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We're excited to share a new project at the University of Business
and Technology - the launch of an Economic Review. As members
of the Board of Trustees, we believe this initiative will greatly
enhance our institution’s academic excellence.

UBT Economic Review is a platform for in-depth analysis and
discussions on economicissues thatimpact our society, both locally
and globally. Additionally, this publication aims to enhance our
academic community’s knowledge and encourage collaboration
among scholars and researchers from different fields.

We want to express our appreciation to the editorial committee for
their hard work in making this project a reality. Their expertise and
dedication will ensure that the Economic Review maintains high
standards of academic quality and relevance.

Finally, we're thrilled to launch UBT Economic Review, and we
look forward to its growth and influence in the coming years. Let’s
embrace this important initiative and continue our commitment to
sharing knowledge, fostering intellectual excellence, and making a
positive impact on society.

Sincerely,

Dr. Abdullah Dahlan

The Chairman of Board of Trustees

The University of Business and Technology
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EXECUTIVE SUMMARY

Section 1: Total Real Estate Index (TREIX)

The Total Real Estate Index (TREIX) for the Kingdom of Saudi Arabia (KSA) and Jeddah reveals significant volatility
from 2016 to 2024. The TREIX, which includes residential, commercial, and agricultural sectors, highlights the
dominance of residential properties, which comprise 65% of the index’s weight. The analysis shows marked
fluctuations in real estate transactions, particularly in Q2 2024. Notably, April 2024 had transactions worth SAR
14.48 billion with a TREIX of 92.74 points, while May 2024 saw a substantial increase to SAR 24.80 billion and a
TREIX of 108.56 points, followed by a sharp decline in June 2024 to SAR 5.15 billion and a TREIX of 78.30 points.

In Jeddah, the real estate market also experienced significant volatility in the first half of 2024.
Transaction values varied monthly, with notable decreases in April and June. The Residential Real Estate
Index (RRIX) and Commercial Real Estate Index (RCIX) reflected similar trends, indicating complex
dynamics influenced by economic policies, seasonal trends, and broader macroeconomic conditions.

Section 2: Total Point of Sales Values, Foods and Cafes Sales Values,
and Food and Drink Sales Values (SALEINDEX, FCAINDEX, FDINDEX)

The analysis of consumption trends in KSA for the first half of 2024 using the SALEINDEX, FCAINDEX, and FDINDEX
indicates minor monthly fluctuations but generally stable consumer spending. The SALEINDEX, which measures
total point of sales values, started at SAR 47.39 billion in January 2024, rising to SAR 52.19 billion in February
before slightly decreasing in the subsequent months.

The Foods and Cafes Sales Index (FCAINDEX) showed a similar pattern, starting at SAR 14.58 billion in January,
peaking at SAR 15.95 billion in February, and experiencing minor declines in the following months. The Food
and Drink Sales Index (FDINDEX) also demonstrated notable fluctuations, with sales values rising and falling
throughout the period, reflecting dynamic consumer spending behavior influenced by seasonal trends and
broader economic conditions.

Key Findings

1. Significant Volatility in Real Estate Markets: Both KSA and Jeddah’s real estate markets showed substantial
fluctuations, particularly in Q2 2024, indicating susceptibility to various economic factors.

2. Complex Dynamics in Residential and Commercial Sectors: The RRIX and RCIX data reveal divergent trends in
transaction values and market sentiment, suggesting underlying complexities in these sectors.

3. Stable but Fluctuating Consumer Spending: The SALEINDEX, FCAINDEX, and FDINDEX indicate generally stable
consumer spending with minor monthly variations, influenced by seasonal trends and economic conditions.
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“UBT Economic Review” (UBTER) Real Estate Index section examines the
influence of the Saudi real estate market on the economy by analyzing
trends, market dynamics, and socioeconomic consequences. It focuses on
residential and commercial properties, identifying growth factors, trends,
and investment opportunities.
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Real Estate Index



SECTION 1

Total Real Estate Index (TREIX)

Overview

The Total Real Estate Index (TREIX) serves as a comprehensive measure of real estate performance
across the Kingdom of Saudi Arabia (KSA), including detailed insights into Jeddah. This index quantifies
the total value of transactions by incorporating three key sectors: residential (65% weightage),
commercial (31%), and agricultural (3%). Despite considering various real estate outputs like plots,
villas, and apartments, plots of land are predominantly utilized, carrying the greatest weightage.

Total Real Estate Weighted Average Index
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Real Estate Residentail Weighted Average Index
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KSA Real Estate Market Analysis

The KSA real estate market has exhibited a pattern of volatility from 2016 to 2024, as indicated by
fluctuations in the total real estate value and the TREIX. This variability is effectively measured using

the standard deviation, allowing us to assess the degree of volatility each quarter and formulate policy
suggestions.

Focusing on Q2 2024, we observe significant fluctuations:

« April 2024: Total real estate transactions were valued at SAR 14,475,942,210 with a TREIX of 92.74
points.

« May 2024: Transactions increased to SAR 24,804,505,710, and the TREIX rose to
108.56 points.

