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Kajian ini bertujuan untuk meneliti prestasi kewangan bank perdagangan di Arab  Saudi 

dalam tempoh 2000-2013. Sampel kajian yang digunakan adalah 21 buah bank 

perdagangan yang terdiri daripada 10 bank milikan  asing yang beroperasi dalam  negara  

dan 11 buah bank tempatan Arab Saudi untuk tempoh 14 tahun. Walaupun terdapat 

kajian terhadap bank perdagangan dalam negara tersebut, setakat ini belum ada  penilaian  

komprehensif yang turut memasukkan bank-bank asing sebagai sampel kajian. Penyelidik  

mahu  mengisi jurang ini dalam literatur. Data panel model Linear Regresi Berganda dan 

model Kuasa Dua Terkecil Biasa  telah digunakan dalam kajian ini untuk menganggar 

nisbah kesan  pemacu  seperti kecukupan modal (CAR), kualiti aset (AQ), kecekapan 

operasi (OE), saiz bank(SAIZ), pinjaman bersih kepada jumlah deposit (LIQR-1), aset 

cair kepada jumlah aset (LIQR-2) pada  parameter kewangan seperti Pulangan ke atas 

Ekuiti (ROE), Pulangan atas Aset (ROA), Margin Faedah Bersih (NIM) dan Q Tobin.  

Kajian ini mendapati bahawa di peringkat pengumpulan, CAR, OE, SAIZ, LIQR-1dan 

LIQR-2 mempunyai hubungan yang positif dan signifikan dengan ROA tetapi AQ 

mempunyai hubungan yang negatif dan signifikan dengan ROA. Begitu juga, CAR, SAIZ 

dan LIQR-2 mempunyai hubungan yang signifikan positif dengan ROE, manakala LIQR-

1 mempunyai hubungan yang positif tetapi tidak signifikan dengan ROE. AQ mempunyai 

hubungan yang negatif dan signifikan dan OE mempunyai hubungan negatif tetapi tidak 

signifikan dengan ROE. Semua pemboleh ubah penentu kecuali CAR dan OE bank 

mempunyai hubungan yang signifikan positif dengan NIM. CAR mempunyai hubungan 

yang positif tetapi tidak signifikan dengan NIM dan OE mempunyai hubungan negatif 

yang signifikan dengan NIM. Q Tobin  mempunyai hubungan yang signifikan positif 

dengan LIQR-2. CAR, OE, dan LIQR-1 mempunyai hubungan yang  negatif  dan tidak 

signifikan dengan Q Tobin. Juga didapati bahawa AQ dan SAIZ mempunyai hubungan 

negatif yang signifikan dengan QTobin. Dalam bank-bank tempatan pula, semua 

pemboleh ubah bebas mempunyai kesan yang tidak signifikan  pada semua pemboleh 

ubah bersandar, kecuali CAR yang mempunyai hubungan yang positif  dan signifikan 

dengan ROA.  AQ mempunyai hubungan negatif yang signifikan dengan ROA, ROE dan 

Q Tobin. SAIZ mempunyai hubungan negatif  tetapi  signifikan dengan  Q Tobin dan 

LIQR-1 mempunyai hubungan yang signifikan positif dengan NIM; dan LIQR-2 

mempunyai hubungan yang positif dan signifikan dengan ROE, danQ Tobin. Akhir 

sekali, dalam  bank asing, kesemua pemboleh ubah pemalar mempunyai kesan yang tidak 

signifikan pada ROA, ROE, NIM dan Q Tobin, kecuali CAR, OE dan LIQR-1 yang 

mempunyai hubungan yang positif dan signifikan dengan ROA. AQ dan, LIQR-1 

mempunyai hubungan yang signifikan positif dengan NIM. CAR, AQ dan SAIZ 

mempunyai hubungan negatif dengan Q Tobin. LIQR-2 mempunyai hubungan yang 

positif dan signifikan dengan ROE, NIM dan Q Tobin.  

