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In this report, KPMG professionals have analyzed the results of
leading listed commercial banks from each GCC country — the
Kingdom of Bahrain (Bahrain), the State of Kuwait (Kuwait), the
Sultanate of Oman (Oman), the State of Qatar (Qatar), the
Kingdom of Saudi Arabia (Saudi Arabia or KSA) and the United
Arab Emirates (UAE). The results and selected key performance
indicators (KPIs) of the 55 selected GCC banks for the year-ended
31 December 2019 are summarized and compared with those
from last year (year-ended 31 December 2018).
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We are delighted to launch the fifth edition of KPMG's Gulf
Cooperation Council (GCC) listed bank results report that analyses
the financial results for leading listed commercial banks across the

GCC, comparing these with the previous year. This report
provides banking industry leaders with succinct analysis,
comparing banking sector key performance indicators across the
GCC, and furnishes forward-looking views and insights.

The 2019 report, titled ‘New age banking’, focusses on
some of the key financial trends identified in the banking
sector across the region, including:

— asset and profitability growth

— modest cost efficiencies

— higher share prices

— higher NPL ratios

— increased loan impairment charges.

The financial trends identified through our analysis were
largely positive, which, given the unique political and
economic circumstances the region has witnessed in
recent years, is particularly impressive, reflecting the
continued resilience of the banking sector. This report
highlights the optimism on the back of these positive
financial results, which coupled with the increasing focus
on ‘digitization’ in the region, has resulted in banks
moving toward a more innovative approach. With the
constant advancement and evolution of technology, we
are witnessing banks gear up for this ‘'new age banking,’
albeit in a measured manner.

As the preparation of this report is underway, we are
going through an unprecedented pandemic, unlike
anything that the current generation has experienced,
which will have a major impact on economies across the
globe. The increased optimism immediately after the end
of 2019 referred to above will now clearly be affected,
and given the current uncertainties, banking leaders will
be compelled to rethink their strategies and business
models for the future. However, it is clear that banks that

Omar Mahmood

Head of Financial Services
Middle East and South Asia
E: omarmahmood@kpmg.com

have been, and will continue to be, more nimble, agile
and responsive to the digital agenda, will succeed in the
long term. This has become even more apparent in the
current crisis where branches are closed, face-to-face
contact is limited, and the demand for digital banking
channels has soared.

Last year, we made a number of predictions in specific
areas including: regulatory reform; customer focus; cost
efficiencies; credit and profit growth; capital/fundraising;
consolidation, and technological investments, with many
of these predictions being realized in 2019.

Looking forward, key predictions for the sector in 2020

explored in this report include:

— Continued customer focus through innovation

— Cost and operational efficiencies will remain a
priority

— Limited asset and profit growth

— Increasing capital and fundraising activity

— Further consolidation

— Rethinking of business models.

Throughout this report, heads of Financial Services from
KPMG member firms in the six GCC countries, provide
their opinion on their respective banking markets,
specifically on the results of the leading listed banks. We
hope that our analysis, insights and predictions will help
drive banking strategies and shape the industry across
the region in the future.

Reyaz Mihular

Chairman
Middle East and South Asia
E: reyazmihular@kpmg.com
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XeCUtve Summar
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Remarkable profitability growth, with overall

het profit up by 16.9 percent to
US$36.5 billion.

120/

Total assets up by 12.8 percent to
US$2.3 trillion with robust asset growth
across all GCC countries.

St ghY

Bank share prices have exhibited an
upward trend with an average increase of 9.5
percent over the year. However, the same
share prices witnessed an average decline of
18.9 percent between 31 December 2019
and 30 April 2020.

% 01%

Nominal increase in total capital

adequacy ratio, to 18.5 percent, yet
still well above minimum regulatory
requirements.

s 024

Overall average 2{0):\ (1.3 percent)

remains in line with 2018 while ROE (10.3
percent) decreased marginally from 2018.

205 |

The overall cOSt-to-income ratio

has increased marginally by 0.5 percent from
2018, averaging 41 percent in 2019.
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Out of the total loan exposure subject to ECL as at 31
December 2019, 89.5 percent was in stage 1, up by 0.4 percent, 7.5 C
percent was in stage 2, down by 0.7 percent and 3.0 percent was in -
stage 3, up by 0.3 percent, when compared with 2018 ‘
» p
Note: Total loan exposure subject to ECL and coverage ratios on loans do not include banks from Kuwait - &
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-CONOMIC OVErview

Country Bahrain Kuwait Oman Qatar UAE Saudi Arabia

Public debt (% of GDP, 2019)" 101.7 15.2 59.9

External debt (% of GDP, 2019)" 192.9 46.5 105.6

Credit rating
Government credit rating B2 Aa2 Ba2 Aa3

Government outlook Stable Review Stable Stable Stable Negative

15 April 31 March 30 March 13 April 01 April 01 May

Diaite 0f Lipiaiie 2020 2020 2020 2020 2020 2020

Banking outlooks Negative Negative Negative Negative Negative Negative

GDP for year 2019 (USS$ billion)2 137.6 76.6 191.8 405.8
GDP growth (%, 2019)4 0.7 0.5 0.1 1.3

