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NCB continued to build its 
capital base during 2007. 
In March, the General Assembly 
approved increasing the Bank’s 
capital from SR 9,000 million 
to SR 15,000 million. 

Financial Highlights

3.3
14.2

Ratio of Shareholders’ 
Equity to Assets
Percent

Return on 
Average Assets
Percent

Capital Adequacy Ratios  Core capital (tier 1) 24.0 percent; and core and supplementary capital (tiers 1 and 2) 25.1 percent.
Ratings  In 2007, Standard & Poor’s raised its rating for NCB to A+ while Fitch affirmed its A rating.
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Customer Deposits
SR millions
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Total Assets
SR millions

208,717
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130,414
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155,706

Shareholders’ Equity*

SR millions

28,181

10,33203
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13,774

21,636

23,999

Earnings Per Share*

Saudi Riyals
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2.35

3.34

4.18

Return on Average Equity*

Percent

* Excluding minority interests

22.5

31.303
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29.3

28.3

27.5

Net Income*

SR millions

6,016

3,01303
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3,531

5,011

6,273
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Operational Highlights

Agreement was reached to acquire 
a 60 percent holding in Türkiye 
Finans Katilim Bankasi. This gives 
NCB control of a market leader in 
Turkey’s fast growing participation 
banking sector.
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Independent research showed significant improvements in customer satisfaction, 
attributable to the progress made during 2007 in enhancing the quality and 
convenience of our service. 

Access, availability, and speed are crucial to our success in serving customer needs 
through a comprehensive suite of products. Increased point of purchase facilities, 
dedicated finance centers, and improved credit card benefits have all contributed to 
growth during the year. 

As well as being involved in the majority of the Kingdom’s initial public offerings 
during 2007, NCB continues to meet the financial needs of the business world, from 
major institutional concerns to small enterprises. 

The successful launch of NCB Capital as an autonomous business and our planned 
partnership with Goldman Sachs International reinforced our market leadership in 
this sector, marking highly significant developments in building skills and capacity.  

Continuing investment in people and operational efficiency is a core principle 
for NCB, and we made progress during 2007 in our quest for excellence in every 
aspect of performance, including executive training, risk management, quality and 
information technology.  

Islamic Retail Banking 

Consumer Finance 

Business Banking  

Capital Markets 

Strategic Enablers
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Chairman’s Statement
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On behalf of the Board of Directors, I have great 
pleasure in presenting The National Commercial 
Bank’s annual review for 2007, a transformational 
year in advancing our ambition to be the region’s 
premier financial services group. 

By establishing NCB Capital, and reaching an 
agreement to strategically partner with 
Goldman Sachs International, we became the 
first Saudi bank to form an autonomous capital 
markets subsidiary. AlAhli Takaful Company was 
listed on the Saudi Stock Exchange after 
successfully completing its initial public offering, 
with NCB retaining a 30 percent interest in the 
company. NCB also successfully negotiated the 
acquisition of 60 percent of Türkiye Finans Katilim 
Bankasi, Turkey’s leading participation bank, in 
line with our strategy to selectively enter new 
markets across the region.

The Saudi banking sector reported a 14 percent 
decline in 2007 income, principally due to the 
sharp decline in brokerage revenues. However, 
NCB fared relatively well, with net income for the 
year of SR 6,016 million, a decline of 4.1 percent 
from 2006. Earnings per share were SR 4.01 and 
shareholders’ return on equity was 22.5 percent. 
(All figures exclusive of minority interests.)   

The Board of Directors proposes payment of a 
final dividend of SR 1,350 million which, 
together with the interim dividend of SR 1,050 
million, equates to SR 1.6 per share for the year.

NCB continued to build its capital base during 
2007. In March, the General Assembly approved 
increasing the Bank’s capital from SR 9,000 million 
to SR 15,000 million through the capitalization 
of SR 6,000 million from the general reserves 
by distributing two shares for every three. 
Shareholders’ equity (excluding the proposed 
final dividend) reached SR 28,181 million at the 
end of the year, an increase of 17.4 percent. As a 
result, the Bank’s capital adequacy ratio reached 
25.1 percent, underlining NCB’s financial 
strength and ability to support future growth.

It is my sad duty to record the death during 
2007 of Mr Saleh Abdullah Alnaim, NCB’s 
respected Director and Member of the Risk 
Management Committee. On behalf of the Board, 
management, and staff of NCB, I extend our 
sincere condolences and acknowledge his valued 
contribution to the development of the Bank.

