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Qur Vision

The National Commercial Bank

is the LEADING

DAllK In 1ud1 Arabig

Our dual purpose is ta enbhance the value of the firm and to serve society;

We are ihe first choice for customers and for talented employee,

We are primarily a consumer bank providing deposit, muvestment and
innovative, tailored products to retail, middle income and high nel
worth customers;

We engage selectively in corporate business with a full range of [inancial
services for the conunercial sector and specialist financial services for large
corporate clients. NCB is building a diversified portfolio with returns
commensitrate with the risks;

Our core values are customer service, reward for performance and teamwork.



Financial Highlights
for the year ended

31st December 1993

(i miflions of Sandi Rivais)

1995 Performance

1995 1994 Change

Total assers 76,660 39,468 7,192 .33
Total customer deposirs 55,920 51,794 3,126 591
Total babilities 69,387 62,371 016 1.23
Total parmaers’ cquiry 7,272 7,097 75 3147

Contra accounts 99,470 57,095 42 37§ 74.22

Operaring income 5,388 1.36Y 1.820 50,99
Operating expenses 4,680 2 873 1.807 6290
Net eperating meame 707 695 1 1.58
Other income (expensc (7} (17 0 94.02
Net income 700 579 2 20.9

cered ratios %
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Return on partrers’ cquits 2.9 8.3
BIS toral ratio 213 20,9
Partners' equity as U of roral assers as n.z
; i ~ 8
Leans & advances as Yo of total asscts 514 47.6 <
I i 7
Securities as Yo of total assees 20.3 26.3 =
3
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Liquid assets rario 412 15.5 -

Deposits to loans & advances 142 160 s I
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Releasing TEUW

= CRGIES

manv of the pitfal’s mto which others have fallen during guidance of The Custodizn of the Two Holy Mosques King

the past year. Fahad Bin Abdulaziz Al Saud, the Crown Prince and First
Deputy Prime Minister HRH Prince Abdullah Bin Alxlulasic

Do contiment o the conununity includes working closely Al Saud znd the Second Deputy Premier Minister of

Jefence

advising upon and raising rhe capiral and Avia HRH Prince S:iran Bin Abdulaziz Al Saud and
needed 10 finonce essential projecs. Acdizionally, NCB has their ministers, appropriare and supportive policies and
wontinued its policy + viting siguilicant smounts gudance will alwavs be forthcoming.

charitizs in the Kinpdom. We have always led the way in this

arca and fully intend te de so in the future, In my cravels around the Kingdom, Fam constantly impressed
oy the friendship, lovaley and courtesy shows by NUBS

In times of economiz restraint the role of a country's largest customers and staff ro cach other in the course of their

which requires a delieate halance of service and everyday contact. It is o tradition that necds to, and Tam sue

y. As | look forwar¢ into 1996, 1 would urge our will, continue into vur sharee furare.

cusiomers 1o take a careful, even cautious approach o then
commercial anid sersonal budgees. 1= would he irresponsible For mare than anythi=g clse, NCB represents the smbodiment
of the banking community not to seck o discourage of what is best in the Saudi tradizions of honesey and
wusiomers om over-ambitiouws borrowing against tie coutesy anc exemplifies chese by che efficient provision of
current coonamic backgrood madern banking seevices. Daing o honours the Bank and

1= customers, its employees past and present, our heritage
New ways w boos: non-ui. evenues are being explored. and our ceuntry,
Privatisation of certa:n public sector enterarises will
constitute an important part of the ongoing adjustment 0= kehalf of The Nationz! Commercial Bank and irs seeff,
process. The private sector should be giver she opportunity | rake 1215 OpPOrIURNILY 10 EXPruss W OUT CUSICINErs our
to it and enovate many of the utilities ane services geantude for thei- continued suppart and encouragement
currently operated by the povernment, nn condition t=ar this o explars the many new ways in which we can be of furcher
will resul er cost, betrer performance and grearer service,

cmploymeit vpportanities (or e natonal worklorce,

Tor the Bank's staff, sincere thanks most be given for their

Viarious forms of innovative financing can help offset the effecr contribution ro an excellznt overall performance including
ol the budgetary squeese. Contractors sod supplizrs could the substantial improvements achieved in our qualicy of
bz called upon to inc e financing proposals in their bids for customes service. My colleagues in manz gement have put

cts. The build, eperate erd transfer appreach, in anather staen year developing and ementing
whereby 1¢ conmacior i repaid from the proceeds of the new initiatives to <eep NCB a0 the lorefront of the damesiic
project aftes its completion, may also become apphezble and regronal banking industry. Indeed, cvervone has displayed
for cortain peojeets. Loans have already bern made by an ingenuiry and dedication which deserves one respeet,
commercial banks 1o SABIC's affiliaces, wtility companies and graricude ond admiration,
other autonomous yevermne:: bodics with nonsecouise w 5
the povertment. Panks in the Kingdom are eager for good i
project financing apporcuniries wherehy the cash flows T
generated from the projeats wil! besutlivient w pay back the &
loan without the nzed ta depend on transfers fram the :
government. £

— <

The Mirstry of Finance and National Lconomy and the o+ = ]
Seudi Arabian Maonctary Agency continued to give great =
assistance and encovragement to the banking commusnity, 8
The environment for banking in the Kingdom neecs to H
remain lear and nnambignous and rhe highest personal and 3

corporate standards must not only be practiced bur bz seen
0 be praciced, The management of NCB leels s NMehammed Sz lim Bin Makfous
responsibility serongly. Tam confident thar, under the Chairman
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Key Facts

about NCB

The National Commercial Bank has:
» The largest Capital Base of any bank in Saudi Arabia
v The Rank of Nwmber One Bank in the Arab World
» Lxperience. Founded in 1953, NCB 1s the oldest Saudi bank
v 250 Retail Banking Branches Kingdomuwide
v 34 Dedicated Branches offering Islamic products
v Ouwverseas Branches in Babrain and Beirut
» Representative Offices in Major Pinancial Centres
* Over 570 International Correspondent Banks

v The Middle East’s largest and most up-to-date
Treasury Dealing Room

» Saudi Arabia’s leading Investment Services business - 7 new funds
launched in 1995

* 3.500 Electronic Point of Sale Terminals (POS) in retail outlets:
26% of the market

» 208 Al-Abli Express NCB-owned Automatic Teller
Machines (ATMs) — up by 30% on 1994 — now 18%
of the national market

* AlL-Ablt Express card access to a network of 1,200 ATMs
natiomeide and 800,000 worldwide

* NCB VISA and MasterCards issued grew by 300% in 1995
* 4900 staff = down by over 30% in two years

* 260 Sandi graduates joined NCB in 1995

The Nartiomal Cormercial Bisk  Aweual Repons 1995
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During 1995, The National Commercial Bank has continued to forge

,)l '11- es

ahead weith new initiatives
I

e
TR, oA S

of Activities

. products and services that meet

the changing needs of the Saudi Arabian marketplace and which

retforce t

fiancial institulion.

These are just same of the highlights:

Net profit increased by 21 per cent to SR700.3 million
w1995 zom SRS79 millicn m 1924, Thas figure is i line
with our sxpectatass and has been achi
improsements in our marker share and continui
controls.

Net incame, netare loan loss provisions, roase sharply hy 49%,
w SR1003 million, This substantial performance was achieved
by healchy o NCITs custonierserving
divisions

centabutions from all

The Banks riskeweighted Tier 1 Jeyuacy ratio, as
defmed by t=¢ *Basle Guidelines’, at the year end was 21.3%
again woll in exeess of (nrerationally required levels.

3%, while

. These achicvemen s

¢ Bank’s continuing growsth in marker share as befirs
the Kinggcom's Largest commercial banking ostitution.

Overall, roral &
expemes mercased by 5% 00 19
declined by 4%

it. depreciation and gengral adm
Al costs, however,

Staff levels continied ta fall = ahsolute rerms, in line with
arked upan in 1993, By the end
mplovess had been reduced 10 5,014
ng the reernitment of 180 Sandi praduate trainces

he Bank's place as a madern and dynamic international

All the Bank’s divisions contributed to the good results 150
srted for 1995, 1here was steady progiess from NCBS

cansumer financial services, ineluding oo retail hranch 4 '

nerwork, electronic banking, and investment services

operations. Further adviaces came from our cosporace

nanking, corporate finance, and carporate business banking

groups. NCB's two younger custorier driven divisions, Private

Banking, and Islamic Banking, both actieved commendable

th in their contributions ta the Bank’s results.