GDP expected growth (%, 2020)4 (1.1) (VRS)] (4.3) (3.5)

Fiscal breakeven oil price®
(US$ per barrel, 2020)

86.8 H9 76.1

Source: 'Bloomberg; 2IMF estimates, Link; 3Moody's Investor Service, as on 2 April 2020, Link, 4World Economic Outlook: The Great Lockdown published by

IMF in April 2020, °IMF Data, Link;

The coronavirus pandemic has come as a shock for the
global economy since the start of 2020, despite the
effective policies adopted by economies across the globe
to combat and mitigate its impact. Containment and
social distancing measure to enhance healthcare systems
and protect lives have disrupted the economic cycle and
daily activities at a country level, which is expected to
have a sharp negative effect on the global economy. The
world has entered a recession that could be worse than
the 2008 financial crisis, and according to the IMF, the
global economy is expected to contract by 3.0 percent in
2020 .

Growth in GCC countries has declined sharply due to the
plunge in oil prices by more than 60 percent since the

COVID-19 outbreak, falling to the lowest levels in the last
two decades. The containment and restrictions measures

implemented worldwide have reduced the demand for all,

which compelled the Organization of Petroleum Exporting
Countries and other major oil producers (OPEC+) to cut
oil production. According to the IMF regional economic
outlook, GCC countries are projected to contract by 2.7
percent in 2020.

In 2020, the majority of banks across the world will
unavoidably face challenges, the GCC banking sector
being no exception. However, the impact is expected to
be cushioned by the resilience and strength of the
banking systems in the GCC countries.

As more containment measures are introduced in the
region because of COVID-19, financial conditions have
tightened. Central banks across the GCC have taken
significant strides to ease policy and provide liquidity to
commercial banks and other non-financial institutions to
ensure enough support to the private sector to mitigate
the impact of COVID-19 and the recent drop in oil prices.
Central banks are expected to provide more support to
banks in the future to maintain financial sector stability,
and despite the announced stimulus packages, we
expect there may be challenges for the profitability of the
GCC banks.

Dr. Hussain Abusaaq

Chief Economist and Head of
Research
KPMG in Saudi Arabia

E: habusaag@kpmg.com



https://www.imf.org/external/pubs/ft/weo/2019/02/weodata/weorept.aspx?pr.x=57&pr.y=17&sy=2019&ey=2019&scsm=1&ssd=1&sort=country&ds=.&br=1&c=512%2C668%2C914%2C672%2C612%2C946%2C614%2C137%2C311%2C546%2C213%2C674%2C911%2C676%2C314%2C548%2C193%2C556%2C122%2C678%2C912%2C181%2C313%2C867%2C419%2C682%2C513%2C684%2C316%2C273%2C913%2C868%2C124%2C921%2C339%2C948%2C638%2C943%2C514%2C686%2C218%2C688%2C963%2C518%2C616%2C728%2C223%2C836%2C516%2C558%2C918%2C138%2C748%2C196%2C618%2C278%2C624%2C692%2C522%2C694%2C622%2C962%2C156%2C142%2C626%2C449%2C628%2C564%2C228%2C565%2C924%2C283%2C233%2C853%2C632%2C288%2C636%2C293%2C634%2C566%2C238%2C964%2C662%2C182%2C960%2C359%2C423%2C453%2C935%2C968%2C128%2C922%2C611%2C714%2C321%2C862%2C243%2C135%2C248%2C716%2C469%2C456%2C253%2C722%2C642%2C942%2C643%2C718%2C939%2C724%2C734%2C576%2C644%2C936%2C819%2C961%2C172%2C813%2C132%2C726%2C646%2C199%2C648%2C733%2C915%2C184%2C134%2C524%2C652%2C361%2C174%2C362%2C328%2C364%2C258%2C732%2C656%2C366%2C654%2C144%2C336%2C146%2C263%2C463%2C268%2C528%2C532%2C923%2C944%2C738%2C176%2C578%2C534%2C537%2C536%2C742%2C429%2C866%2C433%2C369%2C178%2C744%2C436%2C186%2C136%2C925%2C343%2C869%2C158%2C746%2C439%2C926%2C916%2C466%2C664%2C112%2C826%2C111%2C542%2C298%2C967%2C927%2C443%2C846%2C917%2C299%2C544%2C582%2C941%2C474%2C446%2C754%2C666%2C698&s=NGDPD&grp=0&a=
https://www.moodys.com/research/Moodys-changes-outlook-on-five-GCC-banking-systems-to-negative--PBC_1222040
https://data.imf.org/regular.aspx?key=60214246
mailto:habusaaq@kpmg.com
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mpications of GOVID

The COVID-19 pandemic is having an unprecedented impact on financial markets globally and regionally, with implications
for operating models, employees, suppliers, customers, and in turn financial results. This coupled with the effects of the
drop in oil prices, has created the unique situation the industry is faced with today. While proactive economic support
measures have been put in place across the region to ensure that the financial system and wider economy are protected
as far as possible, there are implications that banks will inevitably face.

