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Saudi Arabia is one of the world’s most water scarce countries; just 1% of its
land mass is suitable for agriculture. Meanwhile, per capita income is the highest
in the EM10—twelve times greater than India’s. This, coupled with population growth
and altering dietary patterns is placing immense strain on domestic food security.
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Local production is buckling, forcing reliance on often volatile global agricultural trade markets. Poultry consumption in 2012 is likely to be 800,000
tonnes higher than local production, while wheat production will be deficient by 1.8
million (m) tonnes. Saudi Arabia’s barley imports account for around 40% of global
barley trade. To protect renewable water reserves, the Saudi government is phasing
out local wheat production—necessitating elevated imports. Meanwhile, volatile
global soft commodity prices—especially since 2008—exemplify the threat for food
importing nations.
The Saudi government is seeking external sources of food production. Under
the King Abdullah Initiative for Saudi Agricultural Investment Abroad, Saudi agribusiness investors are provided with credit and strategic support to invest in foreign farmland. A core principle of the initiative is that the investor must have the right to export
at least half of the farmed produce to Saudi Arabia.
Geographical proximity and the abundance of under-utilised farmland has focused Saudi Arabia’s attention on Africa. Saudi investors have reportedly planned
or concluded investments covering 800,000 hectares (ha) of land in Africa
(accounting for almost 70% of all large deals struck by Saudi firms globally). Countries in the Nile River Basin, primarily Egypt and Sudan, have been prioritised. In one
deal, Saudi Star is looking to expand its current 10,000ha farming operation in Ethiopia to incorporate a further 290,000ha in the country’s fertile Gambela region.
For African countries courted by Saudi agribusiness firms, a clear appreciation
of the value of the asset on which they rest is essential. Under-selling of agricultural assets (both land and water) remains a profound threat. Meanwhile, the social
strains brought about by the relocation of local inhabitants has the potential to be
deeply destabilising.
Yet, leveraged effectively, Saudi capital could provide critical support in the
elevation of African agricultural productivity. Meanwhile, for African exporters of
agricultural goods, Saudi Arabia, and indeed the wider Gulf region, will be an increasingly key market. In 2011, Egypt exported almost USD450m worth of fruit, nuts,
vegetables and dairy products to Saudi Arabia. In the same year Saudi Arabia imported USD120m worth of coffee from Ethiopia, and, in 2010, imported roughly
USD230m and USD125m worth of live animals from Sudan and Somalia, respectively.

Please refer to the disclaimer at the end of this document.

