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A 
feud gripping two of Saudi 
Arabia’s most prominent 
merchant families has evolved 
into a saga with global reper-
cussions involving the highest 

echelons of Saudi society – and some of the 
world’s foremost blue-chip banks.

It has also morphed into the region’s juici-
est financial scandal, which has yet to fully 
emerge in all its ramifications.

The dispute between Saudi Arabia’s Al 
Gosaibi family and its erstwhile business 
partner, Maan al Sanea, a Kuwaiti who 
married into Al Khobar’s Al Gosaibi dynas-
ty and built the multi-billion-dollar Saad 
group, is no longer a regional quarrel. It is 
now being played out on a global stage – 
with all the requisite colourful characters 
and dramatic plot twists of a bona fide 
theatrical production.

The Al Gosaibi family claims that it was 
the victim of a $9.2 billion fraud by Al 
Sanea; that most of the $9.2 billion it owes 
to dozens of banks was the result of “loot-
ing” by him. Al Sanea denies this. Units 
of the two groups borrowed an estimated 
$20 billion from more than 80 regional 
and international banks, including heavy-
weights, such as BNP Paribas, Citigroup 
and Arab Bank in Amman, Jordan. About 
$5 billion is thought to be owed to Saudi 
banks alone, with many of Saudi Arabia’s 
most prominent families said to have lost 
money.

The debacle began when the Saudi 
Arabian Monetary Agency (Sama), the 
country’s central bank, froze Al Sanea’s 
accounts in late May, giving no reason for 
its action. In June, Al Sanea sold his 3.1 per 
cent stake in HSBC, which he had acquired 
in 2007, to raise cash.

And the plot thickens. Kuwaiti-born Al 
Sanea has a personal link to his antago-
nists: he is married to the eldest daughter 
of Abdulaziz al Gosaibi, one of the three 
founding brothers of the Ahmad Hamad 
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Algosaibi Brothers (AHAB), whose wealth 
is said to have grown in large part from 
a personal relationship with the late King 
Fahd of Saudi Arabia. Al Sanea also previ-
ously worked for AHAB. With a personal 
fortune estimated to be worth $9.3 billion, 
Al Sanea became known in recent years for 
his aggressive approach to investing.

“This is a fascinating tale,” one analyst 
close to the situation says. “You’ve got this 
guy who married into the family... and it 
is alleged that he was skimming the cream 
off the top.” 

Tales of Al Sanea’s prodigious spending 
include “a hospital that turned out to be 

a seven-star hotel,” he 
says, referring to the 
Saad Group's more 
than $530 million 
Health Science Centre 
in Al Khobar in east-
ern Saudi Arabia.  

It appears as though 
there will be no bail-
out. Sama’s governor 
Muhammad al Jasser 
emphasised recently that the central bank 
will not buy up debts incurred by the two 
firms, both of which are family-owned and 
not licensed by the central bank or the 
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Capital Markets Authority. Al Jasser has 
also said that the financial troubles of the 
two conglomerates could hurt the profits 
of the other banks involved, but that they 
pose “no systemic risk” to the nation's 
banking system. A government panel has 
been appointed to determine how to deal 
with the massive debt defaults of the two 
groups.

Many have pointed out that it is unusual 
for a country the size of Saudi Arabia to 
have had no failures among its conglomer-
ates since the nation’s financial ascension 
in the 1970s. Indeed, Saudi banks have a 
history of robust support: no Saudi bank 

the dispute has all 
the dramatic plot 
twists of a bona fide 
theatrical production

family-owned firms have struggled in the 
past, they have generally been rescued 
by a direct injection of aid from the royal 
family. 

That, however, did not happen in this 
case, despite the fact that the Gosaibis 
rank among the most prominent of Saudi 
merchant families. Some have suggested 
that this was due to a withdrawal of royal 
support, specifically from Prince Mohammed 
bin Fahd, governor of the Eastern Province. 
Others believe royal patronage dissipated 
with the death of the company’s chairman 
Suleiman al Gosaibi in February.

The row has, if nothing else, provided 
law firms and public relations agencies in 
the West with plenty of work. Al Gosaibi 
has retained Kearsarge Global Advisors, 
a Washington lobbying firm, to manage 
its communications strategy; Al Sanea has 
employed two London-based communica-
tions firms, Mark Bolland Associates and 
Cardew Group.