On behalf of the Board of Directors, I take this 
opportunity to express our sincere appreciation 
to the Custodian of the Two Holy Mosques, King 
Abdullah Bin Abdulaziz Al-Saud. I also thank His 
Royal Highness Prince Sultan Bin Abdulaziz Al-
Saud, the Crown Prince, Deputy Prime Minister, 
Minister of Defense and Aviation, and Inspector 
General, along with all Government ministers for 
their ongoing support of the Saudi banking 
sector. Thanks also to the Ministry of Finance, 
the Ministry of Commerce and Industry, the 
Saudi Arabian Monetary Agency, and the Capital 
Market Authority for their guidance and 
assistance throughout the year. 

In closing, I thank our shareholders for their 
continued support, along with our customers, 
who are the foundation of NCB’s growth and 
prosperity. I also extend my appreciation to all 
our staff for their continued dedication and 
professionalism in a consistently challenging 
business environment.

Abdullah Salim Bahamdan
Chairman

NCB fared relatively well, with net income for the year 
of SR 6,016 million. Earnings per share were SR 4.01 and 
shareholders’ return on equity was 22.5 percent. 
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Abdullah Salim Bahamdan

Chairman
Chairman of the Executive 
Committee, the Credit Committee, 
the Risk Management Committee 
and the Compensation & 
Nomination Committee 

Mutlaq Abdullah Al-Mutlaq

Member of the Executive 
Committee and the Credit 
Committee

Abdullah Mohamed 
Al-Ghelaiqa
Member of the Audit Committee 
and the Compensation & 
Nomination Committee 

Abdul-Aziz Abdullah Al-Zaid

Member of the Executive 
Committee and the Credit 
Committee

Board of Directors

Board Member, The National Gas 
and Industrialization Company, 
Yamama Saudi Cement Company, 
Saudi Petrochemicals Company, 
The Saudi Research and Marketing 
Group, and Al-Jazirah Corporation 
for Press, Printing and Publishing.

President, Al-Mutlaq Group. 
Chairman of the Board, Al-Jazirah 
Corporation for Press, Printing and 
Publishing.

Former Governor of the Saline Water 
Conversion Corporation. Member, 
Majlis Al Shoura (The Consultative 
Council).

Assistant Governor for Investment, 
General Organization for Social 
Insurance (GOSI). Chairman of 
the Board, Granada Center. Board 
Member and Executive Committee 
Member, Al Qassim Cement 
Company.
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Abdullah Mohammed 
Noor Rehaimi
Member of the Risk Management 
Committee and the Compensation 
& Nomination Committee

Abdul-Aziz Ibrahim Alomar

Member of the Executive 
Committee, the Credit Committee, 
and the Compensation & 
Nomination Committee

Abdallah Yahya Al-Mouallimi

Member of the Audit Committee 
and the Risk Management 
Committee

Fouad Mohammad Nour 
Abu Mansoor
Member of the Audit Committee

President of the General Authority 
for Civil Aviation. Board Member, 
Saudi Arabian Airlines. Board Member 
and Chairman of the Executive Credit 
Committee, the Saudi Credit Bank. 
Board Member and Chairman of 
the Audit Committee, The Eastern 
Cement Company and The National 
Company for Cooperative Insurance. 
Advisory Board Member, the Saudi 
Entrepreneurship Development 
Institute and Singapore Aviation 
Academy. Former Board Member, 
the Saudi Arabian Turkish 
Investment Company.

Financial Advisor, Public Investment 
Fund (PIF). Board Member 
and Member of the Executive 
Committee, Stusid Bank (Tunis). 
Member of the Audit Committee, 
Saudi Telecom Company (STC).

Ambassador to Belgium for the 
Kingdom of Saudi Arabia. President, 
Dar Al-Mouallimi Consulting. 
Advisor, Olayan Group. Former 
Mayor of Jeddah. Former Chairman 
of the Board, Jeddah Chamber of 
Commerce and Industry. Former 
Member, Majlis Al Shoura (The 
Consultative Council).

Chief Executive Officer, International 
Company for Communications 
Systems Operation. Member of 
the Saudi Syrian Committee, and 
the Saudi German Committee. 
Former Deputy Minister of Post, 
Telephone and Telegram. Former 
Member, Majlis Al Shoura (The 
Consultative Council).
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Our Vision and Core Values

Our mission is to be:

NCB is the premier financial 
services group in the region

THE LEADING ISLAMIC RETAIL BANK 
Excelling in service quality, convenience and innovation 
for highest customer satisfaction

THE MARKET LEADER IN CONSUMER FINANCE 
Excelling in risk management, innovative marketing, 
distribution and processing

THE PREFERRED PROVIDER OF FINANCIAL SOLUTIONS 
FOR TARGETED BUSINESS CLIENTS 
Excelling in risk management, products, speed and 
service quality

