
 
 

Short Term Pain, Long Term Opportunity 

Christopher H. Johnson, Wednesday, June 17, 2020, 4 pm AST 

https://www.youtube.com/watch?v=SEaKBPfCJUk, starting at 13 
 

Confessions of a Long-Term Expat 

I first arrived in Jeddah in 1978, and have lived in Saudi Arabia for 20 of the past 40 
years. 

I’ve also lived in Germany, South Africa, Morocco and Canada, as a foreign service child. 

The U.S. is currently heavily focused on racial justice; from my own perspective as a 
third culture child, one thing I like about Saudi Arabia is the multicultural environment that 
it offers, hosting some 10 million expatriates from every country. 

Looking only at our law firm, our professionals represent eight countries in the Middle 
East, Africa, South and Central Asia, China and South America. We’re privileged to be 
stimulated daily by real cultural and professional diversity, which we view as our great 
strength as a legal team. 

Short Term Pain 

More so than most, Saudi Arabia has been disproportionally impacted by current crises 
not only in health, but also in revenues from oil, for which global demand has fallen 20%. 

These challenges are no respecters of persons or borders; the Kingdom is only 
beginning to flatten the contagion curve, and to adapt to new economic realities.  

On the plus side, the Kingdom is fortunate to hold $320 billion in sovereign wealth, and 
$470 billion in central bank reserves; debt at $193 billion remains modest, 25% of GDP. 
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The crisis has accelerated economic and social reforms in Vision 2030, which seeks to 
diversify, deregulate and privatize an oil-driven rent-seeking economy, while modernizing 
society. 

I’ll address current challenges, programs, achievements and opportunities, focusing 
particularly on healthcare and economic issues. 

Business Impact 

Given such heavy challenges, no industry has benefited; experience has ranged from 
neutral to deeply negative. 

Transportation, hospitality, entertainment and media have been most severely impacted; 
least severely, food and consumer goods; and moderately, energy and healthcare. 

The need for healthcare reform has been highlighted, in distance medicine, digitizing and 
sharing of information between labs and policymakers, monitoring and diagnosis, and a 
shift in focus from service to prevention.  

While working from home has been widely embraced, this is less true here; the coin of 
the realm here is trust, which is more relational than transactional, thriving best in face-
to-face interaction. Productivity during the closedown at least for us took a serious hit, 
and the reopening of offices has been hugely welcome by all. 

Long Term Opportunities 

The IMF predicts a particularly strong rebound in emerging markets, and longer term 
weakness in developed markets, citing strong government balance sheets, improving 
governance and promising opportunities, all evident here in Saudi Arabia. 

We were shocked when oil prices fell into the negative range in the U.S. in April, though 
Brent crude has doubled since then; at $40 plus or minus, it remains down 37% for the 
year.  

JPMorgan predicts a 5 million bpd drop in supply, in the wake of closures and 
cancellations of expensive non-OPEC projects, a gap that Saudi oil could more naturally 
fill, based on abundance of both reserves and available surplus capacity and lower 
costs.   

At a time when OPEC+ cutbacks have limited Saudi market potential, the Kingdom could 
abandon its role as oil market’s central bank, to focus on market share and profits as 
occurred in the mid-1980s. While this could marginalize OPEC at least temporarily, it 
could better serve Saudi national interests. 

Saudi oil is 

• abundant, with 267 billion barrels representing 24% of the global total, 90 years’ 
production at current rates; 



• available, with capacity of 12.5 million bbd; 
• cheap to produce and transport, well under $10 per barrel; and 
• positioned for expanded production and market share as economies recover. 

Policy Response. 

As elsewhere, the biggest challenge has been to properly balance health and economic 
concerns. 

Public health is of course paramount, though economic well-being is also a health issue, 
impacting public confidence and morale. 

Saudi authorities have applied an effective package of business loans, salary subsidies, 
and relaxation of labor rules allowing salary and payroll cutbacks in some cases. 

The crisis has forced a newfound public/private collaboration, in the face of a common 
enemy.   

For example, while business will be challenged to absorb a tripling of VAT to 15%, an 
announced increase in customs has been suspended, in the face of substantial 
pushback from business.   

Global Trends. 

As a committed free trader, I was blindsided by a global trend towards nationalism and 
protectionism, including most surprisingly to me in my own country the United States. 

Saudi Options. 

Saudi Arabia faces similar choices between globalization and protectionism in its trade, 
investment, localization, labor and immigration policies. 

While the Kingdom’s response has yet to be clearly communicated, a likely scenario is to 
double down on Vision 2030, with a focus on open markets and a leading role for foreign 
investment. 

Saudi Arabia has its own compelling reasons to embrace free trade, with heavy 
dependence on oil and petrochemical exports, and food imports. 

