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Earnings Release 

NCB reports 5% net income growth to SAR 9.8 billion in 2017 

§ FY 2017 net income growth of 5% to SAR 9.80 billion on improving operational efficiency and 
lower impairments 

§ Domestic total operating income increased by 2%; depreciation in Turkish Lira drove overall 2% 
decline in Group operating income to SAR 18.35 billion 

§ Operating expenses for FY 2017 improved 8% to SAR 6.45 billion from ongoing digitization and 
productivity initiatives; Cost to income ratio improved 257bps to 35.2% 

§ FY 2017 impairment charge at SAR 1.94 billion, down 9% on improved Retail and International 
credit charges; Cost of risk stable at 0.7% 

§ Total assets stable at SAR 443.9 billion; Financing and advances declined 2% to SAR 249.2 billion, 
reflective of subdued environment as well as corporate repayments and depreciation in Turkish 
Lira 

§ Customers’ deposits declined 2% to SAR 308.9 billion from funding mix optimization; CASA 
growth of 6% 

§ Strong capitalization with T1 of 17.7% and CAR of 20.0% 
§ Liquidity Coverage Ratio of 177% and Financing to customers’ deposits ratio of 81% demonstrate 

comfortable liquidity positon 
§ Dividend per share of SAR 1.70 proposed for FY 2017, up 6% from FY 2016 
 
Jeddah, 12 February 2018.  NCB reported a solid 5% net income growth in 2017, driven by improving 
operational expenses (-8%) and lower impairment charges (-9%) more than offsetting lower total operating 
income (-2%), which was impacted by currency depreciation at the Turkish subsidiary. Against a 
challenging economic backdrop in 2017, the overall balance sheet was stable while both financing and 
deposit balances dropped 2%. During 2017, NCB has continued to strengthen its capitalisation level and 
maintained a healthy liquidity position. 
 
Mansour S. Al Maiman, Chairman of the Board of NCB Group:  

“NCB effectively executed its strategy in 2017, leading to solid operating and financial performance, as well 

as excellent shareholder returns. We successfully implemented a number of new digitization and optimization 

efforts to enhance the services we offer to our clients while maintaining strict cost discipline. For 2018, we 

expect a more favorable operating environment and have set clear strategic priorities to achieve sustainable 

growth.”  
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Group Performance Highlights 
 
NCB reported FY 2017 net income of SAR 9,802 million up 5% compared to the previous year, which 
was achieved by effective management of cost of funds, cost of operations and cost of risk against a 
backdrop of subdued economic activity and falling SAIBOR. Total operating income declined by 2% to 
SAR 18,345 million year-on-year. Domestically, operating income grew by 2% as higher net special 
commission income (+4%) was partially offset by lower fees from banking services (-2%) and lower non-
recurring investment-related income. Total operating income from International operations declined by 
28% due to lower fee and other income and a 17% depreciation in the Turkish Lira. Total operating 
expenses improved by SAR 585 million (-8%) to SAR 6,453 million on account of ongoing digitisation and 
efficiency improvement initiatives, as well as the cessation of intangible assets amortisation and currency 
depreciation in the Turkish subsidiary. In 2017, the branch network in Saudi Arabia was extended by 26 
branches to 400 with no incremental head count driven by expanded digital functionality which enabled 
a 20% decline in branch financial transactions. Through proactive remedial management and better 
recoveries during the year, total impairment charges were reduced by 9% to SAR 1,939 million. The cost 
of risk (CoR) was 0.7% for the year. The cost to income ratio improved in 2017 by 257 bps and was 
35.2%. 
 
NCB reported strong 4Q 2017 net income of SAR 2,556 million, up 12% year-on-year. The improvement 
was a result of managing operating expenses and risk cost. Total operating income declined by SAR 85 
million to SAR 4,516 million compared to the same quarter last year. Domestically, operating income 
increased marginally by SAR 12.7 million as higher net special commission income (+2%) and fees from 
banking services (+8%) were almost offset fully by lower non-recurring investment-related income. Total 
operating income from International operations declined by 19% due to lower fees from banking services 
(-20%). Total operating expenses improved by SAR 174 million (-10%) year-on-year to SAR 1,642 million. 
The cost base benefited from on-going digitization and efficiency improvement initiatives, and currency 
depreciation in the Turkish subsidiary. The cost to income ratio for the quarter ended 31 December 2017 
was 36.4%. 
 