The Key Liquidity Revenue
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Employee engagement

Use of back
office centers
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folowng opnorunites ™" =@ 4 rrreen
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rationalization

While there are wide-ranging views on how this situation will affect the financial markets, one point unanimously agreed
upon is that we will be dealing with the effects of the COVID-19 pandemic for the foreseeable future, and the banking
sector as a whole will most certainly evolve attributed to this. Banks that are agile, flexible and willing to transform their
business models will succeed, and secure their financial strength for future growth, while those that rest on their laurels
will be left behind.
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The Kingdom of Bahrain recorded 1.8 percent year-
on-year real growth in 2019 and 2.4 percent in
nominal terms. While the oil sector rebounded in
2019 due to planned maintenance in 1Q18, the non-
oil sector continued its positive growth although at a
slower pace. The banking sector’s contribution to
GDP is 16.5 percent with the overall increase in the
balance sheet of the banking sector growing 6.4
percent and loans to the private sector up by 2.3
percent.

_l

The banking sector in Oman has shown resilience to the
tightening of operating conditions since the decline in oil
price. Banks maintained sufficient capital buffers and
remained fairly liquid. The Oman banking sector
experienced a growth of 4.3 percent in total assets with a
decline in profits by 4.7 percent mainly on account of
higher than expected credit losses in 2019. The average
CAR stood at 17 percent in 2019, reflecting that the Oman
banking sector has sufficient capital buffers.

The Kuwait banking sector experienced a healthy
growth of 8.2 percent in total assets with a marginal
decline in net profits by 0.9 percent, mainly on
account of higher expected credit losses in 2019.
Non-oil growth was a moderate 2.5 percent in 2019,
which resulted in stable consumer spending and
supported the growth in banking assets. The Kuwait
banking sector is well capitalized with the average
CAR at 18 percent in 2019. The non-performing loans
ratio for the sector remained low at 1.3 percent as of
December 2019.
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Qatar’s listed banks enjoyed a progressive financial year in 2019 was an impressive year for the UAE banking
2019, reporting on an average, a 5.5 percent profit increase sector, despite the turbulent economic environment,
year-on-year. This is mainly attributable to higher margins, with the top 10 listed banks experiencing a healthy
continued cost control and a clear focus on risk. Despite surge of 13.9 percent in their net profits, driven by an
liquidity pressures, banks in Qatar saw a 9.3 percent increase in the overall loan book and inorganic growth.
growth in their asset base. Banks absorbed the impact of In the wake of the COVID-19 pandemic, the Central
IFRS 9 in 2018, hence the overall provision charge on Bank of the UAE announced several relief packages for
lending to customers only increased by US$67.0 million banks. Banks must contend with a slew of new

(4.2 percent) compared with 2018. Market sentiment has regulations, as well as consumer demands for

also reflected fundamentals with the share prices of all innovative new digital banking products.

listed banks, except one, showing an upward trend, which
was a positive signal from the market on the resilience and
strength of the banking sector in Qatar.

Saudi Arabia Qo

Our evaluation of the key financial indicators for the past year suggested
growth and a positive outlook for the banking environment in Saudi Arabia,
fueled by a proactive government and bespoke initiatives by the
regulators. The 11 listed banks have reported asset growth of 12.0 percent
during FY19 with a healthy 40.9 percent growth in net profit. More
recently, the COVID-19 situation has not only tested the strong
capitalization and high profitability of the sector, it has indicated a dynamic
shift in investment toward digital platforms and omnichannel
functionalities.
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OSUILS Shapsne

KPI Total assets Net profit Capital adequacy ratio
(USS$ billion) (US$ million) (%)

Country

Bahrain As.e%

A1.5%

104.6 1,267.6

5 . i = .

As.z% v 0.9%

Saudi A 19% A 09%

Arabia®

20.5%
652.0 12,033.0 .

A13.9% A 0.6%

12,273.0
10,7711

A16.9%

36,493.5

31,207.2

M 2018 M 2019 A y-o-y8increase @ No change v y-o-y3 decrease
M Stage 1: 2018 M Stage 2: 2018 M Stage 3:2018 M Stage 1: 2019 M Stage 2: 2019

582.6 8.542.5 .

Return on
equity/retu

m

on assets (%)

v1.3%

7.6%  6.3%

v1 4%

104%  9.0%

Voo

10.5% 10.3%

v 0.3%

12% 1.0%

15% 1.5%

Ao3%

1.4% 1.7%

v0.1%

13% 1.3%

B Stage 3: 2019

Note: "For the banks in Saudi Arabia, the increase in net profit for the year also reflects growth arising out of change in accounting framework during 2019. This has

resulted in a restatement of the comparative results and recognition of zakat and income tax charge in the statement of income.



Net provision charge on
loans? — by stage (US$
million)
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Coverage ratios on loans
— by stage (%)

Total loans subject to ECL Cost-to-income
— by stage as at 31 ratio? (%)

December 2019 (%)

48.9% 50.1% ‘
8.3% I
0.6%
- mStage 1 mStage 2 mStage 3

7.5%

0.9% -

CBK guidelines require banks to compute the ECL on credit facilities to
be measured at the higher of the amount computed under IFRS 9 in
accordance to the CBK guidelines or the provisions as required by the
CBK instructions. As all banks, except one, reported the ECL calculated
as per IFRS 9 according to CBK guidelines to be lower than the
provisions required by the CBK instructions, no IFRS 9 disclosures
have been made in the notes to the financial statements.