+ June 2024:Transactions plummeted to SAR 5,145,428,675, with the TREIX dropping to
78.30 points.

These fluctuations underscore the market’s susceptibility to various influential factors, causing
substantial short-term changes in performance.

Jeddah Real Estate Market Analysis
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Jeddah Real Estate Weighted Average Index
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In Jeddah, the real estate market also demonstrated significant fluctuations in the first half of 2024:

- January 2024: Total transactions were SAR 3,346,925,092, with a TREIX of 98.82 points.

+ February 2024: Transactions slightly increased to SAR 3,541,047,508, though the TREIX declined to 98.62 points.
« March 2024: Transactions dipped to SAR 3,396,963,706, while the TREIX slightly increasing to 101.65.

« April 2024: Transactions fell sharply to SAR 2,694,104,960, with the RCIX dropping to 94.26 points.

« May 2024: Transactions rose to SAR 3,288,864,328, with the RRIX increasing to

100.16 points.

- June 2024: Transactions fell sharply to SAR 846,248,204, with the RCIX decreasing to 78.90 points.

The volatility in Q2 2024, compared to Q1, is particularly notable, indicating significant shifts in market dynamics

likely influenced by economic policies, seasonal trends, and broader macroeconomic conditions.
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Residential Real Estate Index (RRIX)

Jeddah Residential Real Estate Weighted Average Index

June 2024
4.00 200
2
2 350 180
) Jun-24,80.5 160
3.00
140
2.50 Al I 120
2.00 L M. 100
1.50 Vg0
60
1.00
40
‘ HI I‘ ‘ ‘| ! ‘ | ’
0.00 | 0
o o ~ ~ ~ 0 o0 0 (<)} (<)} (<)} o o o - - - o o~ o~ o o (a2} < <
T S T- S R
20 ¢ 20 ¢f 20 ¢ 20 ¢ 20 ¢ 2o 3o & 2o ¢ =2
mmm Jeddah Real Estate Residential Value ——Real Estate Wighted Average Index (%)

The Residential Real Estate Index (RRIX) tracks trends driven by fiscal and monetary policies, oil and non-oil GDP
per capita, and population projections. Key observations for Jeddah in 2024 include:

« January 2024: Transactions were SAR 2,238,511,380 with an RRIX of 106.92 points.

« February 2024: Transactions slightly decreased to SAR 2,198,024,341, while the RRIX dropping to 102.97 points.
« March 2024: Transactions rose to SAR 2,304,399,427, with the RRIX increasing to
103.35 points.

« April 2024: Transaction values decreased to SAR 1,808,709,354, with the RCIX dropping to 95.85 points.
« May 2024: Transactions increased to SAR 2,531,845,924, with the RRIX increasing to 106.29 points.
« June 2024: Transactions dropped significantly to SAR 708,999,068, with the RCIX dropping to 80.50 points.

These trends indicate that the market sentiment does not always align with transaction values, suggesting
complex underlying factors at play.
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Commercial Real Estate Index (RCIX)

Jeddah Commerical Real Eastate Weighted Average Index
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The commercial sector in Jeddah showed notable fluctuations in the first half of 2024:

« January 2024: Transactions were SAR 1,108,413,713 with an RCIX of 88.38 points.

« February 2024: Transactions increased to SAR 1,343,023,167, with the RRIX increasing to 91.83 points.

« March 2024: Transactions slightly decreased to SAR 1,092,564,279, though the TREIX increasing to 98.68 points.
« April 2024: Transactions decreased to SAR 885,395,607, with the RCIX dropping to 91.34 points.

« May 2024: Transactions further declined to SAR 757,018,403, with the RCIX dropping to 88.41 points.

+ June 2024: Transactions fell dramatically to SAR 137,249,136, with the TREIX further dropping to 75.10 points.

These fluctuations suggest challenges in the commercial real estate sector, likely driven by broader economic

conditions and market sentiment. The standard deviation of 16.475588 for Jeddah’s commercial real estate index

further emphasizes the high volatility observed in this sector during the first half of 2024.
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“UBT Economic Review” (UBTER) conducts an analysis of the Point-of-Sales
Index in order to gain insights into the Saudi retail industry, including
consumer behavior, sales patterns, and the overall health of the sector. The
analysis emphasizes Total Point of Sales Values and Foods and Cafes Sales
Values, aiming to uncover consumer preferences and market sentiments.
In essence, UBTER acts as a platform for exploring the implications of the
Point-of-Sales Index, fostering discussions that contribute to the growth
and development of the retail industry in Saudi Arabia.



SECTION 2

Total Point of Sales Values, Foods and Cafes Sales Values, and
Food and Drink Sales Values (SALEINDEX, FCAINDEX, FDINDEX)

Overview

This section analyzes consumption trends in KSA using three main indicators: Total Point of Sales Values
(SALEINDEX), Foods and Cafes Sales Values (FCAINDEX), and Food and Drink Sales Values (FDINDEX).
Theseindicators reflect public and private sector expenditure on goods and services, crucial components
of aggregate demand.

