDP, with revenue estimated at 1,190 billion riyals against the budgeted 1,147 billion and expenditure at 1,435 

billion against 1,313 billion. Against the revised figure the first half has used 65.3 percent of the year's deficit, which leaves about 85 billion 

riyals for the second half, or roughly 42.5 billion a quarter, on our calculation. At the second quarter's pace the full year deficit would be 

about 229 billion riyals, inside the revised estimate; at the first quarter's pace it would be about 411 billion, both on our calculation. The 

statement also gives the medium term path: deficits of 191 billion riyals in 2027, 177 billion in 2028 and 192 billion in 2029, or 3.6, 3.1 and 

3.3 percent of GDP, with revenue rising to 1,351 billion riyals by 2029 and expenditure to 1,544 billion, all funded by borrowing under the 

medium term debt strategy. 

 

The composition is the part that matters for a diversification programme. Oil revenue of 185,127 million riyals was 54.6 percent of the total 

and non-oil revenue of 153,657 million was 45.4 percent, on our calculation; non-oil revenue on its own covered 41.2 percent of the quarter's 

spending. The financing table shows no drawing on the government reserve in either quarter, and the reserve closed the half year at 399,070 

million riyals, with what the ministry labels the current account balance at 39,904 million. Public debt opened the year at 1,519,007 million 

riyals and closed the half year at 1,684,993 million, an increase of 165,986 million or 10.9 percent, on our calculation, after issuance of 188,787 

million and principal repayments of 22,801 million; domestic debt was 1,060,090 million and external debt 624,903 million. 
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Figure 7. The second quarter budget account and the two quarterly deficits of the first half of FY2026. Both deficits were financed by borrowing and the government reserve was untouched. Source: 

Ministry of Finance, Quarterly Budget Performance Report, Q2 of FY2026; The Edge calculations. Figures published in millions of riyals and shown in billions. No drawing was made on the 

government reserve, which closed the half year at 399.1 billion riyals. 

 
Million riyals Q1 2026 Q2 2026 First half 

Revenue n/a 338,784 n/a 

of which oil n/a 185,127 n/a 

of which non-oil n/a 153,657 n/a 

Expenditure n/a 373,073 n/a 

Deficit 125,713 34,289 160,002 

Financed by borrowing 125,713 34,289 160,002 

Drawn from government reserve 0 0 0 

Public debt, closing balance n/a n/a 1,684,993 

Government reserve, closing balance n/a n/a 399,070 
Table 4. Budget performance, first half of FY2026, million riyals as published. First quarter revenue and expenditure are outside the scope of this report and are shown as n/a. Source: Ministry of 

Finance; The Edge calculations. 
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The rating agency's September release put the kingdom's usable reserves for 2026 at 375.6 billion dollars, 57.1 billion higher than it had 

assumed in March, and gross government debt at 37.2 percent of GDP in 2029 against 38.7 percent previously; it noted that foreign exchange 

reserves had reached their highest level since early 2020 and that the non-oil sector, including government activities, now accounts for about 

70 percent of GDP, up from 65 percent in 2018. The Fund's July table put the 2026 fiscal deficit at 3.7 percent of GDP, from 5.8 percent in 

2025, with public debt at 32.1 percent of GDP, on its own definitions. 

 
 

The Forecasters: 2027 As The Recovery Year In All Three Sets Of Projections 

 

S&P affirmed Saudi Arabia at A plus for the long term and A-1 for the short term, with a stable outlook, on 11 September. In the same 

release it replaced the 4.4 percent growth it had projected for 2026 in March with a contraction of 0.9 percent, a swing of 5.3 percentage 

points, and raised 2027 from 3.5 percent to 8.2 percent, a swing of 4.7 points the other way, with growth averaging 3.3 percent in 2028 and 

2029. Nominal GDP for 2026 came down by 70.1 billion dollars to 1,300.6 billion, and the fiscal deficit was put at 5.8 percent of GDP. The 

stable outlook, in the National Debt Management Center's summary of the agency's release, reflects the view that the kingdom can withstand 

the pressures of the conflict, given diversified energy export infrastructure including the East West pipeline and substantial storage and 

refining capacity at home and abroad, continued non-oil growth momentum and non-oil revenue, and the government's ability to calibrate 

Vision 2030 investment spending. 