In joining the WTO in 2006, the Kingdom embraced free trade, national treatment and a 
privatized and deregulated economy.  

Vision 2030 takes this a step further, pivoting from rent-seeking to free market principles 
of privatization, deregulation, entrepreneurship and diversification. 



The plan borrows from Silicon Valley, where entrepreneurial geniuses from around the 
world together build a digitized, hightech future.   

In this spirit, and in addition to building its own human capital, the Kingdom is issuing 
generous Entrepreneurship Licenses for foreign investors; while I understand the 
importance of prioritizing opportunities for Saudis where this makes sense, at senior level 
of innovation and leadership the best way to achieve the successes of Silicon Valley is to 
follow its talent recruitment model, by welcoming expats from every country at senior 
innovation, technological and professional levels. 

Ease of Business 

Vision 2030 focuses heavily on ease of business, including e-government online 
registrations, licenses and visas, huge improvements over the old system. 

The crisis has also brought us webcam court hearings, online submissions, streamlined 
notarization, among other improvements. 
 
Social Model 

The crisis coincided with major social advances, including cinemas, gender 
desegregation, and curtailing of religious police.   

During lockdowns and curfews, mosques were closed and stores remained open through 
prayer times, all widely accepted.   

Regional trends similarly look away from the sectarian and confrontational spirit of 1979 
to a more progressive spirit of 2011 emphasizing economic opportunity, social 
modernization and geopolitical peace and prosperity, for example in Sudan and Algeria. 

Concluding Reflections 

Many imponderables remain: when will we find a vaccine, how will the crisis resolve, will 
old habits return, have things changed permanently? 

In this context, I cite the wisdom of Mark Twain:  

“It’s dangerous to make forecasts, especially about the future.”  

The Kingdom could come out a big winner in oil markets, expanding market share and 
maximizing revenues while becoming a diversified, modernized and globalized 
powerhouse; the choice will not be easy, and anyone who gambles too heavily on likely 
outcomes takes a big risk. 

Regarding opportunities for foreign investors, a business whiz kid of his day Victor 
Rothschild:  



“The time to buy is when there’s blood in the street, even if it’s your own.” 

While again there is no crystal ball to reveal things to come, business here is confident 
that new models and revenue sources will with time and patience emerge, offering rich 
investment opportunities.  Given its hunger for modernization in all sectors and the 
abundance of relevant and dynamic new technologies from abroad, the opportunities for 
industrial, commercial and technological arbitratrage are huge. 

Finally, in discerning opportunity amidst uncertainty, from Louis Pasteur:  

“Luck favors the prepared mind.”  
  

COVID-19 

• Status: Saudi Arabia reports as of June 22 

o 3,379 new cases daily, the greatest number in Riyadh followed by 

Jeddah. 

o 157,612 cases total, 55,215 active (population 34 million);  

o 101,130 recoveries;  

o 1,267 deaths;  

o 1,271,833 tests; and 

o After a rise in recent weeks, numbers appear to be in decline. 

• Contagion Risk Management: The Saudi Authority for Data and Artificial 

Intelligence, in cooperation with the Ministry of Health, has launched 

the Tabaud (“Distancing”) mobile app to alert users if they are near someone 

registered as having coronavirus.  

• Tests: 21 new drive-through test centers operate across the Kingdom. 

  

Restrictions and Enforcement 

• Free at Last: The curfew and many restrictions were lifted Sunday, allowing 

most if not all economic activities to resume. International air travel, including for 

Umrah, remains suspended, social distancing guidelines remain in place, and 

gatherings of 50+ are prohibited (see here). The Ministry of Commerce also 

continues to carry out price and other compliance inspections. 

o Tourism: Domestic tourism may resume to accommodate citizens.  

o Protocols: For a full list of preventative protocols for different sectors, 

see here. 

• Work camps: Gatherings of 5+ workers not living together risk fines of SR5,000 

per person, SR10,000 for repeat offenses. Organizers risk SR50,000 in fines for 

a first time offense, SR100,000 for a second, and foreigners face deportation. 
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Public facilities hosting prohibited events may be closed for three months for a 

first offense, six for a second. 

• Public Sector: The public sector will operate at 75% capacity, with three shifts 

starting at 7:30 am, 8:30 am and 9:30 am.    

  

Government Aid 

• Industrial support package: The Saudi Industrial Development Fund has 

announced a $1 billion stimulus package to provide credit to over 500 small and 

medium-sized industrial companies. 

  

Corporate / Employment 

• Summary: For earlier reports, see here. 

