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Business Review

OPERATING ENVIRONMENT

In 2019, the non-oil sector expanded by 3.31%, 
supported by the private sector stimulus package, 
an extension of the cost of living allowance, and 
structural reforms, providing new opportunities  
for investments and development of the non-oil 
private sector. The overall Saudi economy grew 
0.33%, despite the contraction in oil sector GDP  
on lower crude oil prices and lower production, 
with average output at 9.8 mb/d, compared to  
10.3 mb/d in 2018.

Promisingly, Government initiatives continue to 
gain traction. Many sectors – such as housing, 
tourism and entertainment – are expected to 
benefit from Vision 2030 initiatives, with growth  
in the housing sector most significant to NCB. 

Continued capital expenditure, projected at  
SAR 173 billion in 2020, should also stimulate 
infrastructure-related activities.

Saudi Banking Sector
During 2019, the banking sector remained 
healthy and robust. Capitalization remained 
strong, with healthy liquidity levels, high credit 
quality, adequate financing coverage and a 
prudent regulatory environment that sustained 
sector profitability. Financing activity has  
been underpinned by a rapid expansion in real 
estate lending as a result of the Government’s 
housing program initiatives under Vision 2030. 
The housing program has ambitious home 
ownership goals of 60% by 2020 and 70% by 
2030, compared to the baseline of 50% in 2016. 

AS THE LEADING BANK IN SAUDI ARABIA, NCB’S PROSPECTS 
ARE CLOSELY ALIGNED WITH THE OUTLOOK FOR THE 
KINGDOM’S ECONOMY. THE BANK IS IN AN EXCELLENT POSITION 
TO GROW WITH THE COUNTRY, TO TAKE ADVANTAGE OF THE 
STRONG OPPORTUNITIES MADE POSSIBLE BY SAUDI ARABIA’S 
ROBUST ECONOMY, AND TO REMAIN RESILIENT IN DIFFERENT 
MARKET CONDITIONS.

REAL GDP GROWTH
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An increase in customers’ deposits in 2019 
provided more capacity for banks to grasp 
these opportunities. An expected acceleration in 
mega-projects such as NEOM, Qiddiya, the Red 
Sea Project, and others adds to the positive 
outlook for the Saudi banking sector. 

The drive towards digital customer experiences 
has fueled the rapid digital transformation 
among many players in Saudi Arabia, as banks 
develop solutions in-house and partner with 
fintech companies to expand their offering.

Within this banking environment, NCB continues 
to be well placed to unlock the opportunities 
arising from the comprehensive transformation 
strategy of Saudi Vision 2030.

At NCB, we have embraced this transformation, 
with digitization and information technology 
being central elements of our strategic roadmap. 
NCB has invested heavily in digitization and 
built one of the Kingdom’s leading digital 
capabilities. We will continue to focus on further 
enhancing the digital customer experience, 
supported by growing investment in technology, 
while ensuring system resilience and security.

NCB GROUP BUSINESS REVIEW

NCB is the largest financial institution in the 
Kingdom of Saudi Arabia, providing a 
comprehensive suite of offerings to every major 
client segment. With its scale, reach, and leading 
market positions across Corporate Banking, 
Retail Banking, Treasury, and Capital Markets, 
NCB offers a well-diversified and resilient 
business model to leverage market opportunities. 
The NCB Group also has a controlling stake  
in Türkiye Finans Katılım Bankası (TFKB), a 
participation bank in Turkey, which provides 
long-term diversification benefits and access  
to a large regional market. 

NCB Group has total assets of over SAR 500 
billion, serving nearly eight million clients and 
employing about 12,883 people.

2019 was a year of attractive opportunities 
through the continued realization of Saudi 
Arabia’s Vision 2030, including the support 
extended by the Government in providing 
citizens with housing, a field where NCB has 
been at the forefront. The energy, tourism, 
hospitality, and entertainment sectors also 
proved powerful stimulants for corporate lending 
and banking activities. NCB made excellent 
progress in enhancing customer experience  
and improving productivity through digitization 
and network expansion with leaner branches.

BANK DEPOSITS   
(SAR Billion) 

SAUDI ARABIA 2020  
CAPEX BUDGET

    173 bn
SAR
Continued capital expenditure 
projected at SAR 173 billion  
in 2020 will have a stimulative  
effect on the economy.

BANK FINANCING  
(SAR Billion) 

1,588 1,617 1,629 1,633 1,674 1,796

12.4%

1.8%
0.2%

2.5%

7.3%

0.8%

 Deposits  
 Growth Rate (YoY%)

 Bank financing, private and public sectors  
 Growth Rate (YoY%)
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Business Review Continued

The Bank’s ability to take advantage of these 
opportunities resulted in strong net income growth 
of 19% in 2019 and a return on equity of 18.4%. 
This success translated to total shareholder 
returns for the year of 7.3%. These achievements 
were recognized with many industry awards, 
which included NCB being named ‘Best Bank in 
the Middle East’ and ‘Best Commercial Bank’ by 
Banker Middle East magazine.

Strategic and Operational Review 2019 
Group Strategy Overview 
NCB’s strategic vision is to be the premier 
financial services group in the region through 
the fulfilment of five strategic aspirations: to be 
number one in revenues, number one in profit, 
the best in customer service, the best digital 
bank, and the employer of choice. 

NCB seeks to achieve this vision through a 
relentless focus on execution and delivery of  
its strategic plan, which was built on strategic 
priorities for its individual business segments:

Retail: Grow current accounts and financing 
with a focus on mortgage.
Corporate: Consolidate leadership, improve  
credit lifecycle management and expand 
transaction banking.
Treasury: Increase revenues by optimizing 
investment returns and cross-selling, while 
diversifying funding sources.

Subsidiaries: increase value contribution from 
NCB Capital by growing assets under 
management, and from Türkiye Finans Katılım 
Bankası through increased productivity.