245.5 2/5.6

H 69.2%

56.6%!

9
0.5% 5.9%

| | mStage 1 mStage 2 mStage 3

05% 46%

4.2%
1,697.4 1,664.4

79.8%3 78.1%

- .

10,317.9 12,927.5

28.1%
26.6%
6.7%
0.4%
— mStage 1 mStage 2 mStage 3 -
2.2%
7.0% “
38.5% 38.5%
90.8%
Y 8.2
0.7% mStage 1 mStage 2 = Stage 3
3.6%
\‘ WV o07%
37.2% .
14.4% 36.5%
0.9%
- mStage 1 mStage 2 mStage 3 -
3.0% T T
7.5% g A 0.5%
E 41.0%
s 40.5%
9.2% ; 9.4%
0.6% ' 0.5%
| . | mStage 1 = Stage 2 = Stage 3 -

Note: The total assets, net profit and net provision charge on loans numbers represent totals for all the analyzed listed banks covered for each country. Year-on-year

percentage change has been calculated based on the actual, not rounded numbers. For other KPIs, a simple average of all listed banks covered has been used.

TAll KPIs have been calculated as of, or for the year-ended 31 December 2019, Total loans subject to ECL (by stage) and coverage ratios on loans (by stage) does

not include banks from Kuwait

2Decrease (or increase) in CIR and net provision charge on loans has been shown as a positive (or negative) movement.
3 Y-o-y represents year-on-year. Y-o-y change for CAR, ROE, ROA, coverage ratio of loans — stage 3 and CIR are calculated basis absolute change.
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COMeS agans
year's ouiook

The overall positivity for the long-term outlook of the GCC
banking sector remained consistent. Banks were able to
withstand the economic and political challenges, given
continued government support, stable oil prices, and

committed infrastructure investment, which helped maintain Positive long-
stability and growth in the sector. term outlook

The increase in regulatory oversight and supervision
witnessed over the last few years continued in 2019,
and is expected to continue in the foreseeable future.
With IFRS 9 fully implemented in the region, the
Central Banks turned their attention to more pressing

issues namely Anti Money Laundering (AML), Financial Evolving
Crime, Culture and Conduct, Know Your Customer regulatory
(KYC) and overall Corporate Governance. regimes
Banks continued to focus on their customer's ever-

changing needs and requirements and looked to

impl hnological '

implement technological advancements to gain a Greater

competitive advantage over their peers. An increased
focus on branchless banking and cashless transactions ~ customer
was seen throughout the banking sector. focus

Despite the challenging political environment and increasing

regulatory capital requirements, we have seen banks being

active in their lending activities, however, focused on the

higher-end customer base. This was supported by double-digit .

credit growth rates compared with what we have seen in Modest credit (m]
recent years. growth
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In line with our expectations, banks continued focusing on cost and

operational efficiencies in 2019, with the overall cost-to-income ratios

Cost and increasing slightly on a year-on-year basis. In the midst of various
conventional methods to reduce costs, banks also looked to take

OP?r_at'o_nal advantage of the technological innovation and other sophisticated
efficiencies ways to manage costs through the use of robotics, analytics and
remain a priority FinTech, among others.

We expected an upward trend in the profitability
growth rates to continue in 2019, not necessarily
in the double digits. However, the collective
profitability growth for listed banks in the region

SUSt_amable was in fact in the double digits. This is mainly due
profit to a modest growth in loan books, a lower cost of
growth rates funds, and sustained cost efficiencies.

Amid the challenging global macro-economic conditions,

Increased as regulators increase the minimum capital adequacy and
capital and liquidity requiremeﬁts are in-line yvifth Baslel_ [11 regglations,
. . we expected capital and fundraising activity to pick up in
fundraising 2019. However, capital and fundraising activity did not
activity live up to the expectations during the year.

The consolidation drive continued in 2019 as most GCC

countries experienced mergers or potential mergers, both

in the conventional and Islamic banking sector, thus

looking to create larger, stronger and more resilient

. . financial institutions. This year we also saw the creation
Consolidation of the largest Islamic bank in the region as result of the
drive merger between a Bahraini and a Kuwaiti bank.

