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Saudi Arabia: Aviation sector a key

growth target
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Highlights

° Heavy investment into airlines and airports, alongside the development of the leisure tourism sector, will see
robust growth in Saudi Arabia’s aviation sector in the coming years.
° Passenger numbers are already increasing strongly, up 26% in 2023, and will likely continue to outperform,

especially once Riyadh Air is launched next year.

° The industry will support headline real GDP growth in Saudi Arabia, where hospitality and transport have
already been among the fastest-growing sectors in national accounts data.

Saudi Arabia’s aviation sector is set to be one of the
fastest growing in the world in the coming years as the
country seeks to position itself as both a regional aviation
hub and as a major tourism destination in its own right.
Passenger numbers in the Kingdom have already been
expanding rapidly, hitting a record in 2023, and with the
substantial investment planned in building up tourism
resorts such as the Red Sea Project and the development
of new airline Riyadh Air, growth will remain strong over
the coming decades. Air freight is also in focus, with
ambitious plans to boost its contribution to GDP. The
expansion of the aviation sector in Saudi Arabia will
thereby  support the 2030
diversification aims, helping to create jobs, generate new
FX income streams, and grow the non-oil sectors of the

Vision economic

economy.

Growth already strong

Prior to the Covid-19 pandemic in 2020, the number of
passengers passing through Saudi Arabian airports had
been steadily expanding, but the pace of growth had
slowed from the peak levels seen in 2014 and 2015.
Coming out of the pandemic, however, there has been a
surge in growth over 2021-2023 as domestic and
international air travel returned to normal and passenger
to pre-pandemic
recovery is not the whole story with 2023 passenger
numbers up not only 26% on 2022 levels, but also 8% on

numbers recovered levels. The
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pre-pandemic 2019, resulting in a new record for the
industry. This is testament to both the structural changes
that have happened in the kingdom over the interim, and
the heavy investment that is going into the aviation and
tourism sectors.

Passenger traffic growing strongly
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Source: General Authority for Statistics, Emirates NBD Research

On structural changes, Saudi Arabia has made entering
the country on a tourist visa far simpler than it was
previously. The opening up of entertainment and leisure
facilities, and the easing of some social restrictions, has
also made the country a more attractive destination for
many international visitors than it was in the past. These
changes have led to Saudi Arabia ranking 41st globally
on the World Economic Forum’s Travel and Tourism
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Development Index in 2024, up from 64th in 2015. The
still relatively strong showing previously was largely on
the back of facilitating religious and business travel,
while leisure travel was neglected. This has started to
change, however, underscored by the fact that the
‘openness to travel and tourism’ component ranked 99th
in 2024, up from 107th in 2019, and is likely to continue
improving.

Significant tourism infrastructure spend, USDbn

Estimated Budget ($bn) Contract Value (Sbn)

NEOM 500.0 41.6
Diriyah 63.9 7.6
New Marabba 50.0 0.1
ROSHN 46.3 5.0
Rua Al-Madinah 37.0 1.2
King Salman International Airport 30.0 0.0
Red Sea Project 27.6 10.0
Qiddiya 25.0 7.1
Jeddah Central 20.0 3.2
Al-Ula 15.5 2.0
Saudi Entertainment Ventures 133 4.7
Soudah 133 0.1
Other 25.6 10.3
Grand Total 867.5 92.8

Source: Meed Projects, Emirates NBD Research

Tourism is earmarked as a key growth sector in Saudi
Arabia in the coming years as the wider industry (apart
from religious tourism) develops from a very low base
following the country’s opening up to tourists several
years ago. If ambitious government visitor targets are
reached then it will become an increasingly important
component of the economy and the kingdom has
earmarked USD 800bn of investment into tourism over
the next decade. This is going into
infrastructure and building new hotels at existing sites,
but also developing whole new resorts as part of the
massive gigaprojects ongoing in the kingdom. The Red
Sea Project has an estimated budget of USD 27.6bn, with
USD 10.0bn in contracts already awarded. Al-Ula,
already a key draw for visitors, has a development budget
of USD 15.0bn, with USD 2.0bn already awarded.

improving

The strong growth in tourism over the past three years
has led Saudi Arabia to raise its visitor target for 2030
from 100mn to 150mn after the initial target was
exceeded more quickly than anticipated. For airports,
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domestic and foreign travelers are expected to be evenly
split, although overall tourism is still likely to be
dominated by domestic tourists. The number of foreign
visitors to the kingdom is expected to rise to 50mn by
2030 from around 30mn in 2023.