 
Figure 8. Published growth projections for 2026 and 2027. All three institutions place the recovery in 2027; the ministry projects the strongest 2027 rebound, 12.8 percent, from a 2026 estimate of 

minus 3.6 percent. Sources: S&P Global Ratings, sovereign rating actions of March and 11 September 2026; International Monetary Fund, 2026 Article IV consultation, press release of 29 July 

2026; Ministry of Finance, Pre-Budget Statement for FY2027, 30 September 2026. Projections are the institutions' own. 
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The Fund's executive board concluded the Article IV consultation on 22 July and published its assessment on 29 July. It projects 2026 growth 

of 1.7 percent with non-oil growth of 2.6 percent, and 5.5 percent in 2027 with non-oil growth of 4.5 percent; inflation of 2.2 percent in 2026 

and 2.1 percent in 2027; a current account deficit of 0.3 percent of GDP in 2026; and reserves of 13.9 months of imports. Its language was 

that the economy has thus far proven resilient in the face of the war in the Middle East, that rerouting through the East West pipeline to Red 

Sea ports has limited the drop in oil deliveries, that higher oil prices have more than offset the volume losses, and that high-frequency 

indicators pointed to early stabilisation in non-oil activity between April and June, with which the year on year national accounts are consistent, 

although seasonally adjusted non-oil output was 0.4 percent lower than in the first quarter. 

 
The government's own estimate arrived on 30 September in the pre-budget statement for 2027. The Ministry of Finance puts 2026 real 

growth at minus 3.6 percent, with oil activities down about 21.8 percent and non-oil activities up about 3.2 percent, after non-oil growth of 

1.8 percent in the first half that lifted the non-oil share of GDP to 57.3 percent on the ministry's measure, our second quarter figure at 

constant prices, 59.3 percent, being on a different basis; it puts 2026 inflation at about 2.1 percent, nominal GDP at 4,978 billion riyals, and 

growth of 12.8 percent in 2027, 3.9 percent in 2028 and 5.7 percent in 2029, with nominal GDP reaching 5,869 billion riyals by 2029.  

 

Its 2026 figure, which the statement describes as a preliminary estimate, is the furthest below zero of the three and its 2027 figure the highest. 

On the same equal-weight arithmetic, the oil figure of about minus 21.8 percent implies second half oil activities about a third below the 

second half of 2025, further below than in the second quarter, while the non-oil figure of 3.2 percent implies second half non-oil growth of 

about 4.6 percent after 1.8 percent in the first half; the July oil index, 11.4 percent below July 2025, sits well inside the first of those. Set 

against the two official quarters, 3.0 percent growth in the first and a 4.7 percent contraction in the second, the three projections imply 

different second halves: the ministry's minus 3.6 percent for the year requires the second half to run about 6 percent under the second half 

of 2025, the agency's minus 0.9 percent requires about 1 percent under, and the Fund's 1.7 percent requires a second half growing at about 

4 percent, on our arithmetic weighting the four quarters equally.  

 

The July industrial production reading, up 10.4 percent on the month, is consistent with the Fund's path, although one monthly print 

dominated by oil cannot settle the question; oil production and prices, the capacity of the alternative export routes, government spending 

and non-oil demand will all bear on the outcome, and the transit count through the strait most of all. The distance between them, 5.3 

percentage points on 2026 with three quarters of the calendar elapsed and third quarter output not yet published, is a measure of how much 

of this shock is an oil volume question and how little of it is a question about the rest of the economy: on non-oil growth the ministry's 3.2 

percent and the Fund's 2.6 percent are six tenths of a point apart. 
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Why it matters: the second quarter is the first full quarter since shipping through the strait was disrupted in March, and the releases of 

September show what it did and did not reach. It reached oil volumes, refining, the trade sector and the headline growth rate. It left headline 

employment intact, with the overall rate improved and the Saudi rate within a tenth of a point of the first quarter, although Saudi participation 

and female unemployment moved the other way on the quarter; foreign direct investment, which delivered a fourteenth consecutive quarter 

of net inflows at a lower level than a year earlier; prices, which stayed inside the band they have held for twenty months; the non-oil economy, 

which grew; or the government reserve, which was not drawn. The fiscal cost was real and it was front loaded: the first half deficit used 97 

percent of the December budget estimate and 65 percent of the 245 billion riyals the ministry now expects for the year, the second quarter 

deficit was little more than a quarter of the first quarter's, and non-oil revenue funded two fifths of spending. On our reading the Saudi 

economy of 2026 is best described as two economies with one balance sheet: an oil sector whose output is set by the strait, and a non-oil 

sector, 59 percent of real output and 72 percent with government, whose growth, employment and investment have continued through the 

disruption. For Gulf investors and for Kuwait, whose own exports pass through the same water, the Saudi data provide evidence that, so far 

in this episode, much of the shock has appeared in oil output and the fiscal accounts rather than in headline employment or consumer price 

indicators. 