And the saga has penetrated foreign 
courts as well: the United Arab Emirates' 
Mashreqbank is suing the Al Gosaibi group 
in New York state’s Supreme Court for 
$225 million that it claims is owed by the 
Al Gosaibis from foreign exchange transac-
tions. Al Gosaibi has filed a counterclaim 

Riyadh’s commercial district

‘Syndicated 
sources of 
finance are 
more wary 
than before’

James Reeve, senior economist at 
Riyadh-based Samba bank

has ever failed, and, when institutions have 
floundered, they have either been rescued 
or a market solution has been found. While 
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alleging that Mashreqbank was a willing 
partner to the fraud it says Al Sanea perpe-
trated. One of Mashreqbank’s suits names 
20 members of the Al Gosaibi family indi-
vidually, claiming that they were guarantors 
of the debts and obligations of the company 
and therefore should be held liable for the 
defaults.

Deutsche Bank has also sued a subsidiary 
of AHAB in New York, as has German 
lender Commerzbank in London. The 
UAE has been affected as well; Abu Dhabi 
Commercial Bank, the UAE’s third largest 
lender by assets, has filed a $30 million 
claim against a unit of Saad. 

Société Générale, one of France’s largest 
banks, has filed a lawsuit in London against 
the Saad Group over a $50 million loan 
default. The bank lodged its complaint in 
London’s High Court last month, accusing 
a unit of the business of failing to pay back 
a $50 million loan guaranteed by Al Sanea. 

“It has now become an asset hunt, really, 
with all the action swinging to the Cayman 
Islands,” the analyst says. A Cayman Islands 
court has frozen $9.2 billion of Al Sanea's 
worldwide assets and more than 40 of his 
holdings in the Caymans, where many of 
his businesses are registered.

Resolution could take quite a while. 
“We’re not setting the schedule – with 
so many stakeholders, it is impossible to 
predict how long it will take,” says James 
Courtovich, managing partner at Kearsarge 
Global Advisors, the Washington-based 
consultancy and lobbying firm that has 
been retained by the Al Gosaibis. The 
family’s goal, he says, is to work with the 
creditors and all stakeholders to find a 
solution as quickly as possible, as well as 
to “aggressively seek out where this $9.2 
billion has gone”.

The Central Bank of Bahrain, which 
assumed control of Saad Group’s Awal Bank 
and The International Banking Corporation 
(TIBC), a unit of AHAB, in July, citing a 
“substantial shortfall in assets and liabili-
ties,” has released little information on the 
scope of the threat to its banking system. 

But although the lack of transparency 
regarding exposure to related bad debt has 
led some to assume the worst, the rela-
tive strength of the Saudi banking sector 
suggests that it may be able to withstand 
the fallout. Any exposure should be put 
into the context of a robust banking system 
with equity of about $50 billion, analysts 
say.

“There is no sense of any kind of systemic 
threat to the Saudi banking system,” says 
James Reeve, senior economist at Samba, a 

Riyadh-based bank. The kingdom’s banks 
generally are not over-extended, but, on the 
contrary, “have quite large capital bases, 
and always have done”. 

Saudi banks, like their foreign counter-
parts, have recently cut back on lending 
significantly. Banks across the globe are 
retrenching; in July, year-on-year lending 
growth by Saudi banks declined to 3.5 
per cent – the lowest growth rate since 
mid-2003, according to Sama.

Deposit growth, however, “has held up 
fairly well,” Reeve says. It slipped a bit in 
July, but is still high, with a year-on-year 
growth rate of 16 per cent, according to 
Sama. Though there will undoubtedly be 
a drop recorded in August due to seasonal 
exodus to Europe and Lebanon, deposit 
growth in the kingdom remains buoyant. 
And, despite “incredibly low” interest rates, 
Saudis are still putting their money in Saudi 
banks. The average loan-to-deposit ratio for 
the Saudi banking system is around 83 per 
cent, compared with well over 100 per cent 
in the UAE (Sama’s limit is 85 per cent).