NS Treasury made a signiticant conrr i botion ta the
overall increase in profitability. Demonstrating its ability ro
take full benefit From chiangmg marker condinons, Treasury™s
1995 perfarmance whally justified the substantial investment
n san and tecinological resources made by NCH

ARy latest developments in
chnalogies, systems and risk management helped the
division to apply creative financial market solutions to our
amiomers’ needs. The opening of a new “leading-vdge’
dealing room was ane of the highlights of NCIVs year

Those respansible for the less glamorans hee cqually vital
support divisions accomplished many remarkable advances
w1995, The mumber and rapid pace of changes in rechnology.
methadalogy, systems and procedures across the year in all
parts of the Bank has been awe-nspiring when viewed in
together as & whole. Indeed, the enthusiasm and drive of the
reams managing /| divisions and the response of their sl
to new methads, practices and markets i highly
commendable.

et concentration on agreed goals and scrategic

objectives has led to a healthy degree of pressure and the
need to focus on traint craining and yet more training =
as an addition w normal daily werkloads, The nesult has $

keen to bring ous the best in loyal and dedicatzd colleagues £
who arc providing a new spirit to NCR'S inrernal
This 10 wrn s being transformed into a new energy thar
1s kecognised aod appreciated by existing and new

Nuti

customers alike

T



Review
of Acriviries

astiog n hes own IS Yutles
ot 1y o fromm Nie hank

Our growing range of mutusd funds provides investors with &
range of high-guality, innovative investmant opportunities




Rerail Banking

Rerail Banking received a high Tevel ol pusitive customer
seaton tothe croduction of state-of-the-1et compurer
systems linking the whole of NCB's branch network. The
Division recozmised and respondid to vur cusion s newd (o
transact therr bisiness (0 an environment that is conveniess,
pleasant andl eft cient. During t=e vear, 39 branches were
remodzlled co otally new standasds that make over 80°
flour space avalable 1o our custemers. This pregram e will

contmue over the oo 18

Independent rescarch indicaies that NCB ws 0w consistently
e

the top bank in the Kingdom on key customer serv
performance measures. The Division continues 10 strive 1o
peovide the spead, accuracy, accessik
service that customers require and exoeet from the Kingdom's

Jeading reta | hank.

ity el convenience

To be able o delwer i
Reta!l Rank ing has undergone o majer transtoration of its
peaplz and how they are organised, taimed and deliver,
Following extemive mathe: research, the Division
deliberately further rowards a marker focused
arganisation, cnhancing the marketing functior thar supporrs
marker sector managers and service ©annel management.
The expertise acguired 1s alrcady showing evidence of

e penetration of NCW's Zustomer ¢ riven
performancs culture into all aspects of our work.

h standards of service

pected,

e

Part of NCB's long-temm strategy 15 to give 165 Customers ease
of aseess Tt nber of NCI
Autmaied Jv { under the
name ARN A1 Fanress — was inereased by 30%, 1o 20
machines, with aceess 1o a na | nerwork i
over L20D maciies, The Al-ARD Expiess servic
fully alobe! in 1995 and the card can now be used in 800,000
Incations worldwide. During the year. the number of NCB
dectronic point of sale terimnals (POS) wath reraers was

almost dombled £ 3,500 = piving NCE 4 26% market shase

Fecame

Anozker area of consumer bnancial services success was
the growth of NUILVISA and Masterland issnaner. which
irereased by 300 r 1994, Credit turnover from

these cards increased by a gracilving 283%, making NI
the leading cred = card neework in the Kinge

Throcghous the vear there were, once agam, substantal
achievements i reducmg, divsional costs. Manv benctits
cantinued to Aow from NCRs investment in leading edge
banking technology and 1726 as well 15 personnel
prosiuciivity improvenents and 1etamng, peoniced Retail
Benking to operate w tly less seaff while

markedly improving custamer seevice levels. Where passihle,
service cost ~eductions were shared with our customens by
providing them with added value services that placs NCB
ahead of it market comperitors,

Gorporate & Institutional Banking

A welcome milestone for the Barnk and this Division was
1e appomement of a Saudy nanonal as Head of Corporate
Banking fo= the fiest tive since the Corporate Banking
roup was started i

During 1995, a substantal effoare was parinfo enhancing
= cervice through @ more integrated approach,
involving crosy-selling products and services, coupled with
the implementation of the “tanl acationship managenent’
concepr. Thus NCB busingss relanenship managers were
appainted 1o act as client coordmators with respons biliey

custon

1o seryice t

anking requirsments of eorparars
BD managers are backed up by Trade
Frnance, Treasury, Invesument, Islae Banking and
Electome Banking specialists.

costomers. These

This enhanced, fo ised partnership berweens NCB and its
aate e mstaroconal customers has resulted moa more
r

new praducts

car

al

smesolving approach from whick seve
save already evolved,

proeacty

of dratis under Deterred Letters

of Credit tor Foth cstablished and new clients. This enables

the Bark w provide up-lont lundimg for contracors

where Supplic - Credie Agrecments have been reached

Coven the liquidity limitations cueranely affecring the

banking communivy in Saudi Aral

I tant option for corp unts wishin
see contraets i o hedge inserest rate and currency risks,

NCI e offers disconnrin

ch a service ofters

At ac [

Another example s a tlored oprions facibiny, orgmally
developed for NCRs costamer ¥ Ih Cable, which
nnovative structure of eredit faciliries allowing

the customer the vption 1o anage balance sheet zxposure
As business breomes more rreepeive ro various ypes of
s, this rype of innovarive approach
B is arercring new Jents From amony she Kugdow's

hyhrid trons
N

Lirgest cotporations.

As one of the most active players 1 the Kingdom®s corp:
bantking secior, NCB connmucd s tradition of support
the developrent of Sandi Arabia'’s infrastructure and its
public sector. NCB hos beer a major provider of fac
w e chients wndertabang peojects related 1o the
lelecommunications Fxpansion Peajeet (TFPA and is
actively supporting companies invelved in sanellite

< ications, Thee

e

s

1ons seCtor s, perhaps,

at present the maost wmportant public and privare prowsh
req, given the substantial Government support pledged
w0 this part of the Kingdomn™s infrastinciurc.

ol e
THCATONN CINTERTA AR

Lamad Roprirs 1993
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NCB's expertise m preject finance continued 10 0
1es i 1995, As reported last L CIBD
involved in the financing of 1 LSS3.9 lallion telephane

system expansion project awarded to ATET by the Ministry
ol PIKT. This i i addition o the Us§73 nillion of fag:licy
arranged by NI to finance the msz,
subscriber lines in the Riyadh arca.

Dppor

aton of new

The division’s efforts i *structured finance’ co
be successtul in 1995, with a fusther SR300 million arranged
for Abdul Latit Jameel and 2 SR73 mil'ion facility for the

Al-t ani and Al-sulaiman Unieed Co
hes geserared considerable interest in the marker a-
could provide another successtul vear of opportuniny.

sanv. Lhis product
1995

ated SR200 million
Zamil Group where NCB
and Agent Bank.

NCP elased a sy
Term Loan transaction for the Al-
was leadd underwriter, prineipal coordin

A US $700 millior Term Loan Fe

Porroch

for Saudi

tecal Company (SADAF]L which wis underwritien
wht-bank groun in late 1994 (of waich NCBwasa
major underwriter), closed in Nevember 1995 after an
extremely successtul syndication amony a group of 44 local,
regional nternational hanks, NCB s Agent Fank

by an

NCE ook a SR200 milion parsicipacivn 15 a lean wo Saudi
Ovger totalling SREDD pulhion. NCB acted as the Sandi Kaval
Loan Agent.

T

we tranmg of NCIVs Corporate Banking Officers
the emphasis on tota ner relarionship managy
seross the Bank. provided the necessary wols to improve

mdwidaal and grovp deasion making and problem solving.

and

Treasury

From early m 1995, custor
notiee 4 sip
of services as the
aplement the laes s infor
manageme pleted in the
summer, when the Treasury moved into its new, stare of the
a7t destling room and a satisty srowth in o

s of NCB Treasury bogan o
sent o the quality and hreadeh
sion began to inszal’ and
ation technelogy and risk

sterris Installation was con

volume and

value of transactions followed.

Combming leading-cidae technology and dealing room design
with highly cxpericreed and well 1maned -\mplr Fas created
i unique eapabiliy in the region.
Treasury is able v olfer a world-class service that is setting
nzw standands for such facilities throughouot the Moddle Lase.

he res

The Treasury business basically consisrs of an idea thar
develops 1 transaction. People and ideas go
the hest iders go with the best people. Over the pa
years NCB has assembled a multi-ralertec, multnacional
rean of treasury orofessionais with ane shared purpose, (o
serve the < while
pchering to the highest standards of professional excellence,

ank’s clionrrle in new and imaginarive

Cnstomers

> provided with the consistent, high qualiry,
comprehensive problem solvicg and transacrional services
Jesigued 1o achieve speaicic results, Enbanced service quality
1 resules thremgh NC westrrent has scr NCH
Treasury apart from its comperitors, making NCB the i
‘Bunx ol Chaee' lor treasury

Fs substantia

1 capieal markes servic

Investment Services

In 1995 NCB once again re
leading player 1 inves esin Saud: Arabia. With
irs serong ceadition of listening ta its customers and necting
their imvestment needs, NCB has achieved and sustained o
dominant motual fund market shace, administering well
20,000

torced its position as the

WNE ser

st

1T SCCounts.