These strategic priorities are in turn supported 
by four Group enablers:

Digital Transformation: Migrate to digital and 
drive up digital sales.
Lean Distribution: Expand the branch network 
while adding smaller branch formats and 
implementing advanced digital technologies.
Productivity: Improve operational excellence  
and productivity to achieve superior customer 
experiences cost-effectively. 
Human Capital: Improve employee engagement 
and productivity while fostering Saudization and 
female participation in the workforce. 

Financial Overview 2019 
Balance Sheet
The overall balance sheet expanded by 12% 
during the year. The main drivers were 14% 
growth in investments, as NCB continued to 
actively participate in the Saudi Government’s 
issuance of longer-term debt securities, and 6.5% 
growth in financing activity, predominantly in 
the Retail segment from residential mortgages. 
NCB also continued to maintain its strong 
capitalization and healthy liquidity position.
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NCB’S STRATEGIC VISION IS  
TO BE THE PREMIER FINANCIAL 
SERVICES GROUP IN THE 
REGION THROUGH THE 
FULFILMENT OF FIVE STRATEGIC 
ASPIRATIONS: TO BE NUMBER 
ONE IN REVENUES, NUMBER 
ONE IN PROFIT, THE BEST IN 
CUSTOMER SERVICE, THE  
BEST DIGITAL BANK, AND THE 
EMPLOYER OF CHOICE.

Investments 
Net investments totaled SAR 134.08 billion as  
at 31 December 2019, a 14% increase from the 
previous year through continued participation  
in the Saudi Government’s debt issuances. The 
portfolio is built on high-quality securities with 
about 87% being of investment grade. 

Financing and Advances 
Net financing and advances grew by 6.5% to 
SAR 282.29 billion as at 31 December 2019 
driven by an 18% increase in the domestic Retail 
segment, principally from a strong 57% growth 
in residential financing. Corporate segment 
advances decreased by 1% due to elevated 
levels of repayments, despite strong originations 
during the year. Net financing and advances for 
the international segment decreased by 8%, 
principally due to the weakened Turkish Lira 
and a subdued economic environment in Turkey. 

Customers’ Deposits 
Customers’ deposits increased by 11% to SAR 
353.39 billion during 2019 due to an 81% growth 
in time deposits as some customers shifted 
from current accounts to time deposits. This 
shift was largely offset by growth in both 
Corporate and Retail deposits, resulting in lower 
overall current and savings account balances, 
which represented 71% of customers’ deposits 
as at 31 December 2019 compared to 80% at 
the end of the previous year.

Credit Quality
The non-performing loans ratio stood at 1.84% 
as at 31 December 2019 compared with 1.93%  
at the end of 2018. This modest improvement 
resulted from a 9.3% reduction in domestic 
non-performing loans, partly offset by a 37% 
rise in non-performing loans in the international 
segment where the Turkish banking regulator 
instructed the banking sector to reclassify 
certain exposures as non-performing loans. 

Non-performing loans coverage improved 
domestically to 173.2% from 157.1% at the end  
of 2018, but the increase in International 
non-performing loans lowered the Group 
coverage to 138.1% as at 31 December 2019, 
down from 141.5% at the end of 2018. 

Capital
NCB maintained its strong capital position to 
remain comfortably above regulatory minima, 
with a core equity Tier 1 capital ratio of  
16.2%, a Tier 1 capital ratio of 18%, and a total 
capital adequacy ratio of 18.7% despite the 
redemption of a SAR 5.0 billion T2 Sukuk earlier 
in the year. Pillar 1 Risk-weighted assets 
increased by SAR 30.1 billion over the course  
of the year, attributable to growth in financing 
as well as right-of-use assets resulting from 
the adoption of International Financial Reporting 
Standard (IFRS) 16. 

Balance Sheet 
2019

SAR Million
2018

SAR Million
Change

SAR Million

Investments, net 134,077 118,090 +14%

Financing and advances, net 282,289 265,062 +6.5%

Total assets 507,264 452,177 +12%

Customers' deposits 353,389 318,701 +11%

Debt securities issued 1,016 9,431 -89%

Total liabilities 437,476 386,508 +13%

Equity attributable to shareholders of the Bank 61,888 57,737 +7%

Total equity 69,788 65,669 +6%

Non-performing loans ratio (%) 1.84% 1.93% -4.6%

Non-performing loans coverage ratio (%) 138.1% 141.5% -2%

P1 Risk weighted assets 390,331 360,189 +8%

Core equity Tier 1 ratio (%) 16.2% 16.6% -2%

Tier 1 ratio (%) 18.0% 18.5% -3%

Total capital adequacy ratio (%) 18.7% 20.6% -9%

Liquidity coverage ratio (%)* 168.9% 176.0% -4%

Basel III leverage ratio (%) 12.8% 13.5% -5%

Financing to customers’ deposits ratio (%) 79.9% 83.2% -4%

NCB DOMESTIC RETAIL 
FINANCING IN 2019

  +18%
NCB’s Retail business in 
Saudi Arabia achieved an  
18% increase in financing  
and advances.
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TOTAL OPERATING EXPENSES 
IMPROVED BY 2% (SAR 115 
MILLION) TO SAR 6.33 BILLION  
IN 2019, PRIMARILY FROM THE 
BANK’S CONTINUED FOCUS ON 
DIGITIZATION AND PRODUCTIVITY 
IMPROVEMENTS.

Business Review Continued

Liquidity
NCB maintained a strong and stable liquidity 
profile in 2019. As at 31 December 2019, the 
daily average liquidity coverage ratio was 
168.9% compared to 176.0% in the fourth 
quarter of 2018. The financing to customers’ 
deposit ratio stood at 79.9%, compared to 83.2% 
in 2018, while the net stable funding ratio was 
124.4% compared to 128.0% at the end of 2018. 

Income Statement
NCB generated 19% net income growth after 
Zakat and income tax which translated to 19% 
growth in earnings per share and a healthy 
18.4% return on equity. This growth was the 
result of a 9% improvement in operating income, 
2% lower operating expenses, and a 13% fall in 
impairment charges, slightly offset by a 29% 
rise in Zakat and income tax.

