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Emirates Development Bank (EDB) was established 
to financially enable the development of the UAE 
economy to chart a more sustainable path to the 
future. The Bank’s mission is to foster a healthy, 
sustainable, and self-reliant economy by providing 
financing solutions to SMEs and corporates based in 
the UAE and engaged in any of its five strategic priority 
sectors – manufacturing, food security, healthcare, 
renewables, and advanced technology.

EDB sets itself apart by filling critical lending gaps in 
the UAE through its willingness to support strategic 
projects. Given its developmental mandate, the Bank 
offers patient debt and favourable financing terms to its 
target clients. Apart from providing direct and indirect 
financing solutions, the Bank supports the start-ups 
and SME/s through its digital banking products along 
with its educational and mentoring programs.

EDB ensures that it builds and maintains productive 
partnerships with its relevant stakeholders including 
government ministries, GREs, industrial and free 
zones, and commercial banks. The Bank’s employees 
are united by the shared desire to develop the UAE 
economy, a goal which is embedded in every aspect  
of their work.

EDB sets itself apart by filling critical lending 
gaps in the UAE through its willingness to 
support strategic projects.

8        Emirates Development Bank

The UAE is a pioneering and forward-
thinking nation that thrives on national 
development and international cooperation 
whilst retaining its own unique heritage  
and culture. Today it is seen as a beacon that 
serves as an example for other countries in 
the region and other parts of the world.  

About Us
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VISION
EDB’s vision is to support 
the UAE’s economic 
diversification agenda by 
enabling individuals, SMEs 
and corporates in priority 
industrial sectors, while 
promoting innovative 
technologies to build a 
knowledge-based economy.

MISSION
Our mission is to maximize 
our economic impact on 
the economy of the UAE. 
EDB is set to become a key 
engine for growth of the 
UAE’s economy through 
contribution to non-oil 
GDP, increase of national 
employment rates, and in-
country value generation.

OBJECTIVES
•	 Support and empower 

the implementation of 
the country’s industrial 
development strategy

•	 Facilitate the adoption  
of advanced technology

•	 Empower the growth of SMEs

•	 Encourage start-ups and 
innovation
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At a Glance

Since the launch of its new strategy: 

Created 17,000+   
jobs within the industrial sector

Contributed AED 4.4 billion 
to the UAE’s GDP

249
Number of employees

100%
owned by the UAE  
Federal Government

AA-   
Stable 
Fitch Rating –  
S&P Global

New 
strategy 
launched in April 2021

10        Emirates Development Bank

600+
new customers acquired, 
32 roadshows/CEO round-
tables in 2023 and 48 
marketing events

 

Renewables 
to our priority sectors 
for financing with new 
product offering of Solar 
Energy Financing

Supported
industrial SMEs through 
a diversity of financing 
solutions 

Added 



Financial
Highlights

AED
6bn

Total Equity 

AED
17.1bn
Total Assets 

AED
329mn

Net Profit 

AED
8.9bn

Total 
Financing 
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Year in Review
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February 
UAE introduces new  
financing solutions for 
defense industries

June
EDB enhances partnership 
with ADDED’s Industrial 
Development Bureau (IDB) at 
Make It in the Emirates Forum

EDB launches UAE’s first-
of-its-kind AgriTech Loans 
Program; reveals AED 100 
million financing support 
for the UAE’s food security 
sector

EDB receives Bronze award 
for ‘Best Expression of a 
Brand on Social Media’ at 
Transform Awards MEA 2023

01 02 03 04 05 06

April 
EDB partners with UAE 
Ministry of Economy in 
support of food security

EDB and Emirates Islamic 
to collaborate on credit 
guarantee scheme 
supporting SMEs in the UAE

March
EDB awarded ‘Best 
Customer Experience 
Digital Platform’ at 
Middle East Banking AI & 
Analytics Summit

January 
EDB and Abu Dhabi Global 
Market to partner on 
supportive initiatives for 
business establishment  
and expansion

May 
EDB reveals commitment 
to financing UAE 
renewables sector

EDB joins IRENA’s 
Alliance for Industry 
Decarbonization

EDB named ‘MENA SME 
Bank of the Year’ at MEED 
MENA Banking Excellence 
Awards

S&P affirms Emirates 
Development Bank’s 
‘AA-’ Credit Rating with 
Stable Outlook

EDB Signs MoU with 
Paraguay’s Development 
Finance Agency to Boost 
Collaboration

EDB unveils AED 424 
million in financing deals 
at Make It in the Emirates 
Forum
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September
EDB unveils bespoke 
Solar Energy Financing 
Program
EDB showcases AgriTech 
Financing Solutions to 
enhance UAE’s food 
security at 4th Global 
Vertical Framing Show
EDB participates in Ru’ya 
- Careers UAE Redefined 
2023; supports Emirati 
Youth Growth
EDB underlines 
commitment to UAE food 
security at fifth annual 
Future Food Forum

July 
EDB wins International 
Finance award for ‘Best 
Regional Development Bank’

August 
EDB launches Supply Chain 
Financing for SMEs with  
Trade Capital Partners

October 
At ADIPEC 2023, EDB 
presents financing solutions 
to drive green transition in 
the industrial sector

EDB supports food security 
with over AED 721 million 
under its five-year strategy

EDB wins Silver in 
2023 Qorus-Accenture 
International Awards

December
EDB successfully contributes 
to delivering an action-driven 
COP28

EDB’s stand at COP28 
features ‘The Lost Camel’ 
innovative project

At Organic and Natural 
Products Expo Dubai, EDB 
shows financing support for 
manufacturing of sustainable 
products in the UAE

November 
EDB to showcase 
innovative food and 
agritech financing 
solutions at Gulfood 
Manufacturing

Concluding successful 
participation; EDB 
underscores commitment 

to growing UAE’s solar 
power market a WETEX 
and Dubai Solar Show

EDB commits AED 1.3 
billion finance under 
IRENA’s Energy Transition 
Accelerator Financing 
Platform

07 08 09 10 11 12
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Chairman’s
Message
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The UAE leadership’s directives 
and visionary outlook in 2023 were 
instrumental in bolstering the national 
economic diversification and industrial 
agenda. EDB’s expanded financing 
activities, diverse services and 
financing solutions for both mSMEs 
and large corporates have resulted 
in unprecedented levels of financing, 
significant contributions to national non-
oil GDP and the creation of numerous jobs 
within the sectors it serves.

Three years ago, EDB embarked on an ambitious 
strategy to propel the UAE’s industrial growth, 
support SMEs, and cultivate a culture of innovation 
and entrepreneurship. By 2026, EDB aims to 
approve AED 30 billion to support more than 13,500 
companies, catalyzing a substantial AED 10 billion 
contribution to the national non-oil GDP.

In 2023, the Bank continued to make great progress 
reflected in outstanding financial performance. The 
Bank’s focus on delivering against its long-term 
strategy has led to a substantial acceleration in 
industrial financing, bringing the total financing since 
the launch of its strategy in 2021 to AED 8.9 billion. 

The flexible financing programs we offer at EDB to 
assist businesses of varying scales have been pivotal 
in driving the UAE’s sustainable economic growth 
and diversification. Additionally, those programs 
have facilitated the rapid adoption of advanced 
technologies and artificial intelligence (AI)  across 
multiple industries.

The Bank forges ahead with certainty and dedication 
to accomplish its objectives, support national 
development plans, and shape a robust, resilient 
and sustainable economy. Coinciding with the Year 
of Sustainability in the UAE and the year the nation 
hosted the 28th Conference of the Parties to the UN 
Framework Convention on Climate Change (COP28), 
EDB launched Renewables as one of its priority 
sectors for financing in 2023.

With the Year of Sustainability extended into 2024, 
EDB is anticipated to actively contribute to the 
country’s climate action agenda, extending its 
commitment to financing sustainable and renewable 
energy projects as well as technologies aligned with 
the national development priorities.

To conclude, I would like to express my gratitude 
to the EDB Board of Directors for their strategic 
guidance, EDB’s dedicated employees for their 
unwavering commitment which contributed 
significantly to our exceptional financial performance, 
to our valued partners in the financial ecosystem 
for their collaborative efforts, and most notably our 
customers for trusting EDB and being a driving force 
behind the UAE’s economic diversification, boosting 
competitiveness, and supporting sustainable 
economic and social development initiatives and 
plans across our country.

HE Dr Sultan Ahmed Al Jaber  
Chairman

In 2023, the Bank continued to 
make great progress reflected 
in outstanding financial 
performance. 
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Emirates Development Bank (EDB) 
witnessed another successful year, 
working closely with all our key 
stakeholders to achieve records in total 
industrial loans, and tremendous results 
in both the Bank’s contribution to GDP and 
job creation. 

The Micro, Small and Medium Enterprises division 
(mSMEs) delivered exceptional outcomes. The 
division achieved an 81% increase in financing to 
mSMEs totaling AED 3.5 billion, which underlines 
our commitment to nurturing the backbone of our 
economy. Total indirect financing through the Bank’s 
Credit Guarantee Scheme with partner banks reached 
AED 1.3 billion, enhancing access to capital for SMEs. 

The Wholesale and Institutional Banking division 
delivered strong results across internal operations 
and external delivery of services to customers. These 
results included sustained strength in financing, the 
introduction of new products, and the expansion of the 
team. 

In line with the UAE’s Year of Sustainability in 2023, 
EDB introduced two new products, each with planned 
financing up to AED 100 million, to further support 
the energy transition and food security goals. The 
Solar Energy Financing product offers mSMEs up to 
AED 5 million to install solar energy infrastructure. 
The AgriTech Loans Program, the first of its kind in the 
UAE, not only fosters a more sustainable food supply 
chain through domestic production, but also supports 
the National Food Security Strategy 2051. The new 
products reflect the Bank’s deep understanding of the 
UAE’s market requirements and industrial strategies as 
well as its alignment with the bigger UAE sustainable 
development agenda. 

In developmental terms, EDB delivered a total industrial 
GDP impact of AED 4.4 billion, an 89% YoY increase. 
Meanwhile, our impact on job creation rose by 85% 
YoY to over 17,000 jobs. This is in line with the goals 
of the UAE’s Industrial Strategy, which aims to boost 
the industrial sector’s contribution to GDP to AED 300 
billion by 2031.

EDB was named the “Best Regional Development Bank” 
at the 2023 International Finance Awards, a testament 
to our innovative financing solutions to support 
economic development. 

During 2023, 103 new employees joined EDB, a 25% 
increase YoY bringing our total headcount to 249 at the 
end of the year.

We enter 2024 with an optimistic agenda that builds on 
the accomplishments of 2023 and moves us forward to 
achieve AED 7.5 billion in financing during 2024. 

In 2024, we aim to expand cash management 
solutions, enhance trade finance offerings, ramp up 
private sector lending, and attract an increasing volume 
of foreign direct investment (FDI). 

To conclude, I would like to extend my gratitude to the 
EDB Board of Directors and the entire EDB team for 
another successful year. We look forward to continuing 
to enhance our products and services to ensure our 
customers are positioned even better to drive the 
diversification, resilience, and sustainability of the UAE 
economy.

HE Ahmed Mohamed Al Naqbi
Chief Executive Officer

 

CEO’s
Message
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In line with the UAE’s Year of Sustainability 
in 2023, EDB introduced two new products, 
each with planned financing up to AED 
100 million, to further support the energy 
transition and food security goals. 
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Our Core 
Values

Drive economic 
impact over profit

Inspire others 
with ambition

Excel through 
partnerships

Live a culture  
of respect

Deliver innovative 
excellence

1

4

2

5

3

EDB’s positioning revolves around its differentiating purpose 
that sets it apart from commercial banks and financial entities: 
Economic impact over financial returns. Through a culture of 
respect and partnership, we impact the sustainable economic 
growth of the UAE. We will be ambitious as we deliver with 
excellence for our clients and staff.
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5 Key 
Sectors

1. 2.

EDB’s Strategic Objectives and Focus Sectors:

A key financial engine to enable 
& empower the country’s 
implementation of industrial 
development strategy

Focuses on five prority  
industrial sectors

Manufacturing

•	 Petrochemicals

•	 Plastics

•	 Metal fabrication

•	 Machinery

•	 Electrical equipment

Illustrative list  
of sub-sectors 
(non-exhaustive)

Food Security

•	 Agriculture

•	� Fisheries &  
aquaculture

Our
Strategy

22        Emirates Development Bank
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5 Key 
Sectors

3. 4.

2023 Strategy Update

The year 2023 was the second year in the Bank’s five-year strategy to focus its work as a 
key financial engine of economic development and industrial advancement across the UAE.  
The Bank recorded a net profit of AED 329 million, partly attributable to the addition of 
over 600 new customers. During the year, total industrial financing reached AED 8.9 billion, 
marking an impressive 88% increase compared to 2022. This contributed to an 89% year-
on-year increase in industrial GDP impact, while industrial job creation experienced an 85% 
increase.  

TechnologyHealthcare

•	 Software

•	 IT Services

•	� Hardware, storage  
& peripherical

•	 Semiconductors

•	 Education tech

•	 Pharmaceuticals

•	 Biotechnology

•	 Medical equipment

•	 Hospital services

Raise the Bank’s contribution to the 
national GDP by AED 10bn+ in 2026 
from AED 950mn in 2020

Position the UAE as a key industrial 
hub for local and global businesses 
looking to set or expand their 
operations

Renewables

•	 Power Renwables

•	 Solar, wind, tidal energy,
	 hydroelectric
• 	 Bio-fuel energy
•	 Renewable energy 		
	 equipment
•	 Renewable energy 		
	 technology

O
verview

Strategic Review
B

usiness Review
G

overnance
Financials

Annual Report 2023        23



24        Emirates Development Bank

Our Strategy (continued)
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Strong progress was made across all its core goals, 
while new changes introduced during the year reinforce 
progress toward the 2026 objectives. During 2023, the 
Bank identified and acted on four strategic initiatives: 
1) focus on the private sector, 2) expand collaboration 
with banks and other entities, 3) serve customers with 
new products, and 4) add renewable energy as one the 
Bank’s five priority sectors.

Private sector 
The Bank set an ambitious target for private sector 
lending, particularly industrial finance. By working closely 
with customers to understand their requirements, the 
Bank successfully approved AED 3.7 billion in financing 
across both Wholesale and Institutional Banking (WIB), 
and Micro, Small and Medium Enterprise (mSME) 
Banking during 2023. This focus on the private sector 
included joint venture companies with a mix of private 
and government-related entity ownership.

AED 8.9 billion
More broadly, total bank-wide cumulative financing 
rose to nearly AED 8.9 billion during 2022 and 2023, 
including AED 3.5 billion to mSME customers, AED 
4.0 billion to WIB customers, and AED 1.3 billion via 
partner banks through the credit guarantee scheme. 
What’s more, the fourth quarter was the strongest of 
the year, with financing reaching above AED 2 billion, 
115% of the quarter’s target and creating momentum 
for a strong 2024.
 
A new focus on renewables
In 2023, the bank’s strategic sectors were updated with 
the addition of renewables. Implemented to support 
this strategic sector, the addition of renewables aligns 
with EDB’s industrial priorities and those of the UAE 
government. The full range of renewable technologies, 
including solar, wind, tidal, and hydroelectric, as 
well as the development of biofuel energy and the 
procurement, production, and development of all types 
of renewable energy equipment and technologies, will 
be eligible for financing.

New products
Reflecting not only the Bank’s deep understanding 
of market requirements and its commitment to 
addressing key priorities of UAE industrial strategy, 
five products across the spectrum were introduced, 
including two directly relevant to sustainability. 
Together, these five represent more than AED 500 
million in lending.

Solar Energy Financing product supports the renewable 
energy sector, particularly solar power by offering 
medium- and long-term loans and working capital 
of up to AED 5 million to micro, small, and medium 
enterprises (mSMEs) looking to install solar energy 
infrastructure. This includes capital expense financing 
for solar panels, and greenfield and brownfield 
structured project financing for other renewable 
energy sources, enabling the development of larger-
scale clean energy initiatives. As well, approved solar 
panel contractors can access EDB’s receivable finance 
solution.

On another hand, the introduction of the AgriTech 
Loans Program – the first loan product targeted to 
the agriculture sector in the UAE – not only fosters a 
more sustainable food supply chain through domestic 
production, but it also supports the National Food 
Security Strategy 2051, which seeks to put the UAE at 
the top of the Global Food Security Index by 2051. 

The program is designed for farmers, technology 
and equipment providers, and others involved in 
agricultural fields. It provides both greenfield and 
brownfield project financing, working capital, capital 
expenditure financing, and medium-term loans of up to 
AED 5 million and tenors up to 10 years.

The Bank also launched three additional products, 
including AED 300 million in co-lending, AED 100 
million in portfolio guarantees, and AED 10 million in 
supply chain financing.
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Collaboration
The Bank’s second priority area, collaboration, 
delivered key results, particularly via indirect 
financing through its credit guarantee scheme. 
During 2022 and 2023, indirect loans reached nearly 
1.3 billion, up 65% from last year, resulting in the 
Bank crossing a key milestone – with more than AED 
1 billion in indirect financing deployed since inception 
of the credit guarantee program. The Bank signed 
agreements with several additional banks, expanding 
its list of strategic partners. 

The Bank also launched its syndication desk, opening 
the way to faster deployment and access to a much 
larger market through participation in deals that 
often are led by other banks.

Other areas of collaboration included the signing 
of a number of memoranda of understanding with 
industrial zones, chambers of commerce and  
economic departments across the UAE. By the end of 
2023, EDB had successfully forged partnerships with 
24 entities. It also organized 32 roadshows and CEO 
roundtables, and participated in more than 48  
industry events. 

EDB Connect 
The Bank also launched a new series of forums called 
“EDB Connect.” To be held across all seven emirates 
on a regular basis, the initiative aims to foster 
collaboration among government entities and private 
sector companies in support of the UAE’s national 
economic growth and diversification goals. 

The inaugural event was held in Dubai in 
collaboration with the “Make it in the Emirates” 
initiative of the Ministry of Industry and Advanced 
Technology (MoIAT). Under the theme: “Financing 
for Development: Enabling Dubai’s D33 Ambitions,” 
the one-day event brought together government 
representatives, industry stakeholders and 
prominent business leaders from the banking 
sector to discuss the latest industry trends and 
opportunities undertaken for sustainable economic 
development in Dubai.

This extensive series of agreements and events 
supports the Bank’s deployment goals by raising 
awareness of its offerings among SMEs and large 
corporates operating in these industrial zones or 
participating in chambers of commerce or economic 
department events and platforms. In fact, more  
than AED 600 million in loans came through  
partner referrals.

Strategic Partners
Ministry of Industry & Advanced Technology
Ministry of Economy
Ministry of Climate & Environment
Abu Dhabi Department of Economic Development
Abu Dhabi Industrial Department Bureau
Department of Agriculture & Livestock 
Ajman Department of Economic Development
Fujairah Department of Industry & Economy
Dubai Municipality
Fujairah Municipality
Abu Dhabi Exports Office
Abu Dhabi Fund for Development
Abu Dhabi Investment Office
Sharjah Investment and Development Authority
Dubai Healthcare City Authority 
Dubai Silicon Oasis Authority
Expo City Dubai
Abu Dhabi Port (KEZAD / Zonecorp)
Abu Dhabi Global Market
Masdar City Free Zone 
Abu Dhabi Airport Free Zone Authority
Dubai Airport Free Zone Authority
JAFZA 
Jebel Ali Free Zone
Ajman Freezone
Hamriyah FZA
RAK Economic Zone 
Umm Al Quwain Free Trade Zone
Fujairah Free Zone
Abu Dhabi Chamber of Commerce & Industry
Ajman Chamber of Commerce & Industry
Sharjah Chamber of Commerce & Industry
RAK Chamber
Dubai Industrial City
Dubai Science Park 
Tawazun Industrial Park
National Industries Park 
Sharjah Research Technology and Innovation Park 
Abu Dhabi Waste Management Company 
ADNOC- ICV 
Abu Dhabi Businesswomen Council 
Khalifa Fund 
Dubai Industries & Exports
Sharjah Entrepreneurship Center
Invest in Sharjah 
Food Tech Valley
Hub71
Ruwad



Our Strategy (continued)

•	  

The Year Ahead
Following a deep market review, the Bank is entering 
2024 with a clear agenda that both build on the 
accomplishments of 2023 and move the bank forward 
toward its five-year goals. This includes setting a high 
target for financing of AED 7.5 billion. Four strategic 
initiatives will guide EDB’s actions during the year: 1) 
build cash management solutions, 2) enhance trade 
finance offerings, 3) ramp up private sector lending, 
and 4) attract an increasing volume of foreign direct 
investment (FDI).

Several approaches will be taken to enhance cash 
management. These include building and enhancing 
the Bank’s digital infrastructure that will support an 
enhanced customer experience through platforms 
such as internet banking, a new debit card facility, 
and international payment solutions. Other cash 
management developments coming in 2024 include 

Awards and Recognitions
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Best Regional 
Development 

Bank 

INTERNATIONAL  
FINANCE

MENA  
SME Bank  
of the Year 

MEED  
AWARDS

Best Customer  
Experience 

 Digital Platform 

MIDDLE EAST 
BANKING  

AI & ANALYTICS 
SUMMIT

Best  
Expression  
of a Brand  

on Social Media 

TRANSFORM  
AWARDS MEA

Most  
Sustainable 

Financing Solutions 
to SMEs UAE 2023 

WORLD BUSINESS 
OUTLOOK

Silver ESG  
Award for EDB 
Business Lab 

QORUS REINVENTION 
AWARDS - MEA 2023



Key Priorities for EDB’s Development Financing Solutions

UAE Operations	

Financing investments 
located in the UAE

High-skill job creation

Local content

Import substitution

Export promotion

Investment in advanced 
technology

Emphasis on business 
expansion and investments  
in productive assets  
(e.g., Capex financing)

Enhancing the bankability  
of underbanked SMEs

Contribution to UAE Economy Positioned within EDB Financing

introducing more solutions such as overdraft facilities.
To provide a more complete end-to-end customer 
offering, the Bank will expand its trade finance  
suite of products, including various letters of  
credit products and trust receipts. Additionally, EDB 
will continue to deepen its private sector penetration 
by adding several new products that are particularly 
attractive to these customers. 

To encourage further Foreign Direct Investment  
inflows, the Bank is developing a range of offerings 
specialized to address the needs of both established 

companies with a demonstrable UAE or regional track 
record, and those that are new to the market.
In alignment with EDB’s sustainability commitments 
and the UAE’s sustainability goals, the Bank will 
build on the partnership announced in May with the 
International Renewable Energy Agency (IRENA) and 
the Energy Transition Accelerator Financing (ETAF) 
platform the Bank joined in November 2023. During 
2024, EDB will begin to deploy the up to AED 1.3 billion 
it committed to finance renewable energy projects 
recommended by IRENA.
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EDB’s Impact

EDB is tasked with providing patient and competitively priced financing in support of the 
UAE’s economic growth and industrial development. The Bank is identified as a major 
enabler of Operation 300bn, which is the Ministry of Industry and Advanced Technology’s 
comprehensive plan for developing the UAE’s industrial sector and growing the national 
economy. 