The downside, however, is that credit 
in Saudi Arabia, as in other places across 
the globe, is hard to come by, with corpo-
rates especially feeling the pinch. Typical 
spreads on corporate loans have widened 
substantially, and have been elevated for 
a good six months now, Reeve says. They 
are now at about 250 to 300 basis points 
over Sibor (inter-bank lending rates), as 
opposed to around 70 basis points eighteen 
months ago.

International banks are approaching the 
Saudi large-project market with more trepi-
dation than before, but this is true of all 
emerging markets, Reeve says. Larger proj-
ect schemes are having to draw on other 
sources of finance, such as export credit 
agencies, quasi-government institutions 
and Islamic bonds. “They’re having to be 
a bit more imaginative because traditional 
syndicated sources of finance are more 
wary than before,” Reeve says. 

The government, however, has done its 
part to pick up the slack and is spending; 
most oil and gas infrastructure, power, 
roads and hospital projects are going ahead 
largely unabated.

A Cayman islands 
court has frozen $9.2 
billion of Al Sanea’s 
worldwide assets

Saudi banks, Reeve 
says, are solvent and 
are continuing to 
build up their foreign 
asset bases. “What 
they’re not lending, 
they’re putting into US 
Treasuries,” he says. 
Saudi banks' gross 
foreign assets started 
the year at $40 billion 
and were at $49 billion 
at the end of July. Nor have Sama’s low 
yields deterred Saudi banks from putting 
money there, either. 

And many Saudi banks have increased 
provisions in expectation of the worst: Al 
Rajhi Bank, Saudi Arabia’s largest lender 
by market value, booked SR 421.6 million 
($112.6 million) in provisions in the second 
quarter, while Saudi Investment Bank 
(SAIB) increased second-quarter provisions 
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11 times from the previous year. 
Saudi banks, even during the boom years, 

have taken a more conservative approach to 
lending than many of their regional peers. 
Unlike other Gulf states, Saudi Arabia was 
slow to attract large volumes of foreign 
deposits – deposits that quickly exited the 
region as the crisis took hold, leaving a 
painful shortfall for many banks, particu-
larly those in the UAE. Furthermore, foreign 
land-ownership restrictions in Saudi Arabia 
prevented its property market from becom-
ing a playground for speculators.

And the country has a young and growing 
population – and a large one, a factor firmly 
in its favour, Reeve says. 

Nonetheless, when $20 billion in loans 
vanishes into thin air, there are bound to be 
repercussions. The episode is estimated to 
have wiped 500 points off the Saudi stock 
exchange. [The fallout from AHAB and 
Saad] “is certainly not contained in broader 

financial terms,” another analyst says. 
Because of the affair, foreign banks are 

likely to be much more cautious in lend-
ing to family businesses in the region – 
Saudi and otherwise – in the future, many  
observers say. Loans made on the basis of 
reputation and family name rather than 
financial resources are also expected to 
decrease. The region’s legal and regulatory 
system is being tested as well, with many 
now scrutinising how local authorities 
respond. Bahrain’s central bank has said it 
will introduce a minimum liquidity ratio of 
25 per cent and that it could increase that 
requirement on a case-by-case basis. 

Saudi authorities insist that the fallout 
will be minimal. "We have not noticed any 
financial irregularities within the kingdom. 
We are not responsible for what happens 
outside the kingdom," Al Jasser has said. 
He has criticised other Gulf countries who 
have disclosed Saudi banks’ writedowns, 

suggesting such figures were published 
simply because those defaulting were from 
Saudi Arabia. "Do they declare their expo-
sures when a family defaults in other coun-
tries? We have never seen that. I think the 
attempt to use this to distort the reputation 
of the kingdom is not appropriate," he 
said.

The Al Gosaibi family, which is meeting 
with creditors abroad, must now convince 
them that the liabilities against it were 
incurred wholly by Al Sanea in the course 
of his alleged fraud, and that he is respon-
sible for the billions of dollars claimed. 
Even if they are successful, a fire sale of Al 
Sanea’s assets would undoubtedly bring a 
less-than-optimal price, given the state of 
the international economy. 

In the meantime, regional observers can 
watch and take heed as the plot unfolds 
in far-off European capitals and Caribbean 
islands. <
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