Since May 2009, we have been
scripting a monthly report on BRIC
and Africa relations. This focus has
been necessary, particularly given
China, India and Brazil’s dramatic
(though varied) advances on the
continent. Yet, increasingly, reference to BRIC-Africa relations falls
short in explaining the broad sweep
of new partnerships Africa has
forged over the course of the past
decade. As such, the BRIC and Africa series will henceforth become
the EM10 and Africa series, allowing
an incorporation of wider developments shaping Africa’s course. This
is the fourth report in the EM10 and
Africa series.
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Saudi Arabia’s population is expected to increase
from 27.4m today, to 45m by 2050. Today, half of the
population is younger than 25 years old.
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Figure 2: Saudi exports to South Africa and Egypt, 2011
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Figure 3: Per capita income is the highest in the EM10
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Relatively robust economic growth, as well as a rising, youthful, and more affluent population is elevating per capita food
consumption in Saudi Arabia. Several indicators bear testimony to these alterations:
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Saudi Arabian imports from Africa last year totalled approximately USD3.2bn—with roughly 60% coming from Egypt
(USD1.9bn), with a further 12% from South Africa
(USD360.4m). Imports from Egypt were fairly diverse, consisting of iron and steel (and articles of iron and steel) (30%);
edible fruit and nuts (9%); dairy products (7%); vegetables
(7%); and electrical and electronic equipment (7%). Overall,
given the weight of Saudi Arabian oil exports to Africa, the
country ran an overall trade surplus with the continent of
approximately USD9.4bn last year.
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Roughly two-thirds of Saudi Arabian exports to Africa were
channelled to South Africa (USD4.4bn) and Egypt
(USD2.5bn) in 2011. Of exports to South Africa, over 80%
(USD3.9bn) consisted of crude oil, with just 5% (USD247m)
consisting of organic chemicals, 3% of plastics and articles
of plastic (USD130m) and fertilizers (USD135m), respectively. A similar map, though with a stronger leaning to Saudi
Arabian exports of plastics and articles of plastics
(USD610m) is true for Egypt (Figure 2).
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Briefly considering Saudi Arabia-Africa trade relations provides comparative context. Last year, Saudi-Arabia’s trade
with Africa trade amounted to approximately USD15.8bn,
meaning that Saudi Arabia was Africa’s sixth-largest EM10
trade partner (Figure 1). Saudi exports to Africa amounted to
USD12.6bn last year, and consisted mostly of mineral fuels
(predominantly crude oil) and, to a lesser extent, plastics.
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Saudi Arabia’s rising, more affluent population is giving rise
to a steady elevation in food demand. Meanwhile, the country’s ability to meet this demand sector is waning, primarily
due to a critical shortage of renewable water reserves. It is in
this context where connections to Africa become pronounced. As pressure continues to build on the globe’s ability to produce affordable food for its growing population, partnerships with relatively under-farmed countries, the bulk of
which are in Africa, will be critical. Saudi Arabia’s intentions
in this regard are clear—and form the crux of their inclusion
in the EM10.

Figure 1: EM10-Africa trade, Saudi Arabia sixth
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Figure 4: Saudi Arabia’s increasing appetite

USD20,200 this year—is the highest in the EM10,
double Turkey’s, twelve times greater than India’s
and almost four times greater than China’s (Figure 3).
Having stood at USD1,500 last year, per capita food
consumption is expected to swell by 40%, to
USD2,100 by 2016, well above many of Saudi Arabia’s emerging market peers (Figure 4). Total nominal
food consumption amounted to USD42bn last year,
and is likely to expand to USD66bn by 2016.
Meanwhile, consumer habits are also altering—
already, Saudi Arabia accounts for 75% of the Gulf’s
fast food consumption.
Total mass grocery retail sales amounted to
USD26bn last year, and are expected to increase by
70% to touch USD45bn by 2016 (BMI, 2012b).
In 2011, Saudi Arabia’s food, drink and tobacco imports totalled an estimated USD13.1bn—compared to
exports of USD2.5bn, forging a deficit of USD10.6bn.
By 2016 this deficit is expected to widen to
USD15.6bn as imports rise to USD18.1bn and exports contract to USD2.1bn (BMI, 2012b).
Meanwhile, local production is under strain
For the most part, rising Saudi food demand is not being met
by increased local production. With the exception of dairy
produce, there is a significant and growing gap between local production and consumption of key agricultural commodities. Local poultry production in 2012 is likely to be almost
800,000 tonnes lower than consumption, while wheat production will be deficient by around 1,800,000 tonnes and
corn by 1,880,000 tonnes (Figure 5).
These shortfalls are structural, created mostly by severe
limitations on Saudi Arabia’s agricultural sector brought
about principally by limited availability of arable land and
severe scarcity of renewable water. Just 1% of Saudi Arabia’s land mass qualifies as agricultural land. Meanwhile, in
line with the demographic adjustments outlined above, water
consumption has doubled since 2006—from 960bn gallons,
to 2,130bn gallons in 2012. Desalination plants do provide
around 3.4m cubic metres of water per day (much of which is
used for human consumption), but the process is costly and
energy-intensive (BMI, 2012c). Estimates also suggest that a
further increase in water consumption to 3,125bn gallons by
2016 is plausible (Figure 6). The Maplecroft Water Stress
Index ranks Saudi Arabia as the fourth-most water-stressed
country in the world (behind Bahrain, Qatar and Kuwait)
(Maplecroft, 2011).
These strains have driven the Saudi government to decide to
phase out local wheat production. By 2016, the government
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Figure 5: Shortfalls in key agricultural commodities
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Figure 6: Water tensions are mounting
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Unsurprisingly, agricultural imports from Africa are a defined
feature of bilateral trade with the continent: in 2011, Saudi
Arabia imported almost USD450m worth of fruit, nuts, vegetables and dairy products from Egypt, as well as USD120m
worth of coffee from Ethiopia, and around USD100m of fruit
and nuts from South Africa. And, in 2010, Saudi Arabia imported roughly USD230m and USD125m worth of live animals from Sudan and Somalia, respectively (Figure 8).
Attention is turning to new sources of agricultural production
Yet, relying on food imports exposes Saudi Arabia to global
volatility in supply, and price (Figure 9), especially as tight
food supply tends to result in countries reigning in exports.
As a means to offset this vulnerability, the Saudi government
is clearly looking to leverage its considerable resources
(official foreign exchange reserves officially stand at around
USD560bn) to invest in offshore agricultural production as a
means to ensure a long-term, reliable supply of staple commodities.
In order to support this drive, the Saudi government recently
established the King Abdullah Initiative for Saudi Agriculture
Investment Abroad, under which large Saudi agribusiness
firms are provided with credit, as well as strategic and logistical support to invest abroad. In addition to preserving domestic food security, the initiative aims to establish a strategic reserve of basic food commodities to meet Saudi Arabia’s needs and hedge against future food crises.
Factors considered in identifying suitable host countries for
agricultural investments include the availability of resources
and infrastructure, political and socio-economic stability, and
favourable relations with the Saudi government. Under this
initiative, bilateral government-to-government deals can be
struck which allow more fluid access for Saudi firms in target
markets. A guiding principle of the initiative is that the investor must have the right to export at least 50% of the farmed
produce to Saudi Arabia. The primary products targeted are
wheat, barley and corn, and the principally targeted countries

