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Cumulative cases by country*

*all data correct as of September 30, 2021

US 
42,849,008

INDONESIA
4,211,460

INDIA
33,716,451

RUSSIA
7,487,138

MEXICO
3,635,807

FRANCE
6,788,617

MOROCCO
930,891

OMAN
303,705

SOUTH AFRICA
2,898,888

BRAZIL
21,366,395

COLOMBIA
4,952,690

TURKEY
7,095,580

Global disruption

The global Covid-19 pandemic 
has tesed the capabilities of 
policymakers as they grapple with 
severe health challenges, fractured 
supply chains and subdued demand 
in many areas of the economy. 
While restrictions on mobility and 
social interactions have eased 
in many countries, the process 
of digitalisation continues to 
accelerate across a broad range of 
sectors, including banking. Despite 
the pressures, the global banking 
sector has largely remained resilient 
thanks to strong capital and liquidity 
positions, substantial support 
from public authorities, and direct 
government assistance to corporate 
and household lenders. As the 
pandemic subsides, a more resilient 
and agile sector could emerge. 

The Covid-19 pandemic creates significant economic 
challenges that require creative and innovative solutions 

Sources: Our World in Data; S&P; IMF; World Bank; UNCTAD

2020 in figures

-42% 
Fall in global FDI

-9.6%
decline in

international trade 

-3.5% 
contraction in the 

global economy

88m-115m
Number of people projected 
to be pushed into extreme 

poverty
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ReinventionResilience Response Recovery
Are digital payments and online banking 
on an elevated growth path? 

How is Islamic banking evolving in the 
wake of the pandemic? 

What role will environmental, social and 
governance principles play in the future 
of Oman’s banking sector? 

What are the prospects for Oman’s 
economic recovery?

Which sectors could emerge as major 
generators of FDI in the coming years? 

Will private consumption accelerate 
after the lows of 2020?

Were sufficient actions taken to limit 
the spread of the virus?  

Could Oman maintain macroeconomic 
stability during the pandemic? 

How did Covid-19 impact the country’s 
banking sector in 2020?

How resilient was Oman’s economy at 
the start of the crisis? 

Could the country’s health system 
cope with a pandemic?  

Was Oman’s banking industry strong 
enough to absorb the shock of the 
Covid-19 pandemic?
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Oman’s economic performance 
prior to the pandemic was mixed. 
Weak output results in 2019 were 
mitigated by a long history of 
strong growth, robust domestic 
consumption, and a growing 
appetite among policymakers and 
private sector leaders to drive 
long-term diversification. Oman’s 
non-oil sector presents significant 
opportunities for expansion, 
which the government seeks to 
realise through its Vision 2040 
roadmap, announced in 2019. 
Initiatives aimed at improving 
international competitiveness 
seek to attract foreign investment 
into the sultanate and secure a 
diversified future for its economy, 
with the service sector playing an 
increasingly prominent role.

Room to grow

Sources: Government of Oman; Moody’s

Diversification and private sector development 
are key to Oman’s economic resilience 

Consumption remained steady prior to Covid-19 despite falling output

Oman’s Vision 2040 roadmap to accelerate diversification

Key targets

Non-oil sector o�ers promising platform for growth
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Like much of the GCC, Oman’s 
young population has provided it 
with significant insulation from 
the worst effects of the pandemic, 
as hospitalisations from Covid-19 
symptoms are more likely to occur 
among elderly patients. In addition, 
recent improvements in Oman’s 
infrastructure helped to ensure 
that the sultanate would not be 
overwhelmed by the pressures of 
a pandemic. The government’s 9th 
Five Year Development Plan, which 
concluded at the end of 2019, saw 
considerable upgrades to health 
care infrastructure and service 
provision. As a result, government 
hospitals – which make up the vast 
majority of Oman’s health care 
system – were equipped to cope.