Domestic tourism still dominates
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In 2023, there were 60.5mn international passengers at
Saudi Arabia’s airports, compared to 51.2mn domestic
travellers. International flights grew by 36% on 2022
numbers, while domestic flights were up just 2% (global
recovery of air travel would explain some but not all of
this disparity). International airlines are adding new
routes to Saudi Arabia as the country has eased visa rules
and heavily marketed destinations such as al-Ula
internationally. Hosting major sporting and cultural
events will further boost numbers, and publicity: Saudi
Arabia has been awarded the 2029 Asian Winter Games,
the 2030 Expo, and is set to host the 2034 FIFA World
Cup.

Economic boost

Looking at Saudi Arabia’s national accounts data, it is
hard to separate the individual impact of either the
aviation or the tourism sectors, but both the transport,
storage & communication, and the wholesale trade &
restaurants components of GDP logged the fastest
growth last year. Taken together, they accounted for
15.7% of real GDP in 2023, and while this proportion is
somewhat inflated by the oil production curbs which
have shrunk the share of the oil sector, even in 2022
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when oil production was high, they made up 14.5%. With
the heavy focus on developing these sectors, this share
will likely augment further in the coming years, and they
also help drive growth
construction. Respondents to the Riyad Bank PMI survey
have often cited higher tourism levels as helping to drive
growth in their new orders, which will sustain headline
growth in future.

in other sectors such as

Aviation & tourism supporting headline growth
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According to the Saudi Arabian General Authority of Civil
Aviation’s 2024 paper on The State of Aviation, the
aviation sector contributed USD 53bn to the Saudi
economy last year, representing 5.2% of GVA, and 10%
of non-oil GVA (this figure is arrived at through including
the direct, indirect, and induced values, plus the ‘tourism
catalytic’ which accounts for the greatest share of the
value). The sector has also become a major employer,
supporting 958,000 jobs across the country (again
including the tourism catalytic). Saudi Arabia’s air
connectivity index score was hit by the pandemic, falling
from 60in 2019 to just 46 in 2021. This had recovered to
56 in 2022 and is set to rise substantially in the coming
years. Last year, 148 destinations were served, and this
will likely expand rapidly once Riyadh Air is launched.
The Saudi Aviation Strategy (SAS), launched in December
2020, targets 250 global destinations by 2030, with the
aim of tripling passengers to 330mn.

The SAS is highly ambitious in its targets, but as with
many of the Vision 2030 projects in train in Saudi Arabia,
even if they are not realised in full, a partial realisation
would still represent a significant expansion. The
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strategy explicitly targets becoming the Middle East’s
aviation leader, setting itself up to emulate and overtake
neighbouring competitors, but the UAE and Qatar’s
aviation sectors have an advantage over KSA in that they
are already well established in transit
Nevertheless, IATA projects annual global passenger
growth at 3.4% annually over the period to 2040, which
would double current traveler levels. Given the GCC’s
geographical location it can serve many millions of
consumers in Sub-Saharan Africa and Asia that will enter
the middle classes over the coming decades, meaning
that there is still room for growth at all the regional hubs.

services.

Airports

Saudi Arabia’s General Authority of Civil Aviation lists 29
airports in the country, the largest of which are King
Abdulaziz International Airport at Jeddah, King Khaled
International Airport at Riyadh, and the King Fahd
international Airport at Dammam. Last year, these
handled 43.0mn, 31.9mn, and 11.1mn passengers
respectively, together accounting for a little more than
three quarters of the national total.