Kata Kunci: Prestasi kewangan, bank perdagangan, faktor-faktor tertentu bank, Arab 

Saud. 

ABSTRAK 
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ABSTRACT 

The purpose of this study is to investigate the financial performances of Saudi 

commercial banks during the period 2000-2013. A sample of 21 commercial banks 

comprising of 10 foreign owned banks  operating in the country and 11 Saudi domestic 

banks for the captioned 14 years period have been used in the study. Though there are 

studies on Saudi domestic commercial banks, no comprehensive evaluation have so far 

been made by including foreign banks in their sample.  The researcher has aimed to fill-in 

this gap in the literature. Using panel data Linear Multiple Regression model and 

Ordinary Least Squares have been used in the present study to estimate the impact of the 

driver ratios like capital adequacy (CAR), asset quality (AQ), operational efficiency 

(OE), bank size (SIZE), net loan to total deposits (LIQR-1), liquid assets to total assets 

(LIQR-2). on the financial parameters like Return on Equity (ROE), Return on Asset 

(ROA), Net Interest Margin (NIM) and Tobin’s Q. The study found that at the pool level, 

that CAR, OE, SIZE, LIQR-1 LIQR-2 have positive and significant relationship with 

ROA but AQ has negative and significant relationship with ROA. Similarly, CAR, SIZE 

and LIQR-2 have positive significant relationship with ROE, whereas LIQR-1 has 

positive but insignificant relationship with ROE. AQ has negative and significant 

relationship and OE has negative but insignificant relationship with ROE. All the 

determinant variables excepting CAR and OE of banks have positive significant 

relationship with NIM. CAR has positive but insignificant relationship with NIM and OE 

has negative but significant relationship with NIM. Tobin’s Q has positive significant 

relationship with LIQR-2. CAR, OE and LIQR-1 have negative insignificant relationship 

with Tobin’s Q. It's also found that AQ and SIZE have negative but significant 

relationship with Tobin’s Q. In the case of domestic banks, all independent variables 

have insignificant impact on all dependent variables, except CAR which has positive and 

significant relationship with ROA. AQ has negative but significant relationship with 

ROA, ROE and Tobin’s Q. SIZE has negative significant relationship with Tobin’s Q and 

LIQR-1 has positive significant relationship with NIM; and LIQR-2 has positive and 

significant relationship with ROE, and Tobin’s Q. Finally, in the case of foreign banks, 

all deriver variables have insignificant effect on ROA, ROE, NIM and Tobin’s Q, except 

CAR, OE and LIQR-1 which have positive and significant relationship with ROA. AQ 

and LIQR-1 have positive significant relationship with NIM. CAR, AQ and SIZE have 

negative relationship with Tobin’s Q. LIQR-2 have positive and significant relationship 

with ROE, NIM and Tobin’s Q. 

Keywords: Financial performance, Commercial banks, Bank Specific Factors, Saudi Arabia 

 

 

 



vii 
 

ACKNOWLEDGEMENT 

First and foremost, my thanks should go to Allah Almighty for making this dissertation 

possible for me.  

I would like to express my sincere gratitude to my supervisor, Prof. Dr. Asish Saha, for 

all his support, insights and valuable comments without which this dissertation would not 

have been possible. I am very grateful to him. I will never forget his words of 

encouragement which stimulated me to continue with my work during the difficult times 

of my Master study. I have been extremely fortunate to have him as my advisor during 

my Master program and I look forward to working with him for many more years to 

come.  

I would like to thank my Parents: my mother Mrs. Zain Ghalib Saeed who has blessed me 

with all her gentle love and support throughout my life (May Allah be pleased with her); 

my father, Mr.Yousef Al-Yousfi who has taught me the value of education and instilled 

in me the value of giving without any expectation (May Allah have mercy on him). I 

would like to acknowledge the support I received from my wife Mrs. Wafa Abdullah and 

my little son Omar for his endurance during the course of this study. My wife is an 

example of love, support and sacrifice: I owe her my every achievement.  

