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• Rapid credit growth has reduced the availability of liquidity in the Saudi banking sector. 

• The government has large deposits with the Saudi Central Bank (SAMA) but is not deploying this liquidity to alleviate 
pressure on banks. Whether the government will step up its deposits with the banking system in 2023 is unclear.

• We expect banking sector credit growth will slow to 10%-12% in 2023-2024, owing to a high base effect, higher interest 
rates, and tighter liquidity. Corporate demand is likely to increasingly drive credit growth as Vision 2030 projects are 
implemented.

• High rates may result in a portion of deposits migrating to interest-bearing instruments, with downside for banks’ 
margins. We expect the sector’s return on assets to improve only modestly to 2.0%-2.1% in 2023-2024.

• The positive outlooks on most rated banks mirror that on the sovereign.
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Non-Oil GDP Growth Will Remain 
Robust… • We expect oil prices to remain relatively high given 

our assumptions Brent will average $90 per barrel 
(/bbl) in 2023 and $80/bbl in 2024.

• Although oil-linked activities will reduce on the back 
of agreed OPEC production cuts, we expect the 
non-oil sector will continue to expand thanks to the 
implementation of Vision 2030. 

• This will create opportunities for corporate lending, 
since large investment projects are being allocated 
to contractors. 

e--Estimate. f--Forecast.  Gross value added (GVA) growth breakdowns based on implied forecasts by S&P Global 
Ratings Economics. Source: S&P Global Ratings.
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…However, We Expect Credit Growth To Slow
Driven by a higher base and less abundant liquidity

• Mortgage loan growth will gradually slow as 
the market saturates, and rates increase. 

• Corporate lending will pick up with Vision 
2030 projects.

• However, funding availability will likely be a 
constraint for the first time in a while.

Net Increase In Private Sector Credit By Segment 

e--Estimate. f--Forecast. SAR--Saudi riyal. SME--Small and midsize enterprise. Source: S&P Global Ratings.
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Private Sector Deposit Growth Is Lagging Credit Growth

Increasing Private And Public Investments Abroad May Have Partially Replaced Deposits

• The systemwide loan-to deposit ratio 
increased to 102% from 85% between year 
end 2018 and third-quarter 2022, owing to 
lagging deposit growth, mostly from the 
private sector.

• This was mostly spurred by stagnant term 
deposits, which barely increased between 
2018 and mid-year 2022.

• We attribute the trend to the low interest 
rates that prevailed over the period.

• At the same time, Saudi investors have been 
increasingly investing in foreign stocks.

• Based on available disclosures, the Public 
Investment Fund may have accounted for 
25%-40% of these flows abroad, indicating 
private agents can be a significant driver.

The System Is Slowly Reaching Its Funding Limit

Q--Quarter. SAR--Saudi riyal. Source: S&P Global Ratings, SAMA data.
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SAMA Helped Banks Bridge The Gap And Escape A Credit Crunch Amid The Pandemic…

…While The Government Opted To Maintain Deposits With SAMA

• SAMA’s fund injections during the COVID-19 
pandemic and later in 2022 helped avoid a 
credit crunch and support economic activity.

• As a result, the system reached a structural 
liquidity deficit in mid-year 2022, with 
borrowings from SAMA exceeding 
placements with it.

• Meanwhile the government opted to keep its 
deposits with SAMA rather than place them 
with banks. 

• In 2023,  SAMA will continue extending 
tenors for its support packages and other 
facilities to avoid a credit crunch--and 
possibly increase the volume of support--
while encouraging banks to attract private 
sector deposits.

• Higher interest rates will support migration 
of current and savings accounts toward term 
deposits, further pressuring banks’ margins.

Less Abundant Liquidity Has Become A Structural Feature

Q--Quarter. SAR--Saudi riyal. Source: S&P Global Ratings.
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Saudi Banks’ Profitability Will Increase Only Modestly… ...As They Capture Just A Fraction Of Higher Interest Rates
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A customer shift toward term deposits and the need to plug the deposit gap have resulted in Saudi banks realizing 
much lower gains from rising interest rates than we expected.

Less Abundant Liquidity Prevented Banks From Capturing Rising Rates

e--Estimate. f--Forecast. Source: S&P Global Ratings, SAMA. Source: S&P Global Ratings based on banks’ data.
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Rising Rates And Leverage Will Creep On Banks’ Asset Quality

• Rapid credit growth and excess provisions 
created in 2020 supported low cost of risk 
for Saudi banks, trending at about 40 basis 
points (bps)-45 bps over the first nine 
months of 2022. 

• Higher interest rates and the seasoning of 
the portfolio will eventually result in cost of 
risk normalizing, particularly for corporate 
portfolios where most exposures have 
floating rates. 

• Meanwhile, the quality of mortgage 
portfolios will stay stable owing to the salary 
assignment mechanism and largely fixed 
interest rates.

• Slower credit growth will also optically 
increase nonperforming loan levels and cost 
of risk.

Asset Quality Metrics Will Slightly Slip Over 2023-2024

e--Estimate. f--Forecast. NPL--Nonperforming loan. Source: S&P Global Ratings.
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Capital Remains A Rating Strength For Saudi Banks

• Despite rapid credit growth, Saudi banks 
have maintained strong capital levels, as 
measured by an S&P Global Ratings risk-
adjusted capital ratio above 10%.

• This resilience was largely supported by 
international and local issuance of additional 
Tier 1 sukuk, with rated banks increasing 
outstanding volumes by over $10 billion.

• As growth subsides, we do not factor much 
new issuance in our forecast.

Additional Tier 1 Issuance Supports Rated Banks' Capital Ratios

e--Estimate. f--Forecast. RAC--Risk-adjusted capital. Source: S&P Global Ratings.
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Most Of Our Ratings On Saudi 
Banks Have Positive Outlooks

• Stronger oil prices and an expanding economy have 
been positive for the Saudi government’s 
creditworthiness, with fiscal surpluses projected 
over 2023-2025.

• The outlook on our long-term sovereign rating is 
positive, reflecting strong GDP growth and fiscal 
dynamics tied to the country's emergence from the 
COVID-19 pandemic, rising oil production, and 
government reforms.

• The outlooks on most banks mirror that on the 
sovereign.

NR--Not rated. Source: S&P Global Ratings.

Bank Global Scale 
Rating

National Scale 
Rating

The Saudi National Bank A-/Stable/A-2 ksaAAA/Stable/ksaA-1+

Al Rajhi Bank BBB+/Pos/A-2 ksaAA+/Pos/ksaA-1+

Riyad Bank BBB+/Pos/A-2 ksaAA+/Pos/ksaA-1+

Banque Saudi Fransi BBB+/Pos/A-2 ksaAA+/Pos/ksaA-1+

Arab National Bank BBB+/Pos/A-2 ksaAA+/Pos/ksaA-1+

The Saudi Investment Bank BBB/Stable/A-2 NR
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