Doubling Down
The Bank’s registered total industrial GDP impact of AED 4.4 billion over the past two years, with the impact 
generated in 2023 exceeding the strong results of the prior year. Likewise, job creation in 2023 exceeded the 
large gains in 2022, resulting in net industrial job creation of 17,000+. These numbers reflect the higher Economic 
Development Score, which rose to a cumulative two-year total of 3.8, nearly 6% higher than the prior year’s score.

‘Economic Impact’ Conversations
During the year, the Bank launched an innovative customer engagement and knowledge platform through an 
ongoing series of “Economic Impact” podcasts hosted by CEO HE Ahmed Mohamed Al Naqbi. Through interviews 
with Bank customers and partners, listeners and viewers gain a deeper insight into the industrial ecosystem in the 
UAE, the experience of companies, the institutional resources available to SMEs, and some of the challenges and 
opportunities they experience.

EDB’s Development Impact Scorecard
At EDB, as part of the assessment process, 
every loan is evaluated through the Bank’s 
proprietary ‘Development Impact Scorecard.’ 
The tool measures more than 20 quantitative 
and qualitative factors regarding each loan’s 
potential impact on economic development. 

Qualitative criteria include whether the 
project is a greenfield development, includes 
local procurement, has UAE national owner-
ship, or creates new business for local SMEs. 
Quantitative criteria include the number of 
high-skilled jobs created and percent private 
sector ownership.
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on the Economy

Sector

Financing required

Investment in advanced technology

Jobs created

Creation of new sector/product in UAE

                   # of banks ready to lend

UAE National ownership

General criteria

Specific criteria – SMEs 

Specific criteria – Large Caps
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Segment Project nature

Export promotion ICV score

Greenfield End usage in advanced 
technology

High skill jobs Presence in multiple Emirates

Local procurement Moving from other country

                   # of banks ready to lend % of private sector shareholding

Public utility related Create secondary business for 
SMEs within EDB’s priority sector

Developmental impact 
 scoring scale

1

2

3

4

5
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In 2023, the Micro, Small and Medium 
Enterprises division (mSME) delivered 
exceptional results across all its key 
performance indicators, encompassing 
developmental impact score, GDP impact 
and new job creation. It spearheaded the 
introduction of strategic new offerings 
in the Renewables and Agritech sectors, 
while also forging stronger alliances with 
UAE banks to introduce an innovative club 
deal financing option for its clientele.

mSMEs provided customers across all five focus 
areas with a full portfolio of lending facility (direct 
and indirect), including greenfield and brownfield 
project finance, long-term CAPEX finance, trade 
finance, and credit guarantees, as well as specialized 
financing solutions in advanced technology adoption 
finance, digitalization finance, and renewable power 
and energy efficiency finance. The objective, akin to 
that of the Bank as a whole, is to facilitate companies 
in optimizing their operational efficiency, thereby 
bolstering their contribution to the overarching 
national economic development objectives.

Performance 
In 2023, there was a massive 81% growth in mSME 
financing to a record AED 3.52 billion. Mid-cap lending 
was particularly strong, achieving a 26% increase in 
financing.

In 2023, mSME approved AED 1.6 billion in direct 
financing – meeting its 2023 target – and AED 506 
million in indirect financing through EDB’s credit 
guarantee scheme with partner commercial banks for 
small and mid-cap companies. In 2023, the scheme 
was enhanced to support these borrowers with  

larger loan amounts and longer tenures. As well,  
a new portfolio guarantee scheme was introduced  
to support small microloan product portfolios.

Supporting Sustainability
The theme of sustainability runs through all the 
division’s accomplishments, as the Bank aligned  
with the UAE “Year of Sustainability” in 2023 and  
the successful hosting of COP28 in Dubai. Not only 
did the division finance several renewable energy 
projects to support customers’ renewable energy  
and sustainability projects, but it also introduced  
the new Solar Energy Financing solution. 

This product provides up to 100% financing of the 
project value with a loan tenor of up to eight years  
for the purchase and installation of solar panels. 
Other features include a six-month grace period  
and medium- to long-term loan amounts up to  
AED 5 million.

Also, during the year, in support of the UAE-led 
“COP28 Food and Agriculture Agenda” and the UAE’s 
“National Food Security Strategy 2051”, the Bank’s 
AgriTech Loans Program and financing solutions was 
met with great interest. It provides much-needed 
financing support to SMEs and start-ups operating 
within the farming sector and related industries.

Committing AED 100 million in financing support to 
the country’s vital food security sector, the program 
offers green-and brownfield project financing, CAPEX 
and working capital financing, and medium-term 
loans or working capital amounts of up to AED 5 
million and up to 90% project financing. The new 
product aims to empower farms, local growers and 
food suppliers by supporting their adaptation and 
modernization efforts.
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In 2023, there was  
a massive 81% growth  

in mSME financing to  
a record AED 3.52 billion.  

Mid-cap lending was 
particularly strong,  

achieving a 26%  
increase in financing.
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mSMEs (continued)

Growing Portfolio
Reflecting its commitment to provide mSMEs with 
the solutions they need to thrive, the Bank added a 
number of products and services, including supply 
chain financing and medical receivables financing, 
letters of credit, US dollar lending, US dollar deposits, 
and access to the UAE’s Monetary Bill (M-Bill) 
alternative to certificates of deposit.

Multi-Lateral Financing
Alongside these new themed products, mSME 
also introduced a new solution for medium-sized 
companies. The new multi-lateral financing program 
committed AED 300 million to help these companies 
access loans with lower pricing, larger financing 
amounts (up to AED 10 million), and longer tenors (up 
to 10 years), each tailored to the distinctive requisites 
of the respective business models.

To enable this, EDB signed agreements with 
several local banks in the country, facilitating these 
multilateral, co-lending and portfolio financing 
options, alongside the existing credit guarantee 
scheme. In all, partnership lending during the year 
exceeded AED 1 billion.

FinTech Developments
As part of its agenda, EDB is looking at supporting 
growth of FinTechs and build a seamless integration 
journey for all customers and FinTechs within its 
ecosystem.

The popular term loan product offered in collaboration 
with peer-to-peer lender Beehive was enhanced to 
allow unsecured loans of up to AED 5 million. Also 
added to the Beehive offering was the Bank’s AgriTech 
and Solar Financing products, as well as invoice 
discounting, working capital and term loan financing.

Reflecting the longer-term vision to offer SME 
customers a range of FinTech solutions on the EDB 
app platform, a new provider, Trade Capital Partners, 
was onboarded during the year. They will offer supply-
chain financing and working capital solutions to SMEs 
in the UAE.

Working on a partnership model, EDB is constantly 
on the lookout for innovative FinTech solutions to 
give a seamless banking experience to customers. 
In the lending space, potential partnerships are 
being explored to enhance the product suite with 
additional direct-financing solutions within priority 
sectors. Additionally, ongoing discussions are 
taking place with multiple service providers to offer 
comprehensive Beyond Banking capabilities to 
customers including money transfers and spend 
management, invoicing, payment acceptance, and 
spend analytics.

Enhancing Customer Service
During the year, the division continued to enhance 
its internal processes to further improve turnaround 
times, a key benefit for customers. By restructuring 
several back-office data processing systems, the 
division was able to speed delivery of various 
services, thereby improving the customer journey and 
ensuring customers could manage accounts more 
efficiently.

Non-Financial Solutions
In addition to providing financing, the Bank also 
continued to support SMEs via a range of non-
financial products and services.

The mSME division remains committed  
to backing FDI in both greenfield and 
brownfield projects within priority sectors.
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The Business Lab
The Business Lab is an online platform that provides 
free essential resources and content to help 
entrepreneurs at various stages of their business 
development. Entrepreneurs can receive practical 
professional tips on credit worthiness and financial 
literacy on how to address common business 
challenges delivered through short films to enhance 
their financial literacy. Business Lab provides 
entrepreneurs and companies at a pre-financing, 
pre-banking stage with financial literacy training and 
advisory to help get them become credit worthy and 
banking ready. 

EDB Business Banking App
The EDB Business Banking App represents the 
division’s increasingly digital-first approach to 
customer empowerment and service. Launched 
in 2021, the app is powered by UAE FinTech Yap. 
Through the Business Banking App, customers can 
complete their applications in seconds, receive a 
bank IBAN number in minutes, and begin transacting 
on their account in as little as 48 hours. The EDB 
Business Banking app also features a lending service 
that allows SMEs to apply for loans of up to AED 5 
million directly through it and receive approval or 
feedback within five days.

The Year Ahead
The year 2024 will mark the third of the bank’s five-
year strategy and will focus on four initiatives. 
These are to build the cash management function 
to support working capital and trade transactions, 
enhancing the trade finance proposition to provide 
end-to-end solutions to customers, developing the 
new FDI proposition and enhancing the private 
sector penetration. These initiatives are designed to 
make it easier for new customers to access EDB’s 

Award Winning
EDB was named the 2023 ‘MENA SME Bank of the 
Year’ at the MEED Banking Excellence Award. The 
Bank was recognized for excellence in providing 
innovative and effective financing solutions to 
SMEs, customer satisfaction, and contribution to 
the development of the SME sector in the region.
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products and services, while also supporting foreign
direct investment (FDI) and fostering private company 
growth within the UAE. 

The mSME division remains committed to backing 
FDI in both greenfield and brownfield projects within 
priority sectors. This support extends specifically 
to ventures aiming to introduce innovative concepts 
or existing businesses seeking commercialization 
opportunities within the UAE market. 

Tech forward
The division will continue to help startups and 
micro-SMEs establish business accounts and 
provide support beyond standard banking services 
and lending solutions. Key to this is enhancing the 
onboarding journey with streamlined processes for a 
superior user experience. 

EDB will connect startups and FinTechs on a seamless 
digital platform through the provision of advanced 
identity verification. Digital e-KYC (Know Your 
Customer) program will also be implemented to 
improve the process.  

A range of new digital services will be offered to 
customers, including e-bill payment, the introduction 
of debit card payment. In addition, value-added 
services such as payroll management and e-invoicing, 
which are part of the digital ecosystem, will be 
provided. 



36        Emirates Development Bank36        Emirates Development Bank

Wholesale and Institutional Banking
The Wholesale and Institutional Banking 
(WIB) division delivered strong results 
during 2023 across both its internal 
operations and external delivery of 
services to customers. This included 
sustained strength in financing, 104%  
of those achieved in the prior year. 

Other achievements included strong economic 
impact numbers, the introduction of new products, 
and the expansion of the team required to manage 
continued customer growth and portfolio product 
expansion. The team achieved its division goals while 
also supporting the bank-wide strategic refocus on 
the private sector and commitment to sustainability 
during 2023, the UAE’s “Year of Sustainability.”

Over the 12-month period ending December 31, 2023, 
the division demonstrated it important impact on the 
national economy by supporting large corporates with 
an annual turnover of more than AED 250 million. This 
resulted in total financing reaching AED 4.1 billion over 
the first two years of the Bank’s five-year strategic 
plan.  This put the division well on the way toward 
supporting the bank-wide target of deploying AED  
30 billion in loans by 2026.

New products
Also during the year, the division continued to expand 
its range of financial services to customers, bringing 
interest rate hedging to its offerings. Interest rate 
swaps help customers manage risks associated with 
swings in interest rates and is just the first in a  
series of new products from WIB over the next 
several years to complement an existing portfolio 
that includes trade solutions such as guarantees and 
letters of credit.
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Expansion 
The WIB team continued to expand during the year, 
more than doubling from 13 professionals at the start 
of 2023 to more than 30 people by the end of the year. 
These hires not only support ongoing Emiratization 
but also reflect the Bank’s sustained commitment to 
developing UAE National expertise in key areas, such 
as project finance and trade finance. 

Fueled by these hires, the division conducted 
preparatory work, such as putting in place robust 
administrative and digital infrastructure, that will 
underlie introduction of new products in the areas of 
cash management and trade finance.

The Year Ahead
In 2024, WIB is focused on executing against the 
Bank’s four strategic initiatives: 1) focus on the private 
sector, 2) expand collaboration with banks and other 
entities, 3) serve customers with new products, 
and 4) add renewable energy as one the Bank’s five 
priority sectors. 

In particular, this includes building on the momentum 
of the past two years to expand services in the area 
of cash management, including overdraft facilities 
and internet banking to speed funds transfers and 
reconciliation, and in trade finance, for products such 
as local and foreign letters of credit, export letters of 
credit, trust receipts, and acceptances.

During the year, the division continued to  
expand its range of financial services to 
customers, bringing interest rate  
hedging to its offerings. 

O
verview

Strategic Review
B

usiness Review
G

overnance
Financials



38        Emirates Development Bank38        Emirates Development Bank

Treasury and Investments
Amidst a volatile interest rate 
environment, the Treasury and 
Investments division performed strongly 
during 2023, effectively managing the 
Bank’s liquidity, its foreign exchange 
positions, and the investment securities 
including other assets and liabilities.

By deriving such strong returns on the investment & 
placement portfolios, the division achieved record-
breaking results in terms of the operating income for 
the bank – including increasing placement income by 
nearly 270% – and overall contribution to profitability, 
while ensuring sufficient liquidity to fuel asset growth.

In addition, the division made further progress in its 
multi-year strategy to grow the Bank’s liabilities and 
diversify its funding sources. This included continuing 
to attract term deposits from corporates, which 
has the added benefit of offering an additional cash 
management solution to Bank’s customers.

Alongside these developments, the division 
continued to act as the custodian of EDB’s cash and 
other liquid assets, while managing a diverse portfolio 
of high-quality assets with the long-term goal of 
achieving strong and sustainable returns. Through 
treasury liabilities products, the division aims to 
obtain long-term, stable deposits at a viable cost to 
fund its assets and develop sustainable long-term 
relationships.

Fixed income
The Bank’s fixed income portfolio delivered expected 
results given its hold-to maturity strategy.  If the Bank 
had adopted a more aggressive tactic, given there 
was a sharp move up in interest rates, that would have 
resulted in substantial P&L volatility through mark-to-
market gyrations.

During the year, Treasury and Investments maintained 
the Bank’s conservative approach to investments 
regarding criteria such as sector, geography, duration 
and rating. This meant that by the end of 2023, more 
than 60% of these instruments were issued in the 
UAE, while the balance originated in the GCC.

Real estate
The division manages two buildings owned by the 
Bank in Dubai along with 191 apartment units in a 
tower in Abu Dhabi plus some vacant plots of land 
across the Emirates.  During 2023, it developed a 
leasing strategy that seeks to maximize annuity 
returns from rental income, raising the occupancy 
level in the apartment units to nearly 90% as a result. 

Governance
Within Treasury and Investments, the Risk Management 
department continued its independent oversight 
of division investments, subjecting all portfolios to 
continuous cyclical monitoring that ensures compliance 
with the Bank’s guidelines and alerts the division when 
rebalancing is required. During monthly reporting to 
the Bank’s Asset and Liability Committee (ALCO), Risk 
Management reviewed criteria such as the valuations, 
composition, tenor, and actual average portfolio credit 
rating for the various portfolios. 

Especially in a dynamic market environment, this 
ongoing review and oversight, ensured the division 
managed its assets and liabilities in line with both 
governance and strategic guidelines.

Supporting Customers
During the year, the division supported Wholesale 
and Institutional Banking, and Micro, Small and 
Medium Enterprises in its offering of risk management 
solutions to customers, including a new 30-year US 
dollar-denominated interest rate swap executed in 
2023.
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The division also expanded the Bank’s collaborations 
with financial institutions by deepening its 
correspondent banking relationships. This is 
preparing the way for a complete dollar clearing 
capability with US banking partners that will position 
the WIB and mSME teams to offer more seamless 
trade finance and cash management solutions in the 
future.

The Year Ahead
The division has set four priorities for 2024 in 
the areas of funding diversification, investment 
optimization, operational efficiency, and ethical 
banking.

Funding diversification
Throughout 2024, the division will continue to diversify 
its funding sources, exploring options such as bilateral 
borrowings, standby and revolving credit facilities, 
plain vanilla or structured repurchase transactions, and 
private placements. 

The goal is to build a diverse portfolio of long- and 
short-term funding instruments that delivers an 
average medium-term tenor that addresses credit risks 
and ensures a reasonable match between assets and 
liabilities.

Investments
Given the forecasted interest rate environment, 
investments will continue to flow to fixed-income 
securities of a longer duration that deliver attractive 
returns. Given the run-up in the value of select 
equity holdings, the Bank anticipates selling some of 
these positions. The Division will continue to boost 
income growth through the active management 
and continued push to increase occupancy of its 
properties.

Funds transfer pricing
Having completed the funds transfer pricing (FTP) 
framework for the asset side of the business during 
2023, in the new year, Treasury and Investments will 
complete the Bank’s FTP setup by adding the liability 
side of the ledger and establishing a funding center 
that will accurately allocate costs and value the 
operations of the customer-facing businesses.

Back-office automation
In anticipation of the broad digitization necessary to 
support the ability of the Bank to scale exponentially, 
the division during 2024 will add further automation 
capabilities. This will include integrating Bloomberg’s 
functionality acquired in 2023 for both, front-office 
and risk management, into EDB’s core internal 
banking system, creating the infrastructure required 
for the ambitious digitization strategy to be 
implemented in coming years.

Sharia-compliant products
The division will support the ongoing expansion of 
the Bank’s product offerings with the development 
of Sharia-compliant solutions that introduce a 
new avenue for expanded trade finance and cash 
management businesses, in areas such as Sharia-
compliant risk management financial instruments.
 

By deriving such strong returns 
on the investment & placement 
portfolios, the division achieved 
record-breaking results in terms of 
the operating income for the bank 
– including increasing placement 
income by nearly 270%.

Exceptional Ratings
The division led the engagement with international 
ratings agencies conducting their assessments 
during 2023. The resulting outcomes saw both 
Fitch and S&P Global Ratings maintain the Bank’s 
AA- credit rating – the only UAE government-
related entity with such high rating, and one of only 
two banks in the UAE and one of three across the 
entire GCC to achieve this rating.

Both agencies included a “Stable” outlook, 
reflecting the Bank’s strong creditworthiness and 
strategic importance to UAE government policy 
and confidence in EDB’s ability to maintain its 
financial stability.
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Support Functions – Operations & IT
In 2023, the Operations & IT department 
provided essential support to the Bank’s 
ongoing five-year strategy and to the 
implementation of key priorities for 2023. 
Examples of this included setting up a 
new Center of Excellence; building out the 
Bank’s operational and IT infrastructure; 
and implementing and upgrading 
processes and procedures to support 
world-class performance and customer 
service.

Center of Excellence
The new Center of Excellence (CoE) was fully staffed 
and operationalized, bringing global best practice 
to all aspects of the Bank’s operations. It has three 
primary functional areas: Service Delivery, Customer 
Experience, and Operational Excellence. Additionally, 
the Enterprise PMO (project management office) 
operates independently, managing all projects within 
the bank, utilizing best-practice project management 
approaches.

The Service Delivery function focuses on issues 
such as process flow improvements and reducing 
turnaround times. Customer Experience looks at 
enhancing the experience of EDB customers, both 
reactively, based on complaints and surveys, and 
proactively, based on introducing new industry-
leading elements that benefit customers. Operational 
Excellence audits reports, looks for ways to reduce 
redundancies, eliminates bottlenecks from workflows, 
and improves document management for all back-
office and customer-facing processes. 

Other areas of CoE involvement include the 
development of service level agreements between 
back-office functions on one hand and the WIB and 
mSME businesses on the other.

Digital Transformation
During 2023, the Operations & IT department 
made significant progress implementing the IT 
infrastructure that will underpin an important 
strategic offering to SME customers: SME Digital 
Ecosystem designing. This work will include 
developing a “middle layer” on top of the modern, 
high-performing Digital Core Banking system 
deployed in 2021. The middle layer would facilitate 
FinTechs and other service providers to API integrate 
into our Digital Ecosystem.This will support the Bank’s 
strategy to provide customers with a wide range of 
business-support applications accessed directly from 
EDB’s digital platforms.

Two already operational examples of this include 
the EDB Business Banking App in collaboration with 
a FinTechs (YAP), which allows UAE-based SMEs 
to complete their account applications in seconds, 
receive a bank IBAN number in minutes, and begin 
transacting on their account in as little as 48 
hours. Another example is Beehive, a UAE-based 
crowdfunding platform that provides SMEs with an 
innovative form of finance.

Operations Committee
During the year, the department also established 
an Operations Committee comprised of mid-level 
leaders from across the organization. Meeting 
weekly, this group addresses and resolves issues 
arising from the implementation of Bank projects 
and initiatives, in areas such as policies, procedures, 
workflows or otherwise. By creating greater 
transparency and accountability through weekly 
face-to-face interaction, the committee has reduced 
turnaround times and embedded a results-oriented 
mindset across the Bank with greater collaboration of 
stakeholders.
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IT: Performance and Security
Having deployed the Bank’s advanced Digital Core 
Banking system in 2021, Operations pursued a 
massive enhancement and upgrade to the IT function 
during 2023, in part by building the IT team from 17 
people at the start of the year to nearly 30 by year’s 
end. These professionals have brought a range of 
expertise, from cybersecurity to systems integration 
and beyond. 

As well, during the year, the department worked with 
the service provider who supplies the Core Banking 
System to conduct a “health check” on the IT system 
to optimize its efficiency, performance and resilience. 

In the area of IT risk management, the department 
conducted a disaster recovery simulation that 
involved a controlled process of bringing down all key 
Bank systems and infrastructure. It then moved into 
disaster recovery mode and successfully brought 
the systems back online – demonstrating that the 
organization is ready for any such potentiality.

Addressing another evolving risk, the department 
worked with an outside cybersecurity consultant, to 
conduct a full assessment of the Bank’s entire IT and 
network infrastructure, identifying areas for security 
improvement and ensuring a strong and multilayered 
cyber defense posture. 
 

The Year Ahead
In support of the Bank’s four strategic priorities for 
2024, the CoE within Operations has established four 
working groups with managers drawn from across 
the Bank to both define and document policies, 
procedures and workflows required to operationalize 
each strategic initiative in an effective and efficient 
manner.

Also, during 2024, Operations will complete the back-
office IT infrastructure development for the EDB app 
platform, thereby enabling full implementation of the 
Bank’s SME business ecosystem. This will allow for 
the launch of multiple apps on the platform during 
the year, creating a nearly seamless experience for 
Bank customers seeking additional financial and 
non-financial services. Types of services that could 
be offered on the platform include tax management, 
human resources management, and customer 
relationship management.

Other priorities for the coming year in the IT arena 
include development of a cloud strategy that will 
evaluate whether to move the Bank’s data center 
hosting from its current physical on-premises setup 
to a public, private or hybrid cloud – assessing the 
impact of each option in areas such as customer 
experience, operating efficiency, cost, security, and 
resilience. 