Operating Income 
Total operating income for 2019 amounted  
to SAR 20.61 billion, an increase of 9%. 

Net special commission income totaled SAR 
15.81 billion, with an increase of 5% driven by 
growth of 6% in commission-sensitive assets, 
partly offset by a margin contraction of four 
basis points from 3.81% to 3.77%. The decline  
in net special commission margin resulted  
from the lower interest rate environment and  
a change in the funding mix, partly mitigated  
by an improving financing mix towards higher 
yielding residential financing.

Fee and other income grew by 26% to SAR 4.80 
billion in 2019. This was attributed to 175% higher 
investment-related income, which rose SAR 897 
million to reach SAR 1.41 billion, and a reduction 
in other operating expenses of SAR 205 million. 
These were partly offset by a 9% reduction in 
exchange income and stable fees from banking 
services, which reflected softer trade finance 
and international remittance markets.

Operating Expenses 
Total operating expenses improved by 2% (SAR 
115 million) to SAR 6.33 billion in 2019, primarily 
from the Bank’s continued focus on digitization 
and productivity improvements that further 
improved the cost-to-income ratio by 340 basis 
points to 30.7%. 

Effective from 1 January 2019, the Group 
adopted IFRS 16, which resulted in capitalization 
of leased assets and higher depreciation 
charges, mostly offset by lower rent and 
premises-related expenses. Consequently,  
the overall impact as a result of the adoption  
of IFRS 16 was not material. 

Impairment Charge 
The impairment charge decreased by 13%  
(SAR 215 million) to SAR 1.42 billion, resulting  
in the cost of risk for 2019 remaining stable  
at 0.51%. Domestically, impairment charges 
declined by 11% as a result of lower Corporate 
and Treasury impairments.

Income Statement
2019

SAR Million
2018

SAR Million
Change

SAR Million

Net special commission income 15,807 15,123 +5%

Fee and other income 4,801 3,804 +26%

Total operating income 20,607 18,927 +9%

Operating expenses (6,331) (6,446) -2%

Total impairment charge (1,420) (1,635) -13%

Income from operations, net 12,856 10,846 +19%

Net income after Zakat and tax attributed to equity 
holders of the Bank 11,401 9,594 +19%

Earnings per share (riyals) 3.68 3.08 +19%

Dividends per share, net (riyals) 2.30 2.10 +10%

Return on equity (%) 18.4% 16.2% +14%

Return on average assets (%) 2.39% 2.17% +10%

Net special commission margin (%) 3.77% 3.81% -1%

Cost to income ratio (%) 30.7% 34.1% -10%

Cost of risk (%) 0.51% 0.51% +1%

Dividends, net 6,900 6,278 +10%

36



Zakat and Income Tax
On 17 July 2019, the Saudi Arabian Monetary 
Authority instructed the Kingdom’s banks to 
account for Zakat and income taxes in their 
Statements of Income instead of presenting them 
under shareholders’ equity, in align with IFRS 
requirements. Accordingly, the Group changed 
its accounting treatment for Zakat and income 
tax by applying retrospective adjustments. 

Dividends 
NCB proposed distribution of a 2019 second  
half dividend in the amount of SAR 3.6 billion, 
which (subject to AGM approval) takes the 2019 
full-year dividend to SAR 6.9 billion or SAR  
2.30 per share. This represents a 10% dividend 
increase over 2018 and a 63% distribution of 
net annual earnings.

Delivery Against Guidance
As part of NCB’s investor relations program, 
market guidance for the expected outcome of 
key financial metrics for 2019 was provided  
at the beginning of the year, and the outlook  
for these metrics was updated in the Bank’s 
quarterly reporting of results.

This guidance was set in line with the 
expectations for improvement in the 
macroeconomic environment along with healthy 
customer activity and appetite for financing.

Considering these expectations, NCB guided 
towards financing growth of 4-6% for 2019, with 
actual growth at the upper end of this range.

The guidance range for net special commission 
margin was 3.65-3.69% at the beginning of the 
year, predicated on the expectation of two US 
Federal Reserve fund rate hikes for 2019. Due  
to the subdued macro environment, the Fed 
actually imposed three rate cuts during the year. 
NCB managed to achieve a 3.77% margin, in part 
attributable to a change in accounting policy for 
amortization of financing-related fees. These are 
now to be treated as net special commission 
income, in accordance with IFRS stipulations. 
Otherwise, the margin would have been 3.52%.

NCB reported a cost to income ratio of 30.7%, 
well below the guided figure level of 34.0%.  
The 0.51% cost of risk was slightly below the 
0.6%-0.8% guidance. In capitalization, the Bank 
reported a Tier 1 capital ratio of 18.0%, which 
was at the top end of the 16-18% guidance. 

Delivery Against Guidance 
2018

 Reported 
2019

Reported Guidance 

Financing growth +6.4% +6.5% 4% – 6% 

Net special commission margin 3.61% 3.77% 3.65% - 3.69% 

Cost to income ratio 34.1% 30.7% Below 34% 

Cost of risk 0.52% 0.51% 0.6% - 0.8% 

Tier 1 capital ratio 18.5% 18.0% 16% - 18% 

NCB PROPOSED  
DIVIDEND FOR 2019

  6.9 bn
SAR
NCB’S full-year dividend of  
SAR 6.9 billion (SAR 2.30  
per share) represents a 10%  
increase over 2018.
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Group Strategic Enablers
1. Digital Transformation 
The key focus areas of NCB’s digitization drive 
are to migrate customers to digital channels 
through superior user experiences and to drive 
up digital sales. In this respect, NCB aims to:

•  Offer mobile-first – anytime, anywhere 
– instant banking.

•  Leverage advanced data analytics to grow 
digital sales.

•  Implement a ‘digital branch’ strategy, 
improving customer experience from  
agile digitization. 

