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Saudi Arabia’s  91s st   National Day Anniversary- coming of age  with 

confidence to meet new challenges  

     Looking back on key achievements over the past 91 years highlights several 

important milestones in establishing firm foundations for a more sustainable 

economy, financial systems and regulations and a more confident global  

leadership role. There are also outstanding issues of concern related to renewed 

rising levels of national debt, the speed of diversification from an oil based 

economic dependency and  the  qualitative  pace of Saudisation  of  the national 

labor force . 

   The Saudi financial sector is one of the success stories that the Kingdom   should 

be proud of ,  as one of the key pillars of any country is the soundness of its 

financial system and the integrity of its regulatory authorities. On the 91stst 

Anniversary of the founding of the modern Saudi State, analysis of the Saudi 

financial structure and its main regulators, SAMA and the Capital Market 

Authority, illustrate the significant progress made over the past few decades to 

oversee a multi-faceted financial sector from a very humble beginning that was   

lagging other Gulf financial centers such as in Bahrain, the UAE and Kuwait. The 

regulatory emphasis has erred on the conservative side with pragmatism, stability 

and continuity being the watchword, especially for SAMA, despite much criticism 

from those that wanted a more aggressive asset management policy to be 

followed. Under various governors, SAMA has survived and come out stronger 

since its creation throughout a range of crisis that would have put other regulators 

under severe pressure such as the 1990-1991 Gulf crisis and the 2008-2009 global 

financial crisis, while now meeting the challenges of digital and FinTech banking, 

regulating a new wave of foreign banks opening branches in Saudi Arabia from all 

parts of the world, following the successful era of foreign bank Saudisation, and 

now overseeing mega Saudi bank mergers.   

    Unlike the old model of blanket labor Saudisation quotas and measures thrust 

on the private sector, the Saudisation of the Saudi based foreign banks was carried  

on a mutually beneficial partnership that allowed for foreign technical expertise to 

continue passing on to future generations of Saudi bankers.  Labor Saudisation is 

now more focused on empowering a new tech savvy younger generation   

entrepreneurial start ups,  with an  opportunity to list on the NOMU parallel Saudi 

stock market ,  along  with   financial  and capacity building support  to  a  vital   

employment generating  SME sector .  

      Today the Saudi banking sector has been transformed with asset quality and 

liquidity now well established through a balanced SAMA regulatory oversight 

installing sound banking practices, through strong capitalization, high credit 



 

quality and healthy profitability for the sector, with several mega bank mergers 

taking place ensuring that some of these banks now compete head on with their 

international counterparts. Overlapping areas of supervisory jurisdiction of 

investment banking and financial instruments has been resolved between SAMA 

and a mature and confident Capital Market Authority that has come of age in 

terms of depth and multiplicity of financial  players.  

    The rebranded SAMA as a Central Bank in 2020 will enter a new phase since 

its establishment in 1952 when it nearly died at  birth, confident that it has built a 

strong foundation for the new challenges it faces, especially if the new central 

bank pursues a higher yield seeking investment objective compared to the current 

conservative approach to ensure coverage of the Saudi Riyal. This will raise some 

interesting questions on whether the new Saudi Central Bank will still focus on 

monetary investments as opposed to investment in corporate equities like the 

Public Investment Fund, while the latter’s investment activities will now come 

under stronger focus and  be directed towards the domestic economy to support 

the Vision 2030 mega projects and private sector partnerships.  

    The issue of corruption in government related project awards had been a factor 

inhibiting both domestic and foreign companies from successfully participating in 

national projects, with a burden of hidden added costs to the government, 

estimated as much as 10-15 % of GDP. The successful campaign of the anti- 

corruption NAZAHA authority with wide sweeping powers of investigation and 

prosecution referrals of any Saudi public servant whatever their rank or social 

status has had an electrifying effect to ensure that a level playing field is now open 

to all bidding for government contracts. This   anti- corruption drive will make it 

more attractive for the call to international firms to locate their regional Head 

Offices to Riyadh if they wished to participate in Saudi mega projects.  

     Rising domestic  Saudi debt levels could be a problem in the future. Erratic oil 

revenue dependency has forced Saudi Arabia to expand its domestic and 

international debt program, mostly the latter, along with its implication for its 

future debt-servicing burden. According to some estimated forecasts total Saudi 

external debt would reach $261.1 billion by year-end 2021, representing around 

35.0% of GDP, while total government debt would reach $274.5 billion or 36.8% 

of GDP. At the same time, Saudi Arabia’s international reserves would fall further 

to $369.9 billion by year end 2021.These are somewhat pessimistic forecasts and 

do not take into account a positive effect on global economic activity due to an 

accelerated effective anti-COVID-19 vaccine rollout, higher oil prices, and other 

non-oil revenue measures and expenditure rationalization programs introduced by 

Saudi Arabia to reduce government outlays. While some GCC countries are 

planning to introduce income tax on high earners by 2022, such as Oman which 

highlighted this in its latest 2020–2024 economic plan, Saudi Arabia is not 



 

expected to follow suit given the rise in VAT rates from 5% to 15% in 2020 but 

which was waived on real estate transactions. With renewed emphasis in attracting 

FDI and foreign enterprises in the varied Vision 2030 programs, especially in 

entertainment and tourism, and NEOM, the likelihood of imposing income tax 

becomes less viable but nothing can be taken for granted.  

    On the international arena, the Kingdom has stepped out from being a fringe 

participant to an effective regional and global player on the world’s economic 

stage. Saudi Arabia’s presidency of the 2020 G20 will long be remembered, not 

simply because it was held during an extraordinary COVID-19 pandemic year, but 

in the professional management of the yearlong event and the wide scale 

participation of many Saudi government and private sector stakeholders. This 

could not have been done   without a radical change in government structure and 

more qualitative skills based education output.   

     The results have been felt in several ways: first, the Kingdom has firmly 

established itself as the only Arab country among G20 members that carried the 

aspirations, not only of Saudi Arabia but of the wider Arab world; second, the 

Kingdom has emerged from the shadows to play a prominent global role at the 

center stage in helping to shape new frameworks in the international order to 

overcome global economic crisis. As Saudi government officials aptly put it, the 

G20 and its presidency has been called on to save the world, and to mitigate the 

effects of the crisis and ensured that global problems required global solutions, 

especially in ensuring equitable access to vaccination stock to poorer countries and 

support for the World Health Organization. Thirdly, the Kingdom has 

demonstrated its capability to host such a large-scale international event, that was 

not a one day event, but a full one year program, that show cased the Kingdom’s 

advancement in infrastructure and also the competence and skills of its 

government and private sector participants to launch the Kingdom as a true global 

partner. 

      Few Saudi observers would have predicted the Kingdom to accomplish so 

much and establish itself as a strong and confident voice in forthcoming G20 

meetings where other countries can also learn from Saudi Arabia’s successful 

efforts to cut back and to utilize carbon emissions in its so -called circular carbon 

economy model ,  and is  one of the first producers of both blue and green 

hydrogen  energy sources . The   future 100t th National Day Anniversary will 

surely place the Kingdom as one of the leaders in the energy field with Saudi 

technology exported to other fossil fuel producers.  
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