I am also thankful to my sisters and brothers including my lawyer brother Mr.Mohammed 

Hezam. He has always been my additional source of moral support and has encouraged 

me to proceed with this dissertation. I pray that Allah protect and guide them through all 

their endeavors. 

I am very grateful to the committee members; Prof. Dr. Nor Hayati Ahmed and          

Prof. Siew Goh for their valuable time in the evaluation of my thesis and their comments 

which has greatly benefited me to improve my dissertation. 

Last, but not the least, I would like to acknowledge the support of many persons at Taiz 

University, Yemen who have assisted me to complete this research study; the Instructors 

and Professors in the department of Banking and Finance at the University and              

Dr. Hamdan al-jaifi who has contributed in one way or the other towards the success of 

this study. 

 
ABDULAZEEZ YOUSEF HAZZAA SAIF 

 



viii 
 

TABLE OF CONTENTS 

 

TITLE PAGE .......................................................................................................................i 

CERTIFICATION OF THE THESIS WORK  ................................................................... ii 

DECLARATION ............................................................................................................... iii 

PERMISSION TO USE  .................................................................................................... iv 

ABSTRAK  ..........................................................................................................................v 

ABSTRACT  ...................................................................................................................... vi 

ACKNOWLEDGEMENTS  ............................................................................................. vii 

TABLE OF CONTENTS  ................................................................................................ viii 

LIST OF TABLES  ........................................................................................................... xii 

LIST OF FIGURES  ........................................................................................................ xiv 

LIST OF APPENDICES ....................................................................................................xv 

LIST OF ABBREVIATIONS  ......................................................................................... xvi 

CHAPTER ONE: INTRODUCTION 

1.1 Background of Study .....................................................................................................1 

1.2 Problem Statement .........................................................................................................6 

1.3 Research Objective ......................................................................................................11 

1.4 Research Questions ......................................................................................................12 

1.5 Significance of Study ...................................................................................................13 

1.6 Scope of Study  ............................................................................................................14 

1.7 Organization of the Study ............................................................................................15 

CHAPTER TWO: LITERATURE REVIEW 

2.1 Introduction ..................................................................................................................17 

2.2 Theories of Financial Intermediation  ..........................................................................17 

2.3 Previous studies on bank performance ........................................................................20 

2.4 Overview of Saudi Arabian banking Industry .............................................................36 

2.4.1 Saudi Banking System .......................................................................................36 



ix 
 

2.4.2 Bank Branches Operating in Saudi Arabia ........................................................41 

2.4.3 Developments of Saudi Commercial Banks  .....................................................42 

       2.4.3.1 Bank Deposits ..........................................................................................43 

              2.4.3.2 Bank Claims on the Private and Public Sectors .......................................44 

              2.4.3.3 Commercial Banks Assets and Liabilities ...............................................46 

       2.4.3.4 Bank Credit by Maturity ..........................................................................47 

       2.4.3.5 Bank Capital and Reserves ......................................................................49 

       2.4.3.6 Saudi Banks Performance Indicators .......................................................50 

2.5 Summary ......................................................................................................................53 

CHAPTER THREE: RESEARCH METHODOLOGY 

3.1 Introduction ..................................................................................................................61 

3.2 Research Framework ...................................................................................................61 

3.3 Operational definition of variables ...............................................................................63 

3.3.1 Bank performance indicators (Dependent Variables) .............................................63 

              3.3.1.1 Return on Assets ......................................................................................63 

       3.3.1.2 Return on Equity ......................................................................................63 

       3.3.1.3 Net interest Margin ..................................................................................64 

       3.3.1.4 Tobin’s Q .................................................................................................64 

3.3.2 Determinants of Banks (Independent Variables) ...............................................65 

             3.3.2.1 Capital Adequacy   ....................................................................................65 

      3.3.2.2 Asset Quality ............................................................................................66 

      3.3.2.3 Operational Efficiency ...............................................................................66 

      3.3.2.4 Bank Size ...................................................................................................67 

      3.3.2.5 Liquidity Risk ............................................................................................67 

3.4 Hypotheses Development ............................................................................................69 