Embracing Emiratization
Through a deliberate, sustained and committed 
approach, the Operations department has achieved 
nearly 40% Emiratization among its employees, 
meeting industry and EDB benchmarks. This has 
been achieved by attracting, hiring and promoting 
dedicated, high-caliber UAE nationals. Examples 
of this include filling the entire three-person staff 
of the new CoE with Emiratis, as well as appointing 
Emiratis to senior roles leading the IT and 
Governance sections.
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Support Functions – Our People
The Human Resources department worked 
throughout the year to not only grow 
the most vital enabler of Bank success – 
its talent – through various acquisition 
activities, but also to retain and develop 
this skilled and experienced staff already 
helping the organization drive the nation’s 
industrial development goals. These 
latter goals were achieved through talent 
development, diversity and inclusion, 
wellness and engagement activities.

During 2023, HR again broke its record for new hires, 
with 103 highly skilled professionals joining the Bank, 
a 23% increase over last year’s 84 new personnel, 
resulting in a total headcount of 249 employees at the 
end of 2023. 

This growth was achieved through a range of outreach 
activities, including participation in ‘Ru’ya - Careers 
UAE Redefined 2023,’ the leading recruitment and 
training exhibition for Emirati youth. The event 
provided the opportunity to connect with aspiring 
young Emiratis and foster their interest in finance.

Other outreach activities included participating 
in career fairs at both UAE University and Zayed 
University. At these events, HR representatives met 
face-to-face with young UAE nationals and explained 
to them the opportunities of working at EDB and 
encourage them to consider careers in financial 
services. The talent acquisition function worked also 
in enhancing and developing the team knowledge 
and experience by onboarding talented talent 
acquisition professionals during 2023 and building 
new partnerships with different lead parties within 
the industry that will support attracting and hiring the 
top talented professionals that will contribute in EDB 
growth and transformation agenda.

Employee Engagement
Employee engagement is a cornerstone of our 
HR strategy at EDB, recognizing its pivotal role in 
fostering a positive workplace culture and enhancing 
organizational performance. In alignment with this 
vision, we have curated a diverse range of over 30 
engagement events and activities throughout the 
year. These initiatives, such as the Suhoor event, 
Culture Day event, UAE National Day celebrations, 
Emirate Women’s Day, and more, cater to various 
segments of our workforce, including exclusive events 
for women, men, and employees’ family members.

To ensure the continual enhancement of our 
engagement initiatives, we actively seek feedback 
from our employees through post-event surveys and 
provide platforms such as Yammer for idea-sharing 
and workshop participation to shape future events. 
Our Engagement Champions program, comprising 
30 representatives  from across the organization, 
has been instrumental in facilitating seamless 
communication between HR and employees. 
These champions have also leveraged social media 
platforms like Instagram, LinkedIn, and Yammer to 
further amplify engagement efforts.

We witnessed the successful launch of several 
engagement programs that have fortified the bond 
between employees and the organization. Notable 
initiatives include company-wide events like  
Townhalls and Breakfast with the CEO for new 
joiners, fostering transparent communication and 
encouraging employee input. Our internal online 
platform, Viva Engagement application, continues  
to serve as an effective channel for sharing moments, 
achievements, and fostering a sense of community 
among employees.

Introducing a suggestion box has empowered 
employees to contribute ideas for improvement  
and directly engage with the CEO.  
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Collaborating with employees, Emirati graduates,  
and Engagement Champions, an events calendar  
was produced, featuring a range of engagement 
activities. Working with other teams within the  
Bank has enabled the HR department to showcase 
their achievements, ensuring employees are kept  
well informed.

The collective efforts in enhancing employee 
engagement at EDB have not only fostered a vibrant 
workplace culture but have also strengthened the 
bond between employees and the organization, 
paving the way for continued success and growth in 
the future.

EDB’s Employee Engagement Survey 2023 was 
conducted in November and the response ratio  
was 94% with a score of an engagement of  
83% - and compared to the average ratio of around 
78% in the market for similar surveys. This indicates 
our employees’ opinions are acknowledged and 
reasonable expectations are met. By doing this, we 
are constantly aiming at increasing engagement and 
loyalty.  

Emiratization
Among the 103 new hires, 29 were UAE nationals, 
reflecting the Banks’ strong commitment to 
Emiratization and resulting in Emiratis representing 
39% of total employees.

Launched in 2023, the Bank’s Graduate Program 
met with tremendous success. Newly hired Emirati 
graduates not only had opportunities to meet 
senior leaders, including the CEO, the Chief Human 
Resources Officer, and the Director of Learning & 
Development, they were supported with regular 
checkpoint and support sessions with staff from 
Learning & Development, and each received hours 
of foundational business skill training, providing  
them with a fast-track progression towards 
specialization within an 18-month timeframe. This 

program serves as a catalyst for launching successful 
careers and achieving rapid growth with a fast-track 
progression towards specialization and our program 
is tailored to provide the Graduates Trainees with 
the necessary skills and knowledge to excel in their 
careers by succeeding within their roles. Various 
training courses have been completed through 
programs provided by Coursera, Harvard Manage 
Mentor, ADGM, and EIFS.

The Learning & Development (L&D) team achieved 
a significant milestone by successfully launching 
the Bank’s High Potentials Program (HIPO) for 
high-achieving UAE nationals. The inaugural batch 
of 20 Emirati talents, selected through thorough 
evaluations, demonstrated exceptional qualities 
within an attractive work environment, reflecting 
EDB’s commitment to skills development.

This first group, recognized as ‘High Potentials’, 
successfully completed a rigorous assessment 
process, their journey marked the beginning of 
ongoing efforts to select new groups and implement 
training courses. This initiative was part of the Bank’s 
commitment to shaping the future of the nation’s 
economy, dedicated to nurturing Emirati talent in the 
banking sector. 
 
Our Certifying Executive Coaches program is 
designed to provide professional development 
and growth opportunities for individuals through 
comprehensive training and mentorship. Participants 
gain the skills and knowledge needed to support 
and guide executives in their professional journeys. 
This initiative not only enhances the expertise of 
our employees but also contributes to the overall 
success of our organization by fostering a culture of 
continuous learning and leadership development.
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Diversity and Inclusion (D&I)
As part of efforts to create a diverse and inclusive 
workplace, the Bank not only provides maternity 
leave, maternal health coverage and breastfeeding 
hours, but also hosted a series of online webinars 
of relevance to female employees. They included: 
‘Blueprint for success: Creating your own vision,’ 
Harnessing Self-Sabotage: Transforming challenges 
into catalysts,’ ‘Breast Cancer Awareness,’ ‘How to 
Be the Manager People Won’t Leave, and ‘Empowered 
Connections: Women uplifting women,’ as well as 
‘Dialogue with the CEO’.

Celebrating Success
During the year, the HR department recognized 
excellence and encouraged personal initiative 
through celebrations of success in areas ranging 
from innovation to partnership. More than 30 and 
above individual awards were presented, including six 
for Delivering Innovative Excellence, nine for Driving 
Economic Impact Over Profit, nine for Inspiring Others 
with Ambition, six for Excelling Through Partnerships, 
and six for Living a Culture of Respect.

In addition, three employees received Always
Growing awards for their dedication to professional
development on Coursera and beyond.

Wellbeing
To promote physical and mental wellbeing, reduce 
stress and increase both engagement and motivation, 
the HR department organized wellness events 
during the year across three focus areas: nutrition 
awareness, movement/ stretching/ yoga, and mental 
health. In the movement/ stretching/ yoga area, 
several step-counting fitness challenges were held. 
In line with our commitment to employee well-being, 
we introduced the Steppi challenge, aligning with 
the 30x30 Dubai fitness challenge. This initiative, 
conducted through a dedicated application, offered 
employees a 3-month wellness journey filled with 
challenges, promoting camaraderie and fitness 
across the organization. Additionally, our culture of 
recognition has been furthered through townhall 
ceremonies, where outstanding employees are 
acknowledged in alignment with our EDB values, in 
collaboration with department heads.

The first, called “Step Out of Your Department” took 
place in August and September, and had different 
departments competing to collect the most steps. 
In all, it garnered nearly 27 million steps. The second 
challenge, “Men vs Women,” occurred during 
September and October, and it generated 13 million 
steps.

The collective efforts in enhancing employee 
engagement at EDB have not only fostered 
a vibrant workplace culture but have also 
strengthened the bond between employees 
and the organization, paving the way for 
continued success and growth in the future.

Support Functions – Our People (continued)



Annual Report 2023        45Annual Report 2023        45

Making the events more fun, the HR department gave 
prizes to the top “steppers” and certificates to all 
those who contributed steps during the competitions.

Learning & Development 
More broadly, L&D implemented a successful pilot 
program for a companywide ‘70-20-10’ training model 
that was both more technical and more outcomes 
driven by balancing classroom learning (70% of the 
time) with on-the-job-training (20%) and mentorship 
sessions (10%). As well, employees across the Bank 
continued to engage widely with Coursera, a global 
online learning platform that makes hundreds of 
business-focused courses and professional certificate 
programs available to employees. Launched in 2022, 
the program was widely utilized in 2023, with each 
employee having undergone extensive training hours 
during the year.

Total Reward Function
To enhance competitiveness and promote talent 
retention, we implemented a new pay scale by 
benchmarking salaries against industry standards. 
This initiative included introducing a revamped 
promotion and salary increment policy, which is tied 
to employee performance, aiming to foster long-term 
commitment. Additionally, conducting quarterly 

performance reviews with constructive feedback 
provided a platform to discuss employees’ career 
aspirations and development trajectories.

Comprehensive job evaluations were successfully 
conducted, leading to well-deserved promotions 
and increments for talented individuals within 
the organization. Also, exceptional managament 
and strategic planning skills were demonstrated 
by overseeing the distribution of 2022 year-end 
compensation to deserving employees.

Talent Onboarding and Integration
Our Buddy Program is all about fostering connections 
and building a strong sense of community within our 
organization. Through this initiative, new employees 
are paired with experienced team members who serve 
as their buddies. Buddies provide guidance, support, 
and a friendly face during the onboarding process, 
helping new hires feel welcomed and integrated into 
the company culture. The Buddy Program promotes 
collaboration, knowledge sharing, and a positive work 
environment where everyone feels supported and 
valued.
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The Year Ahead
A top priority for the department is to continue hiring 
the personnel required to implement the Bank’s 
strategic objectives for 2024 and beyond. In addition, 
the year will see the launch of formal succession 
planning across its departments and divisions, adding 
further depth to the Bank’s career development 
program. As well, the second phase of the Graduate 
Program will be rolled out to give participants the 
option to rotate across job functions. 

Building on the success of the Engagement 
Champions, HR will work with them to expand their 
impact by engaging with fellow employees to create 
communities, and plan and implement small, localized 
events.

L&D
The 70-20-10 training model will be fully rolled out 
after the success of the pilot and complemented by 
individualized employee development plans that 
clearly identify personalized development goals and 
track progress.

Some of the featured training and development 
workshops set for the year include sessions on 
presentation skills and negotiations skills. Skill 
development in other areas includes identifying and 
helping train and certify “first aiders.” These are Bank 
employees who will be trained in the skills necessary 
to help colleagues in the case of a health emergency.

D&I
Building on the diversity and inclusion webinars, 
in 2024 HR will launch ‘Empowerment Series: 
Transferring Knowledge.’ This series of events, 
webinars, seminars, panel discussions and activities 
will be structured to empower female employees. 

Automation
Leveraging the expanded digital infrastructure across 
the bank, HR will streamline HR processes and make 
it easier for employees to access and manage their 
benefits. Examples of this include fully automating 
the induction process and creating customized 
employee training plans. Technology also will enable 
exploration of innovative tools to help HR in areas 
such as performance management, recognition, and 
communication.

Support Functions – Our People (continued)
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Total Rewards
In the upcoming year, our focus will be on enhancing 
employee satisfaction, operational efficiency, 
and strategic alignment with organizational goals 
through key HR initiatives. We will prioritize the timely 
distribution of incentives and year-end compensation 
to recognize and motivate employees. 

Additionally, we will launch HR dashboards and 
chatbots to improve data-driven decision-making and 
streamline employee inquiries, thus enhancing overall 
operational efficiency. Thorough reviews of salaries 
and promotions will ensure fairness and provide 
opportunities for career advancement. Furthermore, 
we will close the performance cycle, conduct budget 
preparations for the following year, and ensure that 
our HR practices support the organization’s success.

Employee engagement is a cornerstone 
of our HR strategy at EDB, recognizing 
its pivotal role in fostering a positive 
workplace culture and enhancing 
organizational performance.
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Board of 
Directors
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Under the patronage of His Highness 
Sheikh Mansour bin Zayed Al Nahyan, 
Vice President and Deputy Prime 
Minister and Minister of Presidential 
Affairs of the UAE, and the guidance of 
the Ministry of Finance (MoF), Emirates 
Development Bank is overseen 
by experienced individuals who 
constitute its board and are supported 
by a proficient, highly motivated, and 
professional management team, which 
manages the day-to-day activities of 
the Bank, the Board Audit, Risk and 
Compliance Committee.

HE Dr Sultan Ahmed Al Jaber 
Chairman 

Cabinet Member and Minister of Industry  
and Advanced Technology

HE Dr Ahmad Belhoul Al Falasi
Vice Chairman 

Minister of Education
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HE Younis Haji Alkhoori
Board Member 

Under Secretary – Ministry  
of Finance

HE Mohammed Saif Alsuwaidi
Board Member 

Director General of Abu Dhabi  
Fund for Development

HE Abdulwahed 
Mohamed Alfahim

Board Member 
Chairman of Nasdaq Dubai

HE Mariam Saeed Ghobash
Board Member 

Independent

HE Khalfan Jumaa Belhoul
Board Member 

CEO of Dubai Future  
Foundation

HE Ahmed Tamim Al Kuttab 
Board Member 

Chairman of Department  
of Government Support

HE Ali Abdulla Alsaadi
Board Member 

Transformation & Corporate  
Excellence Manager at the  

Department of Finance – Abu Dhabi

HE Najla Ahmed Almidfa
Board Member 

CEO of Sharjah Entrepreneurship  
Center (Sheraa)
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Board
Committees

The Board of Directors structured EDB’s Board Committees 
in accordance with Decision No. (29) 2011 of the Council 
of Ministers on the governance of entities owned by the 
Federal Government of the UAE to enable committee 
members to carry out their supervisory responsibilities in 
the most efficient manner.

Board Audit, Risk and Compliance 
Committee (BARCC)

The Board Audit Risk and Compliance Committee 
(BARCC) assists the Board in fulfilling its responsibilities  
relating to internal control, internal and external 
audit risk management, financial statements and 
compliance. The Committee oversees the quality 
and integrity of the accounting, auditing, internal 
controls and financial reporting practices of the 
Bank. It sets forth compliance guidelines, Anti-
Money Laundering policies and Combating Financing 
of Terrorism policies, as well as criteria and control 
mechanisms for all activities involving bank-wide 
related risks. The Committee also ensures that  
the financial statements and reports comply  
with applicable rules for federal institutions  
and banks in the UAE.

–	 HE Younis Haji Alkhoori (Committee Chair)

–	 HE Abdelwahed Mohamed Alfahim

–	 Mariam Saeed Ghobash

–	 Amer Kazim (BARCC Advisor)

Board Strategy and Transformation 
Committee (BSTC)

The role of the Board Strategy and Transformation 
Committee (BSTC) is to assist the Board in fulfilling  
its oversight responsibilities relating to the medium- 
and long-term strategic direction and development  
of EDB. The Committee reviews the approved strategy 
and business plan of the Bank and continuously 
monitors its achievements. It identifies obstacles to 
implementation and makes tactical recommendations 
to the Board of Directors. The Committee also outlines 
the Bank’s asset allocation strategy, investment 
strategy and governance and regulatory affairs.  
It conducts regular strategy reviews, providing  
advice and strategic guidance if required.

–	 HE Dr. Ahmad Belhoul Al Falasi 			 
	 (Committee Chairman)

–	 HE Ahmed Al Kuttab

–	 HE Khalfan Jumaa Belhoul

–	 HE Mariam Saeed Ghobash

–	 HE Najla Ahmed Al Midfa
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Board Credit and Investment Committee 
(BCIC)

The Board Credit and Investment Committee (BCIC) 
oversees EDB’s credit and investment activities.  
It reviews proposed credit and investment strategies, 
policies and execution plans and monitors the Bank’s 
credit and investment overall performance. It also 
approves credit and investment proposals within  
the authorities delegated to the committee by 
the Board of Directors. The Committee has close 
oversight over non-performing assets and ensures 
adequate provisioning and follow-up of all  
non-performing assets.

–	 HE Abdulwahed Mohamed Alfahim 
	 (Committee Chairman)

–	 HE Najla Ahmed Almidfa

–	 HE Mohamed Saif Alsuwaidi

–	 HE Ali Abdulla Alsaadi

Board Human Resources Committee 
(BHRC)

The main responsibilities of the Human Resources 
Committee (BHRC) are remuneration, performance 
evaluation, and recruitment, organisational structure 
and HR policies. It nominates candidates for the 
Bank’s leadership functions, defines performance 
indicators for the executive management and 
supervises the evaluation of staff performance.  
The Committee also decides on remuneration 
policies, as well as associated benefits and incentives 
and on the compensations of the Bank’s executive 
management. The BHRC receives an annual report 
on the performance of the CEO’s direct reports, 
reviewing their contribution to the Bank’s strategy 
implementation as well as their compliance  
with values and ethics.

–	 HE Mariam Saeed Ghobash  
	 (Committee Chair)

–	 HE Khalfan Jumaa Belhoul

–	 HE Ahmed Al Kuttab

–	 HE Ali Abdulla Alsaadi
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Mariam Saif  
Al Nuaimi

Head of Home Finance

Hazem Ali Zaidan
Chief Legal Compliance Officer 

and Board Secretary

Radwa                          
Nasraldin Shehab

Head of Marketing & Corporate 
Communication

Dr. Abeer Al Sumaiti
Chief Human  

Resources Officer

David Andrew Trafford
Chief Financial Officer

Karolos Travassaros
Transformation Advisor

Ahmed A. Abdullah
Chief Risk 

& Compliance Officer

Tanu Goel
Chief Internal Audit 

Krishna Kumar Nair
Chief Operating Officer

Shaker Fareed 
Abdulrahman Zainal 

Chief Business Officer

HE Ahmed                     
Mohamed Al Naqbi
Chief Executive Officer
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Management Committee (MANCOM)
MANCOM is accountable for overall activities  
of EDB. Its wide range of responsibilities allows  
the Committee to play a critical role in decision 
making across all key functions. MANCOM advises 
the Board on the strategic direction and planning, 
subsequently overseeing the implementation 
and reporting on progress. It also ensures that all 
activities are aligned with the Bank’s vision and 
mission, while supporting its values and ethics. 
MANCOM has financial oversight of the Bank aiming 
to ensure effective financial performance and 
management of its financial resources.

Management Risk and Compliance Committee 
(MRCC)
MRCC oversees the Bank’s risk management as  
well as its operations control and compliance 
activities. It reviews proposed priorities and  
actions and monitors the Bank’s risk management 
framework, risk appetite statement and risk  
profile. MRCC reviews all operational risk matters 
including incident management, risk and control  
self-assessment and business continuity 
management. It also reviews the compliance 
disclosures and special reporting of any irregular 
matters. MRCC is also responsible for reviewing  
and recommending to the BARCC all matters  
relating to risk and compliance issues.

Management Credit and Investment Committee 
(MCIC)
MCIC oversees the Bank’s credit and investment 
management activities. It reviews proposed priorities 
and actions and monitors the elements related to 
credit exposure at management level. MCIC reviews 
all credit applications and investment proposals. It 
also reviews and recommends changes to all credit 
related policies, procedures and systems as deemed 
necessary. MCIC is also responsible for reviewing 
and recommending to the BCIC / Board credit and 
investment proposals in line with the Delegation  
of Authority.

Asset and Liability Committee (ALCO)
ALCO is responsible for monitoring compliance  
with the Bank’s asset/liability framework and 
monitoring the Bank’s exposure to market risk. 
It continuously reviews macro-economic and 
microeconomic information and implements  
effective processes for interest rate risk, liquidity  
risk and market risk management, adopting  
relevant policies and risk limits where required.  
ALCO also ensures compliance with treasury limits 
and ratios approved by the Board of Directors,  
the Central Bank or senior management. The 
Committee recommends corrective actions to the 
Board Credit and Investment Committee (BCIC) 
overseeing asset/liability management.

Executive Management 
Committees
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS  
OF EMIRATES DEVELOPMENT BANK PJSC

REPORT ON THE AUDIT OF THE CONSOLIDATED FINANCIAL 
STATEMENTS
Opinion
We have audited the consolidated financial statements of Emirates Development Bank PJSC (the “Bank”) and its 
subsidiary (“the Group”) which comprise the consolidated statement of financial position as at 31 December 
2023, and the consolidated statement of profit or loss, consolidated statement of other comprehensive income, 
consolidated statement of changes in equity and consolidated statement of cash flows for the year then ended, 
and notes to the consolidated financial statements, including a summary of material accounting policy 
information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the 
consolidated financial position of the Group as at 31 December 2023 and its consolidated financial performance 
and its consolidated cash flows for the year then ended in accordance with International Financial Reporting 
Standards (IFRS Accounting Standards) (IFRSs).

Basis for Opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under 
those standards are further described in the Auditor’s responsibilities for the audit of the consolidated financial 
statements section of our report. We are independent of the Group in accordance with the International Ethics 
Standards Board for Accountants’ Code of Ethics for Professional Accountants (IESBA Code) together with the 
other ethical requirements that are relevant to our audit of the Group’s consolidated financial statements in the 
United Arab Emirates (“UAE”), and we have fulfilled our other ethical responsibilities in accordance with these 
requirements and the IESBA Code. We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our opinion.

Key Audit Matters
Key audit matters are those matters that, in our professional judgement, were of most significance in our audit of 
the consolidated financial statements of the current period. These matters were addressed in the context of our 
audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not 
provide a separate opinion on these matters.
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Key audit matter

Estimation uncertainty with respect to impairment allowance for financing assets measured  
at amortised cost

The Group’s financing assets are carried in the statement of financial position at AED 7.4 billion as at 31 
December 2023 (2022: AED 6.8 billion). The expected credit loss (ECL) allowance was AED 325.1 million (2022: 
AED 270.0 million) as at this date, which comprised an allowance of AED 77.5 million (2022: AED 63.1 million) 
against Stage 1 and 2 exposures and an allowance of AED 247.7 million (2022: AED 206.9 million) against 
exposures classified under Stage 3.

The audit of the impairment of credit facilities and financing assets is a key area of focus because of its size 
(representing 43.3% of total assets) and due to the significance of the estimates and judgments used in 
classifying credit facilities and financing assets into various stages, determining related allowance 
requirements and the complexity of the judgements, assumptions and estimates used in the ECL models. Refer 
to Note 3.3.7 to the consolidated financial statements for the accounting policy, Note 4 for critical judgements 
and estimates used by management and Note 5.2 for disclosures about credit risk.

The Group recognizes allowances for ECLs at an amount equal to 12-month ECL (Stage 1) or full lifetime ECL 
(Stage 2). A loss allowance for full lifetime ECL is required for a financial instrument if the credit risk on that 
financial instrument has increased significantly since initial recognition.