Given the scope and scale of the development plans for
the aviation sector and tourism in KSA, there are
ambitious plans to develop these air facilities over the
coming years, modernising them and greatly expanding
their throughput capacities. King Abdulaziz International
is being expanded to an annual capacity of 100mn by
2035, and King Khaled International will be able to
handle 40mn passengers a year by 2038. There is also a
massive new facility planned. The USD 30bn King Salman
International Airport at Riyadh is expected to launch by
2030 with an annual capacity of 120mn passengers on
opening, and able to handle 185mn by 2050.

Airlines

There are four Saudi Arabian airlines: budget carriers
Flynas and Flyadeal, long-standing flag carrier Saudia,
and the under-development Riyadh Air. While Riyadh Air
has been generating the bulk of the headlines for its
ambitious expansion plans, all four have been placing
orders for new aircraft over the past year or so as they
look to expand their reach. On July 25, Airbus announced
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that Flynas had signed a deal to purchase 75 single-aisle
A320neo jets and 15 long-haul A330-900s, while
Flyadeal’s CEO has recently told media outlets that his
airline is also considering placing new orders.

Saudia has been recording strong growth in passenger
numbers, with volumes up 19% y/y in Q1 of this year (to
8.3mn), following on from a 21% rise in 2023. Last year
the airline added 11 new destinations to its network and
placed an order for 49 new Boeing 787 Dreamliners. By
2030, Saudia aims to have 241 aircraft in the fleet (from
143 presently) flying to over 100 destinations.

Saudia will complement what is expected to become the
primary engine of Saudi Arabia’s aviation growth, which
is Riyadh Air, anticipated to begin operations in 2025.
Last March, the airline placed its first order for 39
confirmed Dreamliners, with the option to acquire a
further 33, in the largest ever order for a new carrier. It is
expected to connect over 100 destinations globally by
2030.

Daniel Richards
Senior Economist
Group Research
+971 (0) 4 609 3032
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Disclaimer

PLEASE READ THE FOLLOWING TERMS AND CONDITIONS OF ACCESS FOR THE PUBLICATION BEFORE THE USE THEREOF. By continuing to access and use the publication, you signify you accept
these terms and conditions. Emirates NBD reserves the right to amend, remove, or add to the publication and Disclaimer at any time. Such modifications shall be effective immediately. Accordingly,
please continue to review this Disclaimer whenever accessing, or using the publication. Your access of, and use of the publication, after modifications to the Disclaimer will constitute your acceptance
of the terms and conditions of use of the publication, as modified. If, at any time, you do not wish to accept the content of this Disclaimer, you may not access, or use the publication. Any terms and
conditions proposed by you which are in addition to or which conflict with this Disclaimer are expressly rejected by Emirates NBD and shall be of no force or effect. Information contained herein is
believed by Emirates NBD to be accurate and true but Emirates NBD expresses no representation or warranty of such accuracy and accepts no responsibility whatsoever for any loss or damage
caused by any act or omission taken as a result of the information contained in the publication. The publication is provided for informational uses only and is not intended for trading purposes.
Charts, graphs and related data/information provided herein are intended to serve for illustrative purposes. The data/information contained in the publication is not designed to initiate or conclude
any transaction. In addition, the data/information contained in the publication is prepared as of a particular date and time and will not reflect subsequent changes in the market or changes in any
other factors relevant to their determination. The publication may include data/information taken from stock exchanges and other sources from around the world and Emirates NBD does not
guarantee the sequence, accuracy, completeness, or timeliness of information contained in the publication provided thereto by or obtained from unaffiliated third parties. Moreover, the provision
of certain data/information in the publication may be subject to the terms and conditions of other agreements to which Emirates NBD is a party.