3.5 Research Design...........................................................................................................73 

3.6 Sample Description and Data collection ......................................................................73 

3.7 Model Specification .....................................................................................................74 

3.8 Measurements of the Study Variables .........................................................................75 

3.9 Data Analysis ...............................................................................................................76 



x 
 

       3.9.1 Regression Assumption  ........................................................................... 76 

             3.9.1.1 Normality ....................................................................................... 76 

             3.9.1.2 Multicollinarity ............................................................................... 77 

       3.9.2 Descriptive Analysis ................................................................................ 77 

       3.9.3 Correlation Analysis ................................................................................ 77 

       3.9.4 Multiple Linear Regression Analysis ......................................................... 78 

3.10 Summary ....................................................................................................................78 

CHAPTER FOUR: ANALYSIS AND FINDINGS 

4.1 Introduction ..................................................................................................................79 

4.2 Analysis and Findings for All Saudi Banks .................................................................79 

4.2.1 Regression Assumption .....................................................................................79 

        4.2.1.1 Normality ..................................................................................................79 

        4.2.1.2 Multicollinarity ........................................................................................79 

4.2.2 Descriptive Statistics ..........................................................................................80 

4.2.3 Correlation Analysis ...........................................................................................82 

4.2.4 Regression Results .............................................................................................85 

4.3 Analysis and Findings for Saudi Domestic Banks .......................................................88 

4.3.1 Regression Assumption .....................................................................................88 

        4.3.1.1 Normality ..................................................................................................88 

        4.3.1.2 Multicollinarity ........................................................................................88 

4.3.2 Descriptive Statistics ..........................................................................................89 

4.3.3 Correlation Analysis ...........................................................................................90 

4.3.4 Regression Results .............................................................................................92 

4. 4 Analysis and Findings for Saudi Foreign Banks ........................................................94 

4.4.1 Regression Assumption .....................................................................................94 

        4.4.1.1 Normality ..................................................................................................95 

        4.4.1.2 Multicollinarity ........................................................................................95 

4.4.2 Descriptive Statistics ..........................................................................................95 

4.4.3 Correlation Analysis ...........................................................................................97 

4.4.4 Regression Results .............................................................................................98 



xi 
 

4.5 Discussion of Regression Results ..............................................................................101 

4.6 Hypothesis Testing .....................................................................................................104 

4.7 Summary ....................................................................................................................108 

 

CHAPTER FIVE: CONCLUSIONS AND RECOMMENDATION 

5.1 Introduction ................................................................................................................109 

5.2 Summary of observations ..........................................................................................109 

5.3 Contribution of the Study ..........................................................................................111 

5.4 Limitation of the Study ..............................................................................................113 

5.5 Recommendations for Future Research .....................................................................114 

 

 

REFERENCES..............................................................................................................115 

APPENDICCES.............................................................................................................128 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



xii 
 

LIST OF TABELS 

Table  Page 

 

Table 2.1 Number of Bank Branches Operating in Saudi Arabia  41 

 

Table 2.2 Bank Deposits 44 

 

Table 2.3 Bank Claims on Public Private Sector  45 

 

Table 2.4 Commercial Banks Assets  and Liabilities  46 

 

Table 2.5 Bank Credit Classified by Maturity  48 

 

Table 2.6  Bank Capital and Reserves  

 

49 

Table 2.7  Bank performance indicators                                        52 

 

Table 2.8 

 

 Summary of the Main previous studies  

 

 

54 

Table 3.1 Measurements of the Study Variables  

 

76 

Table 4.1 Testing of Multiconllinearity for All Saudi Banks 

 

80 

Table 4.2 Descriptive Statistics for All Saudi Banks 

 

81 

Table 4.3 Correlation Analysis for all Saudi Arabia Banks  

 

83 

Table 4.4 Regression Results for all Saudi Banks  

 

