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The financial partner of choice for aspiring
businesses and individuals.
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Focus on a core product set with clear offerings
for each client segment that differentiates us
through efﬁcicncv and service quality.
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Build lasting relationships with growing
businesses, and with today and tomorrow’s
affluent individuals.
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Develop a culture that fosters ownership,
collaboration, customer focus and
operational excellence. |
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Equity tn Total Assets Ratio of all Saudi Arabian banks at 16.5
per cent. In addition, its Tier 1 Basel Capital Adequacy Ratio
was 19 per cent, which was the highest of all Saudi banks and
well above international standards where the range For strong
banks is generally from 12-15 per cent.

SAIB has a strong and stable deposit base with Customer
Deposits 1o Total Assers at 71 per cent. Our Loan to Deposit
Ratio was 74 per cent which is conservative by international
standards. In addition the Bank exceeds the new Basel 1
minimums for the Net Stable Funding Ratio (NSFR) and
Liguidity Coverage Ratio (LCR)

NPLs to Total Assets were 3.5 per cent at December 31,

2011, This relatively high level was due fo one problem loan
which is fully covered by the Bank's Loan Loss Reserve.
At December 31, 2001 the Bank's Total NPLs were covered
125 per cent by the Loan Loss Reserve compared to the
Saudi averge of about 132 per cent,  Our cwrment marked
capitalisation is SAR 8.7 billion ($2.3 billion),

Our bank has extremely limited
exposure to Europe and there
is no Euro zone contagion risk

Saudi is largely dominated by corporate banking,
but the retail segment is yet to take off. Why has
it been so slow to develop?
Saudi Arabia has traditionally been a cash-oriented society.
It is only in the last ten years that consumers have started
actively using dehit cards, POS terminals, credit cards, and
consumer loans. In addition, prior ro 2000 most of the
banks focused on the corporate sector, which had high and
profitable margins,

With the improvement in technology, intemet banking.
and the move away from a cash-based society, retail banking
1as moved to the forefront of profitability for Saudi banks.
Al the same time, corporate margins have been compressing,
thereby reducing the profitability of this sector.

The retail sector has made major strides in the past three
to five years and we expect the retail sector to continue

fo outpace the corporate sector in the coming years. The
demand for housing and the large youth sector of the

population will also add to the growth in retail banking.

SAIB has made headway in growing retail banking

assets. What have you done specifically to tap into

the retail segment?

SAIB has made retail banking a major focus of our Five Year

Strategic Plan. Some of our major initiatives to tap into this

important segment include:

® Forty-four hranches operate under the ALASALAH Islamic
brand, which ta

rgets an important sector of the retail marker

B Entering the Visa and MasterCard market as an issuer

B Building an  Automated Loan Origination and
Collections System

W Aligning the retail business model with our target client
base of afMlluent and professional individuals

B Launch of a best-in-class public website fully infegrated
with social media and differentiated by its intuitive
navigation and customer engagement tools

B Continual refining of our client segmentation and
understanding the needs and profiles of our target clients

® [mplementing an SME business model within the retail bank

Global rating agency Fitch recently affirmed
SAIB’s long-term IDR at A-, short-term IDR at F2
with a stable outlook. How important our ratings
to the bank?

Ratings are extremely important to a smaller bank such as
SAIB, Maintaining investment grade ratings are impaortant
to hoth our customers and hank counterparties and wene one
of the key drivers in our Five Year Strategic Plan.  Strong
ratings also reflect well on the country's overall banking
sector and are one of the strengths of the Saudi economy
as a whole.

SAIB works closely with the ratings agencies throughour
the year to ensure that we properly manage our risks and
maintain high levels of capital and reserves, SAMA also
closely follows the ratings actions on Saudi banks as they
view this as an important indicator of our financial strength
and stahility, =

SAIB RATINGS (Investment grade)

Rating Agency Outiook LT Foreign ST Foreign LT Issuer ST Issuer Long Short  Foraeign Foreign Farelgn
lssuer Issuer Default Default Term Term  Curency Long Short
Credit Cradit Rating Rating Rating Rating Outiook Term Term
Standard & Poor's Siable  A- AZ
_Fitch Stable A F2 ML
Moody's Stable A2 P-1
Capital Intaligence Stable A A2

D -
Banker

Reproduced with permission from CPI Financial

Source: SAIH
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Mare f\'ul:r]l]_}', SAMA has heen at the Forefront of G-20
initiatives to implement Basel 11 and Basel 1l regulatory
reforms. Basel [ was fully implemented several vears a

and Saudi banks are already compliant with Basel 1T capital
and liguidity ratios. These initiatives by SAMA have resulted
in a Mnancially sound banking system, which in tum helps

o

promote strong ratings for the banks and allows then

participate in the growing Saudi economy.

