
KUWAIT: The GCC banking sector recorded one of
the biggest growth in total assets during Q2-19 that
reached $2.23 trillion. Sequential growth in assets dur-
ing Q2-19 stood at 2.0 percent while the y-o-y growth
was 6.4 percent, one of the highest over the pasts few
quarters. The growth came primarily on the back of
conventional banks that grew assets at 2.3 percent q-o-
q while Islamic banks increased their balance sheet by
1.3 percent. The growth in earning assets was slightly
lower at 1.3 percent to reach $1.86 trillion indicating a
relatively higher growth in non-earning assets. The q-
o-q growth in net loans stood at 0.9 percent in Q2-19
and reached $1.36 trillion after increasing at the more
than double the pace during the previous quarter. 

On the other hand, the growth in customer deposits
was recorded at 2.3 percent q-o-q, the highest growth
over the past eight quarters. As a result, the loan-to-
deposit ratio reached 80.4 percent, one of the lowest
over the last nine quarters and continued to remain well
below international standards. The lower ratio shows
underutilization of funds but at the same time indicates
the extra capacity of GCC banks to fund future proj-
ects in the region and support the growth in private
sector, especially the non-oil sector. 

In terms of profitability, net interest income saw a
marginal growth of 0.6 percent q-o-q to reach $14.3
billion during Q2-19 after witnessing marginal decline
during Q1-19. On the other hand, non-interest income
remained flat at $6.0 billion q-o-q resulting in a total
bank revenue of $20.3 billion during Q2-19, a q-o-q
growth of 0.5 percent. The relatively higher growth in
earning assets as compared to net interest income
resulted in a marginal decline in NIM from 3.16 percent
in Q1-19 to 3.13 percent in Q2-19. In terms of operating
expenses, cost optimization efforts by regional banks
resulted in improved cost-to-income ratio that reached
37.1 percent, one of the lowest levels recorded for GCC
banks. Nevertheless, an increase in provisions during
the quarter resulted in a 5.1 percent q-o-q decline in
net income, while y-o-y growth stood at a marginal 1.2
percent during Q2-19. The increase in provisions was
primarily as a result of higher impairment charge
reported by Saudi Arabian banks. 

Saudi Arabia reported the highest NIM in the GCC
at 3.7 percent as the Kingdom has shown consistent
improvement in this key banking profitability ratio over
the last ten quarters. The Kingdom has tightly aligned
its key rate policy in line with US rates in order to
maintain currency pegs. As a result of this, the increase
in rates the US since last year were passed on by the
Saudi central bank resulting in higher NIM. 

This report analyzes financials reported by 62 listed
banks in the GCC for Q2-19. The individual banking
data has been aggregated to the country level as there
are minimal differences in the countries’ regulatory and
supervisory environment. We believe that the charts
and tables adequately capture the nature and structure
of the individual countries’ financial systems, their
supervision and their monetary operations. Some of the

key observations from the most recent financial for the
GCC Banking Sector includes the following: 

Total assets: UAE continues to lead 
Total assets growth remained positive across the

GCC resulting in one of the biggest quarterly growth
during Q2-19. On the individual country front, UAE
continues to boast the biggest share of total listed bank
assets in the GCC recorded at $710 billion or 31.8 per-
cent of the total GCC banking assets. UAE banks also
recorded the biggest q-o-q asset growth of 2.9 percent
in the GCC. The asset growth in UAE was also aided by
the merger of privately held Al-Hilal Bank with ADCB
and UNB bringing in its assets in the listed banks
space. Saudi Arabia followed after UAE with total
assets of $622 billion or 27.2 percent of the GCC at the
end of Q2-19 after recording a q-o-q growth of 2.5
percent. Among the listed banks in the Kingdom, only
Banque Saudi Fransi reported a decline in assets during
the quarter by 1.8 percent, whereas the remaining ten
banks reported growth. 

Loan-to-deposit ratio 
The pace of growth in net loans declined to 0.9 per-

cent in Q2-19. Banks in Oman, which reported the
biggest sequential lending growth in Q1-19, posted the
biggest drop in Q2-19 by 10.2 percent q-o-q. Four out
of eight listed banks in Oman reported decline in lend-
ing with Bank Sohar (Sohar International) and Bank
Nizwa reporting the biggest q-o-q drop. Net loans
growth was the strongest in Bahrain at 2.5 percent fol-
lowed by UAE and Kuwait at 2.1 percent and 1.9 per-
cent, respectively. In terms of individual banks, 20 out
of the 62 listed banks in the GCC reported a decline in
net loans during the quarter. In UAE, National Bank of
Fujairah reported the biggest growth in loans at 6.6
percent while bigger banks FAB and ADCB reported
growth rates of 4 percent (adjusted) and 2.7 percent,
respectively, ENBD’s net loans were flat at $91.2 billion. 

