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The case for
Investing in
Saudi Arabia

Saudi Arabia is rapidly evolving into a dynamic and diversified
economy, benefiting from strong reform momentum,
favorable demographics, rising foreign direct investment,

and a government committed to diversifying the economy.
Today, Saudi Arabia presents a differentiated and compelling
investment opportunity for global investors seeking higher
income and diversification.
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Resolution (5/23) is
passed allowing private
sector participation

in Water and Power
Projects on a build-own
operate basis

Sudi Electric Company
inaugurates the IPP
program, which
facilitates three private
IPPs (+$7.0bn capex)
supported by state-
owned off-takers,
eliminating market risk

The National Centre for
Privatisation and PPP
(NCP) is established to
advise on Privatisation,
establish regulations,
and lead KSAs
Privatisation Program

Source: Saudi Gazette; Saudi Vision 2030; Shareek; National Center For Privatization

The Council of Ministers
pass Resolution (436)
with which a clear and
standardised regime
for the tendering and
implementation of PPPs
in KSA is established.

Considered a
milestone-event to
enable Vision 2030.
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The advantage of having 20-30 Vision
It is rare for a country to have and sustainable model for economic
articulated a master plan for growth. Supported by a combination
aggressive economic growth, but of structural reforms and sovereign
Saudi Arabia’s “Vision 2030” lays support, this capital-intensive plan
out an ambitious roadmap to shift aims to double the contribution
the country’s historical reliance on to GDP from small and mid-sized
hydrocarbons to a more diversified companies by 2030.
FIGURE 1: FROM VISION TO INVESTMENT, THE PATH TO 2030
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On 1 March 2023,

the Gov't’s efforts to
facilitate large-scale
private sector projects
culminated with the
announcement of the
1st Wave of Projects
under the Private

Sector Partnership
Reinforcement (Shareek)
Program.

The value of investments

under the 1st wave are
+$50bn

To accomplish this, Vision 2030 aims
to position Saudi Arabia as a leader
in sectors as diverse as mining,
logistics, renewable energy, and
tourism. Even the previously almost
non-existent entertainment sector
is now targeted to be a cornerstone
of the country’s economic
diversification plan. In each of these
sectors, numerous steps have
already been taken to establish and
support the necessary legislative

frameworks to stimulate investment,
particularly through public-private
partnerships.

There is little doubt that this strategy
is already bearing fruit. The Plan was
launched in 2016 and has already
achieved 87% of its 1,064 targets,
including boosting tourism by over
100m visitors (doubling tourism’s
contribution to GDP in just the last
three years), and increasing the
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employment rate of women to
over 35% in 2023 from 18% in 2016".
Today, these targets, combined
with a steady expansion in the
mining, technology, construction,
manufacturing, and entertainment
industries, have resulted in the
non-oil sectors of the economy
currently accounting for 70% of Gross
Domestic Product (GDP), up from
63% in 20182
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Economic growth is expected to
be double US & Eurozone

In response to growing concerns
about the outlook for global trade, the
IMF recently updated its 2025 GDP
forecasts. It lowered the growth rate
for the world’s advanced economies
to 1.4% from 1.9%, and revised Saudi
Arabia’s growth rate down to 3.0%
from 3.6%. That is, even with the IMF’s
assumption that oil prices would drop
around 15% in 2025, Saudi Arabia is
expected to see more than twice

the growth of the world’s advanced
economies this year. Looking ahead
to 2026, the IMF expects advanced
economies to experience a slight

rise in growth to 1.5%, while Saudi
Arabia is expected to outperform
significantly, generating 3.5% growth?.

Strong demographics are a significant
tailwind to long-term growth, with
Saudi Arabia expected to have the
highest population growth among
the G20 over the next five years.
Furthermore, the median age in the
Saudi Arabian population of 356m is
just under 30, well below Europe’s

(at 43) and North America’s (at 39)
median age*. Given this younger
demographic, the aggressive levels
of foreign and domestic investment
that are currently targeted can be
expected to provide both a greater
boost to consumption and result in a
gradual but more significant increase
in productivity.

Capital inflows have surged,
but more is sought

While the domestic banking sector
has traditionally funded local
companies, providing nearly 95%

of all onshore bank financing , the
investment required to implement
Vision 2030 fully has sparked a surge

in foreign direct investment (FDI).
Between 2011 and 2021, FDI has more
than tripled (from $5bn to $19bn) but
is targeted to rise to nearly $400bn
per year by 2030, see Figure 2.

FIGURE 2: FDI INFLOW TARGETS AND ACTUAL FLOWS
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NOW AN A+ CREDIT RISK

S&P Global raised its long-term
foreign currency rating for Saudi
Arabia to A+’ from ‘A’ in March,
specifically crediting the country’s
socioeconomic and capital market
reforms for sustaining strong non-oil
growth momentum?®. Regarding the
oil sector, which has dominated the
Saudi Arabian economy, S&P noted
that the country’s status as the
largest oil exporter, combined with
its substantial hydrocarbon reserves
and low production costs, can serve
as significant buffers during the
global transition to alternative energy
sources.