Figure 7: Imports will rise considerably
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Figure 8: Imports from Africa (2011), agriculture matters
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Figure 9: Price volatility harms net food importers
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will no longer purchase locally-grown wheat. As a result,
wheat production is likely to contract by almost 50% to
around 670,000 tonnes by 2015/16. Given profound local
production shortfalls, Saudi Arabia’s is principally turning to
trade avenues for reprieve. Already, Saudi Arabia imports
over 1m metric tonnes of rice per year, almost three times
more than China. Poultry imports of 680,000 metric tonnes in
2011 were only 20% less than total poultry imports into the
European Union. And barley imports of around 7m metric
tonnes in 2011 accounted for over 40% of global barley trade
for the year. According to the United States Department of
Agriculture (USDA), Saudi Arabia’s total wheat imports will
reach 2.5m tonnes in 2012/13, of which 1.8m tonnes will be
imported for human consumption. By 2020, Saudi Arabia is
expected to import over 3.3m metric tonnes of wheat per
year (Figure 7).

Cereals Price Index
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are Sudan, Egypt, Ethiopia, Turkey, Ukraine, Kazakhstan,
Philippines, Vietnam, and Brazil (Saudi Arabia Ministry of
Agriculture, 2010).
Large Saudi agribusiness firms have heeded the government’s call. In 2009, for instance, the Al Rajhi Group brought
together a range of other large Saudi agribusiness firms to
form a joint venture, Jenat, which aims to purchase between
150,000 and 200,000ha of overseas farmland, as well as the
Far East Agricultural Company, which is mandated to focus
on land for rice production in Asia (GRAIN, 2012).
And Africa takes centre stage
Geographical proximity and abundance of supply of underutilised arable land (see Africa Macro: Africa’s dormant resources potential. 7 October, 2011) has focused Saudi Arabia’s outward investment attention on Africa. While reliable
information quantifying the size of agricultural investments in
Africa is often elusive, according to a recent GRAIN database (which considered large—10,000ha or above—foreign
land deals), Saudi Arabia’s activity on the continent is pronounced, and focused. Indeed, of the total area of almost
800,000ha covered by concluded and planned Saudi investments in foreign farmland, almost 70% are in Africa (Figure
10). Strong correlations with the investment factors outlined
by the King Abdullah Initiative for Saudi Agriculture Investment Abroad, have meant that North, and to an extent East,
Africa have been prioritised. Some of the larger recorded
deals include:
Egypt: In 2007 the Egyptian government reportedly
signed an agreement with the Al Rajhi Group for a
project to produce wheat and feed crops for export to
Saudi Arabia on 10,000ha of land in the first phase—
increasing to 52,500ha in the second phase. Also in
Egypt, Jenat has invested USD18m to cultivate
10,000ha for barley, wheat and livestock feed.
Figure 10: Concluded land deals by Saudi firms