ECLs are a probability-weighted estimate of the present value of credit losses. These are measured as the 
present value of the difference between the cash flows due to the Group under the contract and the cash flows 
that the Group expects to receive arising from the weighting of multiple future economic scenarios, discounted 
at the asset’s effective interest rate. The Group employs statistical models for ECL calculations and the key 
variables used in these calculations are probability of default (PD), loss given default (LGD); and exposure at 
default (EAD), which are defined in Note 5.2 to the consolidated financial statements.

The material portion of the corporate and SME, government entities and financial institutions portfolio of 
financing assets measured at amortised cost is assessed individually for the SICR and measurement of ECL. 
There is the risk that management does not capture all qualitative and quantitative reasonable and supportable 
forward-looking information while assessing SICR, or while assessing credit-impaired criteria for the exposure. 
Management bias may also be involved in manual staging override in accordance with the Group’s policies. 
There is also the risk that judgements, assumptions, estimates, proxies and practical expedients implemented 
previously, are not consistently applied throughout the current reporting period or there are any unjustified 
movements in management overlays.

The measurement of ECL amounts for the exposures classified as Stage 1 and Stage 2 are carried out by the 
models with limited manual intervention. It is important that models (PD, LGD, EAD and macroeconomic 
adjustments) are valid throughout the reporting period and went through a validation process.

For further information on the accounting policies relating to impairment of financing assets measured at 
amortised cost as well as the Group’s management of credit risk, refer to Note 5.2 to the consolidated financial 
statements.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDER OF 
EMIRATES DEVELOPMENT BANK PJSC (CONTINUED)

Key audit matter (continued)

How our audit addressed the key audit matter

We obtained a detailed understanding of the financing origination process, credit risk management process 
and the estimation process of determining impairment allowances for financial assets measured at amortised 
cost and tested the design, implementation and operating effectiveness of relevant controls within these 
processes.

We understood and evaluated the theoretical soundness of the ECL models by involving our internal specialists 
to ensure its compliance with the requirements of IFRSs. We tested the mathematical integrity of the ECL 
models by performing recalculations on a sample of the financing assets measured at amortised cost and 
assessed the consistency of the various inputs and assumptions used by management to determine 
impairment.

For allowances against exposures classified as Stage 1 and Stage 2, we obtained an understanding of the 
Group’s methodology to determine the allowance, assessed the reasonableness of the underlying assumptions 
and the sufficiency of the data used by the management. We assessed the appropriateness of the Group’s 
determination of the significant increase in credit risk and the resultant basis for classification of exposures 
into various stages. For samples of exposures, we assessed the appropriateness of the Group’s staging.

For forward looking assumptions used by the Group’s management in its ECL calculations, we held discussions 
with management and corroborated the assumptions using publicly available information.

On a sample basis, we selected individual samples and performed a detailed review of these exposures and 
challenged the Group’s identification of SICR (Stage 2), the assessment of credit-impaired classification (Stage 
3) and whether relevant impairment events had been identified in a timely manner. We challenged the 
assumptions, such as estimated future cash flows, collateral valuations and estimates of recovery, underlying 
the impairment allowance calculation. We evaluated controls over approval, accuracy and completeness of 
impairment allowances and governance controls, including assessing key management and committee 
meetings that form part of the approval process for the computation of impairment allowances for the 
financing assets measured at amortised cost.

We evaluated management overlays in order to assess the reasonableness of these adjustments. We further 
assessed the reasonableness of forward-looking information incorporated into the impairment calculations by 
involving our specialists to challenge the multiple economic scenarios chosen and weighting applied.

We evaluated methodology and framework designed and implemented by the Group as to whether the 
impairment models outcomes and stage allocations appear reasonable and reflective of the Group’s forecasts 
of future economic conditions at the reporting date.

We assessed the adequacy of the disclosures in the consolidated financial statements against the 
requirements of IFRSs.

Key audit matter 

Risk of inappropriate access or changes to information technology systems

We identified IT systems and controls over the Group’s financial reporting as an area of focus due to the 
extensive volume and variety of transactions which are processed daily by the Group and rely on the effective 
operation of automated and IT dependent manual controls. There is a risk that automated accounting 
procedures and related internal controls are not accurately designed and operating effectively. In particular, the 
incorporated relevant controls are essential to limit the potential for fraud and error as a result of change to an 
application or underlying data. Therefore, we considered this area as key audit matter.



O
verview

Strategic Review
B

usiness Review
G

overnance
Financials

Annual Report 2023        61

Key audit matter (continued)

How our audit addressed the key audit matter

Our audit approach relies on automated controls and therefore the following procedures were designed to test 
access and control over IT systems:

 We obtained an understanding of the applications relevant to financial reporting and the infrastructure 
supporting these applications, including any changes in the key applications and system migrations during the 
year.

 We tested IT general controls relevant to automated controls and computer-generated information covering 
access security, program changes, data centre and network operations.

 We examined computer generated information used in financial reports from relevant applications and key 
controls over their report logics.

 We performed testing on the key automated controls on significant IT systems relevant to business processes.

Key audit matter 

Valuation of investment properties

The Group’s investment property portfolio amounted to AED 480.0 million as at 31 December 2023 (2022: 
AED 478.4 million) and the net fair value loss recorded in the consolidated statement of profit or loss 
amounted to AED 0.5 million (2022: AED 12.7 million). The Group measures its investment properties at fair 
value.

The determination of fair value of these investment properties is based on external valuations using an 
investment approach and market comparable approach. 

The Group’s undiscounted future cash flows analysis and the assessment of the expected remaining holding 
period and income projections on the existing operating assets requires management to make significant 
estimates and assumptions related to future rental rates, capitalisation rates and discount rates.  

The valuation of the portfolio is a significant judgement area and is based on a number of assumptions. The 
existence of significant estimation uncertainty warrants specific audit focus in this area as any bias or error in 
determining the fair value could lead to a material misstatement in the consolidated financial statements. 

In the event that the fair value of a real estate asset is higher or lower than its carrying amount, the Group will 
recognise a fair value adjustment in its consolidated statement of profit or loss. 

We have identified the value of investment properties as a key audit matter as the fair value is determined 
based on level 3 valuation methodologies, which requires management to apply significant judgements in 
determining the fair value of investment property.

Refer to note 10 and 5.7 for disclosures relating to this matter.

How our audit addressed the key audit matter

We evaluated the design and implementation of controls in the determination of the fair value of investment 
properties.

We assessed the competence, independence and integrity of the independent valuers and read their terms of 
engagement with the Group to determine whether there were any matters that might have affected their 
objectivity or may have imposed scope limitations on their work.
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Other Information
The Board of Directors and management are responsible for the other information. The other information 
comprises the annual report of the Group but does not include the consolidated financial statements and our 
auditor’s report thereon. The annual report is expected to be made available to us after the date of this auditor’s 
report. Our opinion on the consolidated financial statements does not cover the other information and we do not 
and will not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other 
information and, in doing so, consider whether the other information is materially inconsistent with the 
consolidated financial statements or our knowledge obtained in the audit, or otherwise appears to be materially 
misstated. If, based on the work we have performed on the other information that we obtained prior to the date of 
this auditor’s report, we conclude that there is a material misstatement of this other information, we are required 
to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial 
Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in 
accordance with IFRSs and their preparation in compliance with the applicable provisions of the UAE Federal Law 
No. (7) of 2011, and for such internal control as management determines is necessary to enable the preparation 
of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability 
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going 
concern basis of accounting unless management either intends to liquidate the Group or to cease operations, or 
has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit 
conducted in accordance with ISAs will always detect a material misstatement when it exists. Misstatements can 

INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDER OF 
EMIRATES DEVELOPMENT BANK PJSC (CONTINUED)

Key audit matter (continued)

How our audit addressed the key audit matter (continued)

With the assistance of our internal specialists, we performed an understanding and reviewed the methodology 
and assumptions used in the valuation of investment properties. We held a meeting with the independent 
valuers to understand the valuation process adopted and to identify and challenge the critical judgment areas 
in the valuation model, including any changes made to the key assumptions during the year. We assessed 
whether the valuation approach is in accordance with appraisal and valuation standards suitable for use in 
determining the fair value in the consolidated statement of financial position in accordance with the 
requirements of IFRSs.

We assessed the accuracy of the input data, on a sample basis, used by the independent valuers, such as rental 
income, occupancy rates, discount rate and terminal capitalisation rate, by agreeing them back to 
management’s records and other supporting documents. We assessed the reasonableness of forecasted rental 
income and related expenses by comparing them against current year actual results and historical growth 
rates.

We challenged the key assumptions used by the independent valuers, including discount rates and terminal 
capitalisation rates applied on income streams generated by the properties, by comparing the rates to those 
adopted in the previous year and the rates adopted by comparable entities. 

We assessed the adequacy of the disclosures in the consolidated financial statements against the 
requirements of IFRSs.
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arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be 
expected to influence the economic decisions of users taken on the basis of these consolidated financial 
statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional 
scepticism throughout the audit. We also:

•	 Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to 
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is 
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement 
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentations, or the override of internal control.

•	 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
Group’s internal control.

•	 Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and 
related disclosures made by management.

•	 Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on 
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast 
significant doubt on the Group’s ability to continue as a going concern. If we conclude that a material 
uncertainty exists, we are required to draw attention in our auditor’s report to the related disclosures in the 
consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions 
are based on the audit evidence obtained up to the date of our auditor’s report. However, future events or 
conditions may cause the Group to cease to continue as a going concern.

•	 Evaluate the overall presentation, structure and content of the consolidated financial statements, including the 
disclosures, and whether the consolidated financial statements represent the underlying transactions and 
events in a manner that achieves fair presentation.

•	 Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business 
activities of the Group to express an opinion on the consolidated financial statements. We are responsible for 
the direction, supervision and performance of the group audit. We remain solely responsible for our audit 
opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and 
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we 
identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical 
requirements regarding independence, and to communicate with them all relationships and other matters that 
may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of 
most significance in the audit of the consolidated financial statements of the current period and are therefore the 
key audit matters. We describe these matters in our auditor’s report unless law or regulation precludes public 
disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should not be 
communicated in our report because the adverse consequences of doing so would reasonably be expected to 
outweigh the public interest benefits of such communication. 

Deloitte & Touche (M.E.)

Obada AlKowatly   
Registration Number 1056

Abu Dhabi 
United Arab Emirates
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
as at 31 December 2023

Notes
2023

AED’000
2022 

AED’000

Assets

Cash and balances with the UAE Central Bank 27 65,143 38,994

Balances and deposits with banks 6 7,240,977 4,589,133

Loans and advances to customers 7 5,763,291 4,949,629

Islamic finance 8 1,661,324 1,842,690

Investment securities 9 1,698,267 1,712,216

Derivative financial instruments 31 37,820 268

Investment properties 10 480,027 478,353

Assets held for sale 30 - 11,408

Property and equipment 12 45,902 47,152

Other assets 11 152,977 65,977

Total assets 17,145,728 13,735,820

Liabilities

Due to banks - 25,000

Derivative financial instruments 31 37,820 268

Deposits and funds 13 5,340,409 2,391,897

Term borrowings 14 5,507,480 5,505,928

Other liabilities 15 265,216 206,562

Total liabilities 11,150,925 8,129,655

Equity

Paid up capital 16 4,658,390 4,608,390

Special reserve 17 621,894 589,032

Retained earnings 649,769 350,523

Investment revaluation reserve 46,895 40,365

Revaluation surplus 17,855 17,855

Total equity 5,994,803 5,606,165

Total liabilities and equity 17,145,728 13,735,820

The accompanying notes form an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
for the year ended 31 December 2023

Notes
2023

AED’000
2022 

AED’000

Income

Interest income 19 698,399 336,160

Interest expense 20 (318,621) (165,995)

Net interest income 379,778 170,165

Profit from Islamic Finance 117,718 71,589

Net interest and profit income 497,496 241,754

Investment income 21 16,299 13,836

Fees and commission income – net 22 35,712 23,986

Other income 23 36,416 8,301

Total operating income 585,923 287,877

Expenses

Salaries and employee benefits (125,099) (97,313)

Operating and administrative expenses 24 (79,520) (57,158)

Impairment charge 25 (53,678) (23,544)

Profit before fair value changes on investment properties and 
financial assets at fair value through profit or loss (“FVTPL”) 327,626 109,862

Net fair value change on investment properties  
and financial assets at FVTPL 9, 10 995 (49,021)

Profit for the year 328,621 60,841

The accompanying notes form an integral part of these consolidated financial statements.
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Notes
2023

AED’000
2022 

AED’000

Profit for the year 328,621 60,841

Other comprehensive income

Items that will not be reclassified to profit or loss
Fair value gain on investments in equity instruments  
designated at fair value through other comprehensive  
income (“FVTOCI”) 10,017 34,748

Total other comprehensive income for the year 338,638 95,589

CONSOLIDATED STATEMENT OF OTHER COMPREHENSIVE 
INCOME
for the year ended 31 December 2023

The accompanying notes form an integral part of these consolidated financial statements.



O
verview

Strategic Review
B

usiness Review
G

overnance
Financials

Annual Report 2023        67

Paid up 
capital 

AED’000

Special 
reserve 

AED’000

Retained 
earnings 
AED’000

Investment 
revaluation

reserve
AED’000

Revaluation
surplus

AED’000

Total 
equity

AED’000

Balance at 1 January 2022 4,558,390 582,948 270,074 31,309 17,855 5,460,576

Increase in paid up capital 50,000 - - - - 50,000

Transfer to special reserve - 6,084 (6,084) - - -

Profit for the year - - 60,841 - - 60,841

Fair value gain on investments 
in equity instruments 
designated at FVTOCI - - - 34,748 - 34,748

Total comprehensive income  
for the year - - 60,841 34,748 - 95,589

Fair value gain transferred 
within equity upon disposal  
of investments in equity 
instruments designated  
at FVTOCI - - 25,692 (25,692) - -

Balance at 31 December 2022 4,608,390 589,032 350,523 40,365 17,855 5,606,165

Increase in paid up capital 50,000 - - - - 50,000

Transfer to special reserve - 32,862 (32,862) - - -

Profit for the year - - 328,621 - - 328,621

Fair value gain on investments 
in equity instruments 
designated at FVTOCI - - - 10,017 - 10,017

Total comprehensive income  
for the year - - 328,621 10,017 - 338,638

Fair value gain transferred 
within equity upon disposal  
of investments in equity 
instruments designated  
at FVTOCI - - 3,487 (3,487) - -

Balance at 31 December 2023 4,658,390 621,894 649,769 46,895 17,855 5,994,803

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the year ended 31 December 2023

The accompanying notes form an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS
for the year ended 31 December 2023

Notes
2023

AED’000
2022 

AED’000
Cash flows from operating activities
Profit for the year 328,621 60,841
Adjustments for:
  Depreciation and amortisation 12 10,725 8,210
  Fair value changes on financial assets at FVTPL 9 (573) 36,359
  Fair value changes on investment properties 10 464 12,662
  Dividend income 21 (12,858) (13,715)
  Amortisation of premium on investment securities 9 (3,125) 1,675
  Amortisation of issuance cost – term borrowing 1,552 1,530
  Provision for employees’ end of service benefits 3,688 2,235
  Provision for impairment on financial assets 25 53,678 23,544
  Gain on sale of assets held for sale (25,808) -
Operating cash flow before changes in working capital 356,364 133,341
Working capital changes:
  Deposits with banks maturing after three months (4,274,085) 1,760,000
  Loans and advances to customers (840,520) (585,692)
  Islamic Finance 153,028 (217,824)
  Other assets (86,783) (7,300)
  Due to banks (25,000) (3,000)
  Deposits and funds 2,948,512 1,516,553
  Other liabilities 61,401 (34,159)
Cash (used in) /generated from operating activities (1,707,083) 2,561,919
Employees’ end of service benefits paid (2,762) (1,013)
Net cash (used in) / generated from operating activities (1,709,845) 2,560,906
Cash flows from investing activities
Purchase of property and equipment 12 (4,790) (20,891)
Proceeds from sale of assets held for sale 30 37,216 -
Investment properties additions 10 (2,138) -
Dividend received 10,838 13,715
Investment securities purchased 9 (122,635) (495,370)
Investment securities sold 9 148,899 360,115
Net cash generated from / (used in) investing activities 67,390 (142,431)
Cash flows from financing activities
Increase in paid up capital 16 50,000 50,000
Repayment of lease liability (3,729) (3,892)
Net cash generated from financing activities 46,271 46,108
Net (decrease) / increase in cash and cash equivalents (1,596,184) 2,464,583
Cash and cash equivalents at 1 January 3,353,801 889,218
Cash and cash equivalents at 31 December (note 27) 1,757,617 3,353,801
Non-cash transactions:
Recognition of right-of-use asset 12 4,686 15,407
Recognition of lease liability 4,686 15,407

The accompanying notes form an integral part of these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
for the year ended 31 December 2023

1	 Legal status and principal activities
Emirates Development Bank (“EDB” or “the Bank”), was incorporated as a shareholding company, fully owned by 
the Federal Government of United Arab Emirates as per the decree issued by the President, Sheikh Khalifa bin 
Zayed Al Nahyan, Federal Law No. 7 (the “EDB Law”) issued on 18 September 2011, by merging the operations 
and assets and liabilities of Emirates Industrial Bank (“EIB”) and Real Estate Bank (“REB”), both existing Federal 
banks that were established under separate laws (“the merged banks”). The EDB Law became effective from 30 
September 2011.

The main objectives of the Bank are to enable UAE’s industrial development, accelerate the adoption of advanced 
technologies, empower the growth of SMEs in the UAE, encourage entrepreneurship and innovation and support 
UAE nationals in acquiring their homes.

The Bank, together with its subsidiary, Emirates Integrated Registries Company, (together referred to as the 
“Group”) is engaged in providing industrial and real estate loans; and managing the integrated registries services 
in UAE.

The registered address of the Bank is P.O. Box 51515, Abu Dhabi, United Arab Emirates.

These consolidated financial statements were approved and authorised for issue by the Board of Directors on  
26 February 2024.

2	 Basis of preparation
2.1	 Statement of compliance
These consolidated financial statements have been prepared in accordance with International Financial Reporting 
Standards (IFRS Accounting Standards) (IFRSs), as issued by the International Accounting Standards Board (IASB), 
and the applicable requirements of the Federal Decree Law No. 7 issued on 18 September 2011.

2.2	 Basis of measurement
These consolidated financial statements have been prepared under the historical cost convention, except for the 
investment properties, financial assets at fair value through other comprehensive income, financial assets at fair 
value through profit or loss and derivative financial instruments which are carried at fair value.

2.3	 Functional and presentation currency
These consolidated financial statements are prepared and presented in United Arab Emirates Dirham (“AED”), 
which is the Group’s functional and presentation currency. Amounts have been rounded to nearest thousand 
except where otherwise indicated.

2.4	 Use of estimates and judgments
In preparing these consolidated financial statements, management has made judgments, estimates and 
assumptions that affect the application of the Group’s accounting policies and the reported amounts of assets, 
liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are recognised 
in the period in which the estimate is revised and in any future periods affected. The areas involving a higher 
degree of judgment or complexity, or areas where assumptions and estimates are significant to the consolidated 
financial statements are disclosed in note 4.

2.5	 Basis of consolidation
Subsidiaries are investees that are controlled by the Group. The Group controls the investee if it meets the control 
criteria. Control is achieved when the Group:

	– has power over the investee;

	– is exposed, or has rights, to variable returns from its involvement with the investee; and

	– has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee, if facts and circumstances indicate that there are 
changes to one or more of the elements of control. This includes circumstances in which protective rights held 
become substantive and lead to the Group having power over an investee. The financial statements of 
subsidiaries are included in these consolidated financial statements from the date that control commences until 
the date that control ceases.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
(CONTINUED) 
for the year ended 31 December 2023

Transactions eliminated on consolidation
Intra-group balances and transactions, and any unrealised income and expenses (except for foreign currency 
transaction gains or losses) arising from intra-group transactions, are eliminated in preparing the consolidated 
financial statements. Unrealised losses are eliminated in the same way as unrealised gains, but only to the extent 
that there is no evidence of impairment.

The consolidated financial statements comprise the financial statements of the Bank and its following subsidiary:

Legal Name
Country of 

incorporation
Year of 

incorporation Holding %

Emirates Integrated Registries Company –  
Sole Proprietorship L.L.C.

United Arab 
Emirates 2018 100%

3	 Summary of significant accounting policies
3.1	 New and revised IFRSs that are effective for the current year
The following new and revised IFRSs that are mandatorily effective for accounting periods that begins on or after 1 
January 2023 have been adopted by the Group. The application of these revised IFRSs has not had any material 
impact on the disclosures or on the amounts reported for the current and prior periods but may affect the 
accounting for future transactions or arrangements.

•	 IFRS 17 Insurance Contracts 

•	 Amendments to IFRS 17

•	 Amendments to IAS 1 and IFRS Practice Statement 2 Disclosure of Accounting Policies

•	 Amendments to IAS 12 Deferred Tax related to Assets and Liabilities arising from a Single Transaction

•	 Amendments to IAS 8 Definition of Accounting Estimates

3.2	 Standards and Interpretations in issue but not yet effective and not early adopted
The Group has not early adopted the following new and revised IFRSs that have been issued but are not yet 
effective.

•	 Amendments to IAS 1 Classification of Liabilities as Current or Non-Current  
	 (effective from 1 January 2024).

•	 Amendments to IFRS 16 Lease Liability in a Sale and Leaseback (effective from 1 January 2024).

•	 Amendments to IAS 1 Non-current liabilities with covenants (effective from 1 January 2024).

•	 Amendments to IAS 7 Statement of Cash Flows and IFRS 7 Financial Instruments: Disclosures - Supplier 	
	 Finance Arrangements (effective from 1 January 2024).

•	 Amendments to IAS 21 Lack of Exchangeability (effective from 1 January 2025).

•	 IFRS S1 - General Requirements for Disclosure of Sustainability-related Financial Information  
	 (effective from 1 January 2024).

•	 IFRS S2 - Climate-related Disclosures (effective from 1 January 2024).

•	 Amendments to IFRS 10 Financial Statements and IAS 28 Investments in Associates and Joint Ventures 	
	 (2011) relating to the treatment of the sale or contribution of assets from and investor to its associate or 	
	 joint  venture. (Effective date deferred indefinitely. Adoption is still permitted).

Management anticipates that these new standards, interpretations and amendments will be adopted in the 
Group’s consolidated financial statements as and when they are applicable and adoption of these new standards 
and amendments may have no material impact on the consolidated financial statements of the Group in the 
period of initial application.
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3.3	 Financial Assets and Financial Liabilities
3.3.1	 Recognition
The Group initially recognises loans and advances to customers, Islamic Finance, balances and deposits with 
banks and UAE Central Bank, investment securities, deposits and funds from governmental institutions, term 
borrowing and other financial assets and liabilities on the date at which they are originated. All other financial 
assets and liabilities are initially recognised on the trade date at which the Group becomes a party to the 
contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value, except for other receivables that do not 
have a significant financing component which are measured at transaction price. Transaction costs that are 
directly attributable to the acquisition or issue of financial assets and financial liabilities (other than financial 
assets and financial liabilities at FVTPL) are added to or deducted from the fair value of the financial assets or 
financial liabilities, as appropriate, on initial recognition. Transaction costs directly attributable to the acquisition 
of financial assets or financial liabilities at FVTPL are recognised immediately in profit or loss.