Total assets increased by SAR 1,209 million from 31 December 2016 to SAR 443,866 million. Net 
Financing and advances declined 2% to SAR 249,234 million as at 31 December 2017 driven by a decline 
in domestic Corporate segment advances due to high repayments from certain Corporate clients during 
4Q 2017. Net financing and advances for the domestic Retail segment rose by 5%, while International 
advances decreased 8% principally due to continuing Turkish Lira depreciation. The NPL ratio stood at 
1.86% as at 31 December 2017, with strong NPL coverage of 142.6%. Customers’ deposits declined by 
2% to SAR 308,942 million during 2017 as the funding mix was optimized through a reduction in time 
deposits with offsetting increases in current accounts and interbank deposits. Current and savings 
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accounts grew by 6% since the beginning of the year and represented 77% of customers’ deposits as at 
31 December 2017. 
 
NCB maintained its strong financial position, with a core equity tier 1 capital ratio of 15.7%, a tier 1 capital 
ratio of 17.7% and an average liquidity coverage ratio for 4Q 2017 of 177.3%. Equity attributable to the 
shareholders of the bank, exclusive of the Tier 1 Sukuk, rose by SAR 3,003 million to SAR 56,041 million 
from 31 December 2016. Risk-weighted assets increased to SAR 361 billion since the beginning of the 
year. 
 
On 28 December 2017, NCB announced an increase in the Bank’s paid-up share capital through a 1 for 
2 bonus shares issue which, subject to the AGM approval will increase the paid-up share capital to SAR 
30,000 million (3 billion shares) from SAR 20,000 million (2 billion shares). Furthermore, NCB proposed a 
net final dividend of SAR 1,197 million for the second half of 2017 which, subject to the AGM approval 
takes the FY 2017 full year net dividend to SAR 3,393million or SAR 1.70 per share. This represents a 
6% dividend increase over 2016 and a 35% payout of earnings. 
 
From a strategic perspective, NCB continued its focus on digitization and lean branch expansion during 
2017. The branch network was expanded by 26 without incremental headcount, driven mainly digitization 
initiatives. These initiatives released capacity of 282 employees since the beginning of 2016 who were 
redeployed to staff 50 new branches. Additional digital functionality was deployed during 2017 enabling 
a further 20% decline in branch financial transactions, which now represent 3.9% of total transactions 
compared with 4.3% in 2016. As a result, the number of digital transactions increased 42% in 2017 and 
the percentage of digital active users increased to 37% of the total base relative to 29% in 2016. 
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Outlook 
 
Looking towards 2018, NCB expects Saudi Arabia’s economic growth to improve to 2.5% from a 0.8% 
decline in 2017, driven by higher oil prices, budgetary pro-growth measures and continued progress 
made by implementing the Kingdom’s Vision 2030 to diversify the economy and create employment 
opportunities for Saudis.  
 
NCB Group has set three strategic priorities for 2018:  
1) Corporate Banking: optimizing the operating model in corporate banking to capture accelerating 
growth from Vision 2030 initiatives and to reduce the cost of credit.  
2) Residential Financing: scaling up the product offering and sales capacity in residential mortgages to 
capture growth through government programs. 
3) Current Accounts and Capital Base Focus: growing current accounts by leveraging branch expansion 
for customer acquisition as well as enhancing the coverage model for key client segments, while 
sustaining the capital base to support lending growth. 
 
In addition, these strategic priorities are supported by continued focus on our lean distribution and 
digitization productivity enablers, which in combination position the bank well for the expected growth in 
economic activity in 2018.  
 
 
Segmental Performance Highlights 
 
Retail Banking 
Retail banking provides banking products and services, including Shariah-compliant lending and current 
accounts to individuals and private banking customers. 
 
In the fourth quarter of 2017, total operating income grew 25% year-on-year to SAR 2,221 million. 4Q 
2017 net special commission income improved by 20% compared to last year, due to a 5% increase in 
retail financing and improved net commission margin compared with 4Q 2016. Fee income increased by 
32% mainly from financing-related fees. The impairment charge in 4Q 2017 increased by SAR 91mn year-
on-year due to higher charges in 4Q 2017. Notwithstanding higher provisions, Retail Banking’s net 
income rose by SAR 485 million (+68%) to SAR 1,196 million on rising operating income and improved 
cost productivity. 
 
Retail Banking’s net income for FY 2017 improved by SAR 997 million (+33%) to SAR 4,045 million on 
rising operating income (+8%) and improved cost productivity (-8%). The net income increase was 
supported by higher net special commission income (+10%) compared to last year due to a 5% increase 
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in retail financing, higher current accounts, and an improvement in net commission margin. Lower 
operating costs of SAR 350 million also contributed towards net income growth. 
 