Medically ready

Sources: Ministry of Health; CDC

Favourable demographics and a robust public 
health care system boosted pandemic preparedness 

Oman's youth bulge created some natural resilience against
severe Covid-19 cases

Oman had scaled up hospital capacity before the pandemic

Key capacity indicators for Ministry of Health hospitals, 2019
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Data from the US Centres of Disease Control and Prevention suggests patients aged 
65-74 are 35x more likely to be hospitalised from Covid-19 and 1100x more likely to 
die compared to those aged 5-17. For patients aged 75-84 the risk rises to 55x for 
hospitalisations and 2800x for deaths when compared with patients aged 5-17.
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Source: Central Bank of Oman 

Prudent regulations help to reinforce stability 
in Oman’s financial services sector

Oman’s banking sector, which 
consists of a relatively large 
number and diverse range of 
institutions by regional standards, 
was well placed at the start of 
2020 to respond to adverse 
financial conditions. A rigorous 
environment of stress testing 
and regulatory enforcement has 
helped to ensure that Oman’s 
banking sector is adequately 
capitalised and prepared for 
unforeseen shocks. As such, even 
amid severe crisis conditions, 
Omani banks are projected 
to maintain average capital 
adequacy ratios above regulatory 
minimums (13.5%), with the cost 
of recapitalising those liable to fall 
below this being low, at less than 
1% of GDP across all risk scenarios.

Stable systemTypes of providers in Oman's banking sector 
Market share by assets, Q4 2019 (OR m)

Non-performing loan (NPL) ratios stood at a healthy rate prior to
the pandemic
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2019 sees marked improvement in stress test results for Omani banks 
Impact on average capital adequacy ratios (CARs) under di�erent stress test scenarios 
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Established in 2013, Bank Nizwa is 
Oman’s oldest fully Islamic financial 
institution. Prior to the pandemic, 
the bank enjoyed industry-beating 
levels of growth, expanding both its 
asset base and profit performance 
yearly. Amid bank-wide growth, 
its sharia-compliant corporate 
banking division has been a major 
profit driver, attracting new 
clients from across the sultanate. 
Tempering this, the bank exhibits 
some concentration of its funding 
exposure in the construction and 
government sectors, both of which 
are vulnerable to economic shocks. 
Regardless, Bank Nizwa entered 
2020 well positioned to respond to 
the economic disturbances caused 
by the Covid-19 pandemic.

Shock absorbent

Source: Bank Nizwa

CASE STUDY: Bank Nizwa entered the pandemic 
in a resilient position following high growth

Bank Nizwa's 2019 results mostly outperform industry averages Construction and government sectors dominate
Bank Nizwa's non-personal exposure (OR m) 

Corporate banking forms the backbone of Bank Nizwa’s growth

*Profit comparisons against conventional banks only, all others Islamic banks and windows only
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Recovery ReinventionResponse
Are digital payments and online banking 
on an elevated growth path?

How is Islamic banking evolving in the 
wake of the pandemic? 

What role will environmental, social and 
governance principles play in the future 
of Oman’s banking sector? 

What are the prospects for Oman’s 
economic recovery?

Which sectors could emerge as major 
generators of FDI in the coming years? 

Will private consumption accelerate 
after the lows of 2020? 

Were sufficient actions taken to limit 
the spread of the virus?  

Could Oman maintain macroeconomic 
stability during the pandemic? 

How did Covid-19 impact the country’s 
banking sector in 2020? 

Although still largely reliant on 
hydrocarbons, Oman was accelerating 
diversification efforts when the 
pandemic hit

Oman benefitted from a robust 
public health system and favourable 
demographics

The banking sector was relatively 
well capitalised thanks to stringent 
regulatory efforts  
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Source: Our World in Data

Oman takes wide-ranging measures to 
contain the spread of the virus

Oman adapted containment measures throughout 2020 and 2021 as the pandemic evolved 

A year of containment measures
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*The OxCGRT creates a Stringency Index by collating data on common policy responses that governments have taken 
to respond to the pandemic on 18 indicators such as school closures and travel restrictions.
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Oman closes its borders to 
international travellers, with 
restaurants closed the 
following day 

With 152 confirmed positive Covid-19 cases, 
the supreme committee tasked with 
coordinating the Covid-19 response grounds 
all domestic and international flights 

The committee decides to lock down the 
governorate of Muscat by activating control 
checkpoints due to the increase in cases, most 
notably in Muttrah

Extension of the lockdown and 
nationwide ban on social, sporting 
and cultural gatherings and activities 
during the month of Ramadan

Last day of the school 
year in Oman

Supreme committee 
announces fines to be 
issued for violators of 
Covid-19 guidelines

Covid-19 cases in Muscat 
surpass the 10,000-mark, 
representing 70% of the 
cases in the country