Saudi banks registered impressive growth so far
this year. It is estimated that lending will grow at
a compound rate of around 10 per cent between
2012-2015. Is this realistic?
Saudi banks experienced strong balance sheet growth in the
First Quarter of 2012 with approximately |5 per cent year-on-
year growth. For the full vear 2012 we expect a slight reduction
in this rate of growth but still praject loans to increase in the
10 per cent plus range. At SAIB, after reductions in our loan
concentration risk in 2011, we are looking for tatal loan growth
in the range of 13-15 per cent for 2012, but this is coming off
it lower base than our competitors,

We also see a continuation of the strong performance by

the Saudi economy as favorable to ongoing loan growth,

Saudi banks operate in one of the
strongest global economies and
the Saudi Government has strong
revenues, budget surpluses, and
high levels of foreign reserves

What are the main challenges facing the Kingdom's

banking sector specifically?

Saudi banks operate in one of the strongest global cconamies and

the Saudi Government has strong revenues, budget surpluses,

and high levels of foreign reserves. Within this positive operating

environment we see many challenges and opportunities:

B Avoiding excessive lending concentration fo the real estate
sector or other individual sectors

W There is
population who need to be served quality banking products

a large and growing middle class and  young

W Banks are expected o assist in developing the Saudi
cconomy beyond the petrochemical seetor

B Providing jobs to Saudi youth and reducing the expatriate
labour force in the privite sector

B Promoting the continued privatisation of state-owned
enterprises and [POs of family-owned companies
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Saudi Arabia is one of the fastest growing banking
markets, how can you stay ahead of the game, and
keep up with the pace of growth?

As ane of the smaller banks in the Saudi market, it is
certainly a challenge to keep pace with the rapid growth of
nomy. SAIB anticipated this growth in 2009

by undedaking a comprehensive review of our stravegies

the Saudi ec

and product capabilities. The outcome of this review were 24
strategic initiatives covering all areas of the Bank. Some of our

key strategies include:

B Entering the credit card market

B Aligning our Retail Banking business with the alfluent
market segment
Improving internet delivery capahilities
Developing an SME business model within Retail Banking

Impreving corporate governance

L]

]

]

B Aligning our [T model with the husiness strategy

B Focusing on both high- and mid-level corporate clients

B Improving corporate cash management products

B |mproving customer quality and the overall customer
experience

B Strengthening cross-selling . initiatives both internally
and with our subsidiaries and associate companies.
We believe these initiatives, which are all well underway,

will enahle us 1o keep pace with bath our competition and the

:_fruwjn[: CCONOMmY,

Where do you see growth coming from over the
next 12 months?

We anticipate the major portion of our growth in the
next 12 months to come from a combination of corporate
and retail loan valumes. l-'nltnwing the cmn]ilctinn of our
concentration risk: reduction efforts:in 2011, we are now
focused on building the loan book. Loan growth will also

bring with it higher fees and foreign exchange profits, as

well as higher levels of customer deposits.

Corporate Governance is deemed more important than
ever, low is SAIB doing regarding Basel requirements?
SAIR meets or exceeds all Basel 11 requirements, and we are
already in compliance with the Basel 1T capital and Houidity
requirements. Our bank has also established a Best Practices
Comorate Governance process at the Board level, which then
filters down 1o all levels of management.

SAIB Is the first Saudi listed bank to publisha s
report based on GRI standards, SAIB received a “B” rating for
our initial report,

As of December 31, 2011 SAIB had the second highest

stainability
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The global financial crisis has demonstrated the
growing popularity of Islamic Banking, have you
seen an increase in demand for [slamic products?