NCB continued to innovate with new digital 
functionalities to better serve its customers, as 
reflected in the growth of digital sales and the 
active user base. In 2019 the Bank launched 
several initiatives and improvements across its 
broad range of digital banking channels, enabling 
customers to conduct their banking transactions 
more efficiently and with greater convenience.

Improvements to the “AlAhlieCorp” Corporate 
online portal included an upgraded user 
interface and digitizing of some transaction 
banking services such as issuance of certain 
letters of guarantee. Functionalities were also 
significantly expanded for sole proprietorships, 
digitizing the opening of accounts and requests 
for point of sale terminals.

For retail customers using “AlAhliOnline” and 
“AlAhliMobile”, further streamlining of digital 
account opening resulted in new digitally 
opened current accounts rising from 19% of 
total accounts opened at the end of 2018 to  
71% during 2019.

These digital initiatives enabled strong growth 
in retail digital sales from 28% of all retail sales 
in 2018 to 51% in 2019. Additional digital 
functionalities deployed during 2019 enabled a 
further decline in branch financial transactions, 
now comprising only 2.2% of total transactions 
compared to 2.6% in 2018, which represents an 
improvement of 18%. Overall, in 2019 active retail 
digital users reached 62% of the total base, 
compared to 50% in 2018.

Business Review Continued

38



To support the Bank’s digital transformation, 
NCB continued to invest in its information 
technology infrastructure. Many initiatives were 
completed during the year, including a new 
operational data store, same-day international 
transfers in major foreign currencies, data 
analytics support, increased project delivery 
efficiency, consolidation and rationalization of  
IT infrastructure and expanded use of straight-
through processing in different business lines. 
Overall, these improvements expanded system 
efficiency, reduced turnaround time, and 
increased platform availability.

The Bank has continued to enjoy recognition  
for its digitization efforts with many awards, 
including ‘Best Consumer Digital Bank in the 
Middle East’, Saudi Arabia’s ‘Best Consumer 
Digital Bank’, ‘Best Overall Corporate/Institutional 
Digital Bank’, and ‘Most Innovative Digital Bank 
for Consumers’ from Global Finance.

2. Lean Distribution 
To meet the demands of Saudi Arabia’s large 
geographic distribution, expanding economy, and 
growing population, NCB has put in place a 
distribution strategy to acquire new customers, 
grow market share and enhance productivity. 
This involves rolling out lean branches with 
self-service technology with the aim of growing 
the branch network and enhancing in-branch 
sales while improving the customer experience.

During 2019, NCB continued its focus on lean 
branch distribution, as 33 new branches were 
added to bring the total in the Kingdom to 434. 
This was achieved with no increase in headcount 
and was driven principally by expanded digital 
functionality. The most recently opened lean 
branches average only six employees, reducing 
the average number of employees per branch  
to 9.6 as at 31 December 2019 compared with 
9.9 at the end of 2018. The number of ATMs 
increased to reach 3,625 devices. No fewer than 
210 self-service kiosks were deployed in 2019, 
bringing the total to 315 by year end, converting 
75% of the covered service transactions to 
digital where installed.

3. Productivity 
Continuous process improvement, automation  
of back-office operations, and enhancements  
of customer care and experience remained key 
strategic focus areas for NCB during 2019.

A key priority was to accelerate the automation 
of back-office processes, including robotics 
process automation, to increase process 
execution accuracy and reduce turnaround times. 
As at 31 December 2019, the Bank operated 55 
bots across operations and customer account 
management, building on the 2018 automation 
of processes in payments operations.

EXPANSION OF LEAN  
BRANCH DISTRIBUTION

 +210
SELF-SERVICE KIOSKS
210 new self-service kiosks  
were deployed in 2019,  
bringing the Kingdom wide  
total to 315.
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Business Review Continued

Significant process improvements in residential 
financing included automation of certain property 
appraisal and legal processes, and enhanced 
document management functionality. These 
initiatives reduced the turnaround time of the 
overall process. Similarly, further progress was 
achieved in automating the onboarding processes 
in current account acquisition and in NCB’s 
award-winning QuickPay remittance business.

These process improvements in aggregate 
improved employee efficiency and productivity, 
with the ratio of front-office to back-office staff 
improving to 72.2%:27.8% from 71.9%:28.1% in 
2018, and net operating revenues generated per 
employee rising from SAR 2.21 million to SAR 
2.46 million.

NCB has always placed a central emphasis  
on customer care. During 2019, governance on 
customer experience was strengthened with  
the introduction of a dedicated Customer Care 
Committee chaired by the CEO. During 2019  
a major overhaul of the related internal and 
client touchpoint processes was conducted, 
leading to significant improvement in customer-
request fulfillment quality and turnaround time 
for resolution.

4. Human Capital
NCB holds a strategic aspiration to be the 
Employer of Choice in Saudi Arabia. Its people 
are a crucial enabler for the achievement of  
the Bank’s strategic and operational agenda. 
The Bank’s efforts to retain highly qualified 
employees and provide them with opportunities 
for career advancement have resulted in 
maintaining staff attrition at only 3.5%. 

Of NCB employees, 97.6% are Saudi nationals 
and senior management are 100% Saudis. The 
Bank continues its commitment to improving 
female participation in the workforce. New hires 
in 2019 were 20.5% female and women now 
account for 13.5% of total employees, compared 
to 13.1% at the end of 2018.

NCB operates several structured recruitment 
and training programs to support the Bank’s 
future needs. The Rowad AlAhli program, aimed 
at recruiting and training the Saudi leaders  
of tomorrow, graduated 99 employees during 
the year, while 247 employees qualified from  
the Branches New Hire program, designed to 
develop retail bankers. 
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A FURTHER 221 EMPLOYEES 
TOOK PART IN NCB’S LEADERSHIP 
DEVELOPMENT AND COACHING 
PROGRAMS IN 2019.