Oman announces 
the resumption of 
international travel 
from October

The sultanate reinstates the 
nationwide lockdown until 
October 24, including a night 
curfew and strict rules

Announcement of the 10-day tourism 
scheme for nationals of 103 countries, 
allowing them to enter the country 
visa-free to support the tourism sector

Oman closes its 
land borders

Covid-19 restrictions are extended indefinitely. 
Suspension of direct passenger flights from the UK 
and the entry of non-citizens who traveled there 
in the previous two weeks as part of measures to 
curb the spread of the virus

MARCH 17, 2020

MARCH 29, 2020

APRIL 8, 2020

APRIL 21, 2020

MAY 7, 2020

MAY 21, 2020 MARCH 17, 2021

JANUARY 8, 2021

DECEMBER 10, 2020

OCTOBER 13, 2020

SEPTEMBER 10, 2020

JUNE 3, 2020

One year in: Oman had the GCC’s second-lowest per capita 
case count and third-highest average stringency ranking
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Sources: Our World in Data; Institute for Health Metrics and Evaluation

Vaccines help to ease restrictions despite 
ongoing health challenges

Thanks to a robust public health 
system, Oman was able to cope 
with the sudden influx of Covid-19 
patients during the early stages of 
the pandemic while simultaneously 
scaling up testing capacity and 
deploying digital tools in order to 
monitor the outbreak. 

In an effort to manage resources, 
from late July 2020 tests at 
public hospitals were limited to 
medical staff and hospitalised 
patients, with people showing mild 
symptoms advised to quarantine 
at home or test at a private facility. 
The rollout of the vaccination 
programme from late December 
2020 has helped to further relieve 
the strain on hospitals. 

Recovery boostVaccines administered in the GCC countries as of September 30, 2021
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24-Feb 
2020

First two Covid-19 cases in Oman are confirmed

1-Apr 
2020

72-year-old Omani citizen in Muscat is the first 
Covid-19 fatality

11-Apr 
2020

Mass testing starts

20-Apr 
2020

Tarassud Plus Covid-19 information and monitoring 
app launched

31-May 
2020

Over 100,000 tests have been conducted

7-Oct 
2020

 1000 people have died due to Covid-19 in Oman

27-Dec 
2020

Rollout of Pfizer-BioNTech vaccination programme 
begins for vulnerable citizens

7-Feb 
2021

Oman starts inoculating citizens aged over 65 
years with the Oxford-AstraZeneca vaccine

22-Feb 
2021

The second doses of Covid-19 vaccines start to be 
administered

18-Mar 
2021

Oman starts Covid-19 vaccination home visits

20-Aug 
2021

Oman surpasses 1m people fully vaccinated

24-Sep
2021

Oman surpasses 2m people fully vaccinated

Share of people fully vaccinated (two doses)

UAE 82.5%

Qatar 75.7%

Bahrain 63.75%

KSA 52.5%

Oman 39.26%

Kuwait 21.33%



$20bn Overall size of the CBO 
response package OR 2.2bn Projected deficit 

in the 2021 state Budget 11% Increase in FX reserves between 
January 2020 and January 2021120.9% Increase in the expected credit losses charged  

on loans between H1 2019 and H1 2020 
80% 
of GDP

Relative size of CBO 
response package 

 
Covid-19 impact and mitigation measures in figures

First banking stimulus package

Stimulus

From CBO (March 18, 2020)

Capital conservation bu�ers  
Lending ratio/financing ratio  
Interest rate on repo operations  
Tenure of repo operations  
Interest rate of government treasury bills  
Interest rate on foreign currency  
swap operations  
Tenure of swap facility  
Interest rate on rediscounting of a bill 
of exchange and promissory note  
Interest rate on rediscounting of a promissory 
note accompained by trust receipt 
Loan deferment scheme  

Risk classification of loans pertaining to 
government projects  
Existing fees related to banking services
 
Deadline for the completion and submission 
of audited financial statements/net worth 
statements for borrowers

Repayment of the loans of laid-o� citizens and 
citizens whose wages have been reduced 
Incentive packages related to granting credit 
(raising ceiling of loan ratio, facilitating lending 
to the a�ected and productive sectors, and 
reducing the preventive capital ratios)  
Loan payment

Subject

Second banking stimulus package From CBO (September 7, 2020)