86 

Table 4.5 Testing of Multiconllinearity for Domestic Banks  

 

89 

Table 4.6 Descriptive Statistics for Saudi Domestic Banks  

 

89 

Table 4.7 Correlation Analysis for Saudi Domestic Banks  

 

91 

Table 4.8 

 

 

 

 

 

Regression Results for  Saudi Domestic Banks  

 

33 

 

 

 

 

 

 

 



xiii 
 

Table  Page 

 

Table 4.9 Testing of Multiconllinearity (Foreign Banks) VIF 

 

95 

Table 4.10 Descriptive Statistics for Saudi Foreign Banks 96 

 

Table 4.11 Correlation Analysis for Saudi Foreign Banks 97 

 

Table 4.12 Regression Results for Saudi Foreign Banks  

 

99 

Table 4.13 Comparison of Coefficients of Determination for Saudi Banks 101 

 

Table 4.14 Summary of Regression Results for All Saudi Banks 

 

104 

 

Table 4.15 Summary of Regression Results for Saudi Domestic Banks 

 

105 

Table 4.16 Summary of Regression Results for Saudi Foreign Banks 

 

106 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



xiv 
 

LIST OF FIGURES 

 

Figure                                                                                                                     Page   

Figure 1.1    Thesis Method and Structure                                                                 16 

Figure 2.1    Structure of Saudi Banking System                                                      40 

Figure 2.2    Growth Rate of Saudi Banking sector                                                   42 

Figure 2.3    Commercial Banks Assets and Liabilities                                             47 

Figure 2.4    Bank Credit Classified By Maturity                                                      48 

Figure 3.1    The Reasearch Framework of the Study                                               62 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



xv 
 

LIST OF APPENDICES 

 

Table  Page 

 

Appendix 1 Results for All Saudi Banks 128 

 

Appendix 1 Results for Saudi Domestic Banks 137 

 

Appendix 1 Results for Saudi Foreign Banks 146 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



xvi 
 

LIST OF ABBREVIATIONS 

 

SAMA Saudi Arabian Monetary Agency 

SAR Saudi Arabian Riyal 

IMF International Monetary Fund 

ROA Return on Assets 

ROE Return on Equity 

NIM Net Interest Margin 

TQ Tobin’s Q 

CAR Capital Adequacy Ratio 

AQ Asset Quality 

OE Operational Efficiency 

SIZE Bank Size 

LIQR1 Liquid Risk Ratio ( Loan to Deposits) 

LIQR2   Liquid Risk Ratio (Liquid Asset to Total Assets) 

NPL Non-preforming Loans 

SARIE Saudi Arabian Riyal Interbank Express 

SADAD Saudi Arabia Payment System 

FSAP Financial Sector Assessment Program 

ROD Return on Deposit 



1 
 

CHAPTER ONE 

 

INTRODUCTION 

 

1.1 Background of Study 

The banking sector plays a significant role in enhancing and developing a nation’s 

economy. Banks provide a safe link between the savers who deposit their money and the 

investors. In addition, banks are involved in current and future development plans of an 

economy by providing capital for innovation, and infrastructure, and create job 

opportunities. It is therefore, necessary evaluate the financial performance of banks in 

order to identify their strengths and also possible weaknesses in their managerial skills 

and competencies which can be strengthened to enhance the services of they provide.  In 

addition, banks must make future plans to develop their service standards to facilitate 

balanced economic and technological growth in the country.  

 

Efficiency in Financial performance of banks is very important in all societies and 

economic systems. One of the most important challenges faced by bank managers, 

therefore, is how to optimally use their scarce financial resources. In-depth analysis and 

evaluation of the financial performance of different banks can identify the strengths and 

weaknesses in the system further improvement. In other words, analysis of financial 

performance provides an insight into how efficient a bank is in using its assets to generate 

profits and how sound was its financial health was over a given period of time. It can 

also, be used to compare and assess similar firms across the domain of banking in the 

country. 



The contents of 

the thesis is for 

internal user 

only 
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