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Middle Eastern banking is in a maturation phase, getting closer to the 

sophistication of the most advanced economies. We expect banking 

revenues in the Middle East to quadruple over the next twenty years. 

Realizing this overall potential will require the continued development 

of “enabling” institutions and infrastructure, such as credit bureaus. And 

individual banks seeking to capture a significant share of this upside will 

need to build capabilities in retail banking and decide upon distinctive 

go-to-market offering.

In this brief Oliver Wyman Perspective, we sketch the revenue growth 

potential of the region, the institutional requirements for realizing it and 

the strategic imperatives for GCC banks specifically, in both their domestic 

and foreign markets.
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1. bAnkInG In thE MIddlE EASt: CuRREnt And 
PROjECtEd MARkEt SIzE

As a country’s GdP increases, so do the revenues of banks operating in it – not only 

absolutely but as a percentage of GdP. the Gulf nations (or GCC, the primary focus of this 

paper) are currently “upper middle income” countries. banking revenues are about 5% of 

GdP, which is relatively low for their peer group (see Exhibit 1). this suggests that there is 

plenty of room for continued growth in banking revenues in this region.

these growth prospects contrast starkly with those of banking in high income countries, 

which have already slowed down dramatically (see Exhibit 2).

ExhIbIt 1: bAnkInG REvEnuE – ShARE OF GdP – CROSS COuntRy COMPARISOn

8%

4%

0%

22%

BANKING REVENUE2 SHARE OF GDP

80–20 
percentile range

LOWER MIDDLE 
INCOME COUNTRIES1

Nigeria
Vietnam
Thailand
India
China
Egypt
Indonesia

UPPER MIDDLE 
INCOME COUNTRIES1

Russia
South Africa

GCC

Malaysia
Brazil
Turkey
Chile

Mexico

HIGH INCOME 
COUNTRIES1

United Kingdom
Switzerland

France
Spain

Canada

Japan

Italy
Australia
Germany
United States

1. Income categories defined using GdP per capita (PPP) as per World bank Atlas classification methodology 
2. 2009 revenue based on all banking revenue – retail and commercial

ExhIbIt 2: GROWth In bAnkInG REvEnuE (2001–2009)
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Oliver Wyman has modelled the growth of banking revenues at the national level. Exhibit 3 

shows the five factors to be most predictive.

ExhIbIt 3: thE FIvE bAnkInG GROWth FACtORS
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differences in future growth rates mean that the picture of global banking will fundamentally 

change. Emerging markets will soon contribute as much banking revenue as developed 

markets. developed markets’ share of global banking revenues will fall from 77% in 2010 to 

55% by 2030 (see Exhibit 4).

ExhIbIt 4: bAnkInG REvEnuE vS. RISk-AdjuStEd PROFIt
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2. thE EvOlutIOn OF REtAIl bAnkInG In thE GCC

Retail banking will be the largest part of revenue growth in the GCC. banking in emerging 

countries has typically been concentrated on commercial clients. As the economy grows, both 

consumers and small businesses become credit worthy, and retail lending begins to take off 

(see Exhibit 5). the GCC has already entered that growth phase, though some parts of the retail 

business remain underdeveloped, such as mortgages and business banking in Saudi Arabia.

ExhIbIt 5: bAnkInG SECtOR EvOlutIOn
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this growth of retail banking in the GCC requires that certain “enablers” are in place. 

through our work with local banks and regulators, we have identified five:

1. Infrastructure, such as secure payments and credit bureaus

2. Free competition that does not disadvantage the most efficient players, which will 

often be foreign

3. rule of law, including secure property rights and efficient legal processes

4. Light-touch regulation that does not artificially drive up the cost of doing business  

5. Political stability sufficient for confident investment
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3. StRAtEGIC ChOICES FOR GulF REtAIl bAnkS 

how to capture this market growth? Most GCC markets are dominated by one or two 

incumbent banks. What should the others do? there are several possible strategies that 

smaller players employ (see Exhibit 6). 

ExhIbIt 6: tItlE
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differentiation is the key to winning business away from the incumbents. this has been most 

witnessed in the united Arab Emirates where banks have challenged the largest institutions 

by, for example, developing product-specific propositions (e.g. specialization on business 

loans, credit cards, mortgages), pushing a differentiated sales approach (e.g. relying heavily 

on direct sales force vs. branches) etc.

however, some challenges are common to all GCC banks. As a first step, they should get the 

basics right in order to make their strategies successful (see Exhibit 7).

ExhIbIt 7: tItlE
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PRODUCT
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1. Invest in customer data

2. Increase granularity in customer segmentation

3. needs-based tailoring of value proposition and delivery

4. Innovation in serving under/ un-banked and higher risk segments 

5. break down the barriers between retail and corporate

6. Manage your talent

7. Run the bank at highest attainable efficiency levels

8. upgrade risk management infrastructure 
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4. COMPEtInG At thE REGIOnAl And 
IntERnAtIOnAl lEvEl

A number of GCC banks have ventured outside their countries. they first expanded into 

other Gulf States without going big into retail banking. Some went farther, establishing large 

presences in countries such as turkey and Egypt. the Maghreb, Malaysia, Indonesia have 

also attracted interest and investment. Qatari banks have recently been the most active in 

terms of international expansion. 

As in their domestic markets, GCC financial institutions cannot win on an international scale 

without a clearly differentiated positioning. We typically see 4 types of approaches for multi-

country players (Exhibit 8): 

ExhIbIt 8: buSInESS MOdElS FOR MultI-COuntRy PlAyERS 
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     thE GlObAl lOCAlISERS

 − local business able to “plug into” 
global factories

 − Focused around global functional excellent and 
maximizing scale/cscope economies

 − high-level of cross-border integration

     thE SynERGIzERS

 − Cover multiple markets run usually as a 
portfolio of banks, generally grown as 
regional/country operating models adapted to 
local variations

 − Often multiple brands

     thE MultI-lOCAlS

 − local decision making and entrepreneurship, 
loosely affiliated centres, multiple brands

 − difficult to benefit from scal economies, focus 
of short term profit maximization

     thE RISInG SPECIAlIStS

 − Players with specialist focus, includes card 
specialists, payment processors

 − Sometimes limited footprint due to 
competitive/regulatory barriers

1. level of specialization: the product range/focus of a player. At one extreme are the universal banks offering a range of retail 

products and at the other extreme are  the product specialists focusing on single product or limited sets of products.

2. level of integration: the level of  delegation/independence of the seperate business units from fully integrated to fully 

decentralised, local operations.

More specifically, banks must adhere to four basic principles given the combination of high 

growth expectations, volatility and evolving market structure (Exhibit 9).
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ExhIbIt 9: FOuR PRInCIPlES
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d. dEvEOP StAndAlOnE “kIllER APPS”

based on the type of business model, these four principles will mean different actions 

(Exhibit 10).

ExhIbIt 10: ACtIOnS
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COnCluSIOn

the GCC retail market is in a maturing phase. banks need to invest in developing better 

customer analytics and more granular segmentations, efficient distribution channels, 

improved products and better brands. they are also building stronger supporting 

capabilities, especially in operations and risk management. 

but banks should not solely focus on capability building. they should also make clear 

strategic choices, on their home market as well as on the international scene. We have seen 

too many institutions implementing me-too strategies, and this certainly does not work over 

the long term. In this paper, we have outlined a number of strategic options – “up-grader”, 

“Personal bank”, “Specialist”, “Category killer”, “localizer”, “Synergizer”, “Multi-local” 

etc. – which should be considered by the banks that seek to differentiate themselves.
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