Government measures from Supreme Committee (March 2020)
Remittance services provided by local banks should be at minimum cost     
Banks to waive charges levied on point-of-sale (POS) transactions     
Use of old cards to be enabled under prompt notification to customers wherever debit/credit 
cards could not be renewed, or renewed cards could not be delivered to customers

Banking measures announced in March 2021 economic stimulus

StimulusSubject

StimulusSubject

50% reduction, from 2.5% to 1.25%
5% increase, from 87.5% to 92.5% 
75 basis points reduction to 0.50% 
Increase to a maximum period of three months 
100 basis points discount to 1% 
50 basis points reduction  

Increase up to a maximum period of six months 
100 basis points reduction to 3%

125 basis points reduction to 3.5% 

Six months deferral of loans/installments 
for a�ected borrowers, especially SMEs  

Six months deferral 

Consideration of reduction and abstention 
from introducing new ones during 2020 
Extension to June 30, 2020

BA
N

KI
N

G

Extended until 31 March, 2021  
Limit increase to a maximum of 100% of the 
bank's net worth (from 25%)  
Maximum tenure increase to one year  
Decrease from 20% to 10%  
Banks can include insurance and registration 
costs imposed by the Ministry of Housing and 
Urban Planning in the calculation of the LTV ratio 
for housing loans  

Banks can temporarily operate below the required 
liquidity coverage ratio of 100% (provided a 
liquidity ratio of at least 75% is maintained) until 
March 31, 2021

Loan deferment scheme  
Forex swap facility scheme  

Forex swap facility scheme  
Loan-to-value (LTV) margin 
applicable to housing loans to 
first-time homeowners  

Liquidity coverage ratios
  

Repayment postponed until further 
notice    
Continuation   

Collaboration between CBO and loan 
issuers to reschedule loans to match 
the cash flows of borrowers

Oman December 202112 OBG Covid-19 Response Report

RECOVERY REINVENTIONRESPONSERESILIENCE

Sources: CBC; KPMG

A range of measures were taken to support  
the banking sector and the real economy 

As the scale of the economic 
challenges created by the 
pandemic became apparent, the 
government and Central Bank of 
Oman deployed a range of fiscal 
and monetary tools to alleviate 
the strain on businesses and 
households. In addition to two 
banking stimulus packages, a 
number of tax relief measures 
were announced in March 2020 
that deferred or exempted 
payments for vulnerable firms for 
certain periods, as well as waived 
fines and penalties. In March 2021 
the government announced a new 
package designed to incentivise 
local and international businesses 
to expand or maintain operations 
through the uncertainty.

Defensive measures
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Sources: Central Bank of Oman; KPMG; Fitch

Oman’s banking sector was placed 
under pressure by the challenges 
of the Covid-19 pandemic, as the 
subdued operating environment 
strained asset quality and earnings. 
Despite the challenges, Omani 
banks remain relatively well 
capitalised, which should provide 
some protection against losses. 
According to Fitch, at the end of 
the first quarter of 2020, rated 
Omani banks had a combined 
cushion of around OR1.3bn to 
absorb additional losses before 
breaching regulatory ratios. 
Liquidity has remained reasonably 
healthy and lending activity 
began to pick up as the pandemic 
progressed, supported by central 
bank measures and dispersed 
across a broad range of segments.

Weathering the storm 

The banking sector comes under pressure  
but remains stable amid the disruption

-1

0

1

2

3

4

5

6

7

8

Q2 2021Q4 2020Q2 2020Q4 2019

-2

0

2

4

6

8

10

12

Q2 2021Q4 2020Q2 2020Q4 2019

Lending growth begins to recover Government claim a greater proportion of bank 
lending, while construction lending declined 
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CASE STUDY: Bank Nizwa mitigated the challenges 
of Covid-19 to register growth in key metrics

Source: Moody’s; Bank Nizwa

Through the storm  

Bank Nizwa leveraged a secure pre-
pandemic position to achieve strong 
growth throughout 2020. Able to 
mitigate the challenges posed by 
Covid-19 to the banking sector, Bank 
Nizwa has confirmed its status as the 
best-performing sharia-compliant 
financial institution in Oman. A 
key driver of future growth will be 
the bank’s digital transformation 
strategy designed to establish it as 
the Omani digital bank of choice. The 
development of a digital ecosystem 
will be crucial in the years ahead 
to successfully overcome the 
challenges faced by the banking 
industry, such as increasing 
competition, shifting client demands, 
tight profitability, and the disruption 
of financial technology (fintech) and 
new financial models.      