Macro-economic indicators, more
broadly, are also supportive. S&P sees
little risk of inflation, expecting it to
tick up slightly to 1.9% into 2026 - a
remarkably stable and low rate when
compared to the region, where the
IMF expects the Middle East and
Central Asia to see 111% inflation in
2025. S&P also expects Saudi Arabia’s
debt-to-GDP to rise into 2028, but to
remain relatively low at near 36% —
the lowest debt-to-GDP ratio among
the G20. Similarly, the rating agency
expects the fiscal deficit to rise but
remain relatively contained, despite
spending on the Asian Winter Games
in 2029, the Expo in 2030, and the
FIFA World Cup in 2034. Overall,

S&P is even more positive than the
IMF on the economic outlook for
Saudi Arabia, expecting real GDP to
average 4.0% over the next three
years. Regarding the Saudi Riyal (SAR),
S&P expressed little doubt that the
country will maintain its long-standing
currency peg to the US dollar. In place
since 1986, the peg has helped anchor
inflation expectations and provide
some stability and predictability in
interest rates.
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FIGURE 3: FUNDING DEMAND (USD BN)
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Source: Vision 2030, Kingdom of Saudi Arabia. 1. Only includes Govt. & Quasi-Govt Bonds. 2. Includes total bank claims on the
private sector, deducting retail and SMEs, and adding state-owned entities (SOEs) credit. 3. One USD = 3.75 SAR

Saudi Arabia has taken numerous
steps to enhance the domestic
investment climate, including
establishing four new special
economic zones, but the investment
targets and anticipated levels of
economic growth are widely expected
to require substantial external (and
flexible) capital. With demand for
credit in Saudi Arabia already growing

Source: Saudi central Bank 2024

+13% p.a.

2021 2022

at around 13% per annum over the
last 5 years, Saudi Arabia could be

characterized as a lender’s market for

the foreseeable future.

Nevertheless, compared to the
size of its economy, Saudi Arabia is
largely underweighted in foreigners’

international portfolios. For example,
the Saudi Arabian stock market, the

Strong diversification benefits

Recently confirmed investments in
Saudi Arabia (top pie chart, Figure 4)
and investments under review
(bottom pie chart, Figure 4) illustrate
the current diversification away from
hydrocarbon investments, with the
energy sector not even appearing

on either list. Instead, 71% of the
recently approved transactions fell
under the purview of the Ministry of
Environment, Water, and Agriculture
(MEWA), while 6% were within the
entertainment and cultural sectors,
overseen by the Ministry of Human
Resources and Social Development
(HRSD). Looking ahead, the bulk of
transactions still under review fall
within the healthcare sector.

A rapidly growing and diversified
economy with strong fundamentals
and a relatively low weighting in
foreign portfolios could be sufficient
to consider increasing exposure to
Saudi Arabia. A variety of domestic
factors suggest future returns

are likely to provide attractive
diversification in a period of rising

geopolitical risk and uncertainty
about the outlook for global growth
and inflation. As the IMF’s GDP
forecasts show, Saudi Arabia’s
growth rate is likely to outperform
that of the developed world,
precisely because of its domestic
and foreign investment — a plan
we expect to be pursued, regardless
of geopolitical and macroeconomic
uncertainty.

Investors can further increase their
diversification from global stock
and bond markets by considering
investing in Saudi Arabia through the
private credit markets. Whether it is
helping to build new infrastructure,
funding new or existing Saudi
Arabian companies, or helping
finance international companies
looking to establish or expand their
presence in Saudi Arabia, private
investment can provide attractive
yields while offering increased
diversification, given the nature of
the asset class.

The case for investing in Saudi Arabia | May 2025

834
74

GEMCORP

CAPITAL

150

-]
~
~

2023 2024 H1

Tadawul, is the largest equity market
in the Middle East, with a market
capitalization that ranks it among

the top 10 equity markets globally
However, despite being added to the
MSCI family of indices in 2019 and
seeing portfolio flows into the market
increase by 400% between 2019 and
2024, foreign participation in the
Tadawul is currently only around 5%.