Astrong flow of sevein new fund muodoctions soe e cuelul
implementatic
and reporting system give T
o mniel products spealically alored w
mackets with wor d-class technology
<ms support.

of 2 sate-of-

Aistration
estimony 1o NCB's determinazion
Saudi i Aral:

and infarmation

-art ensramer ady

[n the firest quarses of 1995 NCE Linnched four apen-end

Trade Fund, NCB Ewrope Equity Fund and NCB [apan
Equity Fund and one
Finance | Fund.

In the fourth quarter NCB launched an open-cnd “und = NCB
Arak Equity anc a closed end fund - NCB Capiral
Provecred Fund L

The NCB Glokal Toacling Equ
mvests in global companies th
ncome trom ading and ma

Fund, the fiest of 105 kind,
 derive their main source of

turing cather than mrerest
incame.

The NCE Saudi Royal Trade Fund provides & Murabuhia
investment wit® capital pratection and weekly Lamdiry.

This addirion Erings the toral of NCB's “Islami¢ Funds' 1o
twee and broadens the opions availible to customers secking
nvestments based strictly on Islamic i

stmen e prineiples

The NCI ated m Saudi
Rivals, P8 BNIGUE BPPOFTITIY TO INVesT in
a peol of high qualiny automobile

stallivent Froance | Fund, denon
feom invess

stallment sales contrnces.

The NCE Furape and the NCB Japen Fanity Fands hrong a good
halance o NCK's portfalio of regiona! and country equity funds

The NCP Arab Fquiey Fu
specifically posi

nd is the tirst of its kind. [+ is
ned to enzhle nvestors to take










advarcage ol the opportumitics in the Aral: stock marke:s,
The NCB Capital Prozected Fund 1 was introduced as a direct
response o 1 prowing market need for this type of product.

ressive tew fund introduction
me. NCB has also in place a toral'y new clienr
on sysivin, Corlux, This is amony the best
systemis available ta the induseey and will upgrade and
broaden the range of vestment services evailable to

NC

In eonjumction with its ag

' CUsTITICr S,

NCH believes it 15 exceptionally well pasitioned o continne
1 provide its customers wich the optimum investment
finzocial problems. The 1 Programme
stment in new products and technology

s contmuing tescimony o the value NCB places on s

th its investment customers,

Islamic Banking
Islamiz Backing contmuzd to be one of NCIVs fascest
prwing hainess segments.

A
significance of cosromer trends row
warket, NCB leads, the region in providing a comprebensive
wange o Wlamic Banking, mvestimznt and financial servi
thataph dedicated branches under specialised Islan:c Banking
management, In 1993, the number of branches delivering
Khimie products was incrzased from 27 ta 34, Average

se Branches also registered

i the first of the comesnic banks to recognise the

is this growing niche

N

cs

% during the year,

The Is'amic Ranking Division siceessfully introduced

a mumber of dedicared investment funds and Modarabs
mvestment portfolios (0 1995 As 2 resulr, costomers’
deposits and investment funds tnder the dircer manageient
of the Division had exceeded SR8 billion by the end of

the vear.

Anirnosative Global Trading Equities Fung developed
according o Lskam ¢ Banking principles has successful
establishod the me ket fards in this fidd. The Modaraba
mvestrens porctolios ottered by the Division provided Hexible,
personalised answers to toe needs of discerning mvestors with
aview of steict compliance to Islimic Banking orinciples,

In line wich the commitment of NCU to support all sectors
eontributing to the nations| cconamy, Islamic Banking
provides unigue tinancing produces 1o customers secking
alterratives to convennonal bass laans. Strengthened by
the Bank's i cations with irs
clients, and with s repuranion tor confidentialicy and

1o open

long-term erships, the Islamic Banking Division has
Been successful in finding innovative solutions to the
finoncing needs of 115 customers.

Musharaka, Mudaraba, Personal and Commercial
Murabaha, ljzra and [stisnaa sre the principal fineacing

it 1he Division ofters its custormers, By the end

. the total Isla mancing arcanged by the Division
appreached SR1 billion.

The Islamic Banking Divis:on was also active i intern nal
markets during the year, [t participated in an international
Islamic syndic w bmance the expors of a leading Saudi
company. NCB alsa enhanced its relations with other leading
Islamic banks in the region and worldwide, with the aim of

selectively extabilishing long term sirategic allances.

The *Harvard University Islamic Investment Study? a unique
research programme of which NCB was. the fo
sponsor, has reached the end of irs fiest phase.
are to be published in 1996 and the siudy is e
ad a major contribunion

ne ¢

ro undessra=ding

The activities of NCB Islamic Banking continue o be
monitored by an independent team of leading

Islamic Bensing scholars to assure compliance with Islamic
priveiples. T addition, the Division's vigorous stall tainmg
propramime is enbancing i-honse expertise in Isdamic

Banking and will ensure the appropriate service methads
ity for 1ts umque cient base,

Parallel 1o the workdwide development of Islamic Banking,
the Islamic Banking Division of NCB will [ucther extend
s activicies i 1996, both in Sandi Arabia and the Gulf
countrics and consolidare the strength of NCB in this

it marke:,

Private Banking Divisian
NCB Private Bankiog, created in 1993, miintamed stedy
progress and is now a noteworthy eontributor 1o net
income with a client base growing in line with expectations,
With the continued cevelo

ent of 18 disceeer banking and
investment products and seeviees, the Division is more and

mare becoming recognised as the leading Saudi hank
the K

goor’s g net worth' individuals,

During 1995, Private Banking |
iy card service under the pat
Selection. This Bas been well rec
first of its kind in the Kingdom.

hed o persanalised
e e of Private
od by elients and is the

Responding to the cver increasing popmlaricy of NCR Privare
Banking among wealthy Saudl women, the Division has
again mreased s tem ol temale relationshop mamagers,
Al of wham receive extensive teaining. They affer to this
discriminating and financially acrive group of cliens,
personabised *home visit” banking, discretionary
managertent and independent financial advice

wvestient

A
THE (ITONNL COPTMRON, BV

o v .
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Rerail Banking

Rerail Banking received a high Tevel ol pusitive customer
seaton tothe croduction of state-of-the-1et compurer
systems linking the whole of NCB's branch network. The
Division recozmised and respondid to vur cusion s newd (o
transact therr bisiness (0 an environment that is conveniess,
pleasant andl eft cient. During t=e vear, 39 branches were
remodzlled co otally new standasds that make over 80°
flour space avalable 1o our custemers. This pregram e will

contmue over the oo 18

Independent rescarch indicaies that NCB ws 0w consistently
e

the top bank in the Kingdom on key customer serv
performance measures. The Division continues 10 strive 1o
peovide the spead, accuracy, accessik
service that customers require and exoeet from the Kingdom's

Jeading reta | hank.

ity el convenience

To be able o delwer i
Reta!l Rank ing has undergone o majer transtoration of its
peaplz and how they are organised, taimed and deliver,
Following extemive mathe: research, the Division
deliberately further rowards a marker focused
arganisation, cnhancing the marketing functior thar supporrs
marker sector managers and service ©annel management.
The expertise acguired 1s alrcady showing evidence of

e penetration of NCW's Zustomer ¢ riven
performancs culture into all aspects of our work.

h standards of service

pected,

e

Part of NCB's long-temm strategy 15 to give 165 Customers ease
of aseess Tt nber of NCI
Autmaied Jv { under the
name ARN A1 Fanress — was inereased by 30%, 1o 20
machines, with aceess 1o a na | nerwork i
over L20D maciies, The Al-ARD Expiess servic
fully alobe! in 1995 and the card can now be used in 800,000
Incations worldwide. During the year. the number of NCB
dectronic point of sale terimnals (POS) wath reraers was

almost dombled £ 3,500 = piving NCE 4 26% market shase

Fecame

Anozker area of consumer bnancial services success was
the growth of NUILVISA and Masterland issnaner. which
irereased by 300 r 1994, Credit turnover from

these cards increased by a gracilving 283%, making NI
the leading cred = card neework in the Kinge

Throcghous the vear there were, once agam, substantal
achievements i reducmg, divsional costs. Manv benctits
cantinued to Aow from NCRs investment in leading edge
banking technology and 1726 as well 15 personnel
prosiuciivity improvenents and 1etamng, peoniced Retail
Benking to operate w tly less seaff while

markedly improving custamer seevice levels. Where passihle,
service cost ~eductions were shared with our customens by
providing them with added value services that placs NCB
ahead of it market comperitors,

Gorporate & Institutional Banking

A welcome milestone for the Barnk and this Division was
1e appomement of a Saudy nanonal as Head of Corporate
Banking fo= the fiest tive since the Corporate Banking
roup was started i

During 1995, a substantal effoare was parinfo enhancing
= cervice through @ more integrated approach,
involving crosy-selling products and services, coupled with
the implementation of the “tanl acationship managenent’
concepr. Thus NCB busingss relanenship managers were
appainted 1o act as client coordmators with respons biliey

custon

1o seryice t

anking requirsments of eorparars
BD managers are backed up by Trade
Frnance, Treasury, Invesument, Islae Banking and
Electome Banking specialists.

costomers. These

This enhanced, fo ised partnership berweens NCB and its
aate e mstaroconal customers has resulted moa more
r

new praducts

car

al

smesolving approach from whick seve
save already evolved,

proeacty

of dratis under Deterred Letters

of Credit tor Foth cstablished and new clients. This enables

the Bark w provide up-lont lundimg for contracors

where Supplic - Credie Agrecments have been reached

Coven the liquidity limitations cueranely affecring the

banking communivy in Saudi Aral

I tant option for corp unts wishin
see contraets i o hedge inserest rate and currency risks,

NCI e offers disconnrin

ch a service ofters

At ac [

Another example s a tlored oprions facibiny, orgmally
developed for NCRs costamer ¥ Ih Cable, which
nnovative structure of eredit faciliries allowing

the customer the vption 1o anage balance sheet zxposure
As business breomes more rreepeive ro various ypes of
s, this rype of innovarive approach
B is arercring new Jents From amony she Kugdow's

hyhrid trons
N

Lirgest cotporations.