Corporate Banking 
Corporate banking offers a wide variety of banking products and services to small, medium and large 
organizations. 
 
Total operating income declined 8% to SAR 1,092 million in the 4Q 2017. During the period, net special 
commission income dropped 11% year-on-year to SAR 741million from both a 6% decline in corporate 
financing balances and lower commission yields resulting from lower SAIBOR rates compared with 4Q 
2016. Fee income decreased by 6% year-on-year on lower financing and trade fees. In the fourth quarter, 
the impairment charge declined by 25% year-on-year to SAR 143 million compared with SAR 191 million 
in the comparable quarter of 2016. Net income declined 2% year-on-year as the improvements in 
operating expenses (-9%) and impairments (-25%) were more than offset by the reduction in operating 
income (-8%). 
 
FY 2017 net income fell to SAR 2,350mn, -15% lower than FY 2016, primarily due to higher impairment 
charges that increased by SAR 506 million (+83%). Net operating income was higher by 2% on the back 
of a 2% increase in net special commission income. 
 
Treasury 
Treasury provides a full range of treasury and correspondent banking products and services to NCB’s 
clients, including money market and foreign exchange, in addition to carrying out investment and trading 
activities (local and international). 
 
In the fourth quarter 2017, total operating income declined by 36% YoY to SAR 624 million. This mainly 
reflected lower net special commission income on earning assets and a reduction of investment related 
income. Investment impairments were at similar levels to 4Q 2016 at SAR 71 million. Net income declined 
by 38% to SAR 455 million. 
 
FY 2017 net income was 9% lower than the previous year (SAR 3,087million in FY 2016). The drop in net 
income was largely attributable to lower net special commission income on earning assets as well as a 
reduction of investment related income from repositioning the investment portfolio. This was partially offset 
by lower impairment charges by SAR 138 million in FY 2017. 
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Capital Market 
NCB Capital (subsidiary) provides wealth management, asset management, investment banking and 
shares brokerage services to local, regional and international clients. 
 
In the fourth quarter of 2017, total operating income improved 9% to SAR 174 million as a result of higher 
fee income, mainly from the asset management business, while operating expenses improved by 8% to 
SAR 90 million. As a result, net income increased by SAR 29 million to SAR 92 million for the fourth 
quarter 2017. 
 
NCB Capital managed to increase its full year net income to SAR 303 million (+29%) by growing its net 
operating revenue that increased to SAR 636 million (+9%). 
 
International  
International is comprised principally of banking activities of Turkish participation bank, Türkiye Finans 
Katılım Bankası (subsidiary). 
 
Total operating income was 19% lower at SAR 405 million in 4Q 2017 due to a decline in fee and other 
income on account of both organic decline as well as depreciation of Turkish Lira. Operating expenses 
rose 26% to SAR 214 million largely from increases in staff costs due to cost-of-living adjustments. 
Impairment charges for the fourth quarter 2017 declined by 61% due to limited new NPL formation, further 
aided by the Turkish Lira depreciation. Net income improved by SAR 72 million on the back of lower 
provisions. 
 
FY 2017 net income rose by 64% to SAR 463 million as lower impairment charges (-63%) and operating 
expenses (-21%) more than offset a 28% decline in operating income from higher foreign exchange 
trading losses. 
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Income Statement Summary 

SAR (mn) 4Q 2017 3Q 2017 
QoQ % 

change 
4Q 2016 

YoY % 

change 
FY 2017 FY 2016 

YoY % 

change 

	 	 	 	 	 	 	 	 	 

Net special commission 

income 
3,378  3,449  -2% 3,324  +2% 13,661  13,550  +1% 

Fee and other income 1,138  1,042  +9% 1,277  -11% 4,684  5,098  -8% 

Total operating income 4,516  4,492  +1% 4,600  -2% 18,345  18,647  -2% 

Operating expenses (1,642) (1,602) +3% (1,816) -10% (6,453) (7,038) -8% 

Total impairment charge (347) (695) -50% (439) -21% (1,939) (2,137) -9% 

Income from operations, net 2,526  2,195  +15% 2,345  +8% 9,953  9,472  +5% 

Net income attributed to 

equity holders 
2,556  2,126  +20% 2,287  +12% 9,802  9,317  +5% 

	 	 	 	 	 	 	 	 	 