Total Point of Sales Values (SALEINDEX)

Points of Sales Weighted Average Index (SALESINDEX)
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In the first half of 2024, the SALEINDEX showed noticeable fluctuations:

« January 2024: POS value was SAR 47,388,506 million with a SALEINDEX of 100.22 points.

+ February 2024: POS value increased to SAR 52,185,627 million, with the SALEINDEX rising to 102.77
points.

« March 2024: POS value slightly decreased to SAR 51,946,435 million, with the SALEINDEX slightly
dropping to 102.15 points.

« April 2024: POS value further decreased to SAR 48,879,610 million, with the SALEINDEX falling to
99.89 points.

« May 2024: POS value increased slightly to SAR 49,856,376 million, with the SALEINDEX rising to 100.14
points.

+ June 2024: POS value decreased to SAR 48,569,275 million, with the SALEINDEX marginally dropping
10 99.31 points.

These trends indicate relatively stable consumer spending with minor monthly variations.
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Foods and Cafes Sales Values (FCAINDEX)

Food and Cafes Weighted Sales Index (FCAINDEX) %
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The FCAINDEX in the first half of 2024 exhibited interesting trends:

« January 2024: Sales value was SAR 14,583,239 million with an FCAINDEX of 100.67 points.
+ February 2024: Sales value increased to SAR 15,953,044 million, with the FCAINDEX rising to 103.03

points.

« March 2024: Sales value decreased to SAR 14,665,889 million, with the FCAINDEX dropping to 99.83

points.

« April 2024: Sales value slightly decreased to SAR 14,458,858 million, with the FCAINDEX marginally

falling to 99.27 points.

« May 2024: Sales value increased to SAR 15,105,511 million, with the FCAINDEX rising to 100.49 points.
+ June 2024: Sales value decreased to SAR 14,543,157 million, with the FCAINDEX dropping to 99.32

points.

These fluctuations reflect the dynamic nature of consumer spending in the food and cafes sector, likely

influenced by seasonal trends and broader economic conditions.
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Food and Drink Sales Values (FDINDEX)

Food and Drinks Weighted Average Index (FDINDEX) %
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The FDINDEX for the first half of 2024 showed notable fluctuations:

« January 2024: Sales value was SAR 7,262,276 million with an FDINDEX of 99.73 points.

+ February 2024: Sales value increased to SAR 8,247,822 million, with the FDINDEX increasing to 103.21
points.

« March 2024: Sales value further increased to SAR 8,701,511 million, with the FDINDEX slightly rising
to 104.05 points.

« April 2024: Sales value decreased to SAR 7,212,155 million, with the FDINDEX decreasing to 97.80
points.

« May 2024: Sales value increased to SAR 7,821,660 million, with the FDINDEX increasing to 100.23
points.

+ June 2024: Sales value slightly decreased to SAR 7,216,546 million, with the FDINDEX decreasing to
97.90 points.

These trends suggest complex dynamics in the food and drink sector, with fluctuations likely driven by
changes in consumer preferences and broader economic conditions.






UBT Economic Review (UBTER) functions as a platform for in-depth
examination of global issues, with a focus on understanding their
complexities and providing room for diverse perspectives, research
findings, and innovative ideas. It aims to gain deeper insights into the root
causes, dimensions and of these issues while also connecting this analysis
to Saudi Arabia’s Vision 2030, making global issues relevant to national
goals. Essentially, this section offers space for reflecting on global issues
and exploring emerging topics.

Reflecting on Current
Issues



SECTION 3

Safeguarding Tomorrow: Saudi Arabia’s Innovative
Approach to National Food Security

In an era of increasing global uncertainty, food security has emerged as a paramount concern for nations
worldwide. For Saudi Arabia, a country with limited arable land and water resources, ensuring a stable
food supply for its growing population is a strategic imperative. This article examines the critical role
of wheat silos in bolstering Saudi Arabia’s food security, analyzing their impact on national resilience,
economic stability, and future sustainability. As climate change, geopolitical tensions, and demographic
shifts continue to reshape the global food landscape, the Kingdom’s proactive approach to grain storage
offers valuable insights for policymakers and researchers alike.

The Global Food Security Landscape

The global food security situation remains precarious, with the Food and Agriculture Organization (FAO)
reporting that between 720 and 811 million people faced hunger in 2020 [1]. This alarming statistic un-
derscores the urgent need for robust food security measures worldwide. Climate change, geopolitical
tensions, and the ongoing effects of the COVID-19 pandemic continue to exacerbate food insecurity on

a global scale.

Recent data paints a concerning picture of the global food security landscape:

Global Food Security Landscape (as of June 2024)
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- Global food prices reached a 10-year high in 2021, with the FAO Food Price Index averaging 125.7 points,
a staggering 28.1% increase from 2020 [2].

- The World Bank estimates that for every 1% increase in food prices, 10 million people are pushed into
extreme poverty [3].

- By 2050, global food demand is projected to increase by 50% compared to 2013 levels, requiring signif-
icant increases in agricultural productivity and storage capacity [4].