RETAIL BANKING  
PROFITABILITY IN 2019

 +32%
Strong growth in 2019 saw  
Retail Banking’s net income  
grow 32% to SAR 5.77 billion.

Retail Banking – Financial Overview 2019 
2019

SAR Million
2018

SAR Million
Change

SAR Million

Total assets 153,735 134,021 +15%

Financing and advances, net 122,573 103,590 +18%

Customers’ deposits 228,551 242,562 -6%

Operating income 10,052 8,672 +16%

of which    

Net special commission income 8,711 7,500 +16%

Fee income from banking services, net 1,036 1,073 -4%

Operating expenses (3,909) (4,005) -2%

Impairment charge (446) (274) +63%

Other income (expenses) 69 (18) -473%

Net income for the period before Zakat 5,765 4,375 +32%

% of total assets 30.3% 29.6% +2%

Cost to income (%) 38.9% 46.2% -16%

Cost of risk (%) 0.39% 0.27% +42%

Return on assets (%) 4.01% 3.49% +15%

The specialized AlAhli Technology Program 
qualified 36 employees, taking the total number 
of graduates to 85.

Learning and personal development plans were 
increasingly delivered digitally, with over 7,290 
employees participating in these development 
programs during the year. A further 221 
employees took part in the Bank’s leadership 
development and coaching programs. The  
Bank also supports its workforce through 
comprehensive programs to promote wellbeing 
and engagement, and to foster a fulfilling and 
rewarding work environment.

The Bank operates a share-based long-term 
deferred compensation incentive plan for 
executives and senior managers who influence 
the success of the bank. It also provides 
risk-based compensation for material risk 
takers and controllers, deferring a portion of 
their variable pay. These plans are designed  
to retain promising leaders and align their 
compensation with shareholders’ interests  
and the risk profile of the Bank.

NCB received recognition for its market-leading 
employee training and development programs 
by being honored for ‘Best Human Resource 
Development’ by Banker Middle East.

SEGMENTAL BUSINESS REVIEW

Retail Banking
NCB’s Shariah-compliant Retail branch  
network and Private Banking franchise deliver 
comprehensive and innovative banking 
solutions, serving the full spectrum of customer 
segments in the Kingdom through an expansive 
physical and digital distribution platform. On the 
Retail financing front, NCB is a primary player 
with a large and growing market share, excelling 
in its offering of personal finance, residential 
finance, auto lease and credit cards. Retail 
Banking also effectively serves its customers 
through its well-positioned and comprehensive 
offering including current accounts, liabilities 
solutions, and QuickPay remittance services.

Strategic and Operational Review 2019 
Retail Banking’s primary strategic objective  
was to expand its market share in financing, 
particularly in mortgage, while leveraging NCB’s 
growing distribution network and digital 
infrastructure. Additional strategic focus areas 
included current accounts, credit cards, and 
ongoing digitization of the customer experience.

During 2019, net financing expanded 18% to 
SAR 122.57 billion, boosting Retail’s market 
share of financing by 70 basis points to reach 
22.2% as at 31 December 2019. This growth was 
primarily driven by Retail Banking’s strategic 
focus on residential finance. 
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Mortgage growth was accelerated, supported  
by the wide range of residential financing 
products made available in partnership with  
the Ministry of Housing and REDF. These 
included mortgages against ready units, 
self-construction, off-plan, and equity release.

As a result, the residential finance portfolio grew 
57% to reach SAR 37 billion. During the year, 
93% of mortgage origination was underwritten 
in partnership with the Ministry of Housing and 
REDF programs, compared to 27% in 2018 and 
1% in 2017.

NCB’s efforts in mortgage finance were 
recognized by the Ministry of Housing as  
Saudi Arabia’s ‘Best Real Estate Finance Bank’ 
and ‘Best Real Estate Finance Program’.

On the liabilities side, Retail Banking saw a 
slight decline in customers’ deposits, which 
stood at SAR 228.55 billion in 2019.

Retail Banking continued to make solid progress 
on personal finance, growing the portfolio and 
launching alternative sales channels. NCB 
continued to be a key player in auto lease, 
maintaining strong relationships with auto 
dealers and distributors across the Kingdom  
to increase convenience for customers and 
improve the sales experience. Progress was also 
made in the cards business, as credit card 
revenues increased by 4% during the year on 
higher special commission income, fees and 
foreign exchange income.

Lean distribution, digitization and process 
automation efforts brought further significant 
benefits, including a 2% reduction in Retail 
Banking’s cost base and a 730 basis points 
improvement in its cost to income ratio. 
Digitization has also been instrumental in 
driving sales growth, with 51% of all retail sales 
being facilitated digitally in 2019 compared with 
28% in 2018.

Financial Overview 2019 
Retail Banking’s total operating income grew 
16% from SAR 8.67 billion to SAR 10.05 billion. 
Net special commission income amounted to 
SAR 8.71 billion, up 16% due to an 18% increase 
in retail financing, led by strong mortgage 
origination and an improved net special 
commission margin. Fee income declined 4%  
to SAR 1 billion.

The impairment charge for 2019 increased  
by SAR 172 million to SAR 446 million due 
mainly to growth in financing and lower 
recoveries, while the quality of the portfolio 
remained stable.

The combined impact of strong operating 
income growth and improved operational 
efficiency, reduced in part by higher impairment 
charges, resulted in strong growth in Retail 
Banking’s net income – up 32% to SAR 5.77 
billion in 2019.

Business Review Continued

NCB CONTINUED TO BE A  
KEY PLAYER IN AUTO LEASE, 
MAINTAINING STRONG 
RELATIONSHIPS WITH AUTO 
DEALERS AND DISTRIBUTORS 
ACROSS THE KINGDOM.
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Corporate Banking
NCB’s market-leading Corporate Banking 
franchise offers innovative Shariah-compliant 
and conventional financing, deposit products, 
transaction banking and commercial services  
to the full spectrum of Saudi businesses, from 
small and medium enterprises to the most 
sophisticated specialized financing needs. With 
distinct capabilities in project finance and 
structured finance, Corporate Banking covers 
the full spectrum of customer segments with  
its comprehensive offering.