There was heightened focus and greater investments in the digital arena where
- banks sought to bring innovative means in both the back and front office. Banks
Embracing ) o ; . : : : ”
. continue to digitize to remain relevant in the financial sector, gain a competitive
digital advantage over their peers, and provide customers a distinct banking experience.
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DaANK rankings

growth rate (2018 vs. 2019) By value/percent as of, or for the y/e, 31 December 2019
Value/
Country A y-0-y Country percent

The Saudi British Bank Saudi Arabia 51.9% Qatar National Bank Qatar 259.5
& Abu Dhabi Commercial Bank UAE 44.8% First Abu Dhabi Bank UAE 223.8
T
% g Warba Bank Kuwait 42.5% Emirates NBD UAE 186.0
< 3
= & Emirates NBD UAE 36.6% The National Commercial Bank  Saudi Arabia 135.3
E>
o=
= Kuwait International Bank. Kuwait 23.3% Abu Dhabi Commercial Bank UAE 110.3
Boubyan Bank Kuwait 21.4% Al Rajhi Bank Saudi Arabia 102.4
Al Rajhi Bank Saudi Arabia  169.5% Emirates NBD UAE 3,947.9
_ Bank Al Jazira Saudi Arabia  161.8% Qatar National Bank Qatar 3,942.5
=<
raly )
§ = Banque Saudi Fransi Saudi Arabia  121.9% First Abu Dhabi Bank UAE 3,408.2
o £
m & Bank Albilad Saudi Arabia  102.9% The National Commercial Bank  Saudi Arabia  3,040.4
22
Riyad Bank Saudi Arabia 81.1% Al Rajhi Bank Saudi Arabia  2,708.9
Emirates NBD UAE 44.4% Riyad Bank Saudi Arabia 1,493.9
W= Alizz Islamic Bank Oman Oman 1399.5% Emirates NBD UAE 1,391.1
95
c =
; E Saudi British Bank (SABB) Saudi Arabia  1371.2% Qatar National Bank Qatar 872.8
O @B
% g The Saudi Investment Bank Saudi Arabia 476.0% Al Rajhi Bank Saudi Arabia 799.3
D
g %’ Bank Dhofar Oman 346.1% SAMBA Saudi Arabia 686.9
<
o
& 9 Khaleeji Commercial Bank BSC Bahrain 293.3% Abu Dhabi Commercial Bank UAE 630.1
w
=S Kuwait Finance House Kuwait 208.3% Kuwait Finance House Kuwait 607.8
> Al Rajhi Bank Saudi Arabia 13.2% Emirates NBD UAE 21.8%
[
g Ithmaar Holding Bahrain 10.8% Al Rajhi Bank Saudi Arabia 20.4%
uz" Bank Albilad Saudi Arabia 6.5% The National Commercial Bank  Saudi Arabia 19.1%
(@]
E Riyad Bank Saudi Arabia 6.3% Qatar National Bank Qatar 19.0%
E Banque Saudi Fransi Saudi Arabia 5.3% Dubai Islamic Bank UAE 18.4%
o
Bank AlJazira Saudi Arabia 4.9% Qatar Islamic Bank Qatar 17.5%
- Al Rajhi Bank Saudi Arabia 1.7% Al Rajhi Bank Saudi Arabia 2.7%
=
7 Banque Saudi Fransi Saudi Arabia 1.0% Emirates NBD UAE 2.5%
%)
<Zt Riyad Bank Saudi Arabia 0.9% The National Commercial Bank  Saudi Arabia 2.4%
(]
= Bank AlJazira Saudi Arabia 0.7% National Bank of Bahrain Bahrain 2.3%
[
E Bank Albilad Saudi Arabia 0.7% Riyad Bank Saudi Arabia 2.3%
w
& Emirates NBD UAE 0.4% Dubai Islamic Bank UAE 2.2%

Note: The rankings are based on the actual, not rounded off, numbers. Islamic banks have been presented in italics.
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By y-o0-y growth rate (2018 vs. 2019) By value/percent as of, or for the y/e, 31 December 2019
Value/
Country A y-0-y Country percent

Sharjah Islamic Bank UAE 5.1% National Bank of Bahrain Bahrain 37.3%
>
% Sohar International Oman 3.8% Bank Al Jazira Saudi Arabia 24.6%
§ 8 National Bank of Bahrain Bahrain 3.5% Sharjah Islamic Bank UAE 22.8%
o
< =
- 'E Kuwait International Bank Kuwait 2.6% Bank of Bahrain and Kuwait Bahrain 21.7%
oc
'—
E National Bank of Fujairah UAE 2.6% SAMBA Saudi Arabia 21.1%
(&)
Al Khaliji Commercial Bank Qatar 2.2% Al Salam Bank Bahrain Bahrain 20.9%
[thmaar Holding Bahrain (8.3)% Masraf Al Rayan Qatar 22.8%
L
g Bank Nizwa Oman (5.7)% Qatar Islamic Bank Qatar 22.8%
o=
2= Sharjah Islamic Bank UAE (5.2)% Qatar International Islamic Bank Qatar 24.1%
ye)
ol
E ';: The National Commercial Bank Saudi Arabia (4.5)% Qatar National Bank Qatar 26.1%
o
n
8 The Commercial Bank Qatar (3.5)% Dubai Islamic Bank UAE 26.7%
Riyad Bank Saudi Arabia (3.3)% First Abu Dhabi Bank UAE 27.2%
> National Bank of Oman Oman 95.9% National Bank of Oman Oman 160.0%
o
8 & Bank of Bahrain and Kuwait Bahrain 15.8% Bank Albilad Saudi Arabia  101.7%
= L
§ (<9 Alizz Islamic Bank Oman Oman 16.6% Qatar Islamic Bank Qatar 100.0%
=
w e
g ol: Khaleeji Commercial Bank Bahrain 14.7% Al Rajhi Bank Saudi Arabia  100.0%
=
% g Al Rajhi Bank Saudi Arabia 11.2% Qatar National Bank Qatar 100.0%
Q -
Ahli Bank Qatar 9.1% Al Khaliji Commercial Bank Qatar 94.4%
. Al Salam Bank Bahrain Bahrain (3.3)% Bank Nizwa Oman 0.1%
X
% N Bank of Bahrain and Kuwait Bahrain (2.1)% Al Rajhi Bank Saudi Arabia 0.9%
<3 - N
Qu The.NatlonaI Bank of Ras Al UAE (0.7)% Masraf Al Rayan Qatar 1.0%
o Khaimah
00 1=
@ 5 Commercial Bank Qatar Qatar (0.7)% Bank Albilad Saudi Arabia 1.2%
<
'u_) 2 National Bank of Bahrain Bahrain (0.86)% Qatar Islamic Bank Qatar 1.3%
=
@ Emirates NBD UAE (0.3)% Ahli Bank Oman 1.7%
@ Bahrain @ Kuwait ® Oman @ Qatar @ Saudi Arabia @ United Arab Emirates