SAIB has experienced strong demand for its [slamic product
offerings going back o before the global economic crsis:
SAIB’s branc
are tully 5h

twork currently has forty-four branches that
ah compliant under the ALASALAH Islamig
Banking Program. Our brinches otfer a wide range ol Islamic

products to sarisfy the growing demand for these products.

What do you see as the main risks wthe SSudieeanomy?
There are several areas of concem that could impact the
Saudi economy:
B Continuing dependence on oil revenues with an uncertain
dlobal econamic outlook
W Excessive dependence on foreign labour in the private sector
W A Jarge and growing population means solid demand, but
also puts pressire on unemployment
The good news is that these risks are widely recognised and
are being addressed through various initiatives targeted at jobs
for Saudi youths. In addition, the Government's conservative
fiscaland budget polices have led to very high levels of foreign
reserves, These reserves. will offset any Muctuations in oil
reventes and enable spending to continue at planned levels,

How much of a concern is a slowdown in China (a
major importer of Saudi oil)?
China’s economy has been slowing for some rime, but in fact

the ceonomic situation may not be as weak as it is currently
perecived. Authorities in Befjing have slowed the speculative
real estate market and prices may now be elose to a bottom. In
addifion expor growth, which was hit hand by the curo crisis
is also stabilising, The Chinese economy has slowed 1o abouwt
seven per cent, and the PBoC reeently eased monelary policy
as inflation amd growth areboth Blling.

In spite of these negatives. China remains one of the

dommant global economies and rer

1ins in the early stages
af industrialisation. We see (his as a long-term positive factur
whieh will help support il prices.

In fact we see Europe as the greatest threat to oil prices. As
the European economy falters with the Euro crisis, the Euro is
declining in value against the dollar.
turn is causing lower oil and commodity prices,

The: stronger dollar in

Saudi Government expects economic expansion (o
slow to six per cent this year (from 6.8 per cent
last year), partly due to the global slowdawn. What
impact will this bave on spending?

While the Saudi économy has slowed slightly, growth was still

Reproduced with permission from CPI Financiof

Riyadh: Saud| Investment Bank (SAIB)Headquarters

broadly based and strong in all major sectors.  Construction
activity remains the fastest growing sector largely due to the
allocation of large Government spending. This sector is expected
10 remain strong in the coming years with the Govermment's
goal 0 boost housing, Oil production alse continues to be
strong due to the continuing improvement to capacity, and the
recently announced new mortgage law will be-a net positive,

While there contimie to be concerns with the global economy,
and the Euro zone in pamicular, it s expected that Governmennt
spending will continue to support the Saudi economy and offser
any decline in oil revenues. Bank lending is also expected to be
another area that will help sustain spending levels and overall
cconomic fundamentals remain on solid footing,

low can you capitalise on the generous public spendir
and infrastructure development plans in the Kingdom?
The Government's spending on infrastructure and development

15 dircctly. driving loan demand in Saudi Amabin, As noted
above, we cxpect SAIB's loan growth 1o be in the range of
13 per ceni for 2012,
impact on our Tevenues and our growing customer base,

This growth will have a favorable

The Government’s spending plans also translate into higher
corporate paymolls and higher consumer spending, all of

which are beneficial to our retail banking strategy.

What are Saudi anthorities doing to support the

banking sector?

Saudi authorities have actively pursued very conservative
regulatory policies towards the Saudi banks for many years,
not just since the onset of the financial crisis. The maximum
Inan-to-deposit ratio in Saudi Arabia is 85 per cent, and
this was a major factor why the Saudi banks survived the
financial crisis unscathed. In the US this ratio historically
ran close 1o 100 per cent and averaged closerto 150 per cent
for European banks before the crisis

Banker
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The Saudi Investment Bank (SAIB) may be one of the smallest banks
in Saudi Arabia, but it has big ambitions. Musaed Al-Mineefi, General
Manager, SAIB tells Joanna Andrews where he sees the challenges

and opportunities
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AIB is a publicly Fisted company headquantered in Rivadh, The bank began
operations in March 1977 and its sharehobders inchude J, P Morgan Chase,
Mizuho Corporate Bank, Saudi public and private institutions as well as
Saudi Individuals.
It offers traditional wholesale, retail and commercial hanking
products. In particular, financing of quasi-Government and private industrial
sectors and trade finance products for facilitating imports and increasing
Saudi expors.
On the retail side SAIB provides a range of Shari'ah-compliant products
and services including accounts, Murabaha investments and personal finance
solutions. It has also established joint ventures and subsidiairies to cater to
investment banking and share oading