Bank Nizwa aims to become the digital bank of choice

Trends

Response

Specific initiatives 

• Increasing competition due to: 
• Limited market size
• Stricter regulatory requirements  
• Non-bank players entering the banking value chain

• Decreasing profitability   
• Disruption generated by fintech and digital tech   
• Clients’ use of new mobile channels   
• Obsolescense of the bank’s strong vertical operating models

• Creation of a customer-centric digital ecosystem   
• Development of IT infrastructure and cybersecurity systems   
• Partnerships with strategic technology players   
• Back-end processes and systems   
• Digital adoption to lower operation costs and increase productivity  
• Hyperspecialisation, outsourcing, and decentralisation   
• Creation of new revenue models in digital ecosystems   

• Creation of a WhatsApp banking service      
• Creation of a mobile wallet app to operate digital services   
• Formation of a pioneer IT & Cybersecurity Committee in the banking 

industry
• IT infrastructure development in partnership with Advanced Business 

Computing Oman (ABC)        
• Launching the first digital-only bank in the country
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Bank Nizwa outperformed other leading commercial banks in 2020
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Are digital payments and online banking 
on an elevated growth path?

How is Islamic banking evolving in the 
wake of the pandemic? 

What role will environmental, social and 
governance principles play in the future 
of Oman’s banking sector? 

Reinvention
What are the prospects for Oman’s 
economic recovery?

Which sectors could emerge as major 
generators of FDI in the coming years? 

Will private consumption accelerate 
after the lows of 2020?

Recovery
Oman kept Covid-19 cases relatively 
low thanks partly to targeted 
containment measures

The government and Central Bank of 
Oman have actively intervened in the 
economy to maintain stability 

While asset quality and earnings 
dipped, Oman’s banks have maintained 
healthy liquidity buffers 

Response
Although still largely reliant on 
hydrocarbons, Oman was accelerating 
diversification efforts when the 
pandemic hit

Oman benefitted from a robust 
public health system and favourable 
demographics

The banking sector was relatively 
well capitalised thanks to stringent 
regulatory efforts  

Resilience
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Oman's GDP growth to accelerate in 2022 ahead of other GCC countries Non-oil growth set to lead Oman's economic recovery

Oman's 2020-24 Medium Term Fiscal Plan 
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TARGETS

Reduction of fiscal deficit down to 1.7% of GDP   

Increase of non-oil revenues to 35% of total revenue by 2024

Lowering of debt-to-GDP ratio from 128% to 80% by 2024

Adjust budget to achieve a surplus of OR65m by 2025   

Implementation of 5% value-added Tax (VAT) in 2021   

Introduction of personal income tax on high earners by 2022

Subsidy reforms on water and electricity distribution
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The pandemic, coupled with low oil 
prices that the crisis exacerbated, 
has created an uncertain economic 
environment in Oman in the short 
term. Nonetheless, the recovery 
is expected to pick up sharply in 
2022, supported by growth in the 
non-oil sector. Oman has launched 
its 2020-24 Medium Term Fiscal 
Plan (MTFP), which includes a 
number of revenue-diversification 
initiatives such as the introduction 
of value-added tax (VAT) in April 
2021, an end to blanket state 
subsidies and – for the first time in 
the GCC –the possible introduction 
of personal income tax on high 
earners. The MTFP should enhance 
the sultanate’s fiscal sustainability 
and economic resilience.

Turning the tide

Sources: IMF; MoF; S&P Global

Diversifying revenue sources will help to amplify 
post-pandemic economic growth
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Foreign investors turn to emerging segments for expansion 
opportunities as Oman focuses on private sector development 

Ripe for reform
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New high-potential investment segments emerge from the disruption in MENA

Year-on-year change in announced greenfield FDI by sector in MENA (%)

FDI inflows to Oman were uneven prior to Covid-19
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Sources: World Bank; CEIC

Oman’s new Foreign Capital 
Investment Law allows for 100% 
foreign ownership in many 
sectors, with added incentives 
for projects established in less 
developed regions. The law came 
into force on January 1, 2020 and 
the implementing regulations 
were issued six months later. With 
registration and licensing processes 
streamlined under the law as well, 
many of the previous barriers to 
foreign investment have been 
cleared. In light of the supply chain 
disruptions and rapid digitalisation 
that accompanied the Covid-19 
pandemic, investor interest has 
spiked in ICT, manufacturing and 
agriculture, providing Oman with 
an opportunity to accelerate its 
diversification ambitions.