3.3.2	 Classification and Initial Measurement 
Financial Assets
All regular way purchases or sales of financial assets are recognised and derecognised on a trade date basis. 
Regular way purchases or sales are purchases or sales of financial assets that require delivery of assets within the 
time frame established by regulation or convention in the marketplace.

All recognised financial assets are measured subsequently in their entirety at either amortised cost or fair value, 
depending on the classification of the financial assets.

On initial recognition, a financial asset is classified as measured at: amortised cost, FVTOCI or FVTPL.

A debt instrument is measured at amortised cost if it meets both of the following conditions and is not designated 
as at FVTPL:

	– The financial asset is held within a business model whose objective is to hold assets to collect contractual 
cash flows; and

	– The contractual terms of the financial asset give rise on specified dates to cash flows that are solely 
payments of principal and interest on the principal amount outstanding.

A debt instrument is measured at FVTOCI only if it meets both of the following conditions and is not designated as 
at FVTPL:

	– The financial asset is held within a business model whose objective is achieved by both collecting contractual 
cash flows and selling the financial assets; and

	– The contractual terms of the financial asset give rise on specified dates to cash flows that are solely 
payments of principal and interest on the principal amount outstanding.

By default, all other financial assets are measured subsequently at FVTPL.

On initial recognition of an equity investment that is not held for trading, the Group may irrevocably elect to 
present subsequent changes in fair value in OCI. This election is made on an investment- by-investment basis.

In addition, on initial recognition, the Group may irrevocably designate a financial asset that otherwise meets the 
requirements to be measured at amortised cost or at FVTOCI as at FVTPL if doing so eliminates or significantly 
reduces an accounting mismatch that would otherwise arise.

Business model assessment
The Group makes an assessment of the objective of a business model in which a financial asset is held at a 
portfolio level because this best reflects the way the business is managed and information is provided to 
management. The information considered includes:

	– The stated policies and objectives for the portfolio and the operation of those policies in practice;

	– How the performance of the portfolio is evaluated and reported to the Group’s management;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
(CONTINUED) 
for the year ended 31 December 2023

	– The risks that affect the performance of the business model (and the financial assets held within that 
business model) and how those risks are managed;

	– How managers of the business are compensated; and

	– The frequency, volume and timing of sales in prior periods, the reasons for such sales and its expectations 
about future sales activity.

Financial assets that are held for trading or managed and whose performance is evaluated on a fair value basis 
are measured at FVTPL because they are neither held to collect contractual cash flows nor held both to collect 
contractual cash flows and to sell financial assets.

Assessment of whether contractual cash flows are solely payments of principal and interest
For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on initial 
recognition. ‘Interest’ is defined as consideration for the time value of money and for the credit risk associated 
with the principal amount outstanding during a particular period of time and for other basic lending risks and  
costs (e.g. liquidity risk and administrative costs), as well as profit margin.

In assessing whether the contractual cash flows are solely payments of principal and interest, the Group 
considers the contractual terms of the instrument. This includes assessing whether the financial asset contains a 
contractual term that could change the timing or amount of contractual cash flows such that it would not meet 
this condition. In making the assessment, the Group considers contingent events that would change the amount 
and timing of cash flows, prepayment and extension terms, terms that limit the Group’s claim to cash flows from 
specified assets and features that modify consideration of the time value of money.

Amortised cost and effective interest method
The effective interest method is a method of calculating the amortised cost of a debt instrument and of allocating 
interest income over the relevant period.

For financial assets other than purchased or originated credit-impaired financial assets, the effective interest rate 
is the rate that exactly discounts estimated future cash receipts (including all fees and points paid or received that 
form an integral part of the effective interest rate, transaction costs and other premiums or discounts) excluding 
expected credit losses, through the expected life of the debt instrument, or, where appropriate, a shorter period, 
to the gross carrying amount of the debt instrument on initial recognition. For purchased or originated credit-
impaired financial assets, a credit-adjusted effective interest rate is calculated by discounting the estimated future 
cash flows, including expected credit losses, to the amortised cost of the debt instrument on initial recognition.

The amortised cost of a financial asset or liability is the amount at which the financial asset or liability is measured 
at initial recognition, minus principal repayments, plus or minus the cumulative amortisation using the effective 
interest rate method of any difference between the initial amount recognised and the maturity amount, adjusted 
for any loss allowance.

Debt instruments measured at FVTOCI
For debt securities measured at FVTOCI, gains and losses are recognised in OCI, except for the following, which 
are recognised in the consolidated statement of profit or loss in the same manner as for financial assets 
measured at amortised cost:

	– Interest revenue using the effective interest method;

	– Expected credit losses (ECL) and reversals; and

	– Foreign exchange gains and losses.

When a debt security measured at FVTOCI is derecognised, the cumulative gain or loss previously recognised  
in OCI is reclassified from equity to profit or loss.

Equity instruments designated at FVTOCI
The Group elects to present in OCI changes in the fair value of certain investments in equity that are not held for 
trading. The election is made on an instrument by instrument basis on initial recognition and is irrevocable.
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A financial asset is held for trading if:

	– it has been acquired principally for the purpose of selling it in the near term; or

	– on initial recognition it is part of a portfolio of identified financial instruments that the Group manages 
together and has evidence of a recent actual pattern of short-term profit-taking; or

	– it is a derivative (except for a derivative that is a financial guarantee contract or a designated and effective 
hedging instrument).

Investments in equity instruments at FVTOCI are initially measured at fair value plus transaction costs. 
Subsequently, they are measured at fair value with gains and losses arising from changes in fair value recognized 
in OCI and accumulated in the investments revaluation reserve. The cumulative gain or loss is not reclassified to 
profit or loss on disposal of the equity investments, instead, it is transferred to retained earnings.

Dividends on these investments in equity instruments are recognised in profit or loss, unless they clearly 
represent a recovery of part of the cost of the investment, in which case they are recognised in OCI.

Financial assets at FVTPL
Financial assets that do not meet the criteria for being measured at amortised cost or FVTOCI are measured  
at FVTPL.

Reclassifications
Financial assets are not reclassified subsequent to their initial recognition, except in the period after the Group 
changes its business model for managing financial assets.

Islamic financing
Following terminologies in Islamic financing, classified under each of the financial instrument classification 
mentioned above, have been used in the preparation of these consolidated financial statements:

Estisnaa contracts represent financing for the construction of industrial civil works on a deferred payment basis. 
An Estisnaa contract is recognised when money is disbursed to the contractor for the construction of civil works 
for the borrower.

Other Estisnaa contracts are followed by Ijarah contract between the Bank and Emirates Real Estate Corporation, 
whereby Emirates Real Estate Corporation, based on an order from the Bank, undertakes to construct and 
subsequently lease the subject matter of the contract according to a specific price and method of payment.

Ijarah contracts are finance lease contracts. The Ijarah contract term constitutes the major part of the economic 
life of the asset, and the significant risks and rewards incidental to ownership, are substantially transferred to the 
lessee. Title may or may not eventually be transferred to the lessee.

Financial Liabilities
The Group has classified and measured its financial liabilities at amortised cost.

3.3.3	 Derecognition 
Derecognition of financial assets
The Group derecognises a financial asset when the contractual rights to the cash flows from the financial asset 
expire, or when it transfers the financial asset in a transaction in which substantially all the risks and rewards of 
ownership of the financial asset are transferred to another entity. If the Group neither transfers nor retains 
substantially all the risks and rewards of ownership and continues to control of the transferred asset, the Group 
recognises its retained interest in the asset and an associated liability for amounts it may have to pay. If the Group 
retains substantially all the risks and rewards of ownership of a transferred financial asset, the Group continues to 
recognise the financial asset and also recognises a collateralised borrowing for the proceeds received.

On derecognition of a financial asset measured at amortised cost, the difference between the asset’s carrying 
amount and the sum of the consideration received and receivable is recognised in profit or loss. In addition, on 
derecognition of an investment in a debt instrument classified as at FVTOCI, the cumulative gain or loss previously 
accumulated in the investments revaluation reserve is reclassified to profit or loss. In contrast, on derecognition 
of an investment in an equity instrument which the Group has elected on initial recognition to measure at FVTOCI, 
the cumulative gain or loss previously accumulated in the investments revaluation reserve is not reclassified to 
profit or loss, but is transferred to retained earnings.
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Derecognition of financial liabilities
The Group derecognises financial liabilities when, and only when, the Group’s obligations are discharged, 
cancelled or expired. The difference between the carrying amount of the financial liability derecognised and the 
consideration paid and payable is recognised in profit or loss.

3.3.4       Modification of financial assets and liabilities
Financial Assets
If the terms of a financial asset are modified, then the Group evaluates whether the cash flows of the modified 
asset are substantially different. If the cash flows are substantially different, then the contractual rights to cash 
flows from the original financial asset are deemed to have expired. In this case, the original financial asset is 
derecognized and a new financial asset is recognised at fair value plus any eligible transaction costs. Any fees 
received as part of the modification are accounted for as follows:

	– fees that are considered in determining the fair value of the new asset and fees that represent 
reimbursement of eligible transaction costs are included in the initial measurement of the asset; and

	– other fees are included in profit or loss as part of the gain or loss on derecognition.

If cash flows are modified when the borrower is in financial difficulties, then the objective of the modification is 
usually to maximise recovery of the original contractual terms rather than to originate a new asset with 
substantially different terms. If the Group plans to modify a financial asset in a way that would result in 
forgiveness of cash flows, then it first considers whether a portion of the asset should be written off before the 
modification takes place. This approach impacts the result of the quantitative evaluation and means that the 
derecognition criteria are not usually met in such cases.

If the modification of a financial asset measured at amortised cost or FVTOCI does not result in derecognition of 
the financial asset, then the Group first recalculates the gross carrying amount of the financial asset using the 
original effective interest rate of the asset and recognises the resulting adjustment as a modification gain or loss 
in profit or loss. For floating-rate financial assets, the original effective interest rate used to calculate the 
modification gain or loss is adjusted to reflect current market terms at the time of the modification. Any costs or 
fees incurred and fees received as part of the modification adjust the gross carrying amount of the modified 
financial asset and are amortised over the remaining term of the modified financial asset.

If such a modification is carried out because of financial difficulties of the borrower, then the gain or loss is 
presented together with impairment losses. In other cases, it is presented as interest income calculated using the 
effective interest rate method. 

Financial Liabilities
The Group derecognises a financial liability when its terms are modified and the cash flows of the modified liability 
are substantially different. In this case, a new financial liability based on the modified terms is recognised at fair 
value. The difference between the carrying amount of the financial liability derecognised and consideration paid is 
recognised in profit or loss. Consideration paid includes non-financial assets transferred, if any, and the 
assumption of liabilities, including the new modified financial liability.

If the modification of a financial liability is not accounted for as derecognition, then the amortised cost of the 
liability is recalculated by discounting the modified cash flows at the original effective interest rate and the 
resulting gain or loss is recognised in profit or loss. For floating-rate financial liabilities, the original effective 
interest rate used to calculate the modification gain or loss is adjusted to reflect current market terms at the time 
of the modification. Any costs and fees incurred are recognised as an adjustment to the carrying amount of the 
liability and amortised over the remaining term of the modified financial liability by re-computing the effective 
interest rate on the instrument.

3.3.5	 Offsetting
Financial assets and liabilities are offset and the net amount presented in the consolidated statement of financial 
position when, and only when, the Group has a legal right to set off the recognised amounts and it intends either 
to settle on a net basis or to realise the asset and settle the liability simultaneously.

Income and expenses are presented on a net basis only when permitted under IFRS, or for gains and losses 
arising from a group of similar transactions such as in the Group’s trading activity.
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3.3.6	 Fair Value Measurement
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date in the principal market of the asset or liability, or in the 
absence of a principal market, in the most advantageous market for the asset or liability which the Group has 
access to as at that date. The fair value of a liability reflects its non-performance risk.

In estimating the fair value of an asset or a liability, the Group uses market-observable data to the extent it is 
available. Where Level 1 inputs are not available, the Group engages third party qualified valuers to perform the 
valuation. Management works closely with the qualified external valuers to establish the appropriate valuation 
techniques and inputs to the model. Further information on the carrying amounts of these assets and the 
sensitivity of those amounts to changes in unobservable inputs are provided in note 5.7.1.

3.3.7	 Impairment
The Group recognises loss allowances for expected credit losses (ECL) on the following financial instruments that 
are not measured at FVTPL:

	– Financial assets that are debt instruments; and

	– Loan commitments and financial guarantee contracts.

The amount of expected credit losses is updated at each reporting date to reflect changes in credit risk since 
initial recognition of the respective financial instrument.

No impairment loss is recognised on equity instruments.

The Group measures loss allowances at an amount equal to lifetime ECL, except for the following, for which they 
are measured as 12-month ECL:

	– Debt investment securities that are determined to have low credit risk at the reporting date; and

	– Other financial instruments on which credit risk has not increased significantly since their initial recognition.

The Group considers a debt investment security to have low credit risk when its credit risk rating is equivalent to 
the globally understood definition of ‘investment grade’. The Group does not apply the low credit risk exemption 
to any other financial instruments.

12-month ECL are the portion of ECL that result from default events on financial instruments that are possible 
with the 12 months after the reporting date. Financial instruments for which a 12-month ECL is recognised are 
referred to as “Stage 1”.

Life-time ECL are the ECL that results from all possible default events over the expected life of the financial 
instruments. Financial instruments for which a life-time ECL is recognised but which are not credit-impaired are 
referred to as “Stage 2”.

Impairment and ECL are used interchangeably throughout these consolidated financial statements.

Measurement of ECL
ECL are a probability-weighted estimate of credit losses. They are measured as follows:

	– Financial assets that are not credit-impaired at the reporting date: as the present value of all cash shortfalls 
(i.e. the difference between the cash flows due to the entity in accordance with the contract and the cash 
flows that the Group expects to receive);

	– Financial assets that are credit-impaired at the reporting date: as the difference between the gross carrying 
amount and the present value of estimated future cash flows;

	– Undrawn loan commitments: as the present value of the difference between the contractual cash flows that 
are due to the Group if the commitment is drawn down and the cash flows that the Group expects to receive; 
and

	– Financial guarantee contracts: the expected payments to reimburse the holder less any amounts that the 
Group expects to recover.

For more details in relation to ECL measurement, please refer to note 5.2.6.
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Restructured financial assets
If the terms of a financial asset are renegotiated or modified or an existing financial asset is replaced with a new 
one due to financial difficulties of the borrower, then an assessment is made of whether the financial asset should 
be derecognised and ECL are measured as follows:

	– If the expected restructuring will not result in derecognition of the existing asset, then the expected cash 
flows arising from the modified financial asset are included in calculating the cash shortfalls from the 
existing asset.

	– If the expected restructuring will result in derecognition of the existing asset, then the expected fair value of 
the new asset is treated as the final cash flow from the existing financial asset at the time of its 
derecognition. This amount is included in calculating the cash shortfalls from the existing financial asset that 
are discounted from the expected date of derecognition to the reporting date using the original effective 
interest rate of the existing financial asset.

Credit-impaired financial assets
At each reporting date, the Group assesses whether financial assets carried at amortised cost and debt financial 
assets carried at FVTOCI are credit impaired. Credit-impaired financial assets are referred to as “Stage 3”. A 
financial asset is ‘credit-impaired’ when one or more events that have a detrimental impact on the estimated 
future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable data:

-	 Significant financial difficulty of the borrower or issuer;

-	 A breach of contract such as a default or past due event;

-	 The restructuring of a loan or advance by the Group on terms that the Group would not consider otherwise;

-	 It is becoming probable that the borrower will enter bankruptcy or other financial reorganisation; or

-	 The disappearance of an active market for a security because of financial difficulties.

Presentation of allowance for ECL in the consolidated statement of financial position
Loss allowances for ECL are presented in the consolidated statement of financial position as follows:

	– financial assets measured at amortized cost: as a deduction from the gross carrying amount of the assets;

	– loan commitments and financial guarantee contracts: generally, as a provision; and

	– debt instruments measured at FVTOCI: no loss allowance is recognized in the consolidated statement of 
financial position because the carrying amount of these assets is their fair value. However, the loss allowance 
is disclosed and is recognized in the fair value reserve.

3.3.8	 Write-off
Loans and debt securities shall be written off (either partially or in full) when there is information indicating that 
the debtor is in severe financial difficulty and there is no realistic prospect of recovery. However, financial assets 
that are written off could still be subject to enforcement activities in order to comply with the Group’s procedures 
for recovery of amounts due. Recoveries of amounts previously written off are included in ‘Impairment charge’ in 
the consolidated statement of profit or loss.

3.4	 Provision for staff end of service benefits
Pension contributions are made in respect of UAE national employees to the UAE General Pension and Social 
Security Authority in accordance with the UAE Federal Law No. 7, 1999 for Pension and Social Security. The 
provision for staff end of service benefits, a defined benefit scheme, is calculated as per the approved Group staff 
regulations.

A provision is made for the estimated liability for employees’ entitlements to annual leave and leave passage as a 
result of services rendered by the employees up to the date of the consolidated statement of financial position. 
Provision is also made for the end of service benefits due to employees in accordance with the UAE Labour Law 
and the Group’s policy and internal regulations for their periods of service up to the date of the consolidated 
statement of financial position.
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An actuarial valuation has not been performed on employees’ end of service benefits as the net impact of the 
discount rate and future salary and benefit levels on the present value of the benefits obligation are not likely to 
be significant.

Provisions are recognized when the Group has a present legal or constructive obligation as a result of past events, 
it is probable that an outflow of resources embodying economic benefits will be required to settle the obligation, 
and a reliable estimate of the amount of the obligation can be made.

3.5	 Cash and cash equivalents
Cash and cash equivalents comprise cash in hand, balances with the UAE Central Bank, money in call accounts, 
placements and balances and deposits with banks with original maturities of less than three months.

3.6	 Balances and deposits with banks
Balances and deposits with banks are financial assets which are mainly money market placements with fixed or 
determinable payments and fixed maturities that are not quoted in an active market. Money market placements 
are not entered into with the intention of immediate or short-term resale. Balances and deposits with banks are 
initially measured at cost, being the fair value of the consideration given. Following the initial recognition, these 
are stated at amortised cost less any allowance for impairment.

3.7	 Investment properties
Investment properties principally comprise of commercial lands and buildings held by the Group for long term 
rental yields or for capital appreciation or both. Such properties are measured initially at cost including all 
transaction costs. Subsequent to initial recognition, investment property is measured at fair value. Changes in fair 
values are recorded in the consolidated statement of profit or loss in the period in which they arise. When the use 
of a property changes such that it is transferred from investment property, the property’s deemed cost for 
subsequent accounting is its fair value at the date of change in use.

The fair values of investment properties are based on the highest and best use of the properties, which is their 
current use. The fair value of the Group’s investment property has been arrived at on the basis of a valuation 
carried out at the end of reporting period by the independent valuers engaged by the Group. The valuation 
conforms to Royal Institution of Chartered Surveyors Valuation – Global Standards. The fair value was determined 
based on the market comparable approach that reflects recent transaction prices for similar properties and 
investment approach that is determined through the analysis of income flow and projected expenditures of the 
property.

Investment properties is derecognised upon disposal or when the investment properties is permanently 
withdrawn from use and no future economic benefits are expected from its disposal. The gains or losses arising 
from the retirement or disposal of investment properties, calculated as the difference between the net disposal 
proceeds and the carrying amount are included in the consolidated statement of profit or loss in the period in 
which the property is derecognised.

The Group shall transfer a property to, or from, investment property when, and only when, there is a change in 
use. A change in use occurs when the property meets, or ceases to meet, the definition of investment property 
and there is evidence of the change in use. If an owner-occupied property becomes an investment property that 
will be carried at fair value, the Bank shall apply IAS 16 for owned property up to the date of change in use. Any 
difference at that date between the carrying amount of the property in accordance with IAS 16 and its fair value 
shall be treated in the same way as a revaluation in accordance with IAS 16.

Investment properties under development
Investment properties under development that are being constructed or developed for future use as investment 
property, are measured initially at cost, including including all direct costs attributable to the design and 
construction of the property including related staff costs. Upon completion of construction or development, such 
properties are transferred to completed investment properties. Subsequent to initial recognition, investment 
property is measured at fair value. Gains and losses arising from changes in the fair value of investment property 
under development is included in the consolidated statement of profit or loss in the period in which they arise.
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3.8	 Foreign currency transactions
Transactions in foreign currencies are translated into the respective functional currency of the Group at the spot 
exchange rates at the date of the transactions

Monetary assets and liabilities denominated in foreign currencies at the reporting date are translated into the 
functional currency at the spot exchange rate at that date. The foreign currency gain or loss on monetary items is 
the difference between the amortised cost in the functional currency at the beginning of the year, adjusted for 
effective interest and payments during the year, and the amortised cost in the foreign currency translated at the 
spot exchange rate at the end of the year.

Non-monetary assets and liabilities that are measured at fair value in a foreign currency are translated into the 
functional currency at the spot exchange rate at the date on which the fair value is determined. Non-monetary 
items that are measured based on historical cost in a foreign currency are translated using the spot exchange rate 
at the date of the transaction.

Foreign currency differences arising on translation are generally recognised in profit or loss. However, foreign 
currency differences arising from the translation of equity investments in respect of which an election has been 
made to present subsequent changes in fair value in OCI is recognised as part of consolidated statement of other 
comprehensive income.

3.9	 Provisions
A provision is recognised when the Group has a present legal or constructive obligation as a result of a past event 
that can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the 
obligation. 

The amount recognised as a provision is the best estimate of the consideration required to settle the present 
obligation at the reporting date, taking into account the risks and uncertainties surrounding the obligation. Where 
a provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is the 
present value of those cash flows (when the effect of the time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third 
party, a receivable is recognised as an asset if it is virtually certain that reimbursement will be received and the 
amount of the receivable can be measured reliably.

3.10	 Assets held for sale
Assets held for sale comprise of properties whose carrying amount is to be recovered principally through a sale 
transaction rather than through continuing use. This condition is regarded as met only when the sale is highly 
probable and the asset is available for immediate sale in its present condition. Management must be committed 
to the sale which should be expected to qualify for recognition as a completed sale within one year from the date 
of classification. Such properties are initially measured and recognized at the lower of fair value less cost to sell 
and the carrying amount of the property. Any subsequent write-down of the acquired properties to fair value less 
cost to sell is recorded as an impairment loss and included in the consolidated statement of profit or loss. Any 
subsequent increase in the fair value less cost to sell, to the extent this does not exceed the cumulative 
impairment loss, is recognized in the consolidated statement of profit or loss.

3.11	 Property and equipment 
Property and equipment is stated at cost less accumulated depreciation and impairment losses, if any. 
Depreciation is computed on straight-line basis so as to write down the cost of assets over its useful life. Lands 
granted from the Federal Government (shareholder) are not depreciated and are measured at nominal amount of 
AED 1.