Meanwhile, in Kuwait, only KFH reported a decline
in net loans by 1 percent, whereas smaller banks out-
performed with Warba Bank growing its loan portfolio
by 10 percent and KIB adding 6.5 percent during the
quarter. NBK’s loan growth was marginal at 1.4 percent.
GCC listed bank’s customer deposits growth remained
positive across the board. As a result, the growth was
the fastest in the last ten quarters at 2.3 percent, as
compared to a growth of 0.6 percent in the previous
quarter, to reach $1.68 trillion. Saudi Arabian banks
reported the biggest increase in deposits at 3.3 percent
followed by UAE and Kuwait at 2.8 percent and 2.2
percent, respectively, while Qatari banks posted the
slowest growth of 0.4 percent. All banks in Saudi
Arabia, barring Banque Saudi Fransi, reported sequen-
tial growth in customer deposits during the quarter. 

Alinma Bank reported the biggest growth in cus-
tomer deposits at 8.9 percent followed by Bank Aljazira
at 5.7 percent. NCB customer deposit growth was at a
decent 4.3 percent q-o-q. In UAE, FAB reported the

biggest growth in customer deposits adding 6.4 per-
cent during the quarter to reach $105.4 billion. 

The net effect of a faster growth in customer
deposits relative to net loans for the GCC banks result-
ed in a decline in the loan-to-deposit ratio. Bahrain
reported the lowest loan-to-deposit ratio during the
quarter that went below the 70 percent mark to reach
69 percent followed by Kuwait at 73.1 percent. On the
other hand, Omani banks reported the highest ratio of
97.4 percent followed by Qatari banks at 90.4 percent
during Q2-19. 

Total bank revenue 
Revenue for listed GCC banks reached $20.3 billion

in Q2-19 primarily on the back of higher net interest
income while non-interest income remained almost flat
at $6.0 billion. Net interest income growth was
strongest in Qatar which recorded a q-o-q growth of
2.8 percent whereas most other countries recorded
marginal growth. The aggregate for the Omani banks
saw a decline of 1.0 percent during the quarter. 

In Qatar, four out of the eight banks recorded a
decline in net interest income during the quarter, how-
ever, QNB’s 4.3 percent q-o-q growth further support-
ed by 9.7 percent and 5.9 percent growth reported by
CBQ and KHCB, respectively, more than offset the
decline in aggregate net interest income during the
quarter. Saudi Arabian banks reported flat net interest
income as compared to the previous quarter after a
decline in net interest income for SAMBA, SABB and
Saudi Investment Bank were completely offset by high-
er net interest income reported by other banks in the
Kingdom. The performance of banks in UAE were also
mixed as growth in net interest income reported by
FAB (+6 percent), Emirates Islamic Bank (+5.3 per-
cent) and Commercial Bank of Dubai (+2.9 percent)
was partially offset by declines reported primarily by
ADCB (adjusted) and NBQ. 

Net interest margin 
After remaining stable for three consecutive quar-

ters at 3.2 percent, NIM for the GCC listed banks

declined marginally during Q2-19 and averaged at 3.1
percent. The decline came primarily on the back of
higher earning assets that more than offset higher
interest income led by higher average interest rates in
the GCC. Saudi Arabia has consistently grown its NIMs
over the past several quarters on the back of rising
interest rates. The Kingdom reported the highest NIM
in the region at 3.7 percent followed by UAE and
Kuwait at 3.1 percent and 3.0 percent, respectively. 

Qatar reported the smallest NIM during the quarter
that stood at 2.6 percent. Out of the six regions, only
Saudi Arabian and Omani banks reported q-o-q
growth in NIM during Q2-19. 

Cost-to-income ratio 
Continued cost efficiency improvement measures

implemented by GCC banks has resulted in a visible
improvement in the sector’s cost-to-income ratio. The
ratio has consistently declined over the past several
quarters for the aggregate GCC banking sector and
stood at 37.1 percent during Q2-19 for the GCC. Qatar
has consistently reported the most cost efficient model
with a cost-to-income ratio of 31.4 percent during Q2-
19 vs. 31.5 percent in Q1-19 and 34.1 percent in Q2-18.
The impact of scale was clearly visible with smaller
banks in Bahrain and Oman reporting a significantly
higher cost-to-income ratio of 48.2 percent and 47.4
percent, respectively. 