Ethiopia: The Ethiopian government’s ambitious
plans to lease an initial 3m ha of land to foreign investors have attracted the attention of Saudi firms.
Saudi Star, owned by Sheik al-Amoudi, has begun
farming on a 10,000ha plot it leased from the government in 2008 in the Gambela region. The company
has plans to lease a further 290,000ha of land in
southern Gambela. Saudi Star’s stated ambition is to
produce 1m tonnes of rice per year, as well as
maize, teff, sugarcane and oilseed.
Mali: Saudi company Foras International Investment
Co. (which acts as the investment arm of the Organization of the Islamic Conference) has reportedly
completed a pilot study on a 5,000ha plot it has under long-term lease in Mali’s Office du Niger. Foras
intends to expand land under lease in Mali to between 50,000-100,000ha as part of a wider bid to
cultivate rice on 700,000ha in various African countries.
Mauritania: In 2010, the Al Rajhi Group was reportedly granted 50,000ha of land by the Mauritanian
government. Al Rajhi is also said to be pursuing a
USD1bn aquaculture project with Saudi-based National Prawn Company in the country.
South Sudan: While details are limited, Norwegian
People’s Aid has reported that Saudi Prince Budr Bin
Sultan has signed a 25-year lease covering
105,000ha of land in Gwit at a cost of USD125,000
per year.
Sudan: The largest of several recorded deals in Sudan has been by Foras International Investment Co.,
which acquired an estimated 126,000ha of land in
Sennar State for the production of cereals. In another
Figure 11: Large Saudi agribusiness investments in Africa
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deal, in February 2010, Saudi Arabia’s National Agricultural Development Company (NADEC) announced
the acquisition of 42,000ha of land in the Nile province (The Al Rajhi Group is an investor in NADEC).
Zambia: Menafea Holdings, established by Al Rajhi
Group owner, Sheik Mohammed al-Rajhi, has announced plans to invest USD125m to develop a
5,000ha pineapple and fruit processing plant.
Other projects include a 10,500ha deal signed by Kingdom
Agricultural Development Holding (KADCO) in Egypt; as well
as three proposed or agreed projects by Foras International
Investment Company: a 2,000ha proposed deal to produce
rice in Mauritania; a 1,000ha USD100m investment in Nigeria; and a USD22m project to build a vertically-integrated
poultry farm in Senegal (GRAIN, 2012). While not a direct
investment in farmland, the recent (13 June, 2012) announcement of the USD2.4bn Saudi Arabia South African
Holdings (SASAH), which intends to jointly invest in farming,
mining and petrochemical opportunities, is notable.

Meanwhile, as the advance on African farmland intensifies,
policymakers should principally focus on ensuring domestic
food security, rather than viewing agriculture (as has traditionally been the case throughout much of the continent) as
a means to generate export revenue. For those countries
with sufficiently established agricultural sectors, and thus
able to expand on exports of select products, Saudi Arabia,
and indeed the wider Gulf region’s, rising demand should
provide clear new opportunities.