• SANED: GOSI has announced the days to apply for the SANAD program for 

companies and employees with deadlines of June 19 for companies and June 22 

for employees, to qualify to receive their July payments at the beginning of July; 

those who apply later will receive payments early August. 

• Foreign Business Councils: The General Authority for Foreign Trade will issue 

regulations to boost foreign trade and coordinate a coronavirus response.  

• Jeddah Chamber: The Jeddah Chamber of Commerce has formed 10 sectoral 

committees to advise on growth.  

• Customs Fees: Customs fees originally announced for June 15 have been 

deferred, though not the tripling of VAT to 15% which will be implemented 

in July.  

• Outdoor Work: Workers may not be compelled to work outdoors from 12-3 pm 

from June 15 to September 15, 2020. 

  

Visas / Repatriation 

• Summary: For earlier developments, see here. 

• Embassies: The embassies of Yemen and the Philippines have closed due to 

coronavirus among staff. 23,000 Filipino workers are currently displaced in 

the Kingdom. 

  

Law 

• Intellectual Property: The Saudi Authority for Intellectual Property has blocked 

231 websites for piracy.  
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• Corruption: 127 anti-corruption cases were initiated in the past month. 

• Counter-Terrorism Law Amended: The counter-terrorism law has been 

amended to allow Public Prosecution to temporarily release detainees under 

certain criteria. 

  

Economy  

• Competitiveness: Saudi Arabia ranks 24th among 63 most competitive 

economies, up 36 places from 2019; 12th in venture capital availability; and 15th 

in ease of starting a business. 

• Sovereign Wealth: 

o Jio investment: The Public Investment Fund (PIF) is investing $1.5 

billion in India’s digital services company Jio Platforms. 

o BT Group investment: The PIF is reportedly investing in British 

telecommunications company BT Group by buying shares on the 

public market.  

• Amazon: Amazon has rebranded its e-commerce subsidiary Souq.com. 

• Energy: Energy efficiency is improving through investments in renewables 

and hydrocarbons. 

• Oil: Prices stand on June 22 at $42.41 pbb for Saudi oil (Arab Light) and $39.75 

pbb for West Texas Intermediate. 

o Market Share: Saudi Arabia’s share of global oil production is at its 

highest level since the 1980s; demand attrition may attain 3 million bpd 

this decade, to the Kingdom’s benefit as marginal producers fade. 

o Exports: Saudi Arabia’s oil exports to the U.S. have fallen dramatically, 

just one tanker so far in June. Exports to China have also declined, while 

exports to India and Japan have increased.  

o OPEC: OPEC predicts global oil demand to drop by 6.4 million bpd in the 

second half of 2020 compared with last year’s levels. 

  

GCC 

• UAE: 

o Travel: UAE citizens / residents may travel to authorized destinations 

from June 23. 

o Incentives: 227 economic initiatives have been approved in the last 

three months. 

• Qatar:  

o American Embassy: Greta Holtz is the new U.S. Ambassador to Qatar. 

o Al Udeid Air Base: The US Air Force has awarded a $525 million 

contract to expand Al Udeid Air Base.  
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• Kuwait:  

o Curfew: Kuwait reduced curfew to 7 pm - 5 am, as part of a 5-stage 

reopening plan. 

• Bahrain: 

o Relief: Bahrain will spend an additional $470 million to combat 

coronavirus impacts. 

• Oman:  

o Oil Storage: Oman is constructing Ras Markaz Crude Oil Park, the 

largest oil facility in the Middle East, with capacity of 25 million barrels 

of oil.  

  

Geopolitical 

• Yemen: Violence surged in Yemen after expiry of a six-week truce, with the 

Saudi coalition intercepting a missile over Najran. 

• Qatar: A WTO panel charged Saudi Arabia with breaching intellectual property 

laws by allowing piracy of a Qatari sports broadcaster. 

  

Other 

• Miscellaneous: For earlier developments, see here. 

• Tourism: Saudi Arabia plans a $4 billion Tourism Development Fund to boost 

the sector. 

• Hajj: Authorities allegedly plan to either scale back or cancel the Hajj in 2020. 

• Public library cultural hubs: Public libraries will become cultural hubs, with 153 

new ones planned in the coming decade. 

 

Resources 

• Previous newsletters 

• Force Majeure 

• Ministry of Health dashboard 

• Chamber of Commerce Global Policy Dashboard 

• Ministry of Investment Guide to Business Continuity 

• US Embassy in Saudi Arabia 

• US State Department travel information 
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We will be happy to provide more specific advice in the context of particular 
circumstances, concerns, and priorities; please let us know. 
 

Christopher H. Johnson, Managing Attorney  

 

 

Disclaimer: While the above information was gathered from sources believed to be 
accurate at the time, we cannot be responsible for errors due to human or technical error.  
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