Loan loss provision 
Quarterly loan loss provision (LLP) witnessed a

steep surge in the aggregate GCC banking sector
reaching $3.1 billion during Q2-19 as compared to
$2.4 billion during Q1-19. LLP increased across the
board for all the GCC markets with Saudi Arabia wit-
nessing the biggest increase in the GCC of 115 per-
cent q-o-q to reach $1.2 billion during Q2-19. In Saudi
Arabia, almost all the banks witnessed double digit
growth in LLP barring Bank Aljazira that reported a
q-o-q decline. Kuwaiti banks reported the second
biggest increase in quarterly LLP during Q2-19 that
surged 21.2 percent. 
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GCC banking sector’s total assets 
grow on higher interest income

Conventional banks grow at 2.3% rate, Islamic banks increase balance-sheet by 1.3%

Another recent 
inversion could provide
support for stocks
NEW YORK: A decline in interest rates on long-term US gov-
ernment bonds below the average stock dividend yield has
received less attention than an inverted Treasury yield curve, but
it could be a reason stocks find support after a bruising August.

After the S&P 500 suffered its first monthly drop since May,
in part because the Treasury curve inversion is seen by many as a
harbinger of recession, equities have gotten off to a solid start in
September, historically their worst month of the year. The
uncommon Treasury bond/dividend yield inversion is providing a
level of support. US Treasury yields have fallen in step with a
global bond market rally as the trade war between China and the
United States has kept recession fears on the horizon. Negative
yields on government debt in countries such as Germany and
Japan have also helped to depress those on US Treasuries.

While yields on intermediate-term Treasuries have been
below the S&P 500’s dividend yield for several months, the long-
term 30-year yield inverted at the end of August, the first time
since March 2009, when stocks bottomed to mark the start of the
current bull run. “Whether it is the Federal Reserve signaling
more cuts in the future or just in general this rally in the bond
market, overall lower rates - you would think - put some sort of
floor on the market as well,” said Mark Kepner, equity trader at
Themis Trading in Chatham, New Jersey.

“It’s pretty clear that the $17 trillion in negative-yielding
bonds have been a black hole that sucks yields lower and lower in
the US,” said Don Ellenberger, head of multi-sector strategies at
Federated Investors in Pittsburgh. With the dividend yield for the
S&P 500 now above that of the 30-year, investors may look to
stocks with high dividends for income.

After dropping 1.8 percent in August, the S&P has gotten off
to a fast start in September to completely erase that decline, in
part due to gains in sectors such as energy and consumer discre-
tionary that contain stocks with high dividend yields. “There’s a
complete disconnect between the stock and bond markets,” said
Terri Spath, chief investment officer at Sierra Mutual Funds in
Los Angeles. “Some people are buying stocks for their dividends
and bonds for capital appreciation.”

With each of the three major Wall Street indexes coming off
monthly declines in August, investors may be tempted to look
elsewhere in the short-term as September has been the worst-
performing month for each since 1950, according to the Stock
Trader’s Almanac. The S&P has averaged a monthly decline of
0.5 percent and the Dow Industrials a 0.7 percent fall in the last
month of the third quarter over that time. But the higher dividend
yields compared with government bonds could provide some

incentive for stocks. Data from Sam Stovall, chief investment
strategist at CFRA Research in New York, shows that there have
been 31 instances since World War II when the S&P dividend
yield exceeded that of the 10-year note. The benchmark index
was higher a year later by an average of 22 percent, gaining in
price 74 percent of the time.

Over the same time period, Stovall found 20 occurrences of
the yield on the S&P topping that of the 30-year Treasury. In the
following year, the index had risen by an average of 12 percent
while climbing 80 percent of the time. “At some point an absolute
thing kicks in and you go ‘Well, where am I going to get my
income from?’ and the income- producing stocks, the yielding
stocks are an attractive place to go,” said Thomas Martin, senior
portfolio manager at Globalt Investments in Atlanta, Georgia.

Of S&P 500 components, 310 held a dividend yield above that
of the 10-year note, while 333 stocks’ yields were above the 5-
year and 253 had yields higher than that of the 30-year bond
through Wednesday’s close. Recent inversions along the yield
curve have triggered worries about an economic slowdown, as
they have preceded each recession since 1970.

Should a recession take place, stocks will decline and compa-
nies could also begin to cut dividends in an effort to conserve
cash, further denting their attractiveness to investors.