- Climate change is expected to reduce global agriculture yields by up to 30% by 2050, further straining
food systems [5].

- The COVID-19 pandemic has exacerbated food insecurity, with an estimated additional 83-132 million
people experiencing undernourishment in 2020 due to the economic downturn [1].

These statistics highlight the complex and interconnected challenges facing global food security. As na-
tions grapple with these issues, the importance of strategic food reserves, particularly in the form of grain
silos, has come to the forefront of policy discussions.

Saudi Arabia’s Food Security Challenges and Strategies

Saudi Arabia faces unique challenges in ensuring food security due to its arid climate and limited water
resources. The country receives an average annual rainfall of just 59 mm, compared to the global average
of 990 mm [6]. This scarcity of water, combined with only 1.5% of the land being arable, poses significant
obstacles to domestic food production [7].

Efficiency, Population, Technology, and Nutrition in Saudi Arabia

Agricultural R&D Spending (% of Agricultural GDP) | 2.8

Percentage of Workforce in Agriculture (%) |l 25
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Fig. 2.: Comprehensive Overview of Efficiency, Population, Technology,
and Nutrition in Saudi Arabia
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To address these challenges, Saudi Arabia has implemented a multi-faceted approach:

- The Saudi Agricultural Development Fund has allocated over 2 billion SAR (approximately $533 million)
to support agricultural projects and enhance food security [8].

- Saudi Arabia aims to achieve 60% self-sufficiency in wheat production by 2025, up from approximately
20% in 2020 [9].

- The country has invested heavily in foreign agricultural land acquisitions, with over 800,000 hectares of
land purchased or leased abroad for food production [10].

- Water-efficient irrigation technologies, such as center-pivot systems, have been widely adopted, in-
creasing water use efficiency by up to 85% in some regions [11].

- The Kingdom has invested in desalination plants, with a current capacity of 5 million cubic meters per
day, to support agriculture and urban water needs [12].

These initiatives demonstrate Saudi Arabia’s commitment to addressing its food security challenges
through a combination of domestic production, international cooperation, and technological innovation

The Critical Role of Wheat Silos in Food Security

Wheat silos play a pivotal role in Saudi Arabia’s food security strategy. These massive storage facilities
serve as a buffer against supply chain disruptions, price volatility, and potential food crises. The impor-
tance of wheat silos in the Kingdom's food security infrastructure cannot be overstated.

Key statistics and information:

Fig. 3.: Key Metrics of Saudi Arabia’s Strategic Grain Reserves
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- Saudi Arabia’s strategic grain reserves can cover domestic consumption for up to 9 months, a significant increase
from just 3 months in 2008 [13].

- The Saudi Grains Organization (SAGO) manages a network of silos with a total capacity exceeding 3.7 million
tons of wheat [14].

- Modern silos incorporate advanced temperature and humidity control systems, ensuring grain quality is main-
tained for extended periods, with spoilage rates reduced by up to 40% compared to traditional storage methods
[15].

- The Kingdom'’s wheat consumption stands at approximately 4.75 million metric tons (MT) per year, highlighting
the critical need for substantial storage capacity [16].

- Strategic silo locations across the country ensure efficient distribution, with transportation costs reduced by an
estimated 15% due to optimized logistics [17].

The strategic placement and management of these silos have significantly enhanced Saudi Arabia’s food security
posture, providing a crucial buffer against external shocks and market volatilities.

Technological Advancements in Silo Management

Cutting-edge technologies are revolutionizing silo management, enhancing efficiency and reducing waste. These
innovations are crucial in a country where every grain of wheat is valuable due to the challenging agricultural con-
ditions.

Notable technological advancements include:

- loT sensors and Al-driven monitoring systems can detect early signs of grain spoilage, potentially saving millions
of dollars in losses annually. Studies indicate that these systems can reduce grain losses by up to 20% [18].

- Automated inventory management systems have improved stock rotation, reducing grain losses by up to 15%
and increasing overall storage efficiency by 25% [19].

- Blockchain technology is being piloted to enhance traceability and transparency in the grain supply chain, with
initial trials showing a 30% improvement in supply chain visibility [20].

- Advanced aeration systems have increased the viable storage time of wheat by up to 40%, ensuring longer-last-
ing reserves [21].

- Robotic systems for grain handling have reduced labor costs by 35% while improving safety in silo operations
[22].

These technological innovations not only improve the efficiency of wheat storage but also contribute to the over-
all resilience of Saudi Arabia’s food security infrastructure.

Economic Implications of Strategic Grain Storage
The strategic storage of wheat in silos has far-reaching economic implications for Saudi Arabia:

- Maintaining adequate wheat reserves has helped Saudi Arabia stabilize domestic food prices, with bread prices
remaining within a 5% range despite global wheat price fluctuations of up to 30% [23].
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- The cost of constructing and maintaining modern silos, estimated at $200-250 per ton of storage capacity, is
offset by reduced import dependency and improved negotiating power in international grain markets [24].