Ripe for reform

Fuel manufacturing received a 
big boost from Canada Business 
Holdings’ plans to invest in a 
new $1.5bn low-sulphur fuel oil 
refinery in Oman
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Per capita consumption recovers in 2021 and 2022

$

0

1000

2000

3000

4000

5000

6000

2025F2024F2023F2022F2021F2020E

Inflation projected to gradually ease 

O
M

A
N

 IN
FL

A
TI

O
N

 R
A

TE
 F

O
RE

CA
ST

 (%
) 

0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

4.0

2025F2024F2023F2022F2021F

10.7%

Year-on-year growth

5.4% 1.3% 1.4% 1.3% Private consumption sentiment in 
Oman is improving as the country 
recovers from the Covid-19 crisis. 
The introduction of a 5% VAT rate 
in April 2021 is not expected to 
hinder consumption per capita, 
which should maintain steady 
growth in the coming years 
despite an initial spike in inflation 
as demand recovers. The recovery 
in total consumer spending 
is projected to be slower, but 
should reach pre-Covid-19 levels 
between 2023 and 2024. The 
package of fiscal, regulatory and 
monetary measures approved 
for 2021 has helped to provide 
economic support to households 
and businesses and maintain 
macroeconomic stability.

Consumption recovery

Sources: IMF; Statista

Private consumption projected to rebound as 
restrictions are lifted and sentiment improves 

Summary of measures supporting economic recovery and consumption, 2021

Field Target OR m. % of GDP

Fiscal
Households 129.9 0.4

Businesses 16.5 0.1

Regulatory
Banks 5700 19.1

Borrowers 1700 5.7

Monetary 8659.4 29

Fuelling economic growth and consumption
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Total domestic bank assets grew during the pandemic and will likely maintain a positive trajectory

Mixed outlook for loans and asset quality 
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Although significantly impacted by 
the economic slowdown and related 
fiscal pressures in 2020, Oman’s 
banking sector has benefitted 
somewhat in 2021 from the uptick 
in oil prices and a cautious recovery 
in the services sector as vaccination 
campaigns helped to unleash 
pent-up demand. Nevertheless, 
although total banking assets grew 
through 2020, return on assets 
slumped and loan portfolios are 
expected to deteriorate further in 
the short term as the full extent of 
pandemic’s impact on borrowers 
becomes apparent. With credit 
agencies concerned about rising 
sovereign debt, banks would benefit 
from signs of sustained economic 
recovery powered by a diverse 
range of industries.

Inching forwards

Sources: S&P Global; World Bank; CBO

Asset growth was positive despite headwinds 
facing the banking sector

Oman’s sovereign credit rating in Q3 2021

Fitch BB-

Moody's Ba3

S&P B+

- 0.7 1.3 0.6 -0.7 1.5 -0.4 3.0 0.9

Quarter-on-quarter growth (%)
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Are digital payments and online banking 
on an elevated growth path?

How is Islamic banking evolving in the 
wake of the pandemic? 

What role will environmental, social and 
governance principles play in the future 
of Oman’s banking sector? 

Growth is expected to accelerate 
in 2022 as economic and revenue 
diversification efforts gather pace

Downstream manufacturing and 
the digital economy offer promising 
investment potential

Private consumption is projected to pick 
up amid improving sentiment as the 
vaccine rollout progresses

Oman kept Covid-19 cases relatively 
low thanks partly to targeted 
containment measures

The government and Central Bank of 
Oman have actively intervened in the 
economy to maintain stability 

While asset quality and earnings 
dipped, Oman’s banks have maintained 
healthy liquidity buffers

Although still largely reliant on 
hydrocarbons, Oman was accelerating 
diversification efforts when the 
pandemic hit

Oman benefitted from a robust 
public health system and favourable 
demographics

The banking sector was relatively 
well capitalised thanks to stringent 
regulatory efforts  
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Pandemic-related disruption is accelerating  
the adoption of digital payment solutions

High-growth opportunities in 
digital banking and payments 
are emerging due to new 
consumer behaviour in response 
to the pandemic. The value 
of e-commerce in the GCC is 
estimated to reach over $50bn 
by 2025, with online payments 
booming in tandem. This will be 
supported by the widespread 
adoption of 5G technology as 
the necessary infrastructure is 
developed. Oman ranked 3rd 
in the Middle East in the 2019 
Global Digital Readiness Index, and 
the Oman Telecommunications 
Company plans to set up 2226 5G 
sites by 2024, which will greatly 
improve internet speeds and help 
to facilitate digital commerce.