Purchased software that is integral to the functionality of the related equipment is capitalized as part of that 
equipment. If significant parts of an item of property or equipment have different useful lives then they are 
accounted for as separate items (major components) of property and equipment. Any gain or loss on disposal of 
an item of property and equipment is recognized within other income in the consolidated statement of profit or 
loss.
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Subsequent expenditure is capitalized only when it is probable that the future economic benefits of the 
expenditure will flow to the Group. Ongoing repairs and maintenance are expensed as incurred.

Depreciation is calculated to write off the cost of items of property and equipment less their estimated residual 
values using the straight-line method over their estimated useful lives and is generally recognized in profit or loss. 
Leased assets are depreciated over the shorter of the lease term and their useful lives unless it is reasonably 
certain that the Group will obtain ownership by the end of the lease term.

Depreciation methods, useful lives and residual values are reviewed at each reporting date and adjusted if 
appropriate.

The Group annually reviews the useful life estimates for all major asset categories and revises these to align them 
with reassessed expected useful lives, if required.

Asset class Estimated useful life

Buildings 40 years 

Furniture, fixtures and motor vehicles 4 years

Computer hardware and software 3 to 5 years

3.12	 Impairment of non-financial assets
At the end of each reporting date, the Group reviews the carrying amounts of its assets in order to assess 
whether there is any indication that those assets have suffered an impairment loss. If any such indication exists, 
the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any). 
Where it is not possible to estimate the recoverable amount of an individual asset, the Group estimates the 
recoverable amount of the cash-generating unit to which the asset belongs. Where a reasonable and consistent 
basis of allocation can be identified, corporate assets are also allocated to individual cash-generating units, or 
otherwise they are allocated to the smallest group of cash-generating units for which a reasonable and consistent 
allocation basis can be identified.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the 
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects 
current market assessments of the time value of money and the risks specific to the asset for which the estimates 
of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, 
the carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment loss 
is recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case 
the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash generating unit) is 
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not 
exceed the carrying amount that would have been determined had no impairment loss been recognised for the 
asset (cash-generating unit) in prior years. A reversal of an impairment loss is recognised immediately in profit or 
loss, unless the relevant asset is carried at a revalued amount, in which case the reversal of the impairment loss is 
treated as a revaluation increase.

3.13	 Leases
At inception of a contract, the Group assesses whether a contract is, or contains, a lease. A contract is, or 
contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time in 
exchange for consideration. To assess whether a contract conveys the right to control the use of an identified 
asset, the Group uses the definition of a lease in IFRS 16.
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Group acting as a lessee
The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-use 
asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any lease 
payments made at or before the commencement date, plus any initial direct costs incurred.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date 
to the end of the lease term. In addition, the right-of-use asset is periodically reduced by impairment losses, if any, 
and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the 
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily 
determined, the Group’s incremental borrowing rate. Generally, the Group uses its incremental borrowing rate as 
the discount rate. The Group determines its incremental borrowing rate by analysing its borrowings from various 
external sources and makes certain adjustments to reflect the terms of the lease and type of asset leased.

Lease payments included in the measurement of the lease liability comprise the following:

•	 fixed payments, including in-substance fixed payments;

•	 variable lease payments that depend on an index or a rate, initially measured using the index or rate as at the 
commencement date;

•	 amounts expected to be payable under a residual value guarantee; and

•	 the exercise price under a purchase option that the Group is reasonably certain to exercise, lease payments in 
an optional renewal period if the Group is reasonably certain to exercise an extension option, and penalties 
for early termination of a lease unless the Group is reasonably certain not to terminate early.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured when there 
is a change in future lease payments arising from a change in an index or rate, if there is a change in the Group’s 
estimate of the amount expected to be payable under a residual value guarantee, if the Group changes its 
assessment of whether it will exercise a purchase, extension or termination option or if there is a revised in-
substance fixed lease payment. When the lease liability is remeasured in this way, a corresponding adjustment is 
made to the carrying amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the 
right-of- use asset has been reduced to zero.

The Group presents right-of-use assets in ‘property and equipment’ and lease liabilities in ‘other liabilities’ in the 
consolidated statement of financial position.

Short-term leases and leases of low-value assets
The Group has elected not to recognise right-of-use assets and lease liabilities for leases of low-value assets and 
short-term leases, including leases of IT equipment. The Group recognizes the lease payments associated with 
these leases as an expense on a straight-line basis over the lease term.

Group acting as a lessor
When the Group acts as a lessor, it determines at lease inception whether the lease is a finance lease or an 
operating lease.

Leases for which the Group is a lessor are classified as finance or operating leases. Whenever the terms of the 
lease transfer substantially all the risks and rewards of ownership to the lessee, the contract is classified as a 
finance lease. All other leases are classified as operating leases. As part of this assessment, the Group considers 
certain indicators such as whether the lease is for the major part of the economic life of the asset.

Initial direct costs incurred in negotiating and arranging an operating lease are added to the carrying amount of 
the leased asset and recognised on a straight-line basis over the lease term.

Amounts due from lessees under finance leases are recognised as receivables at the amount of the Group’s net 
investment in the leases. Finance lease income is allocated to accounting periods so as to reflect a constant 
periodic rate of return on the Group’s net investment outstanding in respect of the leases. Subsequent to initial 
recognition, the Group regularly reviews the estimated unguaranteed residual value and applies the impairment 
requirements of IFRS 9, recognising an allowance for ECL on the receivables.
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3.14	 Deposits and funds 
Deposits and funds from Sheikh Zayed Housing Program, Mohammad Bin Rashid Innovation Fund and the 
Ministry of Finance vested with and managed by the Group are accounted for within the financial liabilities of the 
Group (note 13).

3.15	 Term borrowings
Term borrowings consist of debt securities and are the Group’s sources of debt funding. The Group classifies 
capital instruments as financial liabilities or equity instruments in accordance with the substance of the 
contractual terms of the instruments. Debt securities in issue are initially measured at fair value minus 
incremental direct transaction costs. Subsequently, they are measured at their amortised cost using the effective 
interest method.

3.16	 Dividend distribution
Dividend distribution to the Bank’s shareholder is recognised as a liability in the Group’s consolidated financial 
statement in the period in which the dividends are approved by the shareholder.

3.17	  Revenue and expense recognition

Interest income and expense
Interest income and expense for financial instruments are recognised in ‘Net interest income’ as ‘Interest income’ 
and ‘Interest expense’ in the consolidated statement of profit or loss using the effective interest method.

The interest income or expense is calculated by applying the EIR to the gross carrying amount of non-credit 
impaired financial assets (i.e. at the amortised cost of the financial asset before adjusting for any expected credit 
loss allowance), or to the amortised cost of financial liabilities. For credit-impaired financial assets the interest 
income is calculated by applying the EIR to the amortised cost of the credit-impaired financial assets (i.e. the gross 
carrying amount less the allowance for expected credit losses (ECLs)). For financial assets originated or purchased 
credit-impaired (POCI), the EIR reflects the ECLs in determining the future cash flows expected to be received from 
the financial asset.

Profit from Islamic Finance
Profit on Islamic Finance are recognised on accrual basis and time-apportioned using the effective profit rate 
method. 

Dividend income
Dividend income is recognised when the right to receive payment is established. This is the ex-dividend date for 
listed equity securities, and usually the date when shareholders approve the dividend for unlisted equity 
securities.

Fees and commission income and expense
Fee and commission income and expense include fees other than those that are an integral part of EIR. The fees 
included in this part of the Group’s consolidated statement of profit or loss include among other things fees 
charged for providing a transaction service, non-utilisation fees relating to loan commitments when it is unlikely 
that these will result in a specific lending arrangement and others.

Fee and commission expenses with regards to services are accounted for as the services are received. 

Rental income
Rent arising from leased properties is accounted for on a straight-line basis over the lease terms of ongoing 
leases and is presented as part of ‘Other income’ in consolidated statement of profit or loss.
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Fair value gain / (loss) on investment properties and financial assets at FVTPL 
Financial assets at FVTPL are measured at fair value at the end of each reporting period, with any fair value gains 
or losses recognised in the consolidated statement of profit or loss to the extent they are not part of a designated 
hedging relationship.

Gains or losses arising from changes in the fair value of investment property are included in the consolidated 
statement of profit or loss in the period in which they arise.

3.18	  Financial guarantees and loan commitments
‘Financial guarantees’ are contracts that require the Group to make specified payments to reimburse the holder 
for a loss that it incurs because a specified debtor fails to make payment when it is due in accordance with the 
terms of a debt instrument. ‘Loan commitments’ are firm commitments to provide credit under pre-specified 
terms and conditions.

Liabilities arising from financial guarantees or commitments to provide a loan at a below-market interest rate are 
initially measured at fair value and the initial fair value is amortised over the life of the guarantee or the 
commitment. The liability is subsequently carried at the higher of this amortised amount and the present value of 
any expected payment to settle the liability when a payment under the contract has become probable. Financial 
guarantees and commitments to provide a loan at a below- market interest rate are included within other 
liabilities.

3.19	 Derivative financial instruments

Classification
The Group enters into derivative financial instruments such as interest rate cap and interest rate swap, obtained 
in capital markets. Derivative financial instruments, that do not qualify for hedge accounting are classified as 
“FVTPL – financial assets held for trading”

Initial and subsequent measurement
In the normal course of business, the fair value of a derivative on initial recognition is the transaction price. 
Subsequent to initial recognition, derivative financial instruments are stated at fair values. Fair values are 
generally obtained by reference to quoted market prices in active markets, or by using valuation techniques when 
an active market does not exist.

The positive mark to market values (unrealised gains) of derivative financial instruments is included in other 
assets. The negative mark to market values (unrealised losses) of derivative financial instruments is included in 
other liabilities.

Gains and losses on subsequent measurement
The gains or losses from derivative financial instruments classified as FVTPL are taken to the consolidated 
statement of profit or loss.

4	 Critical accounting estimates and judgments
The preparation of the consolidated financial statements in conformity with the IFRS requires management to 
make judgments, estimates and assumptions that affect the application of accounting policies and reported 
amounts of financial assets and liabilities and the disclosure of contingent liabilities. These judgments, estimates 
and assumptions also affect the revenue, expenses and provisions as well as fair value changes.

These judgments, estimates and assumptions may affect the reported amounts in subsequent financial years. 
Estimates and judgments are currently evaluated and are based on historical experience and other factors. In 
order to reduce the element of subjectivity, the Group has laid down clear criteria to enable estimation of future 
cash flows. As estimates are based on judgments, actual results may differ, resulting in future changes in such 
provisions.
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Following are the estimates and judgements which are applicable: 

Impairment charge on financial assets
a)  Significant increase in credit risk

As explained in note 5.2.6, ECL are measured as an allowance equal to 12-month ECL for Stage 1 assets, or 
lifetime ECL for Stage 2 or Stage 3 assets. An asset moves to Stage 2 when its credit risk has increased 
significantly since initial recognition. IFRS 9 does not define what constitutes a significant increase in credit risk. In 
assessing whether the credit risk of an asset has significantly increased, the Group takes into account qualitative 
and quantitative reasonable and supportable forward-looking information.

b)	 Establishing groups of assets with similar credit risk characteristics

When ECLs are measured on a collective basis, the financial instruments are grouped on the basis of shared risk 
characteristics. The Group monitors the appropriateness of the credit risk characteristics on an ongoing basis to 
assess whether they continue to be similar. This is required in order to ensure that should credit risk 
characteristics change there is appropriate re-segmentation of the assets. This may result in new portfolios being 
created or assets moving to an existing portfolio that better reflects the similar credit risk characteristics of that 
group of assets.

Classification and measurement of investment securities
The classification and measurement of the financial assets depends on the management’s business model for 
managing its financial assets and on the contractual cash flow characteristics of the financial assets assessed. 
Management is satisfied that the Group’s investment in securities are appropriately classified and measured. 
Financial assets that are measured at amortised cost are those assets that are held within a business model 
whose objective is to hold assets in order to collect contractual cash flows and the contractual terms give rise on 
specified dates to cash flows that are solely payments of principal and interest. Financial assets that are 
measured at FVTOCI are investments in equity instruments that are not held to benefit from changes in their fair 
value and are not held for trading. The management believes that designating these instruments as at FVTOCI 
provides a more meaningful presentation of its medium to long-term interest in its investments than holding the 
investments at fair value through profit and loss.

For more details on the valuation of investment securities, refer note 5.7.

Fair valuation of investment securities
Where the fair values of financial assets and financial liabilities recorded in the consolidated statement of financial 
position cannot be derived from active markets, they are determined using valuation techniques that include one 
or more significant market inputs that are unobservable. Valuation techniques that rely to a greater extent on 
unobservable inputs require a higher level of management judgement to calculate a fair value than those based 
wholly on observable inputs. Changes in assumptions about these factors could affect the reported fair value of 
the investment securities. 

Valuation techniques used to calculate fair values are discussed in note 5.7.1.

Fair valuation of investment properties
The fair values of investment properties are based on the highest and best use of the properties, which is their 
current use. The fair valuation of the investment properties is carried out by independent valuers based on the 
comparable method of valuation, the investment valuation method and the residual valuation method, refer to 
note 10 for more details. 

Discounting of lease payments 
The lease payments are discounted using the Group’s incremental borrowing rate. Management has applied 
judgments and estimates to determine the incremental borrowing rate at the commencement of lease by using its 
average cost of borrowing as a reference yield.
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5	 Risk management

5.1	 Overview
The Group’s activities expose it to a variety of financial risks and those activities involve the analysis, evaluation, 
acceptance and management of some degree of risk or combination of risks. Taking risk is core to the financial 
business, and the operational risks are an inevitable consequence of being in business. The Group’s aim is 
therefore to achieve an appropriate balance between risk and return and minimise potential adverse effects on 
the Group’s financial performance. Below are the type of risks the Group is exposed to:

	– Credit risk

	– Liquidity risk

	– Market risk

	– Operational risk

The Group has management committees to oversee the risk management process. The Board Risk & Credit 
Committee, under delegation from the Board of Directors defines policies, processes, and systems to manage 
and monitor credit, market and operational risks. The Group also has a Credit Risk function, which independently 
reviews adherence to all risk management policies and procedures. The Group’s internal audit function, which is 
part of risk framework, primarily evaluates the effectiveness of the controls addressing operational risk.

The Group’s risk management policies are designed to identify and analyse these risks, to set appropriate risk 
limits and controls, and to monitor the risks and adherence to limits by means of reliable and up-to-date 
information systems. The Group’s management regularly reviews the risk management policies and systems to 
reflect changes in markets, products and emerging best practice.

5.2	 Credit risk
Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to 
meet its contractual obligations, and arises principally from the Bank’s loans and advances to customers and 
other banks, and investment securities.

Credit risk also arises through the downgrading of counterparties, whose credit instruments are held by the 
Group, thereby resulting in the value of the assets to fall. As credit risk is the Group’s most important risk, 
considerable resources, expertise and controls are devoted to managing this risk within the Group.

Management is responsible for the formulation of credit policies and processes in line with growth, risk 
management and strategic objectives.

The credit policy provides the development of a systematic and consistent approach to identifying and managing 
borrower and counter party risks.

The credit risk function in addition to the credit team are responsible for the recognition and management of 
credit risk both at transaction and portfolio levels and to ensure that risk procedures are adhered to in a manner 
consistent with the Group’s credit policy. The Group manages limits and controls concentration of credit risk 
wherever they are identified, in particular, to individual counterparties and groups, and to industries.

The Group manages credit risk through diversification of investment activities to avoid undue concentrations of 
risks in specific locations or industry segments. The Group also monitors credit exposures by limiting transactions 
with specific counterparties, and continually assesses the creditworthiness of counterparties.

The carrying amount of financial assets represents the maximum credit exposure.

For risk management purposes, credit risk arising on financial assets at fair value through profit or loss is 
managed independently, and reported as a component of market risk exposure.
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The Group’s credit risk management framework includes:

	– Formulating credit policies in consultation with business units, covering collateral requirements, credit assessment, 
risk grading and reporting, documentary and legal procedures, and compliance with regulatory and statutory 
requirements.

	– Establishing the authorisation structure for the approval and renewal of credit facilities. Authorisation limits are 
allocated to business unit Credit Officers. Larger facilities require approval by Credit Manager, the Head of Credit, 
Credit Committee or the Board of Directors as appropriate.

	– Reviewing and assessing all credit exposures in excess of designated limits, prior to facilities being committed to 
customers. Renewals and reviews of facilities are subject to the same review process.

	– Limiting concentrations of exposure to counterparties, geographies and industries (for loans and advances), and 
by issuer, credit rating band, market liquidity and country (for investments).

	– Developing and maintaining the Group’s risk grading in order to categorise exposures according to the degree of 
risk of financial loss faced and to focus management on the attendant risks. The risk grading system is used in 
determining where impairment provisions may be required against specific credit exposures. The current risk 
grading system consists of ten grades reflecting various degrees of risk of default and the availability of collateral 
or other credit risk mitigation. The responsibility for setting risk grades lies with the final approving executive/ 
committee as appropriate. Risk grades are subject to regular reviews.

	– Reviewing compliance, on an ongoing basis, with agreed exposure limits relating to counterparties, industries and 
countries and reviewing limits in accordance with risk management strategy and market trends.

In addition, the Group manages the credit exposure by obtaining collateral where appropriate and limiting the duration 
of exposure. In certain cases, the Group may also close out transactions or assign them to other counterparties to 
mitigate credit risk. Credit risk in respect of derivative financial instruments, if any, is limited to those with positive fair 
values.

5.2.1	 Collateral and other credit enhancements

Collateral risk
The Group obtains collateral and other credit enhancements in ordinary course of business from counterparties. 
Collateral is used to mitigate credit risk, as the secondary source of repayment in case the counterparty cannot meet its 
contractual repayment obligations. Credit policy and procedures set out the acceptable types of collateral, as well as a 
process by which additional instruments and/or asset types can be considered for approval.

On an overall basis, during the year there was no material deterioration in the quality of collateral held by the Group. In 
addition, there were no changes in collateral policies of the Group.

As at 31 December 2023, the Group held credit risk mitigants with an estimated value of AED 80,270 thousand (2022: 
AED 80,210 thousand) against watch list and credit impaired receivables from Loans and advances to customers, 
Islamic Finance and investments in the form of real estate collateral, other securities over assets, cash deposits and 
guarantees. The Group accepts sovereign guarantees and guarantees from well-reputed local or international banks, 
well-established local or multinational large corporate and high net-worth private individuals. Collateral generally is not 
held against placements with banks and other financial institutions, and no such collateral was held at 31 December 
2023 or 31 December 2022.
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The table below stratifies gross credit exposures from mortgage loans and advances (including Islamic facilities) 
to retail customers by ranges of loan-to-value (LTV) ratio.

2023
AED’000

2022 
AED’000

LTV ratio

Less than 50% 16,012 16,503

51 – 70% 41,287 45,035

71 – 90% 393,542 431,390

91 – 100% 2,721,488 2,873,941

At 31 December 3,172,329 3,366,869

5.2.2	 Maximum exposure to credit risk before collateral held or other credit enhancements
The gross exposure to credit risk for on balance sheet items is their carrying value. For financial guarantees 
recorded off balance sheet, the gross exposure to credit risk is the maximum amount that the Group would have 
to pay if the guarantees were to be called upon.

2023
AED’000

2022 
AED’000

Cash and balances with the UAE Central Bank 65,143 38,994

Balances and deposits with banks 7,241,559 4,589,807

Loans and advances 6,038,941 5,198,522

Islamic Finance 1,710,822 1,863,849

Investment securities – debt securities 1,414,615 1,432,926

Derivative financial instruments 37,820 268

Other assets – interest receivable 136,301 58,250

At 31 December 16,645,201 13,182,616

Off-balance sheet – credit guarantees 264,632 465,3504

The above table represents the maximum exposure of credit risk for amortised cost financial instruments and 
off-balance sheet financial instruments as at 31 December 2023 and 31 December 2022, without taking into 
account any collateral held or other credit enhancements attached. 
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5.2.3	 Concentration of credit risk
Concentrations arise when a number of counterparties are engaged in similar business activities, or activities in 
the same geographic region, or have similar economic features that would cause their ability to meet contractual 
obligations to be similarly affected by changes in economic, political or other conditions. Concentrations indicate 
the relative sensitivity of the Group’s performance to developments affecting a particular industry or geographical 
location.

In order to avoid excessive concentrations of risk, the Group’s policies and procedures include specific guidelines 
to focus on maintaining a diversified portfolio. Identified concentration of credit risk is controlled and managed 
accordingly.

An analysis of concentration of credit risk at the reporting date by sectors is shown below.

Public 
Sector

AED’000

Financial
Sector 

AED’000

Private / 
retail

Sector 
AED’000

Total
AED’000

31 December 2023

Cash and balances with UAE Central Bank 65,143 - - 65,143

Balances and deposits with banks - 7,240,977 - 7,240,977

Loans and advances to customers 2,940,070 6,749 2,816,472 5,763,291

Islamic Finance - - 1,661,324 1,661,324

Investment securities - debt instruments 823,296 510,042 79,299 1,412,637

Derivative financial instruments - - 37,820 37,820

Other assets - interest receivable 8,539 98,760 29,002 136,301

3,837,048 7,856,528 4,623,917 16,317,493

31 December 2022

Cash and balances with UAE Central Bank 38,994 - - 38,994

Balances and deposits with banks - 4,589,133 - 4,589,133

Loans and advances to customers 2,624,360 10,956 2,314,313 4,949,629

Islamic Finance - - 1,842,690 1,842,690

Investment securities – debt instruments 830,460 522,385 79,503 1,432,348

Derivative financial instruments - - 268 268

Other assets – interest receivable 8,663 32,401 17,186 58,250

3,502,477 5,154,875 4,253,960 12,911,312
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The Group monitors concentrations of credit risk by sector and by geographic location. An analysis of 
concentration of credit risk at the reporting date by geographical location is shown below.

UAE
AED’000

GCC
AED’000

Total
AED’000

31 December 2023

Cash and balances with UAE Central Bank 65,143 - 65,143

Balances and deposits with banks 7,240,977 - 7,240,977

Loans and advances to customers 5,758,705 4,586 5,763,291

Islamic Finance 1,661,324 - 1,661,324

Investment securities - debt instruments 969,698 442,939 1,412,637

Derivative financial instruments 37,820 - 37,820

Other assets - interest receivable 133,047 3,254 136,301

15,866,714 450,779 16,317,493

31 December 2022

Cash and balances with UAE Central Bank 38,994 - 38,994

Balances and deposits with banks 4,589,133 - 4,589,133

Loans and advances to customers 4,945,043 4,586 4,949,629

Islamic Finance 1,842,690 - 1,842,690

Investment securities – debt instruments 1,034,064 398,284 1,432,348

Derivative financial instruments 268 - 268

Other assets – interest receivable 55,372 2,878 58,250

12,505,564 405,748 12,911,312

5.2.4	 Credit quality
The Group has management committees to oversee the risk management process. The Board Risk & Credit 
Committee, under delegation from the Board of Directors defines policies, processes, and systems to manage 
and monitor credit, market and operational risks.