As one of the most active players 1 the Kingdom®s corp:
bantking secior, NCB connmucd s tradition of support
the developrent of Sandi Arabia'’s infrastructure and its
public sector. NCB hos beer a major provider of fac
w e chients wndertabang peojects related 1o the
lelecommunications Fxpansion Peajeet (TFPA and is
actively supporting companies invelved in sanellite

< ications, Thee

e

s

1ons seCtor s, perhaps,

at present the maost wmportant public and privare prowsh
req, given the substantial Government support pledged
w0 this part of the Kingdomn™s infrastinciurc.

ol e
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Review
of Activities

" TALENT...
bank

Increasing branch efficiency by converting to fully-
automated on-lme systems has enabled the Bank to
substantially improve its service 10 all ity customery




B

wssist e optimun use of the Bank's lable resources,

such as equipment, systems and marpower; and enable the

Division to clear an accumulation of employee documents

wnd hasd copy files from its archives.

transportation of funds and post and the distobution of

irracting, out of these
y annual savings of more than SR10 nllion

as well as nproving kevels of service, A number of oth Retww o

barssin the Kingdam have subsequently fallowed NI lisiat i oty
peoductiviry and has led ro a greater awareness throughout lead in thisarea
NUB of the opportumities avalable Tor its custonens w 15
impeove their international relatianships and profitabiliey A new datahase of the Bank's property assets enables specific

quality and service control standards te ke ensured in the
Finance & Accounting design, marerials specificagon and construction or '
A signtficant impeavement was achieved in 2o modsmisation of duildings, especially brag
zeaounting and menagement information systems. For .
examzhe, 1t was only necessary w close the Bank™s branches C ications and Social R ibility
for cne cvening business session i order successfully Oine of NCIUs most fundamental business principles s that
tocomrlete (e year end 1995 closing procedure. This was we practice open communicirions and maintain a continual, ¢
awajor advancy on the disruption o customer service healthy dialogue across all units and levels. [n 1995 a major
experienced 1 previcus years, tntsatve was started that has locused on the improvement

of hoth internal and external commumications through
New aceounring standards and specifications policic wraining and the intreduction of new methodologics, systems
atrocied for the braneh network and expeme pays and technology, "

were contealised inro ane head office nnir

tor its customers, employees, corresponds

The Pivisson as embirking on a bankwide Unibied Single

Gereral Ledgge - peaject which wil! enhance the banks, business pzrtners, regulators and the media and

camputesisation of its accounting systems and facilitare . educare and entersain in the cause of improving

the amlysis of financi dara, mumal understanding, The guality and volume of NCB's
aternal commumzations, public relinons and advertsing

General Support Services activity has improved and more is expecsed 0 1996

Any organisavon ooeraring = today’s financial markers needs

diver the best o admmnsceanve The potential role that <o played for the good of socicty
and lepal b magen By aninstitution: of the size and influenee of The Natwonal
By efficiently centralising special st skills and facilit Commercial Bank in its domestic and regional communities
NCB General Support Serviees reledses the Bank™s business s not underestimated. During 1995, chie Bank was involved

< an array of lacal, national and intzrnational causes.
At home they included support foran defence
Ir 1955 NCB iplamented an sdvanced project covering way, the Kingdom's firse bank fraud sy mposium organised
ion, awards, incentives and managzment evaluation with SAMA. and educatonal, cultural ane medical chanoes,
mediare response o the Bosnia

advaneed support services th
and human rescnrces

UNies to concentrat

emne
ofindividoal performance. The Bank also made sound Internationally, in
progress i modifying salary structures o meer the future

veeds and expect s of staff. This was accomplished m e
antest of subsranrial levels of change throu * NCH, with

ol NCBs cinplovess dus s sdlary

ms of Bosnia-Herroagoving The S million

o the Mus

the aim of assisting the Bank o recognise, encourage and raised by this magnificent gesture of solidariey with suffering
e those employees who best contnbute w1 luture was added to the SR12 nillion donated by NCBYS parwners
spevess of the o temprise o the same canse.

Asubs il advertising can p alier the vnd of the Other donativns made by The National Commercial Bank
er=artracted some 1000 applicanions for curing the year amounted to SR36.8 nullon.

wademic
gaduate leve! entry into a carecr in NCB. Extensive

progrmmes were introduced w facilivae the
ncuction of the sclected 180 young Saudis. Ther
recrnitent and one year graduate traineeships are
g with NCB's commirment 1o the Kingdo:
contimnuing policy cncouraging Saudusation

i

s

[erermined o invest = relevant informarion rechnology
© arelive system s been incroduced which wall

aleleir

3
3
z
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Audirors’ Report

To the Partners of
The National Commercial Bank:

We have audited the balance sheet of The National Commercial Bank (2 gener:
31 December 1995 and the nges in parteers’ equiny
ed, including the relared nares 1o 21 whulv form part of these financial starements, These lmamul statements,

whn-h have heen derived from compurerised accounring records maintained in Arabic in the Kingdom of Saud: Arabia,
are the respansibility of the Bank’s management and have been prepared by them im accordance with the sequirenents
of the Banking Conrrol Regulations and subm:ed 1o us together watl all the mfornanon and expl
required. Our responsibility it to express an opion on these hin sments based on our audit.

ared starements of income, chs

anations waich we

ncial s

Our audit was conducted in accordance with generally aceepted andiring standards. Thase standards require rhar we plan
and perform the audit to abtzin reasonable assurance that the financial statements are free of material misstaement.

An andit inchides examining, on a test basis, evidence supporting the amounts and disclosures in the cial statements.
An audir also includes assessing the accounting principles used and sigmbicant estmates made by the Bank's management,
as well as evaluating the overall inancial statement presentation. We |y thant ¢ udic provides a reasonable degree
of assurance w enable us t express on the uetal statements,

©opii

In our opinion, the financial statements taken as a whole:

presenr fairly, in all marerial respects, the financial position af the Bank as of 31 Decembes 1995 and the results of us
aperations and its cash flows for the vear then ended 0 accordance with Accountmg Standards for Commercial Banks

issued by the Saudi Arabian Monee geney aod Intermatonal Accounting Standards, and

« comply with the requirements of the Banking Contral Regulations and the Bank's partnership deed in so far as they
affeer the preparation and presentation of the financial starements.
Abdutlah Abdulzihaman [ieshe Salal LI-A
el e N lLegistrat N
wi M & Co I Ayaury & €




Balance Sheet

for the vear ended

31st December 1995

(in thousands of Sandi Riyals)

e Ry

Assets Nurtes 1995 1994
Casti and balances with SAMA i 2,836,948 2,958,100
Dhie from banks 4 13,182,997 10,378,640
Trading securities 5 270,287 57591
Eoans and advances. net it 39,366,248 33,043,538
Insesrment soc l"l’il"t, ner lf.sﬂ-m I '~‘\<".Q”‘
Fised assecs, (et 3 1,642,551 1475736
Other real cstan 4 1,792408 1,850,507
Orher puers I 1,996,499 1,515,756
Totslasses 76,655,711 §9,467,835
Liabilities and partnens' equity

Linhilitics

Lustorers’ depasits 1 55920415 $2,793.249
Pae to banks 12 10,685,759 TA49.93
Other labilites it 2,781,201 2126807
Total liabilitics 69,387,375 $2,370,787
Partners' equity

Capinal 14 5,000,000 £,000, U0
Statulory recerv 15 1,272,120 1,097,028
Retained camings 216 -
Total pariners’ equity 7,272,336 7.097. 03
Total liahilitics and partners® equity 76,659711 69,467,835
Contra accounts 1o S9.470,392 7094747

The amachedd wotes ) 00 21 e f Linoe famam. s

Mohammed Bin Salim Bin Mahtonz
Charrman General Managen

i Commmiire

[
v

1he Nstional Crrmmreciat Hand - A Refuwt 1995



Statement of Income
for the year ended

31st December 1995

(in thasusands of Sandi Rryals)

Income from major aperatons Notes 1995 1994
Special commissions incame 3,867,366 2434861
Foreign exchange 83,534 77140
Gains losses) on rrading securities #9770 (263,772)
Incame from investment securities 1115836 868,161
Gains on ather real estate 17 18,972 231,385
Banking services 185,678 74,905
Orher 11,433 45,635
Total income from major operatons 5,387,589 3,568.317