- Saudi Arabia’s grain storage strategy has created over 5,000 direct and indirect jobs in rural areas, contributing
to economic diversification and reducing urban migration by an estimated 2% [25].

- The presence of strategic reserves has allowed Saudi Arabia to avoid panic buying during global crises, saving an
estimated $100 million in potential overspending during the COVID-19 pandemic [26].

- The ability to buy and store grain when global prices are low has resulted in average savings of 12-15% on wheat
imports over the past five years [27].

These economic benefits underscore the importance of strategic grain storage as not just a food security mea-
sure, but also a tool for economic stability and growth.

Transformation of Saudi Arabia’s Grain Management System

In recent years, Saudi Arabia has undergone significant changes in its approach to managing grain reserves and

imports, aligning with its broader economic diversification goals under Vision 2030. These changes represent a

shift towards increased private sector involvement while maintaining strong government oversight of strategic

reserves.

Key developments include:

» Establishment of SAGO: In 2017, the Saudi Grains Organization (SAGO) was established, replacing the former
Saudi Grains and Fodder Organization (GSFMO). SAGO continues to be a state-owned entity responsible for
managing the country’s strategic grain reserves and imports, ensuring a centralized approach to food security
[28].

o Privatization of Flour Mills: As part of Vision 2030, Saudi Arabia initiated the privatization of its flour mills in
2019. This move aims to enhance efficiency and productivity in the milling sector while reducing government
expenditure. The privatization process has reached its final stages:

«  The National Center for Privatization and PPP (NCP) and SAGO recently announced the sale of the Second

Milling Company and Fourth Milling Company to qualified strategic investors [29].

The Second Milling Company was sold for 2.13 billion riyals (5568 million) to a consortium comprising
Abdulaziz Al-Ajlan Sons Company for Commercial and Real Estate Investment, Al-Rajhi International Investment
Company, Nadec, and Olam International Company [29].

. The Fourth Milling Company was acquired for 859 million riyals by a group consisting of Alana Internation-

al Alliance, Abdullah Al-Othaim Markets Company, and United Feed Industry Company [29].

These sales were conducted through a competitive bidding process, with awards based on the highest
financial bids submitted by qualified strategic investors [29].

» Increased Private Sector Participation: While strategic reserves remain under government control through
SAGO, the private sector has been increasingly involved in grain imports and storage. This shift allows for
greater market competition and potentially more efficient supply chain management [30].

. Public-Private Partnerships: The Kingdom has been actively promoting public-private partnerships
(PPPs) for the construction and operation of grain silos and ports. These partnerships leverage private sector
expertise and capital while maintaining government oversight on critical food security infrastructure [31].
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» Import Liberalization: Saudi Arabia has gradually liberalized its grain import market, allowing more private
companies to participate alongside SAGO. This move aims to create a more dynamic and responsive grain
market while maintaining SAGO'’s role in ensuring strategic reserves [32].

The privatization of the flour milling sector is expected to strengthen the sector’s capabilities, enhance perfor-

mance, support product diversification while maintaining quality, and create employment opportunities through

increased private sector contribution [29]. According to the Minister of Environment, Water and Agriculture and

Chairman of SAGO, this privatization will improve services provided to citizens and yield employment opportuni-

ties, contributing to a thriving and sustainable economy [29].

These changes reflect Saudi Arabia’s commitment to modernizing its food security infrastructure while adapting

to global best practices. By balancing government control of strategic reserves with increased private sector in-

volvement, the Kingdom aims to enhance efficiency, reduce costs, and improve overall food security resilience.

The evolving landscape of grain management in Saudi Arabia presents both opportunities and challenges. While

increased private sector participation can drive innovation and efficiency, it also requires robust regulatory frame-

works to ensure that national food security objectives are met. As this transition continues, close monitoring
and adaptive policies will be crucial to achieving the optimal balance between government oversight and mar-
ket-driven solutions in the grain sector.

Future Outlook and Recommendations

To further enhance food security through strategic wheat storage, Saudi Arabia should consider the following

recommendations based on current trends and projections:

- Expanding silo capacity to accommodate at least 12 months of domestic consumption, which would require an

additional 1.5 million tons of storage capacity [33].

- Investing in research and development of drought-resistant wheat varieties suitable for local cultivation, with

potential yield increases of up to 20% under arid conditions [34].

- Strengthening regional cooperation within the Gulf Cooperation Council for shared grain storage and distribu-

tion networks, potentially reducing overall storage costs by 18% through economies of scale [35].

- Implementing more robust public-private partnerships to encourage investment in silo infrastructure and man-

agement, with the potential to attract $1.5 billion in private sector investments over the next decade [36].

- Developing a comprehensive digital twin of the national silo network to optimize operations and predict main-

tenance needs, potentially improving overall efficiency by 25% [37].

Saudi Arabia’s strategic focus on wheat silos as a cornerstone of national food security demonstrates foresight and

commitment to safeguarding its population against potential food crises. The Kingdom'’s investments in modern

storage facilities, technological innovations, and international cooperation have positioned it well to meet the
food security challenges of the 21st century.