None of the content in the publication constitutes a solicitation, offer or recommendation by Emirates NBD to buy or sell any security, or represents the provision by Emirates NBD of investment
advice or services regarding the profitability or suitability of any security or investment. Moreover, the content of the publication should not be considered legal, tax, accounting advice. The
publication is not intended for use by, or distribution to, any person or entity in any jurisdiction or country where such use or distribution would be contrary to law or regulation. Accordingly, anything
to the contrary herein set forth notwithstanding, Emirates NBD, its suppliers, agents, directors, officers, employees, representatives, successors, assigns, affiliates or subsidiaries shall not, directly
or indirectly, be liable, in any way, to you or any other person for any: (a) inaccuracies or errors in or omissions from the publication including, but not limited to, quotes and financial data; (b) loss
or damage arising from the use of the publication, including, but not limited to any investment decision occasioned thereby. (c) UNDER NO CIRCUMSTANCES, INCLUDING BUT NOT LIMITED TO
NEGLIGENCE, SHALL EMIRATES NBD, ITS SUPPLIERS, AGENTS, DIRECTORS, OFFICERS, EMPLOYEES, REPRESENTATIVES, SUCCESSORS, ASSIGNS, AFFILIATES OR SUBSIDIARIES BE LIABLE TO
YOU FOR DIRECT, INDIRECT, INCIDENTAL, CONSEQUENTIAL, SPECIAL, PUNITIVE, OR EXEMPLARY DAMAGES EVEN IF EMIRATES NBD HAS BEEN ADVISED SPECIFICALLY OF THE POSSIBILITY
OF SUCH DAMAGES, ARISING FROM THE USE OF THE PUBLICATION, INCLUDING BUT NOT LIMITED TO, LOSS OF REVENUE, OPPORTUNITY, OR ANTICIPATED PROFITS OR LOST BUSINESS. The
information contained in the publication does not purport to contain all matters relevant to any particular investment or financial instrument and all statements as to future matters are not
guaranteed to be accurate. Anyone proposing to rely on or use the information contained in the publication should independently verify and check the accuracy, completeness, reliability and
suitability of the information and should obtain independent and specific advice from appropriate professionals or experts regarding information contained in the publication. Further, references to
any financial instrument or investment product is not intended to imply that an actual trading market exists for such instrument or product. In publishing this document Emirates NBD is not acting
in the capacity of a fiduciary or financial advisor.

Emirates NBD and its group entities (together and separately, "Emirates NBD") does and may at any time solicit or provide commercial banking, investment banking, credit, advisory or other services
to the companies covered in its reports. As a result, recipients of this report should be aware that any or all of the foregoing services may at times give rise to a conflict of interest that could affect
the objectivity of this report.

The securities covered by this report may not be suitable for all types of investors. The report does not take into account the investment objectives, financial situations and specific needs of
recipients.

Data included in the publication may rely on models that do not reflect or take into account all potentially significant factors such as market risk, liquidity risk and credit risk. Emirates NBD may use
different models, make valuation adjustments, or use different methodologies when determining prices at which Emirates NBD is willing to trade financial instruments and/or when valuing its own
inventory positions for its books and records. In receiving the publication, you acknowledge and agree that there are risks associated with investment activities. Moreover, you acknowledge in
receiving the publication that the responsibility to obtain and carefully read and understand the content of documents relating to any investment activity described in the publication and to seek
separate, independent financial advice if required to assess whether a particular investment activity described herein is suitable, lies exclusively with you. You acknowledge and agree that past
investment performance is not indicative of the future performance results of any investment and that the information contained herein is not to be used as an indication for the future performance
of any investment activity. You acknowledge that the publication has been developed, compiled, prepared, revised, selected, and arranged by Emirates NBD and others (including certain other
information sources) through the application of methods and standards of judgment developed and applied through the expenditure of substantial time, effort, and money and constitutes valuable
intellectual property of Emirates NBD and such others. All present and future rights in and to trade secrets, patents, copyrights, trademarks, service marks, know-how, and other proprietary rights
of any type under the laws of any governmental authority, domestic or foreign, shall, as between you and Emirates NBD, at all times be and remain the sole and exclusive property of Emirates NBD
and/or other lawful parties. Except as specifically permitted in writing, you acknowledge and agree that you may not copy or make any use of the content of the publication or any portion thereof.
Except as specifically permitted in writing, you shall not use the intellectual property rights connected with the publication, or the names of any individual participant in, or contributor to, the content
of the publication, or any variations or derivatives thereof, for any purpose.