THE LEADING WEALTH MANAGER 
Excelling in offering trusted, expert advice, a 
comprehensive product range and service quality

THE FIRST CHOICE INVESTMENT HOUSE IN THE REGION 
Excelling in performance, innovation and placement

EXPANDING GEOGRAPHICALLY IN SELECTED MARKETS 

NCB’s purpose is to increase shareholder total return 
and support the development of the country.
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We insist on personal integrity
We value and recognize teamwork and collaboration
We practice open communication
We commit ourselves to learning and self-development
We reward for performance
We practice delegation and empowerment

We are market-oriented and customer-driven
We deliver superior customer service
We anticipate and meet customer needs better than competition
We maintain absolute confidentiality

We insist on flawless execution in everything we do
We insist on personal ownership and accountability
We fight complacency and act with a sense of urgency
We improve productivity continuously
We demand managers to lead by example

PEOPLE

CUSTOMERS

EXECUTION

NCB’s core values focus on people, customers and flawless execution.
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CEO Review

Sustained high oil prices coupled with strong 
demand and prudent macroeconomic policies 
have created favorable conditions in the Saudi 
market. However, in 2007 the banking sector 
was affected by the ripple effect of the previous 
year’s downturn in the Saudi stock market and 
turbulence in international credit markets. This 
was reflected in a small decline in net income, 
although NCB fared well in comparison with the 
banking sector as a whole. 

Our vision is to be the region’s premier financial 
services group. To achieve this we must consolidate 
our domestic leadership and expand further in 
targeted regional markets. Achieving our 
strategy is based on three priorities: customer 
service, innovation, and international expansion. 

Customer service is rooted in delivering excellence 
at every point of contact while expanding our 
product range and optimizing distribution 
channels. Innovation applies to establishing early 
leadership in emerging products and customer 
segments, supported by new channels. 
International expansion is focused on 
acquisitions in attractive regional markets, using 
NCB’s distinct capabilities to create value. 

During 2007, we passed several important 
milestones on the journey towards our goals. 
NCB Capital began operations as a separate 
entity, becoming the first subsidiary of a Saudi 
bank to be licensed by the Capital Market 
Authority. We have since signed a formal 
agreement to partner with Goldman Sachs 
International, creating a strategic alliance of 
world-class capabilities that will enable us to 
lead in this important market sector.

We entered the insurance market for the first 
time through AlAhli Takaful, the new venture 
being undertaken in partnership with the 
International Finance Corporation and Germany’s 
FWU Group. After completing its IPO, AlAhli 
Takaful was listed on the Saudi Stock Exchange. 
NCB has retained a 30 percent interest in the 
company and will act as sole distributor of the 
company’s products.

We also successfully negotiated the acquisition 
of a 60 percent holding in Türkiye Finans Katilim 
Bankasi, giving NCB control of one of Turkey’s 
leading ‘participation’ banks. NCB’s capabilities 
will create synergy that will accelerate the 
development of Türkiye Finans, expanding its 
spectrum of products and services to business 
and retail customers. 

NCB Capital’s Oryx Regional Private Equity Fund 
acquired 30 percent of Egypt’s HC Securities and 
Investment and 20 percent of HBG, the Dubai-based 
private equity firm, further strengthening our 
regional presence and ability to serve investors. 

Building Capability
During 2007, we continued to make significant 
investments in people and enhancing organizational 
effectiveness, creating a strong platform for our 
long-term ambitions. People management 
continues to be a major priority and our emphasis 
remains firmly on developing top talent. We 
conducted a comprehensive review of our human 
capital based on performance and potential, 
identifying the most talented people and 
planning for their career development. Training 
systems were implemented to build management 
and leadership capacity for every sector, division 
and department, with a purpose-built training 
center dedicated to fostering key skills. 

Through our NCB graduate recruitment program, 
we continued to attract excellent talent emerging 
from local and international universities, with 
100 new entrants appointed during the year. 
Our association with INSEAD, one of the world’s 
leading management schools, gives NCB access 
to top development programs. 

In line with our strategy, key priorities in 2007 were to grow NCB’s core business, 
pursue new growth opportunities, and sustain our investment in strategic 
enablers. To this end, I am delighted to report that we successfully captured 
market share across all core banking areas, improved customer satisfaction, and 
expanded our scope of activities.
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CEO Review

For the second successive year, we sent groups 
of employees overseas for advanced 
management training at INSEAD.  

In 2007, the Bank’s staff grew by 800 to reach 
5,412 people, with strong emphasis on 
Saudization, which has reached 87.7 percent.