As global uncertainties persist, the role of wheat silos in ensuring a stable and secure food supply for Saudi Ara-

bia cannot be overstated. With continued investment and innovation in this critical infrastructure, Saudi Arabia

is not only enhancing its own food security but also setting a valuable example for other nations facing similar
challenges.

The future of food security in Saudi Arabia and beyond will depend on the ability to adapt to changing climatic

conditions, leverage cutting-edge technologies, and foster international cooperation. By maintaining its focus

on strategic grain storage and continuing to innovate in this field, Saudi Arabia is well-positioned to navigate the
complexities of global food security in the decades to come.






Section four of UBT Economic Review highlights a groundbreaking
economic discovery or achievement by a Saudi corporation, showcasing
the innovative strides and advancements made within the country’s
business landscape. The section delves into the details of this noteworthy
development, shedding light on its significance and impact on the local
economic scene.

Economic Achievement
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Fortifying Saudi Arabia’s Food Security: The Strategic
Role of Modern Wheat Silos in National Resilience

In the arid landscape of Saudi Arabia, food security stands as a paramount national concern. As the Kingdom
grapples with a growing population, projected to reach 40 million by 2030 [6], and the challenges posed by cli-
mate change and water scarcity [7], ensuring a stable food supply has become increasingly critical. At the heart
of this effort lies the wheat silo industry, serving as the backbone of Saudi Arabia’s wheat storage system and
playing a pivotal role in safeguarding the nation’s food security.

The Strategic Importance of Wheat Silos

Wheat, a foundational element of the Saudi diet, necessitates a robust infrastructure to guarantee its availability
throughout the year. Wheat silos in Saudi Arabia serve multiple crucial functions:

1. Storage: Silos provide secure, controlled environments for storing large quantities of wheat, protecting it from
spoilage due to pests, rodents, weather elements, and improper handling. The Food and Agriculture Organiza-
tion (FAO) reports that proper silo storage can reduce post-harvest losses by up to 15% [8].

2. Preservation: Modern silos equipped with advanced temperature and humidity control systems can signifi-
cantly extend the shelf life of wheat. Studies have shown that maintaining optimal storage conditions in silos can
extend wheat shelf life by up to 12 months [9].

3. Strategic Reserves: Silos enable the government to maintain strategic wheat stockpiles. This buffer stock acts
as a safety net during unforeseen circumstances, such as global food crises, natural disasters, or trade disruptions.
The FAO recommends a minimum safe reserve level for wheat of three months of national consumption [10].

4. Food Security: A well-developed silo network strengthens Saudi Arabia’s food security posture by ensuring a
steady supply of wheat, contributing to price stability, and preventing food shortages.

Fig. 1. Saudi Arabia’s wheat production, supply, and demand from 2021/2022 to 2023/2024.

Saudi Arabia Wheat Production, Supply, and Demand (2021/2022 - 2023/2024)
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Fig. 1. - Saudi Arabia’s wheat production, supply, and demand trends (Source: USDA Saudi Ara-
bia: Grain and Feed Semi-Annual [14])
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Current State of the Saudi Wheat Silo Industry

The Saudi government, recognizing the strategic importance of the wheat silo industry, has invested heavily
in its development. As of 2022, the Saudi Arabian Grain Organization (SAGO) reported a total storage capacity
exceeding 3.2 million tons [11]. This network of modern silos is strategically located across the country to ensure
efficient wheat distribution to population centers and consumption hubs.

Key regions with significant silo storage capacities include:

- Red Sea Coast: Jeddah, the Kingdom’s main port city, houses a significant portion of silo storage capacity due to
its role as a major entry point for wheat imports [15].

- Eastern Province: Dammam, a major industrial center, and surrounding areas boast a network of silos catering
to the high wheat consumption in the region.

- Central Region: Riyadh, the capital city, and surrounding areas have silo facilities to ensure a steady supply of
wheat to the country’s most populous region.

Table 1: Silo Storage Capacity Distribution in Saudi Arabia (Estimated)

Region Percentage of Total Storage Capacity

Red Sea Coast | 35%

Eastern Province| 30%

Central Region [20%

Northern Region| 10%

Southern Region| 5%

Table 1 - Estimated distribution of silo storage capacity across Saudi Arabia

Key Stakeholders in the Saudi Wheat Silo Industry

1. The Saudi Arabian Grain Organization (SAGO): As the primary government agency responsible for food secu-
rity, SAGO plays a central role in managing the wheat silo network. It oversees procurement, storage, and distri-
bution of wheat throughout the country [4]. SAGO maintains its own silo facilities and collaborates with private
companies for additional storage capacity.