Digital shift

*Middle East respondents of PwC's Global Consumer Insights 
Covid-19 Pulse survey in May 2020

Oman ranks highly in digital readiness in the Middle East

How has the usage of the following shopping and payment 
channels changed in the Middle East?*

E-commerce is on an elevated post-pandemic growth path
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2nd 20-25% 15th
fastest-growing Islamic finance 
market in the world, according to 
Moody’s Investors Service (2020)

projected share of Omani 
banking assets by 2025, 
according to Moody’s 

largest Islamic 
banking market 
in the world

Islamic banking state of play, June 2021

Source: CBO

High growth potential in Islamic banking 
in the post-pandemic environment 

Financing provided

Y-o-y 
growth
12.7%OR4.6bn

Total

Deposits

Y-o-y 
growth

18%OR4.2bn
Total

The Islamic banking segment in 
Oman maintained steady growth 
in 2020 and it is expected to 
account for approximately 20-
25% of the country’s total banking 
assets by 2025. In fact, Oman is 
the second-fastest growing Islamic 
banking market in the world and 
the segment already accounts 
for around 14% of total banking 
assets – significantly more than 
numerous countries that are 
considered to be more mature 
markets for Islamic finance. 
Sovereign sukuk (Islamic bonds) 
issuance aimed at retail investors 
in 2020 exceeded the target of 
OR175m, with the government 
planning more issuances to 
capitalise on investor interest.

Positive trajectory

Positive prospects

Growth drivers

Muslim-majority 
population

Fintech to expand awareness
and erode barriers

Central bank initiatives:

Possibility of offering Islamic 
liquidity management through 
remunerative deposit accounts 
and a standing liquidity facility

Expansion of domestic 
currency sukuk issuances
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In what ways can Oman’s Islamic banking institutions best capitalise on the 
regional and international growth in demand for sharia-compliant financial 
offerings that has been seen in recent years?
AL KAYED: Oman is in an advantageous position to capitalise on a rise in demand 
for Islamic financial products. In 2021 the sultanate became the 15th-largest Islamic 
banking market in the world and the segment accounts for over 14% of the country’s 
total banking assets. This highlights the potential for future growth. The Central Bank 
of Oman has played a crucial role in the development of the industry by allowing 
traditional banks to open specialised Islamic banking windows. The central bank also 
enacted the Islamic Banking Regulatory Framework to further support the segment. 

The introduction of new products and the adoption of sharia-compliant liquidity 
management tools will further support long-term, sustainable growth in the Islamic 
segment. As the largest Islamic bank in Oman, Bank Nizwa is expected to play a 
leading role in this expansion moving forwards. 

How are digital solutions being leveraged to facilitate an improvement in 
client experiences and wider sector growth?
AL KAYED: Digitalisation and financial technology have proven to be the key 
enablers of product and service innovation in the financial services sector. Therefore, 
standard regulatory practices, cyber laws, protection against cyber fraud, responsive 
banking and intelligent back-end integration systems are crucial for banking 
operations to be successful and meet shifting needs. Islamic banking’s adoption 
of technology requires the development of IT infrastructure and a precise balance 
between tight security and seamless productivity. This will enable banks to innovate 
to create a better customer experience. It is imperative to keep robust customer 
relationships at the core of daily operations. Today we have digital channels to 
engage with clients, including user-friendly mobile applications and other platforms. 

Moreover, technologies such as artificial intelligence, data analytics and robotics will 
enable banks to create efficient back-end processes and systems, while at the same 
time further improving the customer experience. 

What role did diversified liability exposure play in facilitating the Omani 
banking sector’s response to the financial pressures of the pandemic?
AL KAYED: Banks in Oman have remained resilient despite the impact of Covid-19 on 
profitability. The industry has adopted a more prudent risk management approach, 
diversified asset portfolios and enhanced operations systems in response to 
challenges associated with the pandemic. Diversification not only helps the sector 
absorb risk and safeguard against adverse market cycles and volatility, but enables it 
to explore new opportunities while enhancing asset quality and performance. 