We also continued to invest in improvements to 
risk management, one of the critical enablers 
that allow us to capture growth opportunities. 
These improvements included a Bank-wide 
operational loss data management system, 
along with contingency plans and facilities for 
business continuity. At the same time, we 
completed preparations to meet SAMA’s 
requirements for Basel II compliance and 
strengthening risk governance. 

We have repositioned ‘Quality’ as a Bank-wide 
initiative with Lean Management and Six Sigma 
capabilities to drive continuous process 
improvements. Our main focus has been on 
total quality delivery to enhance the speed and 
accuracy of transactions. To help achieve this, 
we have also improved back office processing by 
adopting a scalable and flexible IT platform, 
standardizing systems, and centralizing 
operational functions. 

Efficient systems are fundamental to the Bank’s 
performance. In 2007, we implemented a series of 

improvements, including developing new electronic 
channels, adapting all channels to SADAD (the 
new national payments system), and enhancing 
systems and support for online transactions. 
Leveraging our internal data systems to gain better 
customer insights has enabled us to achieve 
improved market and customer segmentation.

In 2007, our leadership in several areas including 
Shariah-compliant financial services was emphasized 
by being named Best Islamic Bank in the Middle East 
by Arabian Business Magazine. NCB was also 
recognized as Best Private Bank in Saudi Arabia by 
Euromoney, and won the Best Tadawul Electronic 
Services award in the Gulf region. We received 
the Elite Award from JP Morgan Chase in recognition 
of 10 years of excellence in treasury operations. 

Meeting Customer Needs 
For individuals…
The Bank continued to emphasize service quality 
throughout 2007, and independent research 
showed significant improvements in customer 
satisfaction levels. This follows our formation of a 
dedicated Customer Management group to 
implement and monitor customer programs based 
on the distinctive needs of each customer segment.  
An illustration of this was the Wessam AlAhli 
affluent program, which in 2007 was relaunched 
and extended to more than 80 dedicated lounges 
across the Kingdom. 

To expand our reach and provide more access 
for customers, in 2007 we opened new 
branches to take the total to 264, as well as 
three consumer finance centers. Additionally, 
the ATM network grew by 100 to 1,180 and 
point-of-sale machines increased 30 percent to 
number 10,750. We opened a new regional 
head office in Riyadh, enhancing service and 
supporting continued expansion in the Central 
Region, and our new ‘Express Store’ format was 
also piloted in Riyadh. 

We improved our service to auto finance 
customers by expanding the availability of AlAhli 
Auto Leasing at point of purchase. We have also 
applied a similar model to consumer durables, 
where our introduction of new programs in 
association with leading retailers gives customers 
the same convenience when buying furniture 
and electronics. We also launched a suite of 
Shariah-compliant residential finance products.   

To enrich our value proposition for customers, 
we introduced a next-generation loyalty program 
that provides a range of benefits. Customers can 
now earn a monetary value for all credit card 
purchases and receive extra bonuses when they 
shop at more than 30 retailers.
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Our vision is to be the region’s premier financial services group. To achieve 
this we must consolidate our domestic leadership and expand further in 
targeted regional markets. Achieving our strategy is based on three priorities: 
customer service, innovation, and international expansion. 

For businesses…
The booming domestic economy and 
accompanying high levels of infrastructure 
investment have contributed to significant 
growth in our corporate lending activities. 
NCB’s Specialized Finance Group, established 
to support major development projects, booked 
transactions worth close to SR 10 billion in the 
petrochemical, water and power, oil and gas, 
and steel sectors. We also secured roles as 
mandated lead arranger and underwriter in 
seven transactions.

In the small business sector, NCB’s goal has been 
to expand our reach within this important segment, 
significantly growing the number of clients. We 
have focused on catering to clients’ complete 
banking needs, providing timely access to credit 
as well as a range of business tools, market 
information and analysis, and opportunities to 
help companies prosper and grow. 

The Bank has also been instrumental in 
supporting the Government’s Kafala (loan 
guarantee) program, financing new projects and 
start-up ventures. We are already the market 
leader in terms of client numbers and the level 
of financial support provided.

The year saw NCB Capital successfully participate 
in a total of 22 initial public offerings and rights 
issues, representing 85 percent of all such 

transactions in the Kingdom. We were the lead 
manager in eight of the IPOs. Among these was 
the United International Transportation 
Company listing, in which we acted as financial 
advisor, lead manager, and lead underwriter. 
Two advisory mandates were concluded, with 
another in mergers and acquisitions.

For investors…
Our launch of NCB Capital and the agreement 
we struck to partner with Goldman Sachs 
International marked important milestones in 
our quest to become the region’s investment 
house of choice. In 2007, we also made significant 
achievements in each of the company’s business 
lines: asset management, investment services, 
brokerage, and investment banking. 