Strategic and Operational Review 2019
Corporate Banking’s strategic objectives in 2019 
included targeting Vision 2030 sectors, such as 
health, education, infrastructure, recreation, and 
tourism – as well as cross-selling Treasury, Trade, 
and Cash Management products to its large 
customer base. Corporate Banking continually 
strives to improve customer service through 
process digitization. Strengthening of credit 
lifecycle management and expansion of collections 
capacity continue to increase recoveries.

During 2019, NCB delivered strongly on these 
strategic priorities, with robust credit origination, 
and strong credit quality, gaining particular 
traction with large corporates by leveraging its 
specialized finance expertise. 

Corporate Banking helped to finance many large 
industrial and infrastructure projects, including 
the first independent wind power project in the 
Gulf region. In the recreation and tourism sector, 
the Bank financed several hospitality projects 
and increased financing support to Hajj and 
Umrah operators.

Under the Kingdom’s Vision 2030, the small and 
medium enterprise sector is targeted to reach 
20% of bank financing. NCB has played a 
central role in supporting SMEs and the 
realization of Government support programs  
for the segment. In 2019, the Bank remained a 
market leader in SME financing, with SAR 23 
billion of credit extended and 9% growth in the 
number of borrowing clients reaching 6,522.  
The Bank operated 12 SME service centers and 
signed several partnership agreements with 
Monshaat, the General Authority for Small and 
Medium Enterprises. In 2019 NCB was ranked 
first among Saudi Banks in Kafalah guarantees 
issued to SMEs.

Corporate Banking’s cash management offering, 
together with enhanced cross-selling of 
Treasury products to its customers, drove a 17% 
improvement in fee income. 

Corporate Banking – Financial Overview 2019
2019

SAR Million
2018

SAR Million
Change

SAR Million

Total assets 133,425 134,128 -1%

Financing and advances, net 128,778 130,667 -1%

Customers' deposits 86,667 48,042 +80%

Operating income 4,385 4,061 +8%

of which    

Net special commission income 3,872 3,623 +7%

Fee income from banking services, net 514 440 +17%

Operating expenses (909) (922) -1%

Impairment charge (555) (724) -23%

Other income (expenses) (17) (17) -1%

Net income for the period before Zakat 2,905 2,399 +21%

% of total assets 26.3% 29.7% -11%

Cost to income (%) 20.7% 22.7% -9%

Cost of risk (%) 0.41% 0.56% -26%

Return on assets (%) 2.17% 1.84% +18%

NCB FINANCING OF SME  
CLIENTS IN 2019

 23 bn
SAR
SAR 23 billion of credit was  
extended, with the number of 
borrowing clients rising 9%.
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Business Review Continued

Corporate Banking also continued to implement 
its digital agenda, expanding digital migration to 
64% from 54% in 2018, and expanding the digital 
offering, including the introduction of same- 
day international transfers in major currencies, 
and a completely overhauled “AlAhlieCorp”  
online platform.

Over the year, Corporate Banking sustained the 
quality of the corporate portfolio and expanded 
collections capacity resulting in a two-fold year- 
on-year increase in collections.

Financial Overview 2019 
Total operating income for Corporate Banking 
grew by 8% to SAR 4.39 billion compared to 
SAR 4.06 billion in 2018. Net special commission 
income grew by 7% to SAR 3.87 billion despite 
falling rates. Fee income improved by 17% to 
SAR 514 million due to higher lending-related 
fees, partly offset by lower trade finance fees, 
reflecting a softer trade finance market during 
the year. 

Corporate financing levels were down 1% to  
SAR 128.8 billion driven by repayments, though 
origination momentum continued to be healthy 
within the larger borrowing segments.

Customers’ deposits grew by 80% to SAR 86.67 
billion, which was supportive of asset growth and 
optimized the funding mix available. Operating 
expenses declined by 1% (SAR 13 million) to SAR 
909 million. The corporate impairment charge 
improved by 23% to SAR 555 million, due to a 
reduction in non-performing loans, particularly 
in the building and construction sector, and from 
increased recoveries.

Strong operating income gains from effective 
re-margining and lower impairment charges 
drove a 21% increase in net income to SAR 2.91 
billion and a 33-basis points improvement in 
return on assets to 2.2%.
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Treasury
NCB operates the largest Treasury business 
among Saudi Arabian banks, providing a full range 
of Treasury and correspondent banking products 
and services to the Group’s clients. This includes 
money market and foreign exchange, as well as 
investment and trading activities (local and 
international) and managing liquidity risk, market 
risk, and credit risk related to investments. 

Strategic and Operational Review 2019 
Treasury’s strategic objectives for 2019 were to 
diversify funding to broaden and deepen liquidity 
access, while sustaining recurring investment 
returns and enhancing cross-selling of Treasury 
products. Strategic focus areas to achieve this 
included the phased expansion of Treasury hubs 
internationally, optimization of the investment 
portfolio to enhance quality, liquidity and returns, 
and driving Islamic product innovation to diversify 
liquidity sources and enhance cross-selling.

Treasury maintained its leading market position 
across its broad range of treasury products. This 
was driven by continued focus on innovation 
and introduction of yield enhancement solutions, 
hedging products and liquidity instruments, in 
both conventional and Shariah-compliant formats. 

In the second quarter, Treasury received its 
banking license for NCB’s Singapore hub, which 
became fully operational in the third quarter and 
concluded its first transaction during October. 
The addition of this hub expands the Bank’s 
reach for investment and funding opportunities.

Treasury manages the largest investment 
portfolio among Saudi banks and remained 
active in market making for local issuances of 
Saudi Government bonds, increasing the Bank’s 
holdings to SAR 69 billion. The investment book 
was further optimized during the year, together 
with favorable market conditions resulting in 
175% growth in investment income to SAR 1.4 
billion. With almost 87% of the book being 
investment grade, quality remained strong.