References
Business Monitor International (BMI). 2012a. Saudi Arabia
Agribusiness Report. Q3, 2012.
Business Monitor International (BMI). 2012b. Saudi Arabia
Food & Drink Report. Q3, 2012.
Business Monitor International (BMI). 2012c. Saudi Arabia
Water Report. Q2, 2012.

Conclusion

GRAIN. 2012. Land grab deals. January, 2012. Accessed
online at http://www.grain.org

The rationale for Saudi Arabia’s inclusion in the EM10 is
clear—acute shortages of water and rising demand for food
necessitate outward agricultural investments. With vast potential, Africa has absorbed much of this external focus—
with countries along the Nile River Basin clearly prioritised.
To be sure, Saudi Arabia is not the only foreign entity pursuing African farmland: it is estimated that a total of over 3m ha
of land has been leased out in Ethiopia, 5.6m ha in Sudan,
and 2.6m ha in South Sudan. However, the fact that Saudi
Arabia’s programme has accelerated rapidly, emboldened by
coherent government support, deserves attention.
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For African countries courted by Saudi agribusiness firms, a
clear appreciation of the value of the asset on which they
rest is necessary. Under-selling of agricultural assets (both
land and, perhaps more critically, water) remains a profound
threat. Meanwhile, as large tracts of land are sold or leased
off to foreign investors, the social strains brought about by
the relocation of local inhabitants has the potential to be
deeply destabilising. Attention focused on the negative ramifications, whether real or perceived, of foreign land acquisitions must be heeded.
Yet, an acknowledgement of the acute need for investment
in the sector must be a balancing force. Ensuring commensurate skills transfer to local communities, as well as that a
generous portion of crops produced by foreign-owned firms
in Africa are guaranteed for the local market, would aid.
Meanwhile, transparency in the manner in which land deals
are struck, and adequate consultation with affected local
communities, must be compulsory. Channelling investment
into agricultural infrastructure, particularly storage and trans-

6

port, would provide tremendous support.

Africa Macro

Saudi Arabia Ministry of Agriculture. 2010. King Abdullah’s
Initiative for Saudi Agricultural Investment Abroad: A Way of
Enhancing Saudi Food Security. Presentation by Dr. Abdullah A. Al-Obaid, Expert Group Meeting on “Achieving Food
Security in Member Countries in a Post-Crisis World”, Islamic Development Bank. 2/3 May, 2010.
The Oakland Institute. 2011. Understanding Land Investment
Deals in Africa: Saudi Star in Ethiopia. Land Deal Brief, June
2011.
United States Department of Agriculture (USDA). 2011. Long
-term Projections. February, 2011.