Customers now have improved access to 
investment advice and services through our 
new ‘shop within a shop’ concept, rolled out in 
selected Wessam lounges with NCB Capital 
experts on hand to provide their skills and expertise. 
Our market share of securities brokerage increased 
during the year, especially for eTadawul, on the 
back of major improvements in our offering. To 
allow customers wider regional coverage, we added 
new markets in international brokerage, including 
Egypt, the UAE, Kuwait, Qatar, and Oman.

To give customers better investment choices, in 
2007 we created the world’s first Shariah-compliant 
global real estate fund, as well as three new 
mutual funds. In addition, Eastgate – NCB Capital’s 
newly-formed private equity subsidiary – launched 
three new funds covering GCC real estate, MENA 
private equities, and global emerging markets. 

NCB Capital maintains domestic leadership in 
mutual funds and was ranked in the top 10 
percent for international and regional hedge 
fund performance. 

Creating Value 
Our successful performance in the course of the 
year is reflected in the continued strength of key 
indicators. Net income declined by 3.8 percent, 
from SR 6,273 million to SR 6,038 million; however, 
it is worth noting that the 2006 figure included 
a one-time gain of SR 633 million from selling a 
non-trading investment. Excluding capital gains/
losses, net income rose by 7.3 percent to SR 
6,053 million, from SR 5,641 million in 2006.

Operating income rose 6.4 percent to reach SR 
9,882 million, enabling NCB to maintain its high 
profitability ratios. Profit margin (net profit to 
operating income) was 61.1 percent. the revenue 
to expense ratio (excluding provisions) was 
a multiple of 3.4; return on average assets was 
3.3 percent.
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Excluding minority interests, return on average 
shareholders’ equity was 22.5 percent and 
earnings per share amounted to SR 4.01.

Net special commission grew 14.2 percent to SR 
6,492 million, a result of expansion in lending 
activities and investments. FVIS income (mainly 
from externally managed hedge fund investments) 
was up by SR 389 million, offsetting the decline of 
SR 138 million in fee income from banking services. 

During 2007, SR 230 million of doubtful loans 
and bad debts was recovered. Net provision for 
credit losses increased by SR 107 million to SR 
661 million.  A further SR 269 million was 
allocated as provision against impairment of 
other financial assets. 

Total assets grew by 34 percent to SR 208,717 
million, driven principally by growth in investments, 
which rose by SR 27,610 million (47.6 percent) to 
reach SR 85,604 million. Net loans and advances 
increased by SR 10,610 million (13.7 percent) to 
SR 87,854 million. Customer deposits grew by 
21.6 percent, from SR 117,499 million to SR 142,825 
million. Shareholders’ equity grew by 17.4 percent, 
from SR 23,999 million to SR 28,181 million after 
dividends of SR 1,350 million. This gave the Bank 
a capital adequacy ratio of 25.1 percent, a 
powerful indicator of NCB’s ability to sustain 
long-term growth.

Corporate Social Responsibility 
We recognize that the trust and support we 
receive from the community is integral to NCB’s 
success. During 2007 the Bank expanded its 
corporate social responsibility activities through 
a range of tailored programs that focus on four 
areas: employment opportunities, education, 
health, and social causes.

During 2007, 222 people undertook our AlAhli 
Job Opportunities program and successfully 
found employment with a number of local 
companies; 307 completed the ‘How to start a 
small business’ module; and 150 ladies became 
self-employed after taking the ‘How to start a 
home business’ course. In total, 725 families 
benefited from our ‘Productive families’ 
program. Under the AlAhli Education program, 
five scholarships were awarded to enable 
students – male and female – to complete their 
higher education, and five PC labs were 
established at universities. Our AlAhli Health 
program provided 65 renal dialysis units through 
the Ministry of Health and the Prince Fahad Bin 
Salman Charity for Kidney Disease, and our AlAhli 
Social program supported 337 licensed 
charitable societies. 

We also provided sponsorship and donations 
that benefited hundreds of organizations and 
thousands of individuals, and we are proud that 
significant voluntary work was conducted by a 
number of our employees, addressing a range of 
community needs. 

Expressions of Gratitude
On behalf of the Bank’s management team, I 
take this opportunity to thank our shareholders 
for their support and commitment to realizing 
NCB’s vision, and to the Board of Directors for 
their wisdom and continued guidance.

The results achieved in 2007 were only possible 
through the loyalty of our customers and the 
support of the Saudi Arabian Monetary Authority 
and the Capital Market Authority, to whom I 
extend my personal gratitude. We remain fully 
committed to raising the quality of our services 
to meet the needs of customers, and to 
exceeding the expectations of our shareholders.