Note: "Rankings for CIR and stage 3 loans subject to ECL have been sorted from smallest to largest, reflecting preferred negative movement.
2Total loan exposure subject to ECL and coverage ratios on loans does not include banks from Kuwait

Y-0-y represents year-on-year. Y-o-y change for CAR, ROE, ROA, coverage ratio of loans — stage 3 and CIR are calculated basis absolute change.
The rankings are based on the actual, not rounded off, numbers. Islamic banks have been presented in italics.
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The summary below outlines the broader themes, both positive and negative, emerging from
the results analysis provided in this report for the year ended 31 December 2019.

Asset growth
remains robust as
banks achieved
double-digit growth
at 12.8 percent.
Growth was driven
by increased
lending that also
grew by 11.8
percent.

The loan books increased by
11.8 percent on an average as
compared to 2018 reflecting the
continuous growth and activity
that banks are both experiencing
and supporting across the region.

CAR have
increased slightly
year on year by an
average of 0.1
percent and
currently stands
at 18.5 percent on

The GCC banking sector continued to average — well

remain relatively resilient despite above the
political and economic uncertainty in minimum
the region and across the globe. regulatory

requirements.

Banks performed well in
terms of asset growth

and profitability in 2019, which is
reflected in both fundamentals
and market sentiment with share
prices of 42 banks out of 55
showing an upward trend as
compared with the previous year.

Profitability also continued to
see a double-digit increase of
16.9 percent compared with
2018, driven particularly by a
growth in loan books, a lower
cost of funds and a continued
focus on cost efficiencies.

The overall NPL ratio for
the GCC banking sector
has increased by 0.3
percent and now stands
at 3 percent, reflecting
the stress in certain
sectors of the
economy and also the
result of political
uncertainty.

5dd

Net impairment charges
on financing portfolios have
increased significantly year on
year by an average of 25.3
percent, with an increase
observed particularly in the stage
2 and 3 portfolios, indicating the
credit quality challenges being
faced.

The average coverage
ratio for stage 3 loans
reduced from 69.6
percent at the end of
2018 to 62.6 percent
at the end of 2019,
indicating the need to
continue the trend of
increasing financing
provisions.

Although banks have remained resilient
in terms of profitability and asset
growth, they do however continue to
focus on managing the credit quality of
the portfolio to ensure this resilience

can be maintained.

©
© CIR increased slightly
compared with 2018 from

40.5 percent to 41.0
percent, reflecting the need
to continue focusing on cost
reductions and operating
efficiency initiatives,
particularly driven by digital
innovation and technology.

ROE (10.3 percent in 2019)
decreased by 0.2 percent and
ROA (1.3 percent in 2019)
remained in line with the prior
year.
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The summary below sets out the thoughts of KPMG Financial Services leaders from member
firms across the GCC on the outlook for the banking sector in the region.

[ ]
-l
[ {
-
Further consolidation

Lenders in the GCC have been rapidly
consolidating as they seek to remain
competitive. In 2019, most GCC countries
experienced mergers, or talks to merge,
both in the conventional and Islamic
banking sector thus creating larger,
stronger and more resilient financial
institutions. One of the mergers
announced during 2019, was a cross
border merger between a bank from
Kuwait and Bahrain. We expect that this
consolidation drive will continue in 2020
across the region, with numerous talks or
potential further transactions.

&

Evolving regulatory regimes

The increase in regulatory oversight
and supervision witnessed over the
last few years continued in 2019, and
is expected to continue into the
foreseeable future. With IFRS 9 fully
implemented in the region, the
Central Banks turned their attention
to more pressing issues such as Anti
Money Laundering (AML), Financial
Crime, Culture and Conduct, Know
Your Customer (KYC) and overall
Corporate Governance.

7o\
| B

Continued customer focus through
innovation

Banks will continue to focus on their
customers’ ever-changing needs and
requirements. With the rapid pace of
technological advancement in the
financial services industry, banks will
be looking to identify ways in which
they can use innovation to gain a
competitive advantage over their
peers. Traditional banking channels will
continue to be challenged in favor of
more efficient and effective
alternatives.