Treasury successfully managed the liquidity 
needs of the Bank by raising funding through 
wholesale and time deposits from retail and 
institutional clients. The Bank maintained a 
strong liquidity profile, with the average daily 
liquidity coverage ratio stable at 168.9% during 
the fourth quarter of 2019.

Financial Overview 2019 
Treasury reported a steady performance for  
the year with total operating income stable at 
SAR 3.92 billion. Higher investment income and 
client revenue from increased cross-selling 
activities largely offset the decline in net special 
commission income. Operating expenses rose 
4% to SAR 458 million, while investment 
impairments improved by 181%.

The stability of operating income, together  
with an improving risk cost, resulted in a 2% 
improvement in Treasury net income to SAR 
3.50 billion.

Treasury – Financial Overview 2019
2019

SAR Million
2018

SAR Million
Change

SAR Million

Total assets 185,235 149,511 +24%

Investments, net 134,077 118,090 +14%

Operating income 3,922 3,947 -1%

of which    

Net special commission income 1,981 2,732 -27%

Fee income from banking services, net 86 109 -21%

Other operating income 1,855 1,105 +68%

Operating expenses -458 -440 +4%

Impairment (charge) release 56 -70 -181%

Other income (expenses) -23 -19 +22%

Net income for the period before Zakat 3,497 3,418 +2%

% of total assets 36.5% 33.1% +10%

Cost to income (%) 11.7% 11.2% +5%

Return on assets (%) 2.1% 2.2% -5%

HIGHER INVESTMENT  
RETURNS IN 2019

 +175%
The investment book was further 
optimized and favorable market 
conditions contributed to 175% 
growth in investment income.
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Business Review Continued

NCB Capital
NCB Capital is Saudi Arabia’s largest investment 
bank and asset manager, offering wealth 
management, asset management, investment 
banking, and brokerage services to the 
Kingdom’s retail, affluent, high net worth, and 
institutional clients.

Strategic and Operational Review 2019 
As Saudi Arabia’s largest investment bank and 
asset manager, NCB Capital continues to be 
well-positioned to capture future growth. In 
2019, the firm’s strategic focus areas were to 
sustain and grow market leadership through 
product innovation, grow recurring revenues by 
increasing assets under management, grow 
brokerage and securities services revenue 
market share, support the growing needs of 
Government-related entities, and continue to 
increase efficiency and improve productivity.

With SAR 156 billion in client assets under 
management across various local and 
international asset classes at the end of 2019 
and an MQ1 rating – Moody’s highest rating for 
investment manager quality – NCB Capital is 
the Kingdom’s largest asset manager and one 
of the region’s largest providers of employee 
savings programs. 

During the year, NCB Capital’s Asset 
Management business launched the NCB Capital 
Real Estate Credit Fund I and expanded its AlAhli 
REIT Fund (1). It also added four new clients to 
its employee savings program platform. 

In recognition of these efforts, NCB Capital was 
named ‘Best Islamic REIT of the Year, Saudi 
Arabia’ by Global Business Outlook and won 
three more asset management awards from 
International Finance, International Business 
magazine and Capital Finance International. 

In the competitive local brokerage sector, NCB 
Capital’s Securities business succeeded in 
improving its ranking, closing the year as Saudi 
Arabia’s second largest broker. Much of this 
success can be attributed to the strengthening 
of the firm’s retail and institutional offerings 
such as international brokerage rollout, 
significant online enhancements, and expansion 
of research and margin trading activities. NCB 
Capital also won the annual ‘Best Equity 
Research Company, Saudi Arabia’ award from 
Global Business Outlook. 

In its Investment Banking business, NCB Capital 
successfully built on its leadership by being 
appointed joint global coordinator, book runner, 
and underwriter for the world’s largest IPO 
– Aramco’s SAR 110.4 billion listing in Saudi 
Arabia. Among the firm’s additional notable 
mandates were the Arabian Centres Company 
IPO (SAR 2.8 billion) and the international bond 
issuances of both Saudi Aramco (SAR 45.0 
billion) and the Saudi Arabian Ministry of 
Finance (SAR 28.1 billion).

WITH SAR 156 BILLION IN  
ASSETS UNDER MANAGEMENT, 
NCB CAPITAL IS THE KINGDOM’S 
LARGEST ASSET MANAGER.
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NCB Capital also made significant progress 
towards improving efficiency and productivity 
through premises and resource optimization, all 
of which improved its cost to income ratio by 
610 basis points to 41.6%.

Financial Overview 2019 
NCB Capital’s net income increased by 22% in 
2019 to SAR 459 million, as a result of higher 
operating income and lower operating expenses. 

Operating income rose by 9% primarily driven 
by relatively stable recurring revenues, 
increased revenues from the firm’s investment 
and margin lending activities, and higher 
transaction fees from the firm’s investment 
banking activities. 

NCB Capital – Financial Overview 2019
2019

SAR Million
2018

SAR Million
Change

SAR Million

Assets under management 156,027 144,096 +8%

Brokerages volume 183,375 182,949 +0%

Operating income 787 720 +9%

of which    

Net special commission income 18 10 +82%

Fee income from banking services, net 715 695 +3%

AUM related fee income 500 512 -2%

Brokerage related fee income 124 135 9%

Other operating income 53 15 +249%

Operating expenses (328) (344) -5%

Net income for the period before Zakat 459 376 +22%

% of total assets 0.41% 0.38% -3%

Cost to income (%) 41.6% 47.7% -13%

NCB CAPITAL NET 
INCOME IN 2019

 +20%
The firm made significant progress 
towards improving efficiency and 
productivity through premises and 
resource optimization.
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Türkiye Finans Katılım Bankası – Financial Overview 2019
2019