BME INDUSTRY AWARD

SAIB recently walked away with the award for the "Best New Retail Finance
Product” at the Banker Middle East Product Awards 2012 held in Dubai
in March. Competing against hanks across the region, SAIH won the
award for its innovative *Shares Murabaha" based finance
proposition which provides eustomers finance to buy
Shari‘ah-compliant shares from the Saudi Tadawul
exchange and gives themt the flexibility w hold or sell

the shares within a phone gall from the customer.

What contagionfexposure, if camydo you
expect to see from the Eurn zone debt erisis?
The main ssue with the Euro zone crisis is s potential

to damage the global economy, which will in turn put

downward pressure on oil prices.  However given' {he

|ligl| level of olficial foreign asscts and controlled
hudgeting process by the Saudi Government, we expect
the  Saudi economy can withstand any problems
caused directly or indirectly by the Eurn zone. (ur
bank has extremely limited exposure 1o Europe and
there is no Euro zone contagion risk for SAIB.

7th Edition - November, 2012
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EDITOR’S LETTER

his is my last edition of Banker Middle East, 1t has
been a great journey! The Euro crisis remains front
and centre. Angelea Merkel is standing her ground,
The German Chs
relenting in her refusal to back other countries’ debt.
The fears of a Furo zone contagion are ever present, the

wellor has shown no sign of

IMF issued a repori saying the Gull may lace risk from the
“ crisis (Page 19]). As il that wasn't bad enough Moody's wielded
[{ \ the axe AGAIN - downgrading 15 global banks [page 20). For

\FMTP{i {j'[ﬂ“ i) Imr:!u wanting to ;wr:liui I:.ail-mn [i.l..'. ‘sgr.ﬂn_i - see page 22,
Yy Steen Jakobsen, Chiel’ Economist ar Saxo Bank looks at
\ "fi "'.“",r' historical data suggesting the US dollar is set to nse (page 30),
2 ek You might think that investing in the current climate might
not yield any good return, but the experts disagree. There are

10 cover interviEw still pockets of apportunities out there [page 34).

Banking on growth: Musaed Al-Mineefi General Manager, Cash is King in Africa, according (o a new Gallup study

1 restment Bank .
SE-SAKE hestmen Bark funded by the Bill and Melinda Gates Foundation (page 46).

26 INFORMATION TECHNOLOGY Shale gas is said to be the ‘next big thing. What does it mean
e-crime is rising and cyber criminals more sophisticated for the Gulf nations? (page 54]. WM
It has been a great ride,
34 investment outLook Enioy!

what will H2 2012 offer for investaors — pick your predictions

3 8 BACK TO THE DRAWING BOARD
Re-evaluating investment approaches

40  srano sTRATEGIES

| The real value of a ‘good’ name
4 4 WOMENOMICS
It's @ man's wotld? Think again, says Standard Chartered! — t“ '
s
46 EMERGING MARKETS st ;;;L-/"A‘

Cash is king in Sub-Saharan Africa = ¢ |
Mark Mobius seeks his Tertune in chocolate and gold JOAN NA ANDREWS
‘ '.--'" i
50  project Fnance Editor
Gult boom or bust?

5’1 ENERGY
Fractuning the future,

5 7 BOOK REVIEW
Codes of Finance; Engineering Derivatives in a Global Bank

Get the next issue of B
Full details at: w

Follow us on Twitter: CPI |

f Middie Eact before it is published.

wi.cpifin
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. MOSDY'S WIELDS THE AXE
Glabal banks see their ratings slashed

RECATIONSHIPS MATTER
Alpen Capital explains the art of the deal

) WHAT'S IN A NAME

Get your branding right an ers will follow

‘ GULF C)"r BUFT'T'

Can am eally be financed?

BANKING ON GROWTH

Musaed Al-Mineefi, General Manager, The Saudi Investment Bank

Get the next issue of Banker Middle East before it is published. Full details at: www.cpifinancial.net
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