The Group maintains a risk grading system in order to categorize exposures according to the degree of risk of 
financial loss faced and to focus management on the attendant risks. The risk grading system is used in 
determining where impairment provisions may be required against specific credit exposures. The current risk 
grading system consists of ten grades reflecting various degrees of risk of default and the availability of collateral 
or other credit risk mitigation. The responsibility for setting risk grades lies with the final approving executive or 
committee, as appropriate. Risk grades are subject to regular reviews.

Balances and deposits with banks
As at 31 December 2023, the Group’s money market placements and balances in current and call accounts with 
banks, with gross amounts amounting to AED 7,242 thousand (2022: AED 4,590 thousand) are deposited only in 
banks that are directly, or comparably with the peer institutions, rated as investment grade (i.e. ranges from 
‘BBB+’ to ‘A’) by a global external rating agency.  Accordingly, placements in these banks are considered to be low 
credit risk investments and are classified as Stage 1. These are carried at amortised cost less allowance for 
impairment.
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Loans and advances to customers and Islamic finance
The following table sets out information about loans and advances to customers and Islamic finance. These are 
carried at amortised cost.

2023

Stage 1
AED’000

Stage 2 
AED’000

Stage 3 
AED’000

Total
AED’000

Low risk 7,242,384 - - 7,242,384

Watch list - 195,650 - 195,650

Doubtful - - 105,342 105,342

Loss - - 206,387 206,387

7,242,384 195,650 311,729 7,749,763

Less: Allowance for impairment (40,319) (37,147) (247,682) (325,148)

Carrying amount 7,202,065 158,503 64,047 7,424,615

2022

Low risk 6,657,751 - - 6,657,751

Watch list - 145,774 - 145,774

Doubtful - - 109,549 109,549

Loss - - 149,297 149,297

6,657,751 145,774 258,846 7,062,371

Less: Allowance for impairment (51,486) (11,659) (206,907) (270,052)

Carrying amount 6,606,265 134,115 51,939 6,792,319
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Following table sets out information about the movement in gross exposures by stages of loans and advances to 
customers, Islamic finance.

2023

Stage 1
AED’000

Stage 2 
AED’000

Stage 3 
AED’000

Total
AED’000

Balance as at 1 January 6,657,751 145,774 258,846 7,062,371

Transfer to Stage 1 64,217 (64,217) - -

Transfer to Stage 2 (137,597) 141,221 (3,624) -

Transfer to Stage 3 (30,533) (28,867) 59,400 -

New financial assets originated 2,286,124 20,057 5,565 2,311,746

De-recognition of financial assets (874,825) (12,987) (747) (888,559)

Other movements within the same stage (722,753) (5,331) (7,711) (735,795)

Balance as at 31 December 7,242,384 195,650 311,729 7,749,763

2022

Balance as at 1 January 5,889,804 112,450 256,601 6,258,855

Transfer to Stage 1 74,385 (73,190) (1,195) -

Transfer to Stage 2 (98,323) 105,989 (7,666) -

Transfer to Stage 3 (17,611) (1,059) 18,670 -

New financial assets originated 1,949,300 7,163 8,239 1,964,702

De-recognition of financial assets (722,543) (3,387) (4,123) (730,053)

Other movements within the same stage (417,261) (2,192) (11,680) (431,133)

Balance as at 31 December 6,657,751 145,774 258,846 7,062,371

Investment securities
The following table sets out information about debt investment securities which are carried at amortised cost:

2023

Stage 1
AED’000

Stage 2 
AED’000

Stage 3 
AED’000

Total 
AED’000

Low risk 1,276,372 - - 1,276,372

Less: Allowance for impairment (1,978) - - (1,978)

Carrying amount 1,274,394 - - 1,274,394

2022

Low risk 1,295,257 - - 1,295,257

Less: Allowance for impairment (578) - - (578)

Carrying amount 1,294,679 - - 1,294,679

During the year, no transfers to other stages occurred in the gross exposures of debt securities carried at 
amortised cost. Movement within the same stage (Stage 1) is disclosed in note 9.
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Credit Guarantees
The following table sets out information about financial guarantees issued by bank:

2023

Stage 1
AED’000

Stage 2 
AED’000

Stage 3 
AED’000

Total
AED’000

Low risk 258,882 - - 258,882

Watchlist - 5,750 - 5,750

Loss - - 3,400 3,400

Less: Allowance for impairment (2,546) (102) (3,400) (6,048)

Carrying amount 256,336 5,648 - 261,984

2022

Low risk 465,350 - - 465,350

- - 1,598 1,598

Less: Allowance for impairment (7,277) - (1,598) (8,875)

Carrying amount 458,073 - - 458,073

5.2.5	 Inputs, assumptions and techniques used for estimating impairment
a)	 Significant increase in credit risk

When determining whether the risk of default on a financial instrument has increased significantly since initial 
recognition, the Group considers reasonable and supportable information that is relevant and available without 
undue cost or effort. This includes both quantitative and qualitative information and analysis including internal 
credit risk grading system, external risk ratings, where available, delinquency status of accounts, credit judgement 
and, where possible, relevant historical experience and forward-looking information. The Group may also 
determine that an exposure has undergone a significant increase in credit risk based on particular qualitative 
indicators that it considers are indicative of such and whose effect may not otherwise be fully reflected in its 
quantitative analysis on a timely basis.

The objective of the assessment is to identify whether a significant increase in credit risk has occurred for an 
exposure. The Group uses three criteria for determining whether there has been a significant increase in credit 
risk:

	– quantitative test based on movement in PD;

	– qualitative indicators; and

	– a backstop of 30 days past due.

b)	 Credit risk grades

Credit risk grades are defined using qualitative and quantitative factors that are indicative of risk of default. These 
factors vary depending on the nature of the exposure and the type of borrower. Exposures are subject to on-going 
monitoring, which may result in an exposure being moved to a different credit risk grade.

c)	 Generating the term structure of Probability of Default (PD)

The Group employs statistical models to analyze the data collected and generate estimates of PD of exposures 
and how these are expected to change as a result of the passage of time. This analysis includes the identification 
and calibration of relationships between changes in default rates and changes in key macro-economic factors, 
across various geographies in which the Group has exposures.
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d)	 Renegotiated financial assets

The contractual terms of a loan may be modified for a number of reasons, including changing market 
conditions, customer retention and other factors not related to a current or potential credit deterioration 
of the customer. An existing loan whose terms have been modified may be derecognised and the 
renegotiated loan recognised as a new loan at fair value. Where possible, the Group seeks to restructure 
loans rather than to take possession of collateral, if available. This may involve extending the payment 
arrangements and documenting the agreement of new loan conditions. Management continuously reviews 
renegotiated loans to ensure that all criteria are met and that future payments are likely to occur.

Facilities which are restructured due to credit reasons in past 12 months are classified under Stage 2. A 
borrower would need to demonstrate consistently good payment history over a period of time before the 
exposure is upgraded to Stage 1.

e)	 Definition of default

The Group considers a financial asset to be in default when:

	– the borrower is unlikely to pay its credit obligations to the Group in full, without recourse by the Group 
to actions such as realizing security (if any is held);

	– it is becoming probable that the borrower will enter bankruptcy or other financial reorganisation; or

	– the borrower is past due more than 90 days on any material credit obligation to the Group.

In assessing whether a borrower is in default, the Group also considers indicators that are:

	– quantitative - e.g. overdue status and non-payment on another obligation of the same issuer to the 
Group;

	– qualitative - e.g. borrowers’ cooperation and the clarity and availability of the information requested; 
and

	– based on data developed internally and obtained from external sources.

Inputs into the assessment of whether a financial instrument is in default and their significance may vary 
over time to reflect changes in circumstances. The definition of default largely aligns with that applied by 
the Group for regulatory capital purposes.

f)	 Curing

Assets can move back to Stage 1 from Stage 2 when they no longer meet the significant increase in credit 
risk criteria and have completed a probation period of 12 months, defined by the Group. An account shall 
move from Stage 3 to Stage 2 when objective evidence of impairment fails to exist, post which it shall 
follow the curing period of 12 months before it can be transferred to Stage 1. The policy also ensures that 
none of the assets can move back directly to Stage 1 from Stage 3.

g)	 Incorporation of forward-looking information

The Group employs statistical models to incorporate macro-economic factors on historical default rates. In 
case none of the above macro - economic parameters are statistically significant or the results of 
forecasted PDs deviate from the present forecast of the economic conditions, qualitative PD overlays are 
used by management after analyzing the portfolio.

Incorporating forward looking information increases the level of judgement as to how changes in these 
macroeconomic factors will affect the ECL applicable to the stage 1 and stage 2 exposures which are 
considered as performing. The methodologies and assumptions involved, including any forecasts of future 
economic conditions, are reviewed periodically.

The assessment of significant increase in credit risk (SICR) and the calculation of ECL both incorporate 
forward-looking information. The Group uses mathematical function, which links the credit cycle index (CCI) 
with PD as a key input to ECL. These economic variables and their associated impact on the PD, EAD and 
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LGD vary by financial instrument. Forecasts of these economic variables (the “base economic scenario”) are 
provided by the Group’s Economics team on a quarterly basis and provide the best estimate view of the economy 
over the next five years. After five years, to project the economic variables out for the full remaining lifetime of 
instrument, a mean reversion approach has been used.

Scenarios are incorporated through the forward looking factors selected which are CCI factors that are 
conditioned and then used as an input to the various ECL components. The CCI calculation is derived through the 
construction of suitable credit cycles based on economic variables that can be used as proxy to describe credit 
activities within each country of operation. CCI can be derived from a number of historical factors, such as risky 
yields, credit growth, credit spreads, default or NPL rates data. Interdependency exists between macro-economic 
factors such as GDP 2.2 % to 3.1% and the CCI, given its integral part in driving the economic or business cycles.

h)	 Measurement of ECL

The key inputs into the measurement of ECL are the term structure of the following variables:

	– probability of default (PD);

	– loss given default (LGD);

	– exposure at default (EAD).

These parameters are generally derived from internally developed statistical models and other historical data. 
They are adjusted to reflect forward-looking information as described above.

PD constitutes a key input in measuring ECL. Probability of default is an estimate of the likelihood of default over a 
given time horizon, the calculation of which includes historical data, assumptions and expectations of future 
conditions.

LGD is an estimate of the loss arising on default. It is based on the difference between the contractual cash flows 
due and those that the lender would expect to receive, taking into account cash flows from collateral and integral 
credit enhancements.

EAD represents the expected exposure in the event of a default. The Group derives the EAD from the current 
exposure to the counterparty and potential changes to the current amount allowed under the contract including 
amortisation. The EAD of a financial asset is its gross carrying amount. For lending commitments and financial 
guarantees, the EAD includes the amount drawn, as well as potential future amounts that may be drawn under 
the contract, which are estimated based on historical observations and forward-looking forecasts.

Where modelling of a parameter is carried out on a collective basis, the financial instruments are grouped on the 
basis of shared risk characteristics that include:

	– credit risk grading;

	– product type; and

	– geographic location of the borrower.

The groupings are subject to regular review to ensure that exposures within a particular group remain 
appropriately homogeneous.

ECL for exposures in Stage 1 is calculated by multiplying the 12-month PD by LGD and EAD. Lifetime ECL is 
calculated by multiplying the lifetime PD by LGD and EAD.

i)	 Credit risk monitoring

For IFRS 9 ECL computation, credit exposures are monitored and reported as per IFRS 9 requirements. Stage 
migrations, any exceptions to SICR criteria, other credit and impairment related matters are reviewed and 
approved by an appropriate management committee.

Risks of the Group’s credit portfolio are continuously assessed and monitored on the basis of exceptions, 
management information reports and returns generated by the business and credit units. Credit risk is also 
monitored on an ongoing basis with formal monthly and quarterly reporting to ensure that senior management is 
aware of shifts in the credit quality of the portfolio along with changing external factors.
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j)	 Collateral management

Collaterals and guarantees are effectively used as mitigating tools by the Group. The quality of collateral is 
continuously monitored and assessed and the Bank seeks to ensure enforceability of the collateral. Major 
categories of collaterals include cash/ fixed deposits, inventories, shares, guarantees (corporate, bank and 
personal guarantees), immovable properties, receivables and vehicles.

Collaterals are revalued regularly as per the bank’s credit policy. In addition, ad hoc valuations are also carried out 
depending on the nature of collateral and general economic condition. This enables the Bank to assess the fair 
market value of the collateral and ensure that risks are appropriately covered. Security structures and legal 
covenants are also subject to regular review.

5.2.6	 Loss allowance
The following tables show reconciliations from the opening to the closing balance of the loss allowance by class of 
financial instruments.

Balances and deposits with banks
2023

Stage 1
AED’000

Stage 2 
AED’000

Stage 3 
AED’000

Total ECL
AED’000

Balance as at 1 January 674 - - 674

New financial assets originated 582 - - 582

De-recognition of financial assets (674) - - (674)

Balance as at 31 December 582 - - 582

2022

Balance as at 1 January 1,345 - - 1,345

New financial assets originated 674 - - 674

De-recognition of financial assets (1,345) - - (1,345)

Balance as at 31 December 674 - - 674
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Loans and advances to customers and Islamic finance

2023

Stage 1
AED’000

Stage 2 
AED’000

Stage 3 
AED’000

Total ECL
AED’000

Balance as at 1 January 51,486 11,659 206,907 270,052

Transfers to Stage 1 607 (607) - -

Transfers to Stage 2 (22,155) 22,594 (439) -

Transfers to Stage 3 (17,751) (15,959) 33,710 -

Net re-measurement of loss allowance 28,804 14,146 4,110 47,060

New financial assets originated 7,242 6,274 4,141 17,657

De-recognition of financial assets (7,914) (960) (747) (9,621)

Balance as at 31 December 40,319 37,147 247,682 325,148

2022

Balance as at 1 January 56,313 6,936 189,762 253,011

Transfers to Stage 1 538 (524) (14) -

Transfers to Stage 2 (7,820) 8,565 (745) -

Transfers to Stage 3 (6,489) (617) 7,106 -

Net re-measurement of loss allowance 2,380 (2,946) 11,420 10,854

New financial assets originated 10,641 642 1,374 12,657

De-recognition of financial assets (4,077) (397) (1,996) (6,470)

Balance as at 31 December 51,486 11,659 206,907 270,052

For the impairment of loans and advances to customers and Islamic finance, the Bank maintains a management 
overlay to capture the characteristics of the market and associated risks which are not captured in the existing ECL 
model. As at 31 December 2023, management overlay amounted to AED 15.1 million (2022: AED 13.4 million).

Investment securities (Debt instruments)

2023

Stage 1
AED’000

Stage 2 
AED’000

Stage 3 
AED’000

Total ECL
AED’000

Balance as at 1 January 578 - - 578

Net remeasurement of loss allowance 1,098 - - 1,098

New financial assets originated 323 - - 323

De-recognition of financial assets (21) - - (21)

Balance as at 31 December 1,978 - - 1,978

2022

Balance as at 1 January 480 - - 480

Net remeasurement of loss allowance (65) - - (65)

New financial assets originated 189 - - 189

De-recognition of financial assets (26) - - (26)

Balance as at 31 December 578 - - 578
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Credit Guarantees

2023

Stage 1
AED’000

Stage 2 
AED’000

Stage 3 
AED’000

Total ECL
AED’000

Balance as at 1 January 7,277 - 1,598 8,875

Transfers to Stage 2 (100) 100 - -

Transfers to Stage 3 (1,802) - 1,802 -

Net re-measurement of loss allowance (2,553) - - (2,553)

New financial assets originated 772 3 - 775

De-recognition of financial assets (1,049) - - (1,049)

Balance as at 31 December 2,545 103 3,400 6,048

2022

Balance as at 1 January 1,799 - 1,799

Net re-measurement of loss allowance (201) 1,598 1,397

New financial assets originated 6,677 - 6,677

De-recognition of financial assets (998) - (998)

Balance as at 31 December 7,277 - 1,598 8,875

5.3	 Market risk
The Group takes on exposure to market risks, which is the risk that the fair value or future cash flows of a financial 
instrument will fluctuate because of changes in market prices. Market risks arise from open positions in interest 
rate, currency and equity instruments, all of which are exposed to general and specific market movements and 
changes in the level of volatility of market rates or prices such as interest rates, credit spreads, foreign exchange 
rates and equity prices. Management of the Group meet on a regular basis to monitor and manage market risks.

Price risk
The Group is exposed to equity securities price risk because of investments held by the Group and classified on 
the consolidated statement of financial position at fair value through other comprehensive income. To manage its 
price risk arising from investments in equity securities, the Group diversifies its portfolio. Diversification of the 
portfolio is done in accordance with the limits set by the management.

The table below summarizes the impact of a 10% increase / decrease of the prices of this portfolio, on the Group’s 
results and equity for the year ended 31 December 2023 and 2022. The analysis is based on the assumptions 
that all other variables will remain constant and where applicable, the Group’s investments moved according to 
the historical correlation of the relevant index.

Impact on equity of the Group

2023
AED’000

2022
AED’000

+/-10 % change in equity prices +/-28,563 +/-27,987
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Cash flow and fair value interest rate risk
Cash flow interest rate risk is the risk that the future cash flows of a financial instrument will fluctuate because  
of changes in market interest rates. Fair value interest rate risk is the risk that the value of a financial instrument 
will fluctuate because of changes in market interest rates. The Group’s management monitors interest rates on  
a regular basis.

Interest sensitivity of assets and liabilities
The Group is exposed to various risks associated with the effects of fluctuations in the prevailing levels of market 
interest rates on its financial position and cash flows. Interest rate risk is assessed by measuring the impact of 
reasonable possible change in interest rate movements.

Interest rate risk arises from interest bearing financial instruments and reflects the possibility that changes in 
interest rates will adversely affect the value of the financial instruments and the related income. The Group 
manages this risk principally thorough monitoring interest rate gaps and by matching the re-pricing profile of 
assets and liabilities with this regard.

A portion of the Group’s assets and liabilities are re-priced within three months. Accordingly, there is a limited 
exposure to interest rate risk in this regard.

The effective interest rate is the rate that, when applied in a present value calculation of future contractual cash 
flows, results in the carrying amount of the instrument. The rate is an original effective interest rate for a fixed rate 
instrument carried at amortised cost and a current market rate for a floating instrument or an instrument carried 
at fair value.



98        Emirates Development Bank

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
(CONTINUED) 
for the year ended 31 December 2023

The following table sets out the Group’s assets and liabilities at carrying amounts, categorized by the earlier of 
contractual repricing or maturity dates.

Up to 3 
months

AED’000

3 to 12 
months

AED’000

Non-
interest 

sensitive
AED’000

Total
AED’000

At 31 December 2023

Assets

Cash and balances with the UAE Central Bank - - 65,143 65,143

Balances and deposits with banks 5,573,545 1,631,958 35,474 7,240,977

Loans and advances to customers 1,583,057 4,180,234 - 5,763,291

Islamic Finance 670,629 990,695 - 1,661,324

Investment securities 40,665 1,371,972 285,630 1,698,267

Derivative financial instruments - - 37,820 37,820

Other assets – interest receivable - - 136,301 136,301

7,867,896 8,174,859 560,368 16,603,123

Liabilities

Due to banks - - - -

Deposits and funds 1,641,980 2,749,520 948,909 5,340,409

Term borrowings 2,754,750 2,752,730 - 5,507,480

Derivative financial instruments - - 37,820 37,820

Other liabilities - - 265,216 265,216

4,396,730 5,502,250 1,251,945 11,150,925

Net gap 3,471,166 2,672,609 (691,577) 5,452,198

At 31 December 2022

Assets

Cash and balances with the UAE Central Bank - - 38,994 38,994

Balances and deposits with banks 4,114,392 449,934 24,807 4,589,133

Loans and advances to customers 1,021,039 3,928,590 - 4,949,629

Islamic Finance 697,368 1,145,322 - 1,842,690

Investment securities 44,927 1,387,421 279,868 1,712,216

Derivative financial instruments - - 268 268

Other assets – Interest receivable - - 58,250 58,250

5,877,726 6,911,267 402,187 13,191,180

Liabilities

Due to banks 25,000 - - 25,000

Deposits and funds 1,442,297 - 949,600 2,391,897

Term borrowings - - 5,505,928 5,505,928

Derivative financial instruments - - 268 268

Other liabilities - - 206,562 206,562

1,467,297 - 6,662,358 8,129,655 

Net gap 4,410,429 6,911,267 (6,260,171) 5,061,525
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Interest rate risk is assessed by measuring the impact of reasonable possible change in interest rate movements. 
The Group assumes a fluctuation in EIBOR rates of 25 basis points (bps) and estimates the following impact on 
the net profit for the year and net assets at that date, with all other variables held constant:

2023  
AED’000

2022
AED’000

Effect of a +/- 25 bps change in EIBOR gain or loss +/-10,980 +/-14,332

 
The interest rate sensitivities set out above employ simplified scenarios. They are based on AED 12,289 million 
(2022: AED 8,752 million) interest bearing assets and AED 7,146 million (2022: AED 1,467 million) interest 
bearing liabilities. The sensitivity does not incorporate actions that could be taken by management to mitigate the 
effect of interest rate movements.

Currency risk
Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange 
rates and arises from financial instruments denominated in a foreign currency. The Group’s functional currency is 
the UAE Dirham. Positions are closely monitored and strategies are used to ensure positions are maintained 
within established limits.

The Group’s assets are typically funded in the same currency as that of the business transacted in order to 
eliminate foreign exchange exposure.

As at 31 December 2023, the Group had exposures denominated in US Dollars amounting to net short exposures 
of AED 1,346 million (2022: net short exposure of AED 4,077 million). As AED is pegged against US Dollar, the 
Group’s risk exposure to this currency is limited.

Management of market risks
Overall authority for market risk is vested in ALCO, which sets up limits for each type of risk in aggregate and for 
portfolios. Management is responsible for the development of detailed risk management policies (subject to 
review and approval by ALCO) and for the day-to-day review of their implementation.
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5.4	 Liquidity risk
Liquidity risk is the risk that the Group is unable to meet its payment obligations associated with its financial 
liabilities when they fall due and to replace funds when they are withdrawn. The consequence may be the failure to 
fulfil commitments to lend. The Group’s liquidity risk monitoring process is performed by Group’s management.