Expenses of major operations

Special commissions cost 2,983,226 1452,123
Peowision far lnan losses 6 302816 93763
Salarics and other staff-relared cosry 778,695 811,299
Depreciarion of Hxed assers and other real estate S&o 117,103 §6,932
Other general and admmistrative expenses 498,380 428,579
Total expenses of major operations N 4680220 2 872,09
Net income from major aperations ) 707,369 695,62 |

Other income (expense)

Gains (Insses] on investment securitics s 107,209 209,233
Gains (losses) on disposal of fixed assers [2,705) 5,080
Income trom tadug secutitics - 49472
Other [expense) income {11,238) 79,197
Donarians and charitable contributions (57,845) [31,150)
Zakat {12,504) 10,000}

(7,081) 1116,634)
Net income 700,288 378,987
The wtiachond mites | 00 21 foene st of firese fuancial satomerts

o The Neriowal Copmmercaa! Banie - Anwal Report 1995
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Statement of Cash Flows
tor the year ended
31st December 1995

(in thousands of Saudi Riyals)

Cash flows from operating activities: 19958 1994
Net income - 700,288 S78.987
Adjustment of ner income to net cash How from operaung activities
Provision for loan [osses — net 302816 93,763
Luss on valuation of investment securitics 150,000 226,779
Depreciation of tived assets and other real estate 117,103 86,932
Lass (grin) an disposal of fixed assers 2,705 (3.080)
1,272,912 981,351
Net (increase) decrease in operating assets
Due from banks (2,804,357) 4,949 514
Trading securities 87,304 1,552,854
Loans and advances (6,625,526) (5,811487)
Other real estate 43479 23,534
Other assers 1480,743) (3,947)
Ner increase {decrease) in operaning liabilities:
Customers’ depasits 3,125,966 1,355,940
Due to banks 3,235,328 746141
Other habilines 564.035 71,245
Net cash Row generared from operating activitics 11,581,102) 3,865,505

Cash fllows from investing activities:
Net increase in mvestment securitics 2,173,194 14,246,207)
Purchase of fixed assets (282,321) (156,644)

Proceeds from disposal of fived assers 3,318 20,977

Net cash flow absorbed in investing activities 1,894,191 14,381,874
Cash flows from financing activitics:

Profits paid [434.241) =
Net eash flow absorbed in financing activites [434.241) -

Net decrease in eash and halances with SAMA {121,152) (516,364,
Cash and balances with SAMA at beginning of the year 2,958,100 3474469

Cash and balances with SAMA at end of the year 2,836,948 2,958,100

Supplementary information on nos-cash actvites:
Qperaring activities: transter from rrading securiries ro investment securitics - 10,048,963

Financing activities: profit for distribution 525,000 434,241

The attacbed mses 1 20 31 fovm part of thae Mol stalammnt,

The Nariowal Commercial Bank  Anvial Repors 15395
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Statement of Changes in Partners’ Equity
for the year ended
31st December 1995

(i thousands of Saudi Riyals)

Starutory Retained

Dexerprion Capital FESeT e CATRINES
1995

¢ at beganning of the vear $.000,000 LU, Ues =

Net income U0, 188

Transter 1o statutory reserve 15 - 175,072 175,072

rofit tar disreibuation $25.000

Balance at | of the vear 6,000,000 1,272,120

o
1994
Ralanee ar beginning of the vear 6,000,000 152,302
Net income S78.9%
Transier to statutary rescove I5 1447 4¢ 144,746
Pratir for distribution ~ - 1434241
Palan end af the yea 6,000,000 1.097.0d%

Auniial Ropor: 1995

Tiex Natiomt! Commercial Bak




Notes to the Financial Statements

for the year ended

_ 31st December 1995

ATl

1. General
The Navismnal Commereial Bank [the ‘Bank”) wis establinlicd
a general partoership by & Royal Decree in Ragab 1369 H
corresponding to May 19501 and was registered in the
commercial register under No, 1588 i Dlul Higm 1376 H

cortespanding o Juls 19570 Due to the death of the parmers

and wilis of shares herwern cheie heles and due to other
amendments, the partnership deed of the Navous! Comneraal
Bank needs 1 be
the amendment of rhe partnership dees
the provisions of the Regulations for Companies are soifl
11 Progress

nended, The legal formalities pelating to

i aecandance with

The objestives of the Bank are to provide ull types of bankug
services. The Bank operates throdgh 250 branches |1994: 241
branches) in the Kingdom of Saudi Arebia and two branches
werTsian

2. y of significant ing policies
[a) Regulatory
The Bunk 5 subject to the Companies Regolations and the
Ranking, Control Regulations 1 the Kingdom of Sandi Arabia,
The financial statemants are prepared in pecordance with
Accouniing Standards for Commmercial Banks issued by the

Sandi Arabian Monetary Ageocy (SAMA), Internationn|
Srandards and the requirements of the General
Presentation and Disclosure Stdand issusd by the Miunstry
of Cammerce.

(b) Accoumting convention
Ihe fiancial statements are peepaced under the historical cost
convention.

(€} Sexunues portlolios

The Bank maintains two scparare and distner securitics
portfolios, namely ‘investment securities” and “tradimg
securities’. The Jesignation s made by the Bank's management
hetween the two portfoling ar the nime of purchase and no
tronsters are made between them after such date umless the
manggement has poiibications (00 such tunsfers.

111 Trading securities
Securinies purchased for trading pusposes are carted at market
vitlue, The realized and unrealized gains or losses are incloded
in income from major operations, Income from these securities
15 tlasatied as other mvon

(1) Investment securitics
Securities acquired by
are stated i the bala

the Bank for the purpose ol investment

shicet at cost adjusted for amaornizar

of prermnms and aceection of discounts, net of provision far

permanent dec 1 valug,

Amortization and aceret
Iine method ver the remating matority period. The amartized
premium and disconnt and the income earned by the Bank on
these securivies are weluded under meame trom nuor
OPELalons

are compuated i the stight-

T case of 4 peomanent dinnution in the value of any individual
secrity, 4 provision is made for the amount of diminuion,
Such provision as well os gins and losses ansmg on disposal of
mvestaenl secunities, sre classitied as other ncome/expense

(d) Provision for loan losses

Provision s sesde st spechic joans and advances following
4 study of the portiolio that takes into aceount the
recaverahility of those debes and the geners| cconomic
condirions, Such provision s changed (o expemses of oo

Ope ratans.

Loans and sdvances are written off only in circumstances
where all passible means of receiving have been exhansted and
after takiog into account the expested reooveries.

Provision fos lonn losses s dedpcted rom foans amd advances m
the bulasve sheet.

(¢ Fixed assets
Fixed o
accumunlated depre
The eont of other

et are stuted i the lalance shicet at cost net of

n. Frechold land is not depreciared.
ixed assers is depreclared wsing the seraighe
lime method over therr expected wetol lives, based on the

following annual percrntage rates:

Buddings

Furniture, caes and equipment 0% 10 25%

The cosr of buildings set up on leasehold land sre deprecioted
aver the lease penod.

(f) Other real estate

The Bank acquires certain real estate against sertlerient of
overdue [oaus and sdvances, Such rzal estite 1 reconded at
the lawer of ner value of oussranding loans and advances and
the fair current valuo of the acquired real estate ar the
sertdemens duse

The loss i value armiog oo periodical valuatons of othee real
¥

esti

te and gains or losses on disposal are included o income
from major operatians.

ded under other real esvare &
ht-hine method at an wonual cice

The cosr of huildings inc
depreciated using the str;
of 2.8¢

Uther real estate o stated m the balance sheet net of

sccumulared depee
book walve,

ation and peavision for decling in

The Natwnal Comerenca! lask  Aumal Repoct 1995
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Notes to the Financial Statements (contimeed)

for the year ended

31st December 1995

B The Nuticmal Conmercial davk ~ Aramal Report 1995

(&) Contra accounts

Contingencies and commitmients incurred in the Bank's
ordinary course of business are recorded w5 contra accounts and
disclosed as off balance sheet items

Ihese wems include undertakings to grane lecters of credit,
letters of guarantee, commitments to purchese nd sell foreign
currencies, intergst rate and forcign currency related swaps and
ather tuscellaneous contingent labditics.

Commutients for | hase and sale of forewgn correncics,

nte

t rate and farcign cuerency refated swaps are reconded
ar gross values.

(h) Income recognition

Income and expenses are recagnised on an accrual basis,

However, income on loins and sdvances classified as non
performing i recagnised on 1 cash basis annl the |

advance 14 reclassified as performing whereupon the
recogiition ul icome teverts (o an decrual basis,

n or

Incame trom Islamic products is geoerally recogaised o an
accrual basis except for income from Musharakah rransactions

which is recognised an a cash basis.