FIGURE 4: THE DIVERSITY OF
RECENT INVESTMENT
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Our Approach
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5
Regardless of the region, sector, or asset class we invest in, our 5 -
approach to private credit investing combines an analysis of top- 7
down macroeconomic themes with bottom-up due diligence
provided by our regionally based teams. In general, we believe that
a private equity approach is well-suited to private credit investing :
in emerging markets, where solutions are tailor-made and direct, = e
lasting engagement with borrowers helps align interests and often = = A
significantly reduces risk. Ay / , WY NN
ra
When investing in Saudi Arabia specifically, we have, to date, aimed »
to provide traditional senior secured funding as well as more / 1=
flexible capital structures, such as mezzanine debt and other 8, ’\
hybrid financing solutions, regardless of whether we are lending to : ’\ =
government, quasi-sovereign, or corporate entities. And we often - :ﬂ —— W
favor projects of strategic importance to the country as we believe LIS i
this can help reduce credit risk by ensuring all parties’ (including i 5‘ I
borrowers, lenders, regulators, and the governments) interests Yy 8
are aligned and invested in the project’s success. For example, ;—i (PR J:‘“ - —
the development of critical water supply infrastructure and the () iy 'k‘ It
establishment of public-private partnerships to support the transition | ,,%‘ J
to renewable energy are both investment priorities for Saudi Arabia qed)
and areas where Gemcorp Capital has found success in structuring :

private investment.

However, the opportunities currently available in Saudi Arabia span
a vast range of sectors and industries, and are evolving rapidly.

As such, we rely on our regional presence to provide us with an
ongoing and up-to-date understanding of domestic economic and
political conditions, which helps us identify the most compelling
opportunities.
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DEFINITIONS

CIT Ministry of Commmunications and Information Technology

Hajj & Umrah Ministry of Hajj & Umra (responsible for supervision of all services related to Hajj and Umrah
pilgrimages)

HRSD Ministry of Human Resources and Social Development

MEWA Ministry of Environment, Water and Agriculture

MOF Saudi Arabian Ministry of Finance

SPGA State Properties and General Authority, responsible for managing state owned properties and

real estate

All figures and estimates from S&P Global Ratings, “Saudi Arabia Rating Raised to A+..”, 14 March 2025
Vision 2030, GASTAT

IMF, World Economic Outlook, April 2025
https:/www.uworldometers.info/world-population/saudi-arabia-population

S&P Global Ratings, “Saudi Arabia Rating Raised to A+..”, 14 March 2025

SAMA Bulletin

S&P Global Ratings, “Saudi Arabia Rating Raised to A+..”, 14 March 2025
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IMPORTANT INFORMATION

This content has been prepared solely for informational purposes by Gemcorp (as defined below), is confidential and may
not be reproduced. This content is not intended for public use or distribution and remains the property of Gemcorp which
reserves the right to require the return of this content at any time.

This content does not constitute an offer or solicitation of an offer with respect to the purchase or sale of any security

and should not be relied upon when evaluating the merits of investing in any securities or form the basis of an investment
decision. The information in this content has been obtained from various third-party sources, some of them forward-

looking statements and/or projections. Any forward-looking statements and/or projections are inherently subject to material
business, economic and competitive risks and uncertainties, many of which are beyond Gemcorp’s control. In addition, these
forward-looking statements and/or projections are subject to assumptions with respect to future business strategies and
decisions that are subject to change. No representation is made or assurance given that such statements, opinions, estimates,
projections and/or forecasts in this content are complete or correct or that the objectives set out in this content will be
achieved. Gemcorp does not undertake to update this information, nor does it accept any liability for any such third-party
information of the conclusions set out herein.

No statement in this content, including any references to specific securities, assets classes and/or financial markets is
intended to or should be construed as investment, legal, accounting, business or tax advice. The contents of this content

do not constitute an investment recommendation. This content expresses no views as to the suitability of any investments
described herein to the individual circumstances of any recipient. If an offer to sell investments is made in the future, it will be
made by a formal prospectus, instrument of incorporation and subscription document, or similar documents and not on the
basis of the information contained in this content, and any such offer will only be made to the extent it is in accordance with
the laws and regulations applicable in the jurisdiction in which such offer is being made.

This content is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident or
located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be
contrary to law or regulation.

In the United Kingdom, this content is communicated to Professional Clients only by Gemcorp Capital Management Limited
which is authorised and regulated by the Financial Conduct Authority (the “FCA”) (Reference number: 952794) and has its
registered address at 1 New Burlington Place, London, W1S 2HR, United Kingdom. Professional Clients has the meaning
prescribed to it in the FCA's Handbook.

In the United States, Gemcorp Capital Advisors, LLC, is registered as an investment adviser with the U.S. Securities and
Exchange Commission (the “SEC”) under the Investment Advisers Act of 1940, as amended (CRD # 329386/SEC#:801-130200).

In the Abu Dhabi Global Market (‘ADGM”), this document is communicated to Professional Clients only by Gemcorp Capital
Management (Middle East) Limited with registered office address Unit 20, Level 7, Al Maryah Tower, Abu Dhabi Global Market
Square, Al Maryah Island, Abu Dhabi, United Arab Emirates is regulated by the ADGM Financial Services Regulatory Authority
(Financial Services Permission Number: 220156). Professional Clients has the meaning prescribed to it in the FSRA's Handbook.

Gemcorp Capital Management Limited, Gemcorp Capital Advisors LLC and Gemcorp Capital Management (Middle East)
Limited and other affiliated entities, together “Gemcorp”.
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