EPS 1.23  1.02  +21% 1.11  +12% 4.74  4.51  +5% 

DPS, net 0.60 0.00  	 1.00  -40% 1.70  1.60  +6% 

ROE 17.8% 15.2% +18% 16.8% +6% 17.4% 17.8% -2% 

ROA 2.4% 1.9% +22% 2.1% +12% 2.2% 2.1% +6% 

Net special commission 

margin 
3.49% 3.45% +1% 3.29% +6% 3.48% 3.35% +4% 

Cost to income 36.4% 35.7% +2% 39.5% -8% 35.2% 37.7% -7% 

Cost of Risk 0.4% 1.1% -59% 0.6% -23% 0.7% 0.7% -2% 
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Balance Sheet Summary 

SAR (mn) 
31 December 

2017 

30 September 

2017 

QoQ % 

change 

31 December 

2016 

YoY % 

change 

	 	 	 	 	 	 

Investments, net 114,578  116,900  -2% 111,509  +3% 

Financing and advances, net 249,234 256,852  -3% 253,592  -2% 

Total assets 443,866 444,679  -0% 442,657  +0% 

Customers’ deposits 308,942 302,593 +2% 315,618 -2% 

Debt securities issued 10,250 10,166 +1% 9,918 +3% 

Total liabilities 379,590  381,944  -1% 382,731  -1% 

Equity attributable to shareholders 56,041  54,433  +3% 53,038  +6% 

Total equity 64,276  62,736  +2% 59,926  +7% 

	 	 	 	 	 	 

Risk weighted assets 361,107  379,814  -5% 352,547  +2% 

CET1 ratio 15.8% 14.5%  	+8% 15.3%  +3% 

T1 ratio 17.7% 16.4% +8% 16.9% +5% 

TC ratio 20.0% 18.5% +8% 19.2% +4% 

      

Liquidity coverage ratio (LCR) 177.3% 172.5% +3% 172.5% +3% 

Basel III leverage ratio 13.0% 12.7% +3% 12.2% +7% 

Financing to customers’ deposits ratio 80.7% 84.9% -5% 80.3% +0% 

      

NPL ratio 1.9% 1.8% +5% 1.5% +23% 

NPL coverage ratio 142.6% 142.3% +0% 151.0% -6% 
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Segmental Performance Summary 

SAR (mn) 4Q 2017 3Q 2017 
QoQ % 

change 
4Q 2016 

YoY % 

change 
FY 2017 FY 2016 

YoY % 

change 

	 	 	 	 	 	 	 	 	 

Total operating income         

Retail 2,221 2,126 +4% 1,782 +25% 8,304 7,705 +8% 

Corporate 1,092 1,042 +5% 1,187 -8% 4,477 4,387 +2% 

Treasury 624 763 -18% 970 -36% 3,333 3,745 -11% 

Capital Market 174 154 +13% 160 +9% 636 581 +9% 

International 405 406 -0% 501 -19% 1,595 2,230 -28% 

Total 4,516 4,492 +1% 4,600 -2% 18,345 18,647 -2% 

	 	 	 	 	 	 	 	 	 

Net income for the period         

Retail 1,196 1,022 +17% 711 +68% 4,045 3,048 +33% 

Corporate 691 311 +122% 708 -2% 2,350 2,763 -15% 

Treasury 455 656 -31% 729 -38% 2,804 3,087 -9% 

Capital Market 92 76 +21% 63 +46% 303 234 +29% 

International 187 94 +98% 116 +62% 463 283 +64% 

Total 2,621 2,159 +21% 2,326 +13% 9,965 9,416 +6% 

	 	 	 	 	 	 	 	 	 

 

31 

December 

2017 

30 

September 

2017 

QoQ % 

change 

31 

December 

2016 

YoY % 

change 
   

	 	 	 	 	 	 	 	 	 

Total assets         

Retail 108,503 106,939 +1% 104,972 +3%    

Corporate 133,051 143,378 -7% 139,274 -4%    

Treasury 162,709 153,802 +6% 156,288 +4%    

Capital Market 1,388 1,562 -11% 1,314 +6%    

International 38,214 38,998 -2% 40,809 -6%    

Total 443,866 444,679 -0% 442,657 +0%    
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Additional Information 

NCB’s 4Q 2017 financial statements, earnings release, investor presentation and financial data pack are 
available to the general public on the IR website:  
http://www.alahli.com/en-us/Investor_Relation 
 
 
NCB Group Contacts 

 
Institutional investors 

Mr. Abdulbadie Alyafi  
Head, Investor Relations 
T: +966 12 646 3988 
E: investorrelations@alahli.com 
 
Media 

Mr. Mohammed Almarri 
NCB Press Office 
T: +966 12 646 3202 
E: pressoffice@alahli.com 
 
National Commercial Bank  
P.O. Box 3555 
21481 Jeddah, Kingdom of Saudi Arabia  
 