It gives me great pleasure to thank all the Bank’s 
staff members for their diligence and hard work 
during the last 12 months. I look forward to 
continuing to build on our achievements as we 
move into 2008.

Abdulkareem A. Abu Alnasr
Chief Executive Officer

CEO Review
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Executive Management

Top row, from left:

Abdulkareem A. Abu Alnasr 
Chief Executive Officer

Faisal Al-Sakkaf 
Chief Financial Officer

AlSharif Khalid AlGhalib
Individual Banking Sector Head

Middle row, from left: 

Adel Al Howar 
Consumer Finance Sector Head

Amin Al Afifi 
Corporate Banking Sector Head

Bottom row, from left: 

Saud S. Sabban 
Head of Human Resources

Donald P. Hill 
Support Sector Head

Abdulrazak M. Elkhraijy 
Islamic Development Group Head
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Review of the Saudi Economy

External demand initially triggered the Kingdom’s 
export-driven recovery, which commenced in 
2002. However, domestic demand has now taken 
over as the main driver of growth, manifested in 
fiscal spending, private consumption, and massive 
capital investments. This structural shift in the real 
sector is not only broadening the base and depth 
of the Saudi economy, but is also reducing its 
susceptibility to external shocks, while laying the 
foundations for sustainable long-term growth. 

2007 was the second consecutive year when 
non-oil sector growth more than compensated 
for the sluggish real oil sector contribution to 
GDP. On the back of OPEC administered 
production cuts, average crude oil output levels 
declined by 4.8 percent in 2007. Despite this, 
nominal GDP expanded by 7.1 percent year-on-
year to SR 1,414 billion (U$ 377 billion), supported 
by record oil prices (US$ 68.4/bbl average 
Arabian Light export price) as well as a vibrant 
non-oil private sector. This boosted the Kingdom’s 
per capita income to SR 58,285 (US$ 15,543), its 
highest level since the early 1980s. In constant 
prices, the 1.8 percent year-on-year contraction 
in the oil sector was offset by a 4.0 percent year-
on-year expansion in the non-oil sector, specifically 
the private sector. 

This brought real GDP growth to 3.5 percent 
year-on-year (SR 827 billion), illustrating the 
growing role that private enterprises are 
assuming in the Saudi economy. 

Surging oil prices and prudent management of 
fiscal surpluses have maintained the Kingdom’s 
sound fiscal and external positions for yet another 
year. After peaking in 2006, the Kingdom’s fiscal 
surplus remained strong in 2007 at 12.6 percent 
of GDP (SR 178 billion). The current account 
accrued to SR 344 billion (US$ 92 billion), or 
24.4 percent of GDP, in spite of a 20.5 percent 
year-on-year jump in imports on rising domestic 
demand. Contrary to the fiscal policy of the 
1990s, the Saudi government appears to be 
maintaining a semi-steady 13-15 percent growth 
rate in actual annual spending, signaling an 
apparent structural shift in fiscal policy from 
short-lived stimulus packages to a longer-term 
sustainable framework. 

The government has clearly adopted an ‘indirect 
fiscal stimulus strategy’, as depicted by its 
aggressive settlement of public debt and 
continued capital injections into specialized 
public credit institutions such as the Real Estate 
Development Fund. By December 2007, 
government deposits with the Saudi Arabian 
Monetary Agency had reached SR 517 billion 
(US$ 138 billion), while the Kingdom’s net 

foreign exchange holdings stood at SR 1.2 trillion 
(US$ 320 billion). Public debt repayment was 
further accelerated, falling to 19 percent of GDP. 
While these measures have been instrumental in 
providing the liquidity needed to fuel the 
Kingdom’s massive investment boom, they have 
also contributed to rising inflation. 

These continuous improvements in the Kingdom’s 
fiscal and external positions underpinned 
Standard and Poor’s decision to upgrade the 
country’s sovereign credit rating to AA- in 2007. 

Ample liquidity in the banking system also 
contributed to the upgrading of the Kingdom’s 
sovereign credit rating. By the end of 2007, 
domestic liquidity, depicted by broad money 
supply (M3), accelerated to 19.6 percent year-
on-year, its highest level in nearly three years. In 
essence, the expansion in broad money was 
mainly attributed to government’s direct and 
indirect fiscal stimulus, leading to sizeable 
accumulation in banks’ excess reserves. The 
liquidity glut further expanded on higher non-oil 
export earnings, foreign direct investment 
inflows, and the surge in private sector credit. 
The stronger corporate appetite for borrowing 
boosted the recovery in banking credit growth 
last year, bringing total banks’ claims on the 
private sector to SR 557 billion (US$ 149 billion), 
a 20.6 percent year-on-year growth. 
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The rebound was also fueled by easing monetary 
policy and rising project financing requirements. 
Meanwhile, growth in money demand (using M1 
as a proxy) increased significantly to 23.6 percent 
year-on-year, suggesting a lower opportunity 
cost of holding money, which is attributed to 
low real interest rates and higher activity in the 
stock market. 