SAR Million
2018

SAR Million
Change

SAR Million

Total assets 32,777 32,915 -0%

Financing and advances, net 19,524 21,211 -8%

Customers’ deposits 25,608 19,281 +33%

Operating income 1,461 1,527 -4%

of which    

Net special commission income 1,224 1,258 -3%

Fee income from banking services, net 176 212 -17%

Other operating income 61 57 +7%

Operating expenses (727) (940) -23%

Impairment charge (475) (363) +31%

Other income (expenses) 34 40 -16%

Net income for the period before Zakat 293 263 +11%

% of total assets 6.5% 7.3% -11%

Cost to income (%) 49.7% 61.6% -19%

Cost of risk (%) 2.21% 1.46% +52%

Return on assets (%) 0.89% 0.74% +20%

Türkiye Finans Katılım Bankası
NCB has a 67.03% interest in Shariah-compliant 
Türkiye Finans Katılım Bankası (TFKB), a 
participation bank, which operates by attracting 
current accounts and profit-sharing investment 
accounts, and extending financing to retail and 
corporate clients through finance, lease, and 
profit/loss sharing partnerships.

Strategic and Operational Review 2019
The operating environment in 2019 was marked 
by further depreciation of the Turkish lira and 
ongoing inflationary pressures. At the same 
time regulators called on Turkish banks to 
classify certain exposures to non-performing 
status, which led to non-recurring, elevated 
levels of impairments at TFKB. These factors 
impacted TFKB’s 2019 results. Despite the 
operating environment conditions, TFKB 
remains well capitalized and liquid, having 
delivered solid growth in customers’ deposits.

The key strategic objective for TFKB was to 
improve productivity. TFKB has continued to 
execute a transformation program aimed at 
managing asset quality, enhancing governance 
and sustaining net income growth. This includes 
the expansion of branch and digital channels to 
drive customer acquisition, strengthen the 
liquidity profile and diversify the funding 
structure, strengthen underwriting, improve 
collections, increase automation and drive 
capacity optimization. During 2019, nine new 
branches were opened and five branches 
optimized, taking the total to 310, while 
rationalizing the overall headcount by 5%. 

At the same time, TFKB further upgraded its 
digital channels, resulting in improvement of the 
digitization ratio from 81% at the end of 2018 to 
91% as at 31 December 2019.

Despite local economic headwinds and Turkish 
lira depreciation, TFKB delivered a resilient 
underlying performance, reporting total 
operating income growth in their local currency 
of 19%, while net income in Turkish lira terms 
declined 15% due to inflationary pressures on 
operating expenses, and higher impairments as 
the Turkish banking regulator called on the 
banking sector to classify certain exposures to 
non-performing loans. 

During 2019, financing grew 3% and significant 
progress was made in strengthening the 
liquidity profile of TFKB. The bank reported 
strong growth of 49% in customers’ deposits in 
local currency terms and significantly reduced 
reliance on wholesale funding. This improved the 
financing to customers’ deposits ratio to 76.2% 
as at 31 December 2019 compared to 110.0% at 
the beginning of the year. 

As a result of the foreign currency impact and 
impairment of goodwill during 2018, the 
corresponding operating income growth was -4%. 
Net income growth in 2019 was 11%. Financing 
declined 8%, and customers’ deposits grew 33%.

In recognition of the bank’s achievements, TFKB 
was named ‘Best Participation Bank’ in Turkey 
by Islamic Finance News for the fourth 
consecutive year.

Business Review Continued

TÜRKIYE FINANS FINANCING  
TO CUSTOMERS’ DEPOSITS

 76%
Financing to Customers’ Deposits 
ratio improved to 76% from  
110% in 2018, enhancing TFKB’s 
liquidity position.
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STRATEGY 2020

NCB’s strategic agenda for 2020 will capture the opportunities arising from the expected growing demand for financing and improving 
macro-economic fundamentals in Saudi Arabia. Strategic imperatives prioritized for the coming year are:

Asset deployment
Retail: Grow financing with a focus on 
mortgage.

Corporate: Improve returns through focused 
expansion, targeting mega financing, SMEs 
and investing in transaction banking.

Treasury: Sustain investment returns 
through focusing on recurring revenues, 
while maintaining overall quality and liquidity.

Subsidiaries: Increase value contribution  
of subsidiaries by focusing on growing  
key lines of business, while enhancing 
efficiency and productivity.

Funding
Current Accounts: Grow current accounts 
by expanding the distribution and coverage 
model, increasing digital sales, upgrading 
the customer experience, and enhancing 
cash management solutions.

Wholesale Funding: Expand funding options 
by implementing comprehensive wholesale 
funding programs across maturity ranges 
that optimize mix and cost.

Strategic Enablers
Digital Transformation: Expand digital 
functionality deployment by digitizing 
end-to-end customer journeys and 
leveraging predictive analytics to drive  
sales and servicing.

Productivity: Scale up robotics utilization 
and leverage artificial intelligence to further 
improve productivity and performance.

Human Capital: Attract, retain, and develop 
top talent while fostering Saudization and 
female participation in the workforce.

ASSET DEPLOYMENT

FUNDING STRATEGIC ENABLERS

RETAIL

Grow Mortgages
•  Sales channels
•  Digitization

CORPORATE

Imporve Returns
•  Mega financing
•  SME
•  Transation banking

WHOLESALE FUNDING

Expand Funding Options
•  Programs across maturity 

and seniority spectrums
•  Mix and cost optimization

CURRENT ACCOUNTS

Grow Current Accounts
•  Digitial and physical 

distribution
•  Cash management
• Customer coverage models

TREASURY

Sustain Investment Returns
•  Recurring revenues 

Portfolio Liquidity and 
Quality

DIGITAL

Accelerate Digital 
Transformation
•  Digital sales
•  Advanced analytics

SUBSIDIARIES

Grow Value Contribution
•  Key business lines
•  Efficiency and productivity

PRODUCTIVITY

Increase Operational  
Efficiency
•  Lean distribution
•  Robotics and AI

The National Commercial Bank | Annual Report 2019  49