Accumulated special commissions in suspense are deducted
from loans and advinces in the balance sheet,

(1) Foreign currencies

Transactions in foreign currencies are ramsluted w Saodi Riyals
at the exchange rates previailing on the dates of the transactions.
Assers and Biahilities denominated in foreign currencies at the
balance sheer dave are rronslared o Saud) Rivals av the rates

ol exclhange prevadling at chae dace

Realized und unreulized gams and bosses on exchange are
credited ar charged 1o income from major aperarions,

(1) Binancial instruments

The Bank enters into forward rmnsactions, swaps and
opticas Lo hiedge the isks accompanying the management
of its assets and liahilisies, or for trade purposes, and also
on behalf of clients.

Forward foreign exchange conrruces are recorded in Saudi
Riyals at the spot rates prevaifing at the deal date. Presuons
and discounts relating ro the forward forcign exchange
contracts are amortized or accredited on a straight-line basis
over the period ol the contact. Conteats votstanding at the

balance sheet date are valued ar the spor exchange race
prevailing at thar dave. Realized and unrealized gams and

losses on exchange are credited or Charged e [rown

K

A JOL Ope Catons

Other transactions concluded to hedge asset and lability risks
are treated in the same manner as thar adopeed in respect of the
item hedged. Transactions concluded for trade purposes are
valued at market vilue. Realised and unrealized gains or losses

are inclided in income from majoe operationa.

(k)
Benefirs payahle 16 the
for
Labor Law 4

ployees” end of service benehits

employees of the Bank ars provided
dance with the guidelines set by the Saudi Arabian
d the balance s meluded m other labilives

IC

() Zakar

Zakat 1y conputed i accordunce with the Regulatons see by
the Department of Zakat and Income Tax hased on the
financial statements ar the year end and classified as other
expenss 10 the income statemeiit.
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Notes to the Financial Statements rcontuied)
for the year ended
_31st December 1995
{in thousands of Saudi Riyals)
3. Cash and balances with SAMA
1995 1994
a) Cashon land 865,327 829,511
b) Balunces with SAMA
Statutory deposit 1,216,937 1,933,386
Current accounts 54484 195,203
2,836,948 2,958,100
T atcondance with Arti fe (7] o tise Tunkitg Cuatyol Regulations, the Tk i sequined (00 srisinbem 4 staniioey deposit with SAMA L scipulsed pesconiiges of s
call, time, savings and orher deposit caloulaed a1 the el of rach Geegorian month
4, Due from banks
a) Domestic 1995 1994
Call sccounts 147,667 1421
Fime deposiis 1,171,770 1L,D38,158
1,319437 1,131,579
b) Foreign branches of domestic banks
Iy deposits 391,403
v Intermatonal
Call accounts 1,378,824
Time deposits 9,893,333
11,222,157
13,182,997
5. Trading securities
a) Domestic 1995 1994
Quoted shares 16,580 =
Units in imvestment funds managed by the Bank 42,547 94450
59127 94450
b) International
Externally managed porddalios (shares, bonds and othess) 211,160 26141
270,287 357,591
The cost of zcquisition of tradusg secuntics as at 31 December 1995 amounted 1o SK263 mallion {1994 SR 494 million

Asmag! Bepuans 1995

awwrmercial Rk




Notes to the Financial Statements continmed)
for the year ended

31st December 1995

(m thousands of Saudi Rayals)

o
-

6. Loans and advances, net

a) Damestic 1995 1994
Frovate sectur
Real estne 2,795,034
Agriculmre 195,209
Manufacturing 1,512,869
Trading 10479,384
Services 3,181,413 1,5349,0
Other 5,658,572 5,504,284
Gavernment, governnent agencies, quast overmmend
and other public institmtions 18,924,819 14,740,092
Banks 2= 82673
42,745,300 35,090,764
b) Intermanional
Private sector
Orher 778,634 1,490,286
Clavermment, goverintent SgeHcies, quatsi goternment
ek arher puiilic institutions 369,353 638,995
Ranks 410,342 339,913
1,558,329 2.489,196
44,306,624 37,579,942
Provision for loan losses and accumulated commissions m suspense 14,940,351) (4.536A424)
39,566,248 33,043,538
Tounl non-performing kams and advances on which no income wan recognised amounsed to SRZATT inilliorn (1995 SRS mil o | i adfitin s s 1 alun

e

#ot, the Bank has collateral os other secunncs

zaumt these loa:

In 1994 comuninaiom Froe certiin Toans s achsmos s g, o SHIAS mllon (1994 SR226 milllont hare boen saspded

The movement in the provision for loan losses and

Balance ar beginning of the year

Amanrrs written off ettlement for

— real estate which ¢

evalved 1o the Bank

is as follows:

1995 1994
4,536,424 4,795,662

(10,070) 194,151)

- ather (235,148) (486,154)
3 Provided during the year:
E = provison for loan lusses, net of recoveries 302,816
5 = specral commessions suspended 346,359
~§ Ralance at end of the year 4,940,381
= .
o The net amount of the peowision for loan losses changed to
é operating expe is made up as follows
£ Provided ditring the year — peovision for 1oan losses 302,816 130,000
E Recaverics - §6,237)
-§ Net amount charged 10 income from major aperations 302,816 43,76
g
£
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Notes to the Financial Statements (continued)
for the year ended
_31st December 1995
(in thousands of Sauds Riyals)
7 Investment socurlties, net
a1 Domestic 1995 1994
Shares —net of provision SK 180 millian (1994: SRNI) 784,378 934454

Fixed rate bonds 6,549,767
x casury bills 1,994,818
9,328,963

b) International

Shates different currencies = ner of provisios SRS million (1994 SRA2 willion) 82,830
Fixed cate treasury bands (US Dollae) 4,580,192
Oher Nin ate government bonds (different currencics 423707
Fixed rate cominercial bonds [different currencics 1,149,081

6,235,810 % 045,706
15,564,773 17,887,967

thes A artie balance shepr date amomiced 10 SRS 753 il o (1994 SR1T01T anillion)

he ek et/fair valus of inve

8. Fixed assets, net
mture, Cars

Land Busibdirgs and equiginent Total
Cost
Builance ar beginning of the vear 26 1 483,305
Additions 15437 80,5%0 166,294
Dhsposaly - (HLan)
Balance at end of the yea 304,189 1.455.302 637998 2400459
Accumulated depreciation
Babance at beginmg of the year - 52 292,481 54,033
Avditems 55,008 T4ABD 109,483
Disposals - - (5,578) (5,578}
Rakace at end of the vear - 355,375 61503 737,938
Net book values i
3 Decomber 1995 M1 8¢ 1LOg1,927 276,435 1,642,551

3 December 1994 68,752 LA, 360 190,624 1.4

9. Other roal estate
1995
Balance ar beginning of the year, net 1,850,507
Additions 18,399
Disposals (61,878)
Depreciaton an buildings for the year (7.620)

Ralanee a1 end of the vear, ner 1,799, 408 W850,50

10, Other assets
1995 1294

Customers' Habilitics on occeptances 655,166 493,025
Accrued commission receivable 917,612 454,100
Cither 413.7‘} 33 3
1.996,499 1,3

et 1999
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Notes to the Financial Statements (cominicd)
for the year ended
31st December 19935

(ur: thowsands of Saids Riyals)

11, Customers' deposits

Al Domestic 1995 1994
Call sccounts 22,678,879 12,4626
Notlce accounts 578,874 1,922 92,

738,446 823,220
sty 11,620,133 2,942,328
Oither 2,454,362 !

38,070,694

b} Intermanonal

47.924 V6,699
13,227 23,624
17,614,340
Other 2,112
17,677,603
<) Accrued commissions 172,118 183,016
5§5920415 §2,794 449
Cimtoeners” deposits nciud ng e currency depotits dmolmted to SR ITELS prilhery (990 SK L7008 milhe

Cuntomoers” depasite e luche am ameonn s of SEEIY million (1996 SR ST milllon) agalne sifes of thead 1 ate bootds uader repurchione sgtecmionts

12.Due ro banks

a) Domestie 1895

Call accounts 208,221

NOtice accounts 278 3

Lime deposins 4,851,750 3,522.()

5,060,249 4166411

b Foragn branches of domestic banks

Time deposits 1,096,250 $5,000
<) Internarional

Call acconnts 916,623 1,772,620

Time deposits 3,612,637 1,355,900

4,529,260 3,128,520
10,685,759 219,931

13. Othor liabilities 19495
Acceptances ourstanding 655,166
Profit for distribution 325,000
ther 1,601,035 1,199,141
2,781,201 2,12640
14, Capital

During 1992 the Bank's canital was increased ro SR5,000 million, The legal formalitics selating ra the amendmens of th

partnership deed in accordance with the provisions of the Repulations for Companies in resy

ot of the increase in capital have not
been complered
15. Statutory reserve
In sccordance wich the Banking Coutiol Regulations, a i of 25% of the anaugl net mcome s reguired to be trans fermnd
1o i stucutory ceseove until s reserve cquals the pasd up cipital of the Bank. This resvrve i not available tor distribution

s The Natiowal Commmerchal Bavk  Ammal Repore 1995
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Notes to the Financial Statements (comtmsed)
tor the year ended

31sr December 1995 =

(in thousands of Suudi Rayals)