Inflation in the Kingdom accelerated to 6.5 
percent year-on-year in 2007, its highest level in 
over twelve years. On the domestic front, public 
and private spending, private sector credit growth, 
surging liquidity, and a rather tight housing 
market were the prime contributors to inflation. 
Externally, the most prevalent sources of inflation 
have been: surging world prices for food, capital 
equipment, and raw materials; strong FDI 
inflows; and depreciation of the US dollar (and in 
turn the Saudi Riyal) vis-à-vis major currencies. In 
2007, the Saudi Riyal depreciated 9.5 percent 
against the Euro and 6.4 percent against the 
Japanese Yen. The depreciation of the Saudi 
Riyal has significantly reduced its purchasing 
power, boosting the Kingdom’s imports bill and 
eventually trickling into the Cost of Living Index 
(CLI) basket of goods and services. 

Implementing broad-based structural reforms 
over recent years has largely improved the 
Kingdom’s business environment and its 
attractiveness for foreign capital inflows. According 
to the World Investment Report 2007, issued by 
the United Nations Conference on Trade and 
Development (UNCTAD), the Kingdom was the 
second largest FDI recipient in West Asia following 
Turkey, with receipts totaling US$ 18 billion (a 51 
percent year-on-year increase over 2005). 
Furthermore, the World Bank’s Doing Business 
2008 report ranked the Kingdom 23rd out of 
178 countries for ease of doing business.  

Despite the steep equity market correction 
witnessed in 2006, the Kingdom’s sound economic 
fundamentals fueled the market’s 41 percent 
recovery over 2007. The market’s breadth further 
expanded last year with the flotation of 23 initial 
public offerings. Oversubscription reached 4.2 
times the total capital asked of SR 17.8 billion 
(US$ 4.7 billion), demonstrating investors’ 
appetite for new equity investments. The recovery 
was further supported by market liberalization, 
which shifted into high gear in 2007. 

In an attempt to restore investor confidence, the 
Capital Market Authority introduced a number of 
significant reforms including: granting GCC 
nationals and institutions national treatment; 
allowing expatriates legally residing in the 
Kingdom to trade stocks in the secondary market, 
vote in general assembly meetings and run for 
board membership positions; and permitting 
non-resident expatriates to invest in the market 
through mutual funds. 

Overall, broad-based investment expenditure has 
been a key growth driver in 2007, manifested in 
the Kingdom’s massive infrastructure 
development program. There is no doubt that 
the Saudi government is determined to achieve 
its economic diversification goals, through the 
efficient deployment of fiscal surpluses. As such, 
the Kingdom has embarked on a mammoth 
infrastructure development program that 
focuses on the key growth enablers for the non-
oil private sectors, specifically manufacturing, 
energy, utilities, transport and communication. 
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Review of the Saudi Economy

By the end of January 2008, the total value of 
announced projects exceeded the US$ 400 
billion mark (SR 1.5 trillion), more than doubling 
in value over the previous 24-month period.  

Although this price tag is in nominal terms, 
and in turn includes inflationary components, 
it nonetheless reflects the sheer size of mega-
projects planned by the Kingdom. Among these 
mega-projects are: King Abdullah Economic City 
(US$ 23 billion); Ras Tanura Chemicals & Plastics 
Complex (US$ 25 billion); Saudi Aramco Crude 
Capital Program (US$ 50 billion); Saudi Aramco-
JV Export Refineries (US$ 18 billion); Saudi 
Electricity Company (SEC) Power Generation 
Expansion Projects (US$ 20 billion); and the 
Saudi Railway Organization (SRO) Land-bridge 
Project (US$ 14 billion). 

As we move forward, it is imperative to ask two 
critical questions: will these projects actually 
materialize? And if so, will they achieve the 
economic diversification intended to reduce the 
Kingdom’s reliance on oil? While it may still be 
early to give decisive judgment on these two 
issues, a number of indicators give us the sense 
that the current investment boom will be more 
successful in achieving economic diversification. 

First, a significant portion of announced projects 
are entering advanced execution phases. To date, 
48 percent (US$ 191.5 billion) of the projects 
portfolio is in the contract award, invitation-to-
bid or design stages, compared with 37 percent 
(US$ 73.4 billion) in March 2006.    