2. Private Sector Companies: Numerous private entities operate and manage silo facilities in Saudi Arabia. These
companies contribute significantly to the overall storage capacity and operational efficiency of the industry [5].
Some prominent players in the Saudi silo industry include:

. The Saudi Agricultural and Livestock Investment Company (SALIC)
. Al-Jazeera Grain Company
. Abdullah Al-Dawood Group

Wheat Production and Trade in Saudi Arabia
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Understanding the wheat production and trade dynamics is crucial for assessing the role and effectiveness of the
silo industry. Here’s an overview of the current situation:

Domestic Production

For MY 2024/25, domestic wheat production is estimated at 1.5 million metric tons (MMT), an increase of 25%
from the previous year's 1.2 MMT. The production area is estimated at 250,000 hectares with yields of 6 MT per
hectare.

Consumption

Total wheat consumption for MY 2024/25 is projected at 4.75 MMT, up approximately 5% from the previous year.
This increase is driven by demand from the food service sector, particularly due to ongoing construction projects
and increased tourism.

Imports

SAGO is currently the exclusive importer of subsidized food grade wheat in Saudi Arabia. For MY 2023/24, SAGO
issued five wheat tenders to import a total of 3.73 MMT. Imports for MY 2024/25 are forecast at 3.9 MMT.

Table 1: Silo Storage Capacity Distribution in Saudi Arabia (Estimated)

Shipment Arrival Date||Quantity in MT (12.5% protein)|{Average per MT CFR Price

Feb — May 2024 1,353,000 $284.57

Jan - May 2024 355,000 $290.20

Aug - Dec 2023 355,000 $302.90

Sep - Oct 2023 624,000 $261.76

July - Aug 2023 1,043,000 $316.86

Total 3.73 MMT Average price per MT = $291.26

Table 2 - GFSA wheat purchase tenders for MY 2023/24, showing shipment arrival dates, quanti-
ties, and average prices

Strategic Reserves

SAGO owns and operates silo complexes with a total storage capacity of 3.45 MMT as of 2020. Under normal con-
ditions, SAGO maintains strategic wheat reserves equal to four months of consumption.
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Figure 2: Saudi Arabia’s Wheat Storage Capacity Expansion Plan (2020-2025)
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Fig. 2. - Saudi Arabia’s planned wheat storage capacity expansion (Source: Ministry of
Environment, Water, and Agriculture [2])

Analysis of the Saudi Wheat Silo Industry
Strengths

1. Government Support: The Saudi government’s commitment to food security translates into strong support for
the silo industry. This ensures continued investment in infrastructure development and modernization. SAGO’s
budget allocations for silo construction and maintenance reflect this commitment, with investments aimed at
expanding capacity and incorporating advanced storage technologies [12].

2. Strategic Location: Silos are strategically positioned across the country, ensuring efficient distribution of wheat
to population centers and consumption hubs. This minimizes transportation costs and enhances overall supply
chain efficiency.

3. Modern Technology: Many silo facilities utilize advanced technology for temperature and humidity control,
oxygen depletion systems for pest control, and automated loading and unloading systems. These technologies
minimize storage losses and maintain grain quality [13]. Examples of such technologies include:

. Aerated storage systems: These systems use controlled airflow to maintain optimal temperatures and
prevent moisture buildup within the silo, further extending the shelf life of wheat.

. Continuous flow monitoring systems: Real-time monitoring of grain temperature and humidity allows for
proactive management and prevents spoilage.

. Automated fumigation systems: These systems ensure safe and efficient pest control without compro-
mising grain quality.

Weaknesses
1. Infrastructure Gaps: While significant progress has been made, there may be potential gaps in silo storage
capacity in certain regions, particularly in areas experiencing rapid population growth. This can lead to logistical

challenges during peak demand periods. To address this, SAGO has outlined plans for further silo construction
projects in strategic locations [16].

MAR.24 | ISSUE.06
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2. Technical Expertise: While the industry has made strides in adopting modern technologies, there may be a
need for further investment in upskilling the workforce on operating and maintaining these advanced silo sys-
tems. This can ensure optimal utilization of technology and minimize potential operational issues.

3. Integration with Transportation Network: The efficiency of the silo network is closely linked to the transporta-
tion infrastructure. Streamlining logistics and transportation routes can further enhance the efficiency of wheat
distribution from silos to flour mills and bakeries across the country.

Opportunities

1.Diversification of Wheat Sources: Saudi Arabia relies heavily on a few key wheat producers for its imports. Diver-
sifying import sources can mitigate risks associated with potential disruptions in specific regions. This can involve
exploring partnerships with new wheat-producing countries and establishing strategic reserves in overseas lo-
cations.

2. Investment in Domestic Wheat Production: While geographically limited, Saudi Arabia has ongoing efforts to
increase domestic wheat production through initiatives like utilizing drought-resistant wheat varieties and op-
timizing irrigation methods. Encouraging and supporting these initiatives can decrease reliance on imports and
strengthen food security in the long term.

3. Public-Private Partnerships: Fostering public-private partnerships can leverage private sector expertise and
resources for further development and modernization of the silo network. This can involve joint ventures for silo
construction projects, technology adoption, and operational optimization.

4. Research and Development: Investing in research and development of innovative storage technologies can

further improve efficiency and minimize storage losses. This can include exploring new methods for pest control,
grain preservation techniques, and automation within silo operations.