Limited credit growth

With the challenging political and
economic environment and increasing
regulatory requirements, banks will
continue pursuing a more measured
approach in their lending activities and
look to focus on the higher-end
customer base. Credit growth is not
expected to pick up significantly from
last year given the economic impact of
COVID-19 and significant fall in oil
prices. In fact we expect banks to
explore possible non-performing loan
sales to manage their NPL ratios.

i d

Stability rather than growth

The overall long-term outlook for the
GCC banking sector has moved from
positive to stable in our view. Banks
are well positioned to weather the

current economic and political
challenges, given the expectation of
continue government support and
committed infrastructure investment,
which will be somewhat offset by
uncertainties arising from oil prices
fluctuations and the COVID-19 impact,
resulting in stable growth in the sector.

||_I|a|_$

Cost and operational efficiencies
to remain a priority

Given the margin pressures banks have
experienced across the region in 2019,
we expect cost and operational
efficiencies to remain high on the
management agenda. Banks are likely
to look at more sophisticated ways in
which costs can be managed through
the use of robotics, analytics and
fintech amongst others.

O

Rethinking of business models

In a world where we are witnessing
rapid technological change and evolving
customer requirements, banks are
redefining how business is executed.
We are witnessing banks completely
transforming and venturing into new age
banking, be it through the use of
Artificial Intelligence (Al) or going
branchless to serve the customer base.
We expect banks to aggressively pursue
technological advancement and use
revamped business platforms,
partnering with various fintech firms.

<

Sustainable profit growth rates

The upward trend in profitability of GCC
banks is expected to continue in 2020,
although not necessarily at the double
digit levels witnessed in 2019. The
growth is likely to be modest and
tempered by slower loan growth,
shrinking profit margins and rising loan
provisioning under the expected credit
loss regime mainly driven by the
economic impact of COVID-19.

€

Increased capital and fundraising
activity

We do not expect capital and
fundraising activity to pick up in 2020,
given the uncertainties resulting from
COVID-19 and the fact that regulators
are relaxing the minimum capital
adequacy and liquidity requirements in-
line with more developed market for
the short term. Some banks will
however look to tap into bond markets
to take advantage of the low interest
rate environment in the second half of
the year.
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[NeTesults and KPS compared for each Dank

Total assets

Net profit

Capital adequacy ratio (CAR)
Return on equity (ROE)

Return on assets (ROA)

Net provision charge on loans
Coverage ratios on loans — by stage

Total loans subject to ECL — by stage

Cost-to-income ratio (CIR)
Share price

Loan-to-deposit ratio (LDR)*

The information used in this report has been obtained solely from
publicly available sources, including company filings (interim reports,
investor presentations and annual reports), databases and web
searches. The terms ‘'loans and advances' and ‘financing

assets' (for Islamic banks) have been used interchangeably and
collectively referred to as 'loans'.

All the figures used in the report are in the US dollar (US$). For
conversion, the average exchange rate of the respective year has
been used, i.e. to convert a data point from 2019 (reported in local
currency), the average daily exchange rate between 1 January 2019
and 31 December 2019 has been used. The exchange rates used in
this report are provided in Appendix Ill: Sources.

Where banks report in both local currency and the US$, local currency
figures have been converted to the US$ to ensure consistency. The
USS$ is also used when calculating percentage changes.

This report reflects restatements/revisions in 2018 numbers, as per
the 2019 financial statements published by listed commercial banks.
Some of the KPIs for the year-ended 31 December 2019 have been
adjusted in this edition (wherever applicable, for consistency
purposes) from the last version of the GCC listed banks results
report.

KPI Cefinitons and assumpiions

Given the varied accounting frameworks and reporting styles across Islamic and
conventional banks in the GCC, the following parameters have been used in
calculations for consistency in our analysis:

— Total assets are as reported in the published annual financial statements.

— Net profit is the net profit for the year attributable to the shareholders of the bank.

— Capital adequacy ratio (CAR) is the ratio of total capital (the sum of Tier 1 and 2 g P
capital) to total risk weighted assets (RWAs). For Islamic banks, URIA balances are (\&/
included in total capital, as a result the ratios for Islamic and conventional banks are not entirely comparable.

— Return on equity (ROE) is the ratio of net profit attributable to the shareholders of the bank to average equity, where average equity
is calculated by halving the sum of total equity attributable to the bank's shareholders (excluding additional Tier 1 (AT1) capital) for the
current and previous year ends. The coupon on any AT1 instrument is excluded from net profit.

— Return on asset (ROA) is the ratio of net profit attributable to the shareholders of the bank to average assets, where average assets
are calculated by halving the sum of total assets for the current and previous year ends.

— Net provision charge on loans is the sum of the expected credit loss (ECL) on stage 1 and 2 and impairment charge on stage 3
loans for year ended 31 December 2018 and 31 December 2019.

— Coverage ratios on loans - by stage is the provisions (including interest in suspense) at 31 December 2018 and 31 December 2019
for the respective stages as a percentage of the relevant exposure.