 
Outlook: the next official prints are the third quarter flash estimate, expected from the statistics authority around the end of October, and 

the ministry's third quarter budget report. The Edge base case is that non-oil growth stays positive for 2026 while the headline follows oil 

volumes until normal transit resumes; that the July industrial reading marks the start of the recovery in the oil index, whose annual comparison 

turns easier from March 2027; that inflation for the year stays inside the 2.2 percent the Fund projected; that the third and fourth quarter 

deficits stay near the second quarter's 34.3 billion riyals rather than the first quarter's 125.7 billion, given oil prices and the July recovery in 

production, which would keep the year within the ministry's revised 245 billion, the margin being 85 billion for the half, or about 42.5 billion 

a quarter, on our calculation; that the ministry's minus 3.6 percent for 2026 marks the outer edge of the range rather than the outcome, since 

it assumes second half output about 6 percent below the second half of 2025 whereas the first half was within 1 percent of its own comparison, 

on our arithmetic; and that unemployment among Saudis holds between 6 and 7 percent. The variables are the date on which the strait returns 

to normal commercial traffic, the price the kingdom's crude fetches once it does, and the pace at which the East West pipeline and the Red 

Sea ports can carry export volumes in the meantime. On the official data, Saudi Arabia enters the fourth quarter of 2026 with a labour market 

at 3.0 percent unemployment, a reserve of 399 billion riyals untouched, an A plus rating with a stable outlook, and a non-oil economy that 

has grown, year on year, in every quarter of the series shown. 
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Five Markers To Watch 
 

First, oil volumes. The oil index within July industrial production rose 16.3 percent on the month after oil activities contracted 24.8 percent 

in the quarter, and oil was still 54.6 percent of budget revenue. Nothing else in the accounts moves the headline until that does. 
 

Second, the non-oil growth rate. It was 0.9 percent in the second quarter after a revision up from 0.6. Two consecutive quarters above 2 

percent would say the diversification engine runs independently of the strait. 
 

Third, the deficit path. The second quarter deficit was 10.1 percent of the quarter's revenue and was financed through issuance without 

touching the reserve. The third quarter report will show whether the second quarter's 34.3 billion riyals is the new run rate; with 65 percent 

of the ministry's revised 245 billion riyal estimate used in the first half, a second half at the second quarter's pace would close the year inside 

it. 
 

Fourth, employment. The survey has now recorded 3.0 percent overall and 6.5 percent for Saudis through the quarter of the disruption; the 

third quarter survey will show whether the recovery in oil production in July carried employment with it. 
 

Fifth, the forecast spread. If the next set of published projections converge toward each other, the market has decided the shape of the 

recovery. While the ministry, the agency and the Fund stay 5.3 points apart on this year, it has not. 

 

Methodology And Verification Note 

National accounts figures are the General Authority for Statistics detailed estimates for the second quarter of 2026, published 8 September 2026, at constant 2023 prices, with the 

late July flash estimates shown where the two differ; contributions to growth, seasonally adjusted quarterly changes, real volumes and growth by kind of activity were read in the 

Authority's release tables on 30 September 2026. Labour market figures are from the labour force survey for the second quarter of 2026, published 30 September; foreign direct 

investment from the release of the same date; trade in services from the release of 29 September; consumer prices from the August 2026 index published 15 September; and industrial 

production from the July 2026 index, whose release files are dated 9 September on the Authority's site, all read in the release tables. Consumer price comparisons over time use the 

Authority's current linked series with 2023 as the reference year, as published in the August 2026 release tables. Fiscal figures are from the Ministry of Finance quarterly budget 

performance report for the second quarter of FY2026, in millions of riyals as published, read on the ministry's website on 23 and 30 September, and from the budget statement for 

FY2026 of 2 December 2025 and the pre-budget statement for FY2027 of 30 September 2026, whose macroeconomic and fiscal tables were read on the ministry's website on 30 

September. Rating agency figures are from the S&P Global Ratings release of 11 September 2026, read on the agency's website on 23 September, and from the National Debt 

Management Center's statement on that release; they are the agency's own projections, not ours. IMF figures are from the press release of 29 July 2026 on the 2026 Article IV 

consultation. The OECD figures are from its G20 quarterly GDP release of 14 September 2026. Every ratio, share and swing marked on our calculation is computed from those 

published values; no figure from one institution is combined with a figure from another inside a single ratio. Dollar conversions use the peg of 3.75 riyals. Fiscal quarters are Saudi 

budget quarters and are not aligned with the Hijri year references in the ministry's own title. 
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