Figure 3: Saudi Arabia Wheat Silo Market Forecast (2021-2026)
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Fig. 3 - Projected growth of the Saudi wheat silo market (Source: Market Research Future [9])
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Challenges

1. Climate Change: The changing climate can pose challenges to the silo industry. Rising temperatures can neces-
sitate additional investments in temperature control systems within silos to maintain optimal storage conditions.
Additionally, potential water scarcity can impact the viability of domestic wheat production efforts.

2. Global Food Price Fluctuations: The global market for wheat is subject to price fluctuations due to various fac-
tors. This can necessitate strategic management of stockpiles by SAGO to ensure price stability for consumers.

3. Geopolitical Instability: Geopolitical instability in key wheat-producing regions can disrupt supply chains and
lead to potential shortages. Maintaining diplomatic relations and exploring alternative sources are crucial to mit-

igate these risks.

Table 3: Top Wheat Suppliers to Saudi Arabia (2021)

Country Percentage of Saudi Wheat Imports

United States|28%
France 22%

Argentina 17%
Kazakhstan [15%
Ukraine 12%
Others 6%

Table 3 - Major wheat suppliers to Saudi Arabia in 2021

Market Trends and Future Prospects
The Saudi wheat silo industry is poised for significant growth in the coming years, driven by several factors:

1. Government Focus on Food Security: The government’s emphasis on achieving self-sufficiency in wheat pro-
duction is a key driver, with various initiatives and subsidies in place to support the industry’s growth. The Min-
istry of Environment, Water, and Agriculture has launched several programs to encourage the construction and
modernization of wheat silos, including subsidies and low-interest loans [6].

2. Growing Population and Demand: The increasing population and changing dietary preferences are expected
to boost demand for wheat and wheat-based products, driving the need for increased storage capacity. The Sau-
di population is projected to reach 39.5 million by 2030, up from 34.2 million in 2020 [7].

3. Technological Advancements: Ongoing investments in advanced technologies, such as automated handling
systems and real-time monitoring, are improving efficiency and reducing costs in the silo industry.

Despite these positive trends, the industry faces challenges such as high construction costs, limited land availabil-
ity, and competition from imported wheat. However, the overall outlook remains positive, with market research
projecting that the Saudi wheat silo market will grow at a CAGR of 5.2% during the period 2021-2026, reaching a
value of SAR 2.5 billion ($667 million) by 2026 [9].
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Figure 4: Saudi Arabia’s Population Growth Forecast (2020-2030)
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Fig. 4. - Saudi Arabia’s projected population growth (Source: United Nations Population Division [7])

Recommendations for Further Development

To further strengthen Saudi Arabia’s wheat silo industry and bolster national food security, the following recom-
mendations are proposed:

1. Continued Government Support: Sustained government investment in silo infrastructure development, tech-
nological advancements, and capacity expansion is essential to maintain a robust wheat storage system.

2. Public-Private Collaboration: Fostering public-private partnerships can leverage expertise and resources for
silo network optimization, technology adoption, and operational efficiency.

3. Diversification Strategies: Diversifying wheat import sources and exploring opportunities for increased domes-
tic production can bolster food security and reduce reliance on external suppliers.

4. Investment in Research and Development: Research and development efforts focused on innovative storage
technologies, pest control solutions, and automation can further improve efficiency and minimize storage losses.

5. Workforce Development: Upskilling the workforce on operating and maintaining advanced silo systems is cru-
cial to ensure optimal utilization of technology and minimize operational issues.

6. Enhanced Integration with Transportation Infrastructure: Improving the connectivity between silos, ports, and
consumption centers can enhance overall supply chain efficiency.

7. Climate Resilience Planning: Developing strategies to adapt silo operations and wheat storage practices to po-
tential climate change impacts, including investing in energy-efficient cooling systems and exploring drought-re-
sistant wheat varieties.
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8. International Cooperation: Fostering partnerships with other countries for knowledge exchange on best prac-
tices in silo management and wheat storage technologies.

The wheat silo industry plays an indispensable role in safeguarding Saudi Arabia’s national security by ensuring
a stable and secure supply of wheat, a vital component of the nation’s food security strategy. The government’s
commitment to expanding storage capacity, coupled with investments in modern technologies and strategic
planning, has positioned Saudi Arabia to meet the growing wheat demand of its population.

However, challenges remain, including the need for continued infrastructure development, climate change ad-
aptation, and supply chain optimization. By addressing these challenges and capitalizing on opportunities for
growth and innovation, Saudi Arabia can further strengthen its wheat silo network and solidify its position as a
food-secure nation.

As the Kingdom continues to prioritize self-sufficiency in wheat production and storage, the wheat silo industry
will remain a key focus area for both government and private sector investment. The successful development
and management of this critical infrastructure will play a pivotal role in ensuring food security, price stability, and
economic resilience for Saudi Arabia in the years to come.
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Global Food Security Landscape (as of June 2024)
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Efficiency, Population, Technology, and Nutrition in Saudi Arabia
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Saudi Wheat Silo Market Forecast (2021-2026)
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