Insight & Strategy — 18 June 2012

Disclaimer
Certification
The analyst(s) who prepared this research report (denoted by an asterisk*) hereby certifies(y) that: (i) all of the views and opinions
expressed in this research report accurately reflect the research analyst's(s') personal views about the subject investment(s) and issuer(s) and (ii) no part of the analyst’s(s’) compensation was, is or will be directly or indirectly related to the specific recommendations
or views expressed by the analyst(s) in this research report.
Conflict of Interest
It is the policy of The Standard Bank Group Limited and its worldwide affiliates and subsidiaries (together the “Standard Bank Group”) that
research analysts may not be involved in activities in a way that suggests that he or she is representing the interests of any member of the
Standard Bank Group or its clients if this is reasonably likely to appear to be inconsistent with providing independent investment research. In
addition research analysts’ reporting lines are structured so as to avoid any conflict of interests. For example, research analysts cannot be
subject to the supervision or control of anyone in the Standard Bank Group’s investment banking or sales and trading departments. However, such sales and trading departments may trade, as principal, on the basis of the research analyst’s published research. Therefore, the
proprietary interests of those sales and trading departments may conflict with your interests.
Legal Entities
To U. S. Residents
Standard New York Securities, Inc. is registered with the Securities and Exchange Commission as a broker-dealer and is also a member of the FINRA and SIPC. Standard Americas, Inc is registered as a commodity trading advisor and a commodity pool operator with
the CFTC and is also a member of the NFA. Both are affiliates of Standard Bank Plc and Standard Bank of South Africa. Standard
New York Securities, Inc is responsible for the dissemination of this research report in the United States. Any recipient of this research
in the United States wishing to effect a transaction in any security mentioned herein should do so by contacting Standard New York
Securities, Inc.
To South African Residents
The Standard Bank of South Africa Limited (Reg.No.1962/000738/06) is regulated by the South African Reserve Bank and is an
Authorised Financial Services Provider.
To U.K. Residents
Standard Bank Plc is authorised and regulated by the Financial Services Authority (register number 124823) and is an affiliate of Standard Bank of South Africa. The information contained herein does not apply to, and should not be relied upon by, retail customers.
To Turkey Residents
Standard Unlu Menkul Degerler A.S. and Standard Unlu Portfoy Yonetimi A.S. are regulated by the Turkish Capital Markets Board (“CMB”).
Under the CMB’s legislation, the information, comments and recommendations contained in this report fall outside of the definition of investment advisory services. Investment advisory services are provided under an investment advisory agreement between a client and a brokerage house, a portfolio management company, a bank that does not accept deposits or other capital markets professionals. The comments
and recommendations contained in this report are based on the personal opinions of the authors. These opinions might not be appropriate
for your financial situation and risk and return preferences. For that reason, investment decisions that rely solely on the information contained in this presentation might not meet your expectations. You should pay necessary discernment, attention and care in order not to experience losses.
To Singapore Residents
Singapore recipients should contact a Singapore financial adviser for any matters arising from this research report.
Important Regional Disclosures
The analyst(s) involved in the preparation of this report have not visited the material operations of the subject company(ies) within the past
12 months.
Principal is not guaranteed in the case of equities because equity prices are variable.
Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that.
To the extent this is a report authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important
disclosures regarding any non-U.S. analyst contributors:
The non-U.S. research analysts (denoted by an asterisk*) are not registered/qualified as research analysts with FINRA. The non-U.S. research analysts (denoted by an asterisk*) may not be associated persons of Standard New York Securities Inc. and therefore may not be
subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst account. Each analyst (denoted by an asterisk*) is a Non-U.S. Analyst. The analyst is a research
analyst employed by The Standard Bank Group Limited.
General
This research report is based on information from sources that Standard Bank Group believes to be reliable. Whilst every care has been
taken in preparing this document, no research analyst or member of the Standard Bank Group gives any representation, warranty or undertaking and accepts no responsibility or liability as to the accuracy or completeness of the information set out in this document (except with
respect to any disclosures relative to members of the Standard Bank Group and the research analyst’s involvement with any issuer referred
to above). All views, opinions and estimates contained in this document may be changed after publication at any time without notice. Past
performance is not indicative of future results.

7
Africa Macro

Insight & Strategy — 18 June 2012

The investments and strategies discussed here may not be suitable for all investors or any particular class of investors; if you have any
doubts you should consult your investment advisor. The investments discussed may fluctuate in price or value. Changes in rates of exchange may have an adverse effect on the value of investments. This material is not intended as an offer or solicitation for the purchase or
sale of any financial instrument. Members of Standard Bank Group may act as placement agent, advisor or lender, make a market in, or may
have been a manager or a co-manager of, the most recent public offering in respect of any investments or issuers referenced in this report.
Members of the Standard Bank Group and/or their respective directors and employees may own the investments of any of the issuers discussed herein and may sell them to or buy them from customers on a principal basis. This report is intended solely for clients and prospective clients of members of the Standard Bank Group and is not intended for, and may not be relied on by, retail customers or persons to
whom this report may not be provided by law. This report is for information purposes only and may not be reproduced or distributed to any
other person without the prior consent of a member of the Standard Bank Group. Unauthorised use or disclosure of this document is strictly
prohibited. By accepting this document, you agree to be bound by the foregoing limitations. Copyright 2012 Standard Bank Group. All rights
reserved.

8

Africa Macro