18, Contra accounts

Contingent liabilities 199¢€ 1994
Letters of credie 4,983,547 S.6431.028
Lerers of guarantee 6,289,372 5,942,615

11,272,919 JSRS.64
Forwaed and furire conreaces:
Fooreand can 10 prirchase friecipn cnrrencies 40,207,736 [7.813,794
Forward contracts to sell foreign currencics 39,928,090 25,680,159
Interest rate swaps 7,756,521 361,250
Oither 305,126 634,501
88.197473 24,509,104
99,470,392 §7.094,747

» mamdesment doer oot anticpate a1 a resale of thes coutingencion and commitment

The 1ex open foccign cuerency ponnon, meamnly m 18 Dallar, amouares 10 SHET6E nillion (1994 SR 250 mallion)

17. Gains on other real estate 1995
Gain on sale of other res| eatare 1,666
e Fres 17,306

18,972

18. Gains (lcsses) on investment securities 1995
Gain on dispusal of investments 257,209
Loss on valuaticn of investments 1150,000)

107,209

19. Transactions with related parties
During its ordinary course of busmess, the Bank cramsicrs business with the prrtners, some members of the General Mamagement

Commier andd partes related w them. The balances on these tramsactions us ar 31 December 1995 in the bakince sheer amounted o

1995 1994

oanv-and Advancis 211,530 (983
Custamers’ deposits 252,323 S A30
Indirect credir facilines 33,197 J1.560

20. Investment services
The Bank provides cerraln investmear management services 1o its castomers. These <ervives include the management of o variery
of Investmenr funds in association with prafessional invesrment managers. The assers of these funds do not farm part of the Bank’s
ank

assets and, accondingly, are nor included in the financlal starements of the

21 Assets and hability maturities
The asset and liabilicy matarities comprise the following: 1995 1994
Assets Liabilities Assurs Liabilities
an one month 38,702,081 54,126,608 27,772,923 50,334,382

Les

One month 1o e ) 12,710,881 11,988,600 13,730,409 984,432
One to five years 14,957,356 485,968 9.4 40,566
Ouver Bve vears 4,840,935 3,000 13,704,650 S.000

71,221,253 £6,606,174 61,625,836 70,244,380

Thw ubove sefloces e cotmrasmal mucitios ol the sers sl Balstiioy, aml sccandigly does not e the anticipa e scnrizies bosed on the Bk
f araianng deposie aml

wre adeguaee lgasdioe w osatrraned
The ubscre suet ums) Rabiliey smonrits iy nenincmde fed s, other res | evom uns ot ssees s laladico,, s 00 dhe speclal mamn of dhoe scamis

« bquuddity, The warsiey prosile w mommomnd by morssgenwns o5 ks Hase o
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¢ SAUDI Economy

Introduction

The ccanomic adjustment process that
started in 1994 continued last year and

is likely to be intensibed in the coming lew
years. The macro-economic objectives

of the Sixth Developmenr Plan, 19962000,
include boosting non-oil merchandise
exports, raising domestic non-oil revenues,
reducing external imbalances and gradually
elummating the budget deficit, with the aim
of achieving a balanced budget by the end
of the plan period.

Due to higher o1l revenucs, pubhc spending
cuts and buoyant non-oil exports, the
overall financial position of the country
has improved last year. In May 1995, the
Kingdom paid back the last instalmenr on
its only sovereign international loan to date
Foreign reserves rose by $2 bilhon, from
$7.4 hillion in 1994 to $9.4 billion in 1995,
providing a respectable five months import
cover. A noticeable improvement in the
Kingdam’s external halances was also
recorded, with the current account deficit
droppmg to an estumated $5 billion in 1995
from $9 hillion the year hefore, Sandi Riyal
interest rates edged lower with 3-months
deposit rates averaging 5.86% in December
lase year down from an averape of 6.94%

in January. Severa! commercial banks have
teported good results for 1995 and the
stock marker index cnded the year up 7%.

I'he lugher than expected oil revenues last
year alleviared the need to adopt stricter
austerity measures and facilirared the
partial settlement of some domestic atrears
o contractors, suppliers and farmers.

In March 1995, the government [ssued
SRS.5 billion worth of bonds t 120
contractors, about 50% of which was
discounted for cash with banks. In September,
the government paid SR2.7 billion it owed
to tarmers. This helped et liquidity mto
the system, with money supply (M2)
growing by 4.5% in the lirst three quarters
of the year compared to the same period the

year belore, Speculation sgainst the
depeeciation of the Saudi Riyal subsided
complerely last year. The aversge
ditferential berween domestic and dollar
interest rates narcowed to the 10-20 basis
paints level, indicating the return of
confidence to the Riyal exchange marker,

Overall Performance and Trends
According to the Ministry of Finance and
National Economy, nominal GDP growth
in 1995 came ar sround 4.3%, up fom
1.4% in 1994, —3.9% in 1993 ond 2.7%
i 1992 [table 1), However, real GDP
growth is helieved 1o have been flar in the
last two years, After dropping by 04% in
1992, the cost of living index rose by 0.8%
in 1993 and was up by only 0.6% in 1994,
The index rose by nearly 5% in 1995,
reflecting higher prices of utilities,
transportation (associated with higher
gasoline prices and increase in domestic
arfares) and higher telephone charges

and visa and work fres

Last year's surge ol prices reflecred
positively an ail sector GNP, where nominal
growth is esrimared ar 8.5%. Growth in
non-oil activities slowed 1o around 2%,
with public sector GDP estimated to have
grown by around 1.8%. The decline in
wgovernment expetditure kst year has been
parrially made up for by the angoing
expansionary acriviries of the autonomous
goverment mstitutions, These imstunons
have beers financing new projects by raising
the required capiral withour recourse to
the govermument’s budget.

Private secror activities are estimated 1o
haye slowed down in 1995 1o a pominal
growth rate of 2%, down from 4% m
1994, The private sector is fecling the hear
of government retrenchment and domestic
demand has been resteained by lugher
impart prices and the rise in prices of
urilities, gasoline and cerrain other public
sector services, Lhe delayed payiments to

Fiscal Adjustment

contractors and suppliers have strained
the financizl posinon of several private
sector companics farcing them ta trim
activities,

Certain private sector activities are likely
o remain subdued in 1996, while others
wall continue to enjoy positive growth
prospecrs. The Kingdom's high indigenous
population growth of 3.5% annually wil!
help mamtam the cuseent tempo of growth
of domestie demand far such goods and
services thar depend more on demographic
rather than on cyelical econowmic trends
le.g food and beverage, clathing, lipght
consumer goods, furniture, health care,
education, commuuication, ete.), Muiing,
utilities, and telecommunications are
projecred ro show positive growth rares
due to the several expansiviary projects
currenely being implemented in these
secrars, Construction acrivities relared to
plant expunsion will therefore benelit from
these projects, The Kingdom continues ta
be a growing market for franchising
vesitures, privite sector education, taming
and health care, information technology,
leisure and entertainment relared acrivities.
Export arignted industries such as
petrochemicals and plastics among others
will continue to do well this year and so
will banking and insurance, even though
growth in these sectors may not match that
of 1994-1995.

Those sectors which are (nfluenced more
by cyclical cconamic variables such as
commerce and trade and those that are
dependent to a large extent on public
seetar orders sueh as infrastructure related
construction activities, heavy equipment
and supplies, operations and mamtenance,
shipping, rracking and agriculeure,

will feel the brunt of lower government
expendicures and overall ecunone
slowdown this year The retrenchment in
activities and the ongoing fraeze on public
sectar wages are likely to restram




$Saudi Arabia: Indicators and Economic Trends

GDP in Current Prices (SR billion]
Composition of GDP (%)
Oil Sector
Non-Oil Secror
Private Sector

Governnient Sector

Consumer Price inﬂa;h;n 1%
Rex! Grawth n GDP (%)
Nominal Growth in GDP (%)
Nominal Growth in

Ol Sector GDP (%)
Non-0il Sector G

Pravate Sector

1%)

Govermmnent Sector

Source: Central Dy
IMIF, Recent Feonnmic Developments, September 1995,

wpnsuiiers” purchasing powes, depressing
demand for such irems as consumer
durables, vehicles and electronics.

Manufacturing and Mining

The manufacturing sector which accounts
for around $.8% of GDP 1s estimated to
have grown by 7.9% in 1995, The growth
wis due to the sharp rive in the value of
petrochemicals produced and exparted and
the increase in other private manufacraring
activities, especially food and beverage
industrics 2nd |ight consumer products.
Domestic production of cemant i estimated
w have increased by 1.8% last year to

17 million tons and is forecast o reach

13 million rons in 1996,

Private investment in the industrial sectar
pleked up sharply in the past few years,
The number of industrial Licenses issued
rose from 342 in 1992 m 652 in 1994, In
the first half of 1995 the number of licenses
issued exceeded the total of those issued
during all of 1994. The number of new
industrial plants acrually establivhed rose
from 72 0 1493 10 more than 90 in 1995
Exports of nan-pesrochemical products
which rose by 5% in 1994 are estimated
o have mceeased by 12% in 1295

Substantial depusits of mmerals are known
o exist in the Kingdom. These include
copper, phosphares, gald, iron ore, silver,
uranium, bauxite, coal, tungsten, and zme,

ment ol Scatistics, Stustical year ook 194

1390 1951 1992
385 442 4514
38 35.5
62
361 3
259 274
21 47
53 29
266 145 44
62.6 132 113
11.2 129 .6
89 6.8 53
1840 21.6 81

Gold prodoction from the Mahd al-Dahah
mine has averaged 2.5 tons per year. New
imitiatives fur the mung of iron ore, coppes,
and phosphates, involving investment of
$2.8 billion and substantial participation

by the private sector, have been undertaken
In the periad to the year 2000, non-oil
mineral activities are rargesed o grow at
more than 9% annually, which is higher
than any orher sector of the econamy.