To what extent can banks balance socially responsible financing with the 
need to ensure sound loan performance and profitability?
AL KAYED: Socially responsible financing is the top priority in Islamic banking, as 
investing in ventures that are sharia-compliant often have a positive impact on 
society and development. With a varied client base of individuals, smaller companies 
and corporations, we have been able to create a diversified loan portfolio to assist 
more people while minimising associated risks. Transparency and monitoring 
are crucial tools for helping banks protect their investments, and they also help 
institutions measure a variety of aspects of the borrower in order to provide tailored 
financial support to the widest possible base. 

Bank Nizwa works to align its culture, strategy, products and services with Vision 
2040; environmental, social and governance objectives; and the UN’s Sustainable 
Development Goals. Green and social finance are key aspects of these commitments, 
as they encourage sustainability and create long-term investment opportunities. 

Khaled Al Kayed,
CEO, Bank Nizwa

“

“The industry adopted a more 
prudent risk management 
approach, diversified asset 
portfolios and enhanced 

operations systems in 
response to the pandemic
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Reinvention
Digital payments will continue to 
experience high growth, as the 
pandemic has accelerated digital 
transformation across society 

Islamic banking will claim a greater 
share of Oman’s banking assets in 
response to rising demand 

Green and social finance are key 
tenants of a sustainable growth 
strategy in the financial sector

Growth is expected to accelerate 
in 2022 as economic and revenue 
diversification efforts gather pace

Downstream manufacturing and 
the digital economy offer promising 
investment potential 

Private consumption is projected to pick 
up amid improving sentiment as the 
vaccine rollout progresses 

RecoveryResponse
Oman kept Covid-19 cases relatively 
low thanks partly to targeted 
containment measures

The government and Central Bank of 
Oman have actively intervened in the 
economy to maintain stability 

While asset quality and earnings 
dipped, Oman’s banks have maintained 
healthy liquidity buffers 

Although still largely reliant on 
hydrocarbons, Oman was accelerating 
diversification efforts when the 
pandemic hit

Oman benefitted from a robust 
public health system and favourable 
demographics

The banking sector was relatively 
well capitalised thanks to 
stringent regulatory efforts   

Resilience
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The pandemic highlighted the need for Oman to 
accelerate economic diversification efforts in 
order to strengthen its resilience against future 
shocks and disperse risk across a range of 
productive sectors. In line with Vision 2040 and 
the 2020-24 Medium Term Fiscal Plan, concerted 
efforts are needed to capitalise on investor 
interest and future demand in downstream 
manufacturing, digital industries and tourism.

The prospects for Islamic banking remain bright 
in Oman, with Bank Nizwa – the country’s largest 
provider by assets – outperforming the market 
in all major indicators in 2020. With favourable 
demographics, regulatory support and a growing 
appetite for alternative financing, Islamic banks 
are expected to claim a greater market share in 
the economic recovery phase. 

Oman’s banking sector has remained relatively 
stable throughout the health and economic 
crisis. While asset quality has deteriorated and 
loan risks have increased, liquidity remains 
strong and banks continue to perform well in 
stress test scenarios, with the Central Bank of 
Oman and other government entities providing 
added support for borrowers.

Oman’s fiscal balance and current account 
balance have been severely impacted by the 
drop in hydrocarbons exports, as well as the 
specialised and recurrent expenditure that 
was necessary to deal with the fallout of the 
crisis. As a result, policymakers have been 
considering bold measures to strengthen 
public finances, including the GCC’s first 
personal income tax on high earners.

Years of sustained investment in the public 
health care system meant that Oman was 
relatively well equipped to cope with the 
sudden demands of a medical crisis. In addition 
to a robust health ecosystem, targeted 
containment measures and a young population 
ensured that Oman’s hospitals did not become 
overwhelmed by an influx of Covid-19 patients. 

Oman’s economy was overly reliant on 
hydrocarbons when the pandemic began, 
creating fiscal pressures as demand and prices 
fell. However, concerted efforts towards 
diversification and private sector development 
were already gathering pace, and the country 
was able to rely on a well-capitalised and 
regulated financial services system to maintain 
macroeconomic stability. 
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