— Total loans subject to ECL - by stage at 31 December 2019 is the stage-wise exposure of loans subject to ECL (before the impact
of ECL) at 31 December 2019 as a percentage of total exposure subject to ECL.

— Cost-to-income ratio (CIR) is the ratio of total operating expenses (excluding impairment charges) to total operating income
(where interest/financing income or expenses, fee commission income or expenses and URIA costs have all been netted).

— Share price is the quoted price at the close of the last day of each quarter, starting 31 December 2018 and ending 31 December
2019.

— Loan-to-deposit ratio (LDR) is calculated by dividing net loans by customer deposits. For Islamic banks, unrestricted
investment account (URIA) balances have been included in deposits.

— Non-performing loan ratio (NPL) is the ratio of non-performing loans to gross loans and advances.

Note: *LDR is computed for individual banks and is included in the Appendix section of the report only.
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In this report, the following 55 listed banks’
results have been analyzed.

Bahrain® Abv. Sign-off date Qatar Abv. Sign-off date
1 Ahli United Bank AUB 07-02-2020 1 Ahli Bank Ahli 06-02-2020
2 Al Baraka Banking Group Al Baraka 10-02-2020 2 Al Khaliji Commercial Bank Al Khaliji  04-02-2020
3 Al Salam Bank Bahrain Al Salam  12-02-2020 3 Doha Bank Doha 24-02-2020
4 Bahrain Islamic Bank BISB 11-02-2020 4 Masraf Al Rayan MAR 17-02-2020
5 Bank of Bahrain and Kuwait  BBK 18-02-2020 5 Qatar International Islamic Bank QllB 16-02-2020
6 [thmaar Holding (formerly Ithmaar  13-02-2020 6 Qatar Islamic Bank QlB 02-02-2020
known as ithmaar Bank) 7 Qatar National Bank QNB  16:01-2020
7 Khaleeji Commercial Bank Khaleeji  03-02-2020 8 The Commercial Bank CB 26-02-2020
8 National Bank of Bahrain NBB 12-02-2020
1. For Bahrain, listed investment banks have been excluded from the Saudi Arabia Abv. Sign-off date
report to provide more meaningful comparison of results. —
1 Al Rajhi Bank Al Rajhi  17-02-2020
2 Alinma Bank Alinma  27-01-2020
Kuwait Abv. Sign-off date 3 Arab National Bank ANB 19-02-2020
1 Ahli United Bank AUBK ~ 09-01-2020 4 Bank Albilad BAB 06-02-2020
2 Al Ahli Bank of Kuwait ABK 12-02-2020 5 Bank AlJazira BAJ 30-07-2020
3 Boubyan Bank Boubyan 05-01-2020 6 Bangue Saudi Fransi BSF 31-01-2020
4 Burgan Bank Burgan  05-02-2020 7 Rivad Bank Riyad  22-01-2020
5 Gulf Bank GBK 16-01-2020 8 SAMBA Financial Group SAMBA 02-02-2020
6 Kuwait Finance House KFH 09-01-2020 9 The National Commercial Bank NCB 26-01-2020
7 Kuwait International Bank ~ KIB 12:01-2020 10 The Saudi British Bank SABB  24-02-2020
8 National Bank of Kuwait NBK 08-01-2020 11 The Saudi Investment Bank SAIB 27-02-2020
9 The CAommermaI Bank of CBK 04-02-2020
Kuwait
10 Warba Bank Warba 19-02-2020 United Arab Emirates' Abv. Sign-off date
1 Abu Dhabi Commercial Bank ADCB 26-01-2020
2 Abu Dhabi Islamic Bank ADIB 12-02-2020
i 3 Commercial Bank of Dubai CBD 23-02-2020
Oman Abv. Sign-off date
- - 4 Dubai Islamic Bank DIB 12-02-2020
1 Ahli Bank Ahli 23-01-2020
; ; ) 5 Emirates NBD ENBD 26-01-2020
2 Alizz Islamic Bank Alizz 28-01-2020
6 First Abu Dhabi Bank FAB 20-01-2020
3 Bank Dhofar Dhofar 28-01-2020
7 Mashreq bank Mashreq 03-02-2020
4 Bank Muscat Muscat ~ 05-03-2020
; ) 8 National Bank of Fujairah NBF 09-02-2020
5 Bank Nizwa Nizwa 28-01-2020
9  Sharjah Islamic Bank SIB 23-01-2020
6 HSBC Bank Oman HSBC 05-03-2020 The National Bank of Ras Al
e National Bank of Ras Al-
7 National Bank of Oman NBO 27-01-2020 10 whaimah RAK 05-02-2020
8 Sohar International Sohar 27-01-2020 1. Of the 20 listed banks in the UAE, the 10 largest (by assets and net profit)

have been considered for the purpose of this report.

Please refer to the Appendix report for country-wise analysis

Note: Banks have been listed alphabetically, by their full names, which is also the order followed throughout the report.
The sign-off dates represent the sign-off date available on the statement of financial position; in case of unavailability, the auditor sign-off date has been considered.
Islamic banks have been presented in Italics. In case of Qatar, the sign-off date represents the auditor sign-off date.
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