“If in fact Treasury yields are forecasting a recession, then
you’d prefer to own Treasuries at lower yields because equities
are likely to sell off,” said Erik Knutzen, CIO of Multi Asset Class
at Neuberger Berman in New York. However, a recent note from
Bank of America-Merrill Lynch Global Research’s Savita
Subramanian recommended investors stick with stocks over
bonds over both the short and long-term, in part due to their div-
idend yield and relative cheapness over bonds, while also noting
fewer than half of their bear market signals have been triggered.

“For long-term investors, valuations suggest 6 percent annual
returns; add 2 percent for dividends and this beats most fixed
income offerings,” said Subramanian. — Reuters

Burgan Bank
announces 
winners of Yawmi
account draw
KUWAIT: Burgan Bank announced yesterday
the names of the daily draw winners of its
Yawmi account draw, each taking home a cash-
prize of KD 5,000.

The lucky winners are: 
1.  Nadia Ramadan Bawee 
2.  Hussain Mohammad Mirza Dashti
3.  Ali Abdulrahman Mohammad Alsalem
4.  Zahid Zoebbhai Kalolwala

5.  Mohammad Reyath Haji Kali Khan
In addition to the daily draw, Burgan Bank

also offers a quarterly draw with more chances
to win higher rewards, offering the chance to
one lucky customer to win KD 125,000 every
three months. The Yawmi Account offers daily
and quarterly draws, wherein the quarterly draw
requires customers to maintain a minimum
amount of KD 500 in their account for two
months prior to the draw date. Additionally,
every KD 10 in the account will entitle cus-
tomers to one chance of winning. 

If the account balance is KD 500 and above,
the account holder will be qualified for both the
quarterly and daily draws. Burgan Bank encour-
ages everyone to open a Yawmi account and/or
increase their deposit to maximize their chances
of becoming a winner. The higher the level of the
deposit, the higher the likelihood to win. 

Al-Tijari announces
winners of 
Al-Najma draws
KUWAIT: Commercial Bank conducted the
weekly draws on Al-Najma Account and “Salary
and Cash on Top” campaign. The draws were
conducted in the presence of  Ministry of
Commerce and Industry representative
Abdulaziz Ashkanani.  

The results of the draw were as follows:
1-  Al-Najma weekly account - the prize of KD

5,000 was for the share of Ahmed Jaber Al-Shatti.
2-  The “Salary & Cash on Top campaign”

prize of KD 1,000 was for the share of Husam
Sami Al-Wattar.

The bank stated that the account prizes this
year is featured by the highest cash prize and
diversity of prizes throughout the year clarifying
that Al-Najma Account will offer weekly prize of
KD 5,000  monthly prize of KD 20,000 and a
semi-annual prize of KD 500,000 in addition to
the largest prize - linked bank account payout of
KD 1,500,000. Al-Najma Account can be
opened by depositing KD 100, and customer
should maintain a minimum amount of KD 500
to be eligible to enter all draws on Al-Najma
Account prizes. As for the chances of winning,
the more balance a customer maintains in Al-
Najma Account, the more chances the account
holder will get to win, where each KD 25 will

give the customer one chance to win, the
account also offers additional benefits like the
ATM card, a credit card against customer’s
account and all CBK banking services that cus-
tomer can enjoy.   

As regarding “Salary & Cash on Top” cam-
paign designated for Kuwaiti and expatriate
employees as well as the retirees and which is
valid until 31 December 2019 and the mecha-
nism of joining this campaign for availing its
benefits, the bank explained that Kuwaiti
employees with a salary of KD 500 and above
whether newly recruited or in service can
transfer their salary to the bank and avail the
benefits of this campaign by getting instant
cash gift of KD 250 or an interest free loan five
times the salary up to KD 10,000, add to this
they will automatically enter the weekly draw
on KD 1,000. As for the expatriate customers
categorized under Premier Banking Account
with a salary KD of 1,700 and above, they will
get instant cash gift. 

The retirees with pension KD 1,000 and
above will also get an instant cash gift of KD 150
when transferring their pension to the Bank and
automatically enter the weekly draw on a prize
of KD 1,000 and avail the benefits of this cam-
paign designated for Kuwaiti and expatriate
employees working in private and public sector
as well as the retirees. Further, the campaign
provides customers with the opportunity to get
additional benefits and take advantage of the
advanced and unrivalled services and products
the Bank provides to its customers to meet their
needs and expectations.     

Wall Street Week Ahead

NEW YORK: After dropping 1.8 percent in August, the S&P has got-
ten off to a fast start in September to completely erase that decline,
in part due to gains in sectors such as energy and consumer dis-
cretionary that contain stocks with high dividend yields. — AFP