YOU AGREE TO USE THE PUBLICATION SOLELY FOR YOUR OWN NONCOMMERCIAL USE AND BENEFIT, AND NOT FOR RESALE OR OTHER TRANSFER OR DISPOSITION TO, OR USE BY OR FOR
THE BENEFIT OF, ANY OTHER PERSON OR ENTITY. YOU AGREE NOT TO USE, TRANSFER, DISTRIBUTE, OR DISPOSE OF ANY DATA/INFORMATION CONTAINED IN THE PUBLICATION IN ANY
MANNER THAT COULD COMPETE WITH THE BUSINESS INTERESTS OF EMIRATES NBD. YOU MAY NOT COPY, REPRODUCE, PUBLISH, DISPLAY, MODIFY, OR CREATE DERIVATIVE WORKS FROM
ANY DATA/INFORMATION CONTAINED IN THE PUBLICATION. YOU MAY NOT OFFER ANY PART OF THE PUBLICATION FOR SALE OR DISTRIBUTE IT OVER ANY MEDIUM WITHOUT THE PRIOR
WRITTEN CONSENT OF EMIRATES NBD. THE DATA/INFORMATION CONTAINED IN THE PUBLICATION MAY NOT BE USED TO CONSTRUCT A DATABASE OF ANY KIND. YOU MAY NOT USE THE
DATA/INFORMATION IN THE PUBLICATION IN ANY WAY TO IMPROVE THE QUALITY OF ANY DATA SOLD OR CONTRIBUTED TO BY YOU TO ANY THIRD PARTY. FURTHERMORE, YOU MAY NOT
USE ANY OF THE TRADEMARKS, TRADE NAMES, SERVICE MARKS, COPYRIGHTS, OR LOGOS OF EMIRATES NBD OR ITS SUBSIDIARIES IN ANY MANNER WHICH CREATES THE IMPRESSION THAT
SUCH ITEMS BELONG TO OR ARE ASSOCIATED WITH YOU OR, EXCEPT AS OTHERWISE PROVIDED WITH EMIRATES NBD’S PRIOR WRITTEN CONSENT, AND YOU ACKNOWLEDGE THAT YOU HAVE
NO OWNERSHIP RIGHTS IN AND TO ANY OF SUCH ITEMS. MOREOVER YOU AGREE THAT YOUR USE OF THE PUBLICATION IS AT YOUR SOLE RISK AND ACKNOWLEDGE THAT THE PUBLICATION
AND ANYTHING CONTAINED HEREIN, IS PROVIDED "AS IS" AND "AS AVAILABLE," AND THAT EMIRATES NBD MAKES NO WARRANTY OF ANY KIND, EXPRESS OR IMPLIED, AS TO THE
PUBLICATION, INCLUDING, BUT NOT LIMITED TO, MERCHANTABILITY, NON-INFRINGEMENT, TITLE, OR FITNESS FOR A PARTICULAR PURPOSE OR USE. You agree, at your own expense, to
indemnify, defend and hold harmless Emirates NBD, its Suppliers, agents, directors, officers, employees, representatives, successors, and assigns from and against any and all claims, damages,
liabilities, costs, and expenses, including reasonable attorneys’ and experts’ fees, arising out of or in connection with the publication, including, but not limited to: (i) your use of the data contained
in the publication or someone using such data on your behalf; (i) any deletions, additions, insertions or alterations to, or any unauthorized use of, the data contained in the publication or (iii) any
misrepresentation or breach of an acknowledgement or agreement made as a result of your receiving the publication.
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