Second, there has been a noticeable deceleration 
in year-on-year monthly project additions since 
early 2007. We can attribute this slowdown to 
current shortages in skilled labor, raw materials, 
contractors, and project financing, which are 
causing significant cost overruns and project 
deferrals. Bearing in mind the capacity constraints 
identified and their inflationary impact on the 
local economy, the Saudi authorities may well be 
gearing existing resources to implement projects 
currently in the pipeline.

Third, this wave of investment expenditure will 
most likely produce a larger multiplier effect on 
national income, compared to previous 
investment sprees by the government. In spite 
of the sizable import component for a number 
of projects, typically petrochemicals, oil and gas, 
more investments are geared towards the non-
tradable sector, which includes construction; 
transport, storage and communications; real 
estate development; and utilities.

Finally, another distinguishing factor in the current 
investment boom is the growing role of the 
private sector, whether local or foreign (FDI), in 
the origination, planning, financing and execution 
of projects. Public-private partnerships are rapidly 
forming, with the government providing seed 
capital for project initiation, while the private 
sector focuses on finance and execution. This 
new dynamism not only ensures the economic 
viability of the selected projects, but also 
broadens the non-oil private sector base, while 
reducing the fiscal burden on the government.

With this noticeable progress supported by 
direct and indirect prudent fiscal stimulus and 
firm oil prices, the medium-term outlook for the 
Kingdom’s economy is very favorable. 

Projects by Implementation Phase Projects by Sector
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Total Value (US$ million) Main Contract Award Private Sector and Semi-Goverment Share by Sector

March 2006 January 2008 Value (US$ million) Value (US$ million) Percent Percent

Construction $66,849 $170,596 $20,592 $123,036 72 43

Industry $8,580 $19,490 $4,085 $19,490 100 5

Oil & Gas $38,665 $81,465 $23,560 $67,163 82 20

Petrochemicals $57,520 $75,525 $24,585 $75,525 100 19

Power $21,110 $39,830 $17,425 $39,830 100 10

Water and Waste $5,535 $13,976 $7,985 $5,453 39 3

Total $198,259 $400,882 $98,232 $331,335 83 100
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Group Headquarters

The National Commercial Bank
PO Box 3555
Jeddah 21481
Kingdom of Saudi Arabia
Tel: +966 2 646 4999
Fax: +966 2 646 2898
www.alahli.com

Regional Head Offices

Central Region 
PO Box 22216
Riyadh 11495
Kingdom of Saudi Arabia
Tel: +966 1 478 4877
Fax: +966 1 472 7508

Western Region 
PO Box 3555
Jeddah 21481
Kingdom of Saudi Arabia
Tel: +966 2 649 3333
Fax: +966 2 627 2472

Eastern Region 
PO Box 5558
Dammam 31432
Kingdom of Saudi Arabia
Tel: +966 3 834 0088
Fax: +966 3 833 5433

Northern Region 
PO Box 33
Al Gassim 51411
Kingdom of Saudi Arabia
Tel: +966 6 325 0551
Fax: +966 6 325 1021

Southern Region 
PO Box 605
Abha
Kingdom of Saudi Arabia
Tel: +966 7 224 6638
Fax: +966 7 225 0374

NCB Capital – Head Office
PO Box 22216
Riyadh 11495
Kingdom of Saudi Arabia
Tel:  +966 1 273 3696
Fax:  +966 1 273 3699
www.ncbc.com

International Network

Branches

Kingdom of Bahrain

The National Commercial Bank
Diplomat Tower, Diplomatic Area
PO Box 10363
Manama
Bahrain
Tel:  +973 17531 182
Fax:  +973 17530 657

NCB Capital 
Diplomat Tower, Diplomatic Area
PO Box 10363
Manama
Bahrain
Tel:  +973 17549 700
Fax:  +973 17530 657

Lebanon
Rashid Karameh Street
Verdun Plaza, Corniche Al Mazraa
PO Box 11-2355
Beirut
Lebanon
Tel:  +96 11 787 381
Fax:  +96 11 867 728

Representative Offices

United Kingdom
Wellington House, 125 Strand
London WC2R 0AP
United Kingdom
Tel:  +44 20 7420 4115
Fax:  +44 20 7420 4128

South Korea
CCMM Building, 9th Floor
12 Yoido-Dong, Yongdungpo-Ku
Seoul 150-010
South Korea
Tel:  +82 2 786 9011
Fax:  +82 2 786 0340

Singapore
No. 6 Battery Road, No. 14-01
Singapore 049909
Tel:  +65 6 222 8496
Fax:  +65 6 222 8396
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