Construction

The construction sector which accounts
for 9,3% of GDP i estimated 1o luve
grown by around 2% in 1995, The
planned increase in ner lending by SIDF,
the major capacity expansion projects
underway m the utilities, ol and
petrochemical secrors and the expanded
private investment plams i hospitals,
schools, hotels, and entertainment centres
pains ta another slight nominal growth
in 1996 as well. The Saudi construction
market (8 becoming mare of a credit-
rather than a cash rich marker.
Outstanding commercial baok credic
extended to the construction sector has
been on the rise in the past fow years
reaching a peak of SR14.9 billion in
mid-1995, compared to SR14.1 billion
in 1294 and SR10.9 billion in 1990,

During 1995, the agriculrural sector
contimued the process of adjustment o

; , 0.7 ¥ 0.0

* Eatimates excepe for nommal GDP growth of 4.3% and infletion of

19493 19494
444 Asuy
364 asa 6
63.6 64.9 632
375 ELE
261 265
08 0.6
38 13 43
-151 =22
38 35 2.
<1 4.0
37 3

changing grain policies, with the rotal
crop area and productivn declining
modestly. GDP generared in the
agriculraral sector, which accounts for
£.6% of total GDP, is estimated (o bave
been marginally lower last year and rhe
outlook far 1996 is unlikely 1o bz much
different, The ongoing retrenchment
in this sectar has followed growrh rates
of around 3% during 1991-1994, The
camposition of output bas also shifted
as wheat production declined from
4.1 million tons in 1991 10 an estmated
2 uullion tons i 1995, and the production
of barley increased from 0.4 million rons
 an estimaced 3 million tons over the
same period. The procurement price for
wheat was lowered from SR2 per kilogram
in 1994 1o SRL.5 per kilogram in 1995,
but the procurement price for barley was
lefe unchanged ar the internarionally
compennve price of SR1 per kilogram,
While the production of other crops
ined hroadly unch d, prod
of red meat, eggs. poultry, and nulk,
increzsed significantly aver the past
four years.

ion

Urilities

After growing ar an average annual rare

ol 3.7% w1 1294, GDP generated in the
utilities sectar is estimated ro have grown
by 2.5% in 1995, The provision of urilities
in the past at igmibicantly subsidised rares,
as well as the rapid growth of populasion,
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The Saudi Economy tcominmued:

has led to a sharp increase in demanc.

In urder to ensure a more efficient use of
available capacity and restrain growth in
demand, the government increased fees and
charges for utilities Last year and started

to implement a oumber of projects for
expanding power generation capacity by
about 5000 MW.

The ongoing expansion projecss are being
financed without drawing on the
government, largely through harrowing
from the commercial banks (e.g. the
Ghazlan Powes Station of the Easter
province) or from the revenues generated
from rhe increased elecericity tariffs,
Around SR2.7 byllion (S720 million) of
additional revenues are estimated ro acere
annually. These will go to a special fund
that will be drawn upon (o finance power
projects. The government has also launched
a major expansion of warer desalination
capacity designed to add 260 wullion gallons
per day to its existing level af 40 million
gallons per day. In addirion, a $4.8 billlon
telephone expansion project lias been
inaced in collaboration with the 11§
eompany AT&T, to be financed from the

project’s future revenue strea.

The Finance Sactor

Mos: bank results for 1525 showed highee
assets and increased profits from the year
kefore. Toral commercial bank credit
reached SR141.3 billion i the fiest ball
last year, up 2.58% on the same level a year
ago. Masufacruring, mining, building and
construction, finance, commerce and the
government secrors recorded an increase
in commercial bank eredir, while Inans
and facilities extended to the other
sectors were lower, By mud-1995, the
povernment was the sccond largest debror
of commercial banks accounting tor 19.6%
ol wotal vucstunding commercial bank
credit, followed respective
{18.3%), construction (10,
manufacturing (9.4%).

Total assets of commercial banks ended
the third quarter of 1995 ar SR323.9 hillion,
up 6.2% on their corresponding leve!l the
year before, Claime on the private sector
ended the third quarter of 1995 ar
SR112.2 hillian, up 8.3% on their
vorresponding Jevel the year before,
while claims an the aublic sector and
other assers reached SR9.5 billion,

up from SR90.5 billion on a year ago
level. While demand for commercial hank
credit is forecast ta rise further this year,
banks are likely to become more carelul
m extending new loans and more prudent
in their analysis and control of risk, Rapid
growth in loans recorded in the lass three
years. especially to contractars and
sccond ticr earporates, and the aggressive
marketing o caprure a larger market
share are likely to lead to higher wrire-
offs this year.

The Saudi Stock Market

While the Saudi stock marker index rosz

by 7.7% in 1995, the total number and
value of shares traded declined by 239

and 7% respectively eompared to the previous
year. The wrmaround in the official index
wits prunanly doe rise in stock prices
of hanks and indusrrial sectar companies,
these were up 7.2% and 31.4% respectively
Last year. 1he indices of all other sectors
wrere down an the year with the index

of the services companies drupping

by 19.8%, followed by electriciry

(dawn 10.7%), agriculture [down 10.4%)
and cement (down 3.4%).

Only one new campany in the services
sector, Thimmar, enrered the primary
market last vear, bungiog the wral number
of companies whase shares are traded on
the Saudi stock marker ro 69, No new shares
were issued by existing companies during
the year. Total market capitalisation rose
by 5.7% from SR145.1 billion art the end

of the 1894 (o SR153.4 billion a year

later

VST

A gentle uptrend in share prices is forecasr
far 1996 supparted by lower Saudi Riyal
mterest rates, Many companies are
considered undervalued at current prices,
given their low price earning ratics and
price to book value, The outlook remains
bullish on industral companies, especially
export oriented ones (e.g. SABIC

and SAFCO) and vn selective banking

and service sector comparies,



‘Main offices

of The National Commercial Bank

GENERAL MANAGEMENT

Saudt Arabia

PO, Bow 3555 Jeddah 21481

Tel: (9662) 641 5644

Tle: 6371 NCBH &)
BUSS 71 NCBES)
BUST73 NUBK 5|
60108 NCBH 5|

Telefas: (9662) 644 A64d

OVERSEAS BRANCHES

Lebanon

Sandy National Commercial Bank
Needun Plaza, Comche Al-Mazra'a
PO, Box 11:2355

Tel: (9611) 860 B63/5965 039

Tlx: SAUDIR 43519 LE

Telefax: (9611) 867 728

Bahram

Saudi National Commercial Bank
2nd Floor Diplomar Tower

Blda Na. 315 Road. 1705

Block 317, 1LO. Box 10563
Diplomanic Area, Munama = Baheam
Tel: (9731331 1182

Telefax: (973) 530 657

SNCB SECURITIES

SNCB Sceurities (London) Ltd.

23 Chesham Streer, London SWIX SNQ
Tel: (44171) 896 D560

Thx: 2649756 NCBLB

Teletax: (44171) 896 0361

SNUB Scaunines Inc (New York |
33 East 67th Sirevt

New York N.Y. New York 10021
Tel: 1202) 308 2550

Teletax: 12020 805 25534
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OVERSEAS OFFICES = REPRESENTATIVE OFFICES

United Kingdom

The Nanonal Commercial Bank
3r¢ Floor, 73 Comlnll

London ECIV 3QQ

Tel: (44171) 285 4233

Telefax (44171)920 4373

Germany

The Nationa! Commicrcial Bank

Wilhelm = Lenschner-Serasse 46
0-60329, Frank furt Am Maw |

Tel: (4969) 250 181

Tix: 4163507 NCBE D

Telefax: (4969) 237 137

Korea

The MNarion
Seoul Represcntative Office
Uit 1504, Jangkvo Building
No. 1. Jangkyo-dong, &

| Commercial Bank

Seoul 100 )
Koren
(822! 77

8 5011
Teletax: (§22] 778 93U

Singapore

The National Commercial Bank
6 Bartery Road No. 14011
Sigapore 0104

Tel: (851222 8496

lx: RS 271%6 NCBSIN
Teletax: (55) 222 3396

Japan

The National Commercial Bank
The Imperial Tower 108 §
1-1-1 Uchisaswaicha, [-Chome
Ak, lokyo 100

Tel: (813) 3502 12289

: J2o670 NCBTR

ax: (813) 3802 4998
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