The following table analyses the Group’s assets and liabilities into relevant maturity groupings based on the 
remaining period at the date of the consolidated statement of financial position to the contracted maturity date:

Up to 12 
months

AED’000

Over 12 
months

AED’000

Unspecified 
maturity
AED’000

Total
AED’000

At 31 December 2023
Assets

Cash and balances with the UAE Central Bank 65,143 - - 65,143

Balances and deposits with banks 7,240,977 - - 7,240,977

Loans and advances 1,189,111 4,574,180 - 5,763,291

Islamic Finance 38,246 1,623,078 - 1,661,324

Investment securities 270,554 1,142,083 285,630 1,698,267

Derivative financial instruments 46 37,774 - 37,820

Other assets - Interest receivable 136,301 - - 136,301

8,940,378 7,377,115 285,630 16,603,123

Liabilities

Due to banks - - - -

Deposits and funds 5,340,409 - - 5,340,409

Term borrowings 2,754,750 2,752,730 - 5,507,480

Derivative financial instruments 46 37,774 - 37,820

Other liabilities 257,902 - 7,314 265,216

8,353,107 2,790,504 7,314 11,150,925

Net liquidity availability  587,271 4,586,611 278,316 5,452,198

At 31 December 2022
Assets

Cash and balances with the UAE Central Bank 38,994 - - 38,994

Balances and deposits with banks 4,589,133 - - 4,589,133

Loans and advances 893,037 4,056,592 - 4,949,629

Islamic Finance 28,127 1,814,563 - 1,842,690

Investment securities 144,731 1,287,617 279,868 1,712,216

Derivative financial instruments - 268 - 268

Other assets – Interest receivable 58,250 - - 58,250

5,752,272 7,159,040 279,868 13,191,180

Liabilities

Due to banks 25,000 - - 25,000

Deposits and funds 2,391,897 - - 2,391,897

Term borrowings - 5,505,928 - 5,505,928

Derivative financial instruments - 268 - 268

Other liabilities 190,718 7,277 8,567 206,562

2,607,615 5,513,473 8,567 8,129,655

Net liquidity availability 3,144,657 1,645,567 271,301 5,061,525
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Maturity of assets and liabilities is determined on the basis of the remaining period from the date of the 
consolidated statement of financial position to the contractual maturity date.

The matching and controlled mismatching of the maturities and interest rates of assets and liabilities is 
fundamental to the management of the Group. It is unusual for banks ever to be completely matched since 
business transacted is often of uncertain term and of different types. An unmatched position potentially enhances 
profitability but can also increase the risk of losses.

The maturities of assets and liabilities and the ability to replace, at an acceptable cost, interest-bearing liabilities 
as they mature, are important factors in assessing the liquidity of the Group and its exposure to changes in 
interest rates and exchange rates.

5.5	 Operational risks
Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the 
Group’s processes, personnel, technology and infrastructure, and from external factors other than credit, market 
and liquidity risks such as those arising from legal and regulatory requirements and generally accepted standards 
of corporate behaviour. Operational risks arise from all of the Group’s operations and are faced by all business 
entities.

The Group’s objective is to manage operational risk so as to balance the avoidance of financial losses and damage 
to the Group’s reputation with overall cost effectiveness and to avoid control procedures that restrict initiative and 
creativity.

Management is responsible for the development and implementation of controls to address operational risk. This 
responsibility is supported by the development of overall standards for the management of operational risk.

5.6	 Capital risk management
The Group’s objectives when managing capital is to safeguard the Group’s ability to continue as a going concern in 
order to provide returns for shareholders and to maintain an optimal capital structure to reduce the cost of 
capital. The Group is not exposed to capital risk due to the availability of surplus funds.

5.7	 Fair value hierarchy
All financial assets and liabilities are measured at amortised cost except for financial assets at fair value through 
other comprehensive income and financial assets at fair value through profit or loss, which are measured at fair 
value by reference to published price quotations in an active market.

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable 
willing parties in an arm’s length transaction. Consequently, differences can arise between book values and the 
fair value estimates. Underlying the definition of fair value is the presumption that the Group is a going concern 
without any intention or requirement to materially curtail the scale of its operation or to undertake a transaction 
on adverse terms.

The Group has adopted the amendment to IFRS 7 for financial instruments that are measured in the consolidated 
statement of financial position at fair value; this requires disclosure of fair value measurements by level of the 
following fair value measurement hierarchy:

Level 1 – Quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2 – �Inputs other than quoted prices included within level 1 that are observable for asset or liability, either	
directly (that is, as prices) or indirectly (that is, derived from prices).

Level 3 – �Inputs for the asset or liability that are not based on observable market data (that is, unobservable 
inputs).

The Group measures the fair values of its quoted financial assets at fair value through other comprehensive 
income and financial assets at fair value through profit or loss using the quoted market price (unadjusted) in 
active market for an identical instrument (Level 1). For the unquoted securities, the Group measures its fair value 
based on Level 3, using a market comparison technique which is mainly based on market multiples derived from 
financial information of companies comparable to the investee and the expected EBITDA of the investee, among 
others. The estimate is adjusted for the effect of non-marketability of the equity securities. 
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The fair values of balance with the UAE Central Bank, balances and deposits with banks, deposits from 
governmental authorities and corporate customers, which are predominantly short term in tenure and issued at 
market rates, are considered to reasonably approximate their carrying amount. The Group estimates that the fair 
value of its conventional housing portfolio and Ijarah and Estisnaa portfolios not to be materially different from its 
carrying amount since all of these balances carry floating market rates of interest and are re-priced on semiannual 
basis.

As at 31 December 2023, the fair values of the financial investments measured at amortised cost amounted to 
AED 1.2 billion (2022: AED 1.2 billion). As at 31 December 2023, the fair values of the term borrowings amounted 
to AED 5.3 billion (2022: AED 5.2 billion).

The following table provides an analysis of financial instruments that are measured subsequent to initial 
recognition at fair value, grouped into Levels 1 to 3 based on the degree to which the fair value is observable.

Level 1
AED’000

Level 2 
AED’000

Level 3 
AED’000

Total
AED’000

At 31 December 2023

Financial assets at FVTPL 138,242 - - 138,242

Financial assets at FVTOCI 188,322 - 97,308 285,630

Derivative financial instruments - 37,820 - 37,820

326,564 37,820 97,308 461,692

At 31 December 2022

Financial assets at FVTPL 137,669 - - 137,669

Financial assets at FVTOCI 164,568 - 115,300 279,868

Derivative financial instruments - 268 - 268

302,237 268 115,300 417,805

During the year, there were no transfers between Level 1 and Level 2 fair value measurements, and no transfers 
into or out of Level 3 fair value measurements.
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5.7.1	 Valuation techniques and significant unobservable inputs
The following table shows the valuation techniques used in measuring Level 3 fair values, as well as the significant 
unobservable inputs used.

Type Valuation technique
Significant 
unobservable inputs

Inter-relationship between significant 
unobservable inputs and fair value 
measurements

Unquoted 
Equities

Market comparison 
technique

The valuation model is 
based on market 
multiples derived from 
quoted prices of 
companies comparable 
to the investee and the 
expected EBITDA of the 
investee. The estimate 
is adjusted for the 
effect of non- 
marketability of the 
equity securities.

EBITDA / Forecasted 
EBITDA

Marketability discounts 
(ranges from 10% to 
25% for 2024 and 
2023)

Performance discounts 
(ranges from 10% to 
25% for 2024 as 
compared to 5% to 
25% for 2023)

Financial multiples of 
comparable entities:

	– EV/EBITDA (ranges 
from 8.1x to 13.8x)

	– EV/Revenue (ranges 
from 0.4x to 1.3x)

	– P/BV (ranges from 
0.7x to 1x)

	– Average P/E (ranges 
from 8.5x to 9.4x) 
(2022: 8.0x to 8.8x)

	– EV/LTM EBITDA 
(ranges from 8.0x to 
15.2x) (2022: 8.3x to 
15.8x)

	– EV/Average EBITDA 
(ranges from 7.7x to 
10.7x) (2022: 7.6x to 
13x)

The estimated fair value would increase 
(decrease):

	– if the EBITDA margin were higher 
(lower)

	– if the marketability discounts were 
lower (higher)

	– if the performance discounts were 
lower (higher)

	– if the financial multiples of 
comparable entities were higher 
(lower)

Generally, a change in the annual 
revenue growth rate is accompanied by a 
directionally similar change in EBITDA 
margin.

NAV approach 

This is based on the 
assumption that the 
value of the business 
equates to the sum of 
its underlying assets, 
and that no rational 
investor will pay more 
for the business than 
the cost of procuring 
assets of similar 
economic utility.

Marketability discounts 
(ranges from 10% to 
25% for both years)

Net assets

The estimated fair value would increase 
(decrease):

	– if the marketability discounts were 
lower (higher)

	– the net assets were higher (lower)
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Type Valuation technique
Significant 
unobservable inputs

Inter-relationship between significant 
unobservable inputs and fair value 
measurements

Investment 
properties

Comparable evidence 
approach

Fair value of the subject 
property was calculated 
by adopting 
comparable market 
transaction information 
where available, current 
asking prices and 
compares the subject 
property’s 
characteristics with 
those comparable 
properties which have 
recently been marketed 
in similar transactions 
in the market.

Comparable sales price 
of office and land plots 
(ranges from 57.5 to 
250 per sq./ft.) and 
apartment building 
(ranges from AED 811 
to 1273 per sq/ft)

(2023: Comparable 
sales price of office and 
land plots (ranges from 
54.0 to 250 per sq./ft.) 
and apartment building 
(ranges from AED 929 
to 1,006 per sq/ft)

The estimated fair value would increase 
(decrease) if the comparable sales prices 
were higher (lower).

Investment approach 

The market value of the 
Property has been 
determined through 
analysis of the income 
flow achievable for the 
investment property 
and takes into account 
the projected annual 
expenditure

Capitalisation rate 
(8.5% to 8.25%) 
(2023: 8.25% to 
8.50%) 

Rental income (ranges 
from AED 80 to 150 per 
sq./ft. for 2024 and 
2023)

An increase in the capitalisation rate 
used would result in a decrease in fair 
value, and vice versa.

An increase in the market rent used 
would result in an increase in fair value, 
and vice versa.

Generally, a change in the assumption 
used for rental income should be 
accompanied by a change in the 
assumption for capitalisation rates in 
the same direction as increase in rental 
income increases the expectations of the 
seller to earn from the investment 
property. Therefore, the effects of these 
changes partially offset each other.

5.7.2	 Reconciliation of Level 3 fair values
The following table shows a reconciliation from the opening balances to the closing balances for Level 3 fair 
values:

2023 
AED’000

2022 
AED’000

Investment properties

Balance as at 1 January 478,353 491,015

Title deed cost 2,138 -

Net fair value change during the year (464) (12,662)

Balance as at 31 December 480,027 478,353

Financial assets at FVTOCI

Balance as at 1 January 115,300 117,144

Net fair value change during the year (17,992) (1,844)

Balance as at 31 December 97,308 115,300
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6	 Balances and deposits with banks
2023 

AED’000
2022 

AED’000

Money market placements 7,206,085 4,565,000

Current and call accounts 35,474 24,807

7,241,559 4,589,807

Less: allowance for impairment (582) (674)

7,240,977 4,589,133

7	 Loans and advances to customers
2023 

AED’000
2022 

AED’000

Loans to government entities 2,940,070 2,624,360

Loans to corporates and SMEs 1,532,022 961,593

Loans to financial institutions 105,342 109,549

Housing loans 1,461,507 1,503,020

Gross loans and advances to customers 6,038,941 5,198,522

Less: allowance for impairment (275,650) (248,893)

5,763,291 4,949,629

Loans to financial institutions originally represent placements with two financial institutions, which are impaired 
and for which the Group holds no related collateral. These loans have been renegotiated in 2014. The provision 
accumulated on these loans amounted to AED 99 million (31 December 2022: AED 99 million). 

The total non-performing loans amounted to AED 272 million (31 December 2022: AED 252 million). The specific 
provisions held against those loans amounted to AED 224 million (31 December 2022: AED 203 million).

Movement in provision for impairment of loans:
2023 

AED’000
2022 

AED’000

Balance at 1 January 248,893 237,502

Loss allowance – Stage 1 and 2 5,575 (4,402)

Loss allowance – Stage 3 21,182 17,789

Write off and write backs - (1,996)

Balance at 31 December 275,650 248,893
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By industrial economic sector:
2023 

AED’000
2022 

AED’000

Real estate 4,401,578 4,127,380

Construction material 175,979 162,841

Food and beverages 148,456 174,335

Financial services 105,342 109,549

Education 53,773 102,302

Medical products and services 120,249 120,547

Information technology 187,317 107,823

Paper products 108,366 95,613

Metals 138,799 95,187

Plastic products 17,214 26,743

Transport and logistics 9,376 6,077

Waste management services - 13,683

Other 572,492 56,442

6,038,941 5,198,522

Less: allowance for impairment (275,650) (248,893)

Balance at 31 December 5,763,291 4,949,629

8	 Islamic Finance
2023 

AED’000
2022 

AED’000

Islamic home finance 1,710,822 1,863,849

Less: allowance for impairment (49,498) (21,159)

Net Islamic Finance 1,661,324 1,842,690

Islamic home finance take the form of Ijara and Estisnaa contracts. These are granted to UAE nationals for the 
purpose of purchasing or construction of their home.

2023 
AED’000

2022 
AED’000

Gross investment in Ijarah 1,639,354 2,031,255

Less: deferred Ijarah profits (775,513) (991,435)

863,841 1,039,820
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At 31 December, the future minimum Ijarah payments were payable as follows:

31 December 2023

Minimum Ijarah 
payments  

AED’000

Present value of 
minimum Ijarah

payments
AED’000

Within one year 84,750 24,013

Two years to five years 335,871 111,905

More than five years 1,218,732 727,922

1,639,354 863,841

 
31 December 2022

Minimum Ijarah 
payments  

AED’000

Present value of 
minimum Ijarah

payments
AED’000

Within one year 81,375 20,495

Two years to five years 324,739 92,723

More than five years 1,625,141 926,602

2,031,255 1,039,820

The total gross non-performing Islamic finance amounted to AED 39.2 million (31 December 2022: AED 7.1 
million). The specific provisions held against those finance amounted to AED 23.5 million (31 December 2022: 
AED 3.9 million).

2023 
AED’000

2022 
AED’000

Movement in provision for impairment:

Balance at 1 January 21,159 15,509

Loss allowance – Stage 1 and 2 8,746 4,297

Loss allowance – Stage 3 19,593 1,353

49,498 21,159

 
2023 

AED’000
2022 

AED’000

By economic sector:

Real estate 1,710,822 1,863,849

Less: allowance for impairment (49,498) (21,159)

1,661,324 1,842,690
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9	 Investment securities
2023 

AED’000
2022 

AED’000

Financial assets at FVTPL 138,242 137,669

Financial assets at FVTOCI 285,630 279,868

Financial assets at amortised cost 1,274,395 1,294,679

1,698,267 1,712,216

The financial assets at fair value through profit or loss comprises of the following:

2023 
AED’000

2022 
AED’000

Perpetual sukuk instruments 138,242 137,669

138,242 137,669

Movement in financial assets at fair value through profit or loss:

2023 
AED’000

2022 
AED’000

Balance as at 1 January 137,669 339,407

Securities purchased - 30,490

Securities sold - (195,869)

Changes in fair value 573 (36,359)

Balance as at 31 December 138,242 137,669

The financial assets at fair value through other comprehensive income are denominated in UAE Dirhams and 
comprises of the following:

2023 
AED’000

2022 
AED’000

Quoted local equity shares 188,322 164,568

Un-quoted local equity shares 97,308 115,300

285,630 279,868

Movement in financial investments at fair value through other comprehensive income:

2023 
AED’000

2022 
AED’000

Balance as at 1 January 279,868 279,124

Securities sold (4,255) (34,004)

Changes in fair value 10,017 34,748

Balance as at 31 December 285,630 279,868

During the year, the Group disposed of FVTOCI equity investments fair valued at AED 4,255 thousand as at 31 
December 2023 (2022: AED 27,218 thousand as at 31 December 2021), with accumulated fair value gain 
transferred to retained earnings of AED 3,487 thousand (2022: gain of AED 25,692 thousand) upon disposal.
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Movement in financial assets measured at amortised cost:

2023 
AED’000

2022 
AED’000

Balance as at 1 January 1,294,679 961,814

Securities purchased 122,635 464,880

Securities matured (144,644) (130,242)

Net amortisation of premium and discount 3,125 (1,675)

Allowance for impairment (1,400) (98)

Balance as at 31 December 1,274,395 1,294,679

Investments measured at amortised cost consist of US Dollar denominated bonds that carry coupon rates 
between 1.38% to 6.25% p.a. with maturities between 22 January 2024 to 13 July 2031 (2022: coupon rates 
between 1.38% to 6.00% p.a. with maturities between 13 March 2023 to 13 July 2031).

10	 Investment properties
Investment properties comprise of the following:

Land
AED’000

Buildings
AED’000

Properties 
under 

development
AED’000

Total
AED’000

At 1 January 2022 88,795 315,820 86,400 491,015

Change in fair value during the year 1,260 (12,322) (1,600) (12,662)

At 31 December 2022 90,055 303,498 84,800 478,353

Additions 2,138 - - 2,138

Change in fair value during the year 3,602 (5,666) 1,600 (464)

At 31 December 2023 95,795 297,832 86,400 480,027

The above investment properties are located in various Emirates within the UAE as follows:

Abu Dhabi
AED’000

Dubai
AED’000

Ajman
AED’000

Total
AED’000

Land 32,300 61,395 2,100 95,795

Properties under development - 86,400 - 86,400

Buildings 177,000 120,832 - 297,832

At 31 December 2023 209,300 268,627 2,100 480,027

Land 28,860 59,095 2,100 90,055

Properties under development - 84,800 - 84,800

Buildings 179,470 124,028 - 303,498

At 31 December 2022 208,330 267,923 2,100 478,353

Investment properties are stated at fair value, which have been determined based on valuations performed by an 
independent industry specialist as at 31 December 2023 and 2022.

The valuation, conforms with the Royal Institution of Chartered Surveyors Appraisal and Valuation Standards 
(“RICS”) and the relevant statements of the International Valuations Standards, was arrived at by using 
recognised valuation methods comprising the comparable method of valuation, the investment valuation method 
and the residual valuation method.
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Valuations reflect, when appropriate, the type of tenants actually in occupation or responsible for meeting lease 
commitments or likely to be in occupation after letting vacant accommodation, the allocation of maintenance and 
insurance responsibilities between the Group and the lessee, and the remaining economic life of the property.

Investment properties under development value includes, an amount of AED 34.9 million (2022: AED 34.9 million) 
being costs incurred to date on foundation and earthworks. Based on the latest valuation, an increase in fair value 
of AED 1.6 million (2022: decrease of AED 1.6 million) has been recognised against this project.

Income from investment properties – net:
2023 

AED’000
2022 

AED’000

Rental income 11,216 14,693

Service charges (6,934) (6,599)

4,282 8,094
 
Rental income from investment properties are disclosed as other operating income (note 23).

11	 Other assets
2023 

AED’000
2022 

AED’000

Interest receivable 136,301 58,250

Prepayments and other assets 16,676 7,727

152,977 65,977
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12	 Property and equipment
Land & 

buildings  
AED’000

Furniture 
& fixtures  

AED’000
Computers 

AED’000

Software 
& Licenses  

AED’000

Motor 
vehicles  

AED’000

Right of 
use assets 

AED’000

Work-in- 
progress 
AED’000

Total
AED’000

Cost

At 1 January 
2022 52,947 12,357 12,829 32,180 430 - 2,790 113,533

Additions 12,671 - 606 3,280 - 15,407 4,334 36,298

Transfers - - - 2,507 - - (2,507) -

Transfer to 
assets held for 
sale (note 30)

(33,600) - - - - - - (33,600)

At 31 
December 
2022

32,018 12,357 13,435 37,967 430 15,407 4,617 116,231

Additions 508 109 651 - - 4,685 3,522 9,475

Transfers - - - 3,061 - - (3,061) -

Deletion /
Transfer - - - - - - - -

At 31 
December 
2023

32,526 12,466 14,086 41,028 430 20,092 5,078 125,706

Accumulated 
depreciation

At 1 January 
2022 34,166 12,289 11,462 24,768 376 - - 83,061

Charge for the 
year 1,189 23 1,040 2,861 54 3,043 - 8,210

Transfer to 
assets held for 
sale (note 30)

(22,192) - - - - - - (22,192)

At 31 
December 
2022

13,163 12,312 12,502 27,629 430 3,043 - 69,079

Charge for the 
year 2,771 31 605 3,338 - 3,980 - 10,725

At 31 
December 
2023

15,934 12,343 13,107 30,967 430 7,023 - 79,804

Net book value

At 31 
December 
2023

16,592 123 979 10,061 - 13,069 5,078 45,902

At 31 
December 
2022

18,855 45 933 10,338 - 12,364 4,617 47,152



112        Emirates Development Bank

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
(CONTINUED) 
for the year ended 31 December 2023

The Group’s building in Dubai is constructed on a land granted by the government of Dubai in the year 2000 for no 
consideration. The book value of this land is booked at nominal amount of AED 1. As at 31 December 2023, the 
carrying amount of the land and building amounted to AED 7.0 million (2022: AED 7.3 million). The Group carried 
a valuation by an external valuer on its Dubai building including the land as of 31 December 2023. The property is 
designated partly as investment property and partly as property and equipment. The fair value of the portion of 
the building classified as property and equipment amounted to AED 12.1 million (2022: AED 12.2 million). 

Valuations of the Group’s buildings and lands constructed thereon are based on the investment valuation method, 
and are classified as level 3 under the fair value hierarchy.

In 2001, the government of Ras Al Khaimah granted the Group a plot of land in Ras Al Khaimah for no 
consideration, subject to constructing a branch. The book value of this land is booked at nominal amount of AED 
1. The fair value determined by the external valuer as at 31 December 2023 amounted to AED 3.8 million (2022: 
AED 3.8 million).

Property and equipment included fully depreciated and still in use items with cost amounting to AED 52.3 million 
as of 31 December 2023 (2022: AED 56.8 million).

13	 Deposits and funds
2023 

AED’000
2022 

AED’000

Time deposits from governmental institutions

Mohammad Bin Rashid Innovation Fund 3,725,485 405,994

Funds from governmental institutions

Sheikh Zayed Housing Program 846,294 838,296

Mohammad Bin Rashid Innovation Fund 1,352 1,352

Corporate deposits

Time deposits 666,015 1,036,303

Other deposits 101,263 109,952

5,340,409 2,391,897

As at 31 December 2023, time deposits range from a term of 12 to 362 days, with interest rate of 4.5% to 5.85% 
per annum (2022: term of 30 to 186 days, with interest rate of 2.8% to 4.45% per annum). 

Sheikh Zayed Housing Program
Pursuant to the Federal Law No. (10) of 2009 relating to the Sheikh Zayed Housing Program (“the Program”) and 
with its regulations issued by UAE Cabinet Resolution No. (9) of 2011, the Bank and the Program signed an 
agreement for the provision of banking, financial and investment management services on 8 March 2015.

This agreement lays out specific services that are to be provided by the Bank to the Program, the terms and 
conditions of the services are to be provided under, key performance indicators that will be used to assess the 
Bank’s performance, the Bank’s and Program’s rights and responsibilities and details of the fees that are to be 
charged by the Bank to the Program in exchange.

The services to be provided include receiving funds pertaining to the Program and providing these funds to 
beneficiaries in the form of housing loans, as per the terms agreed by the Program and beneficiary, then 
administering the loans as per agreement. Additionally, the Bank is to make progress disbursements for housing 
projects and other financial aid to UAE nationals as well as manage the recovery services of the loans.

The Ministry of Finance transfers the funds allocated to the Program to the current account of the Group with the 
UAE Central Bank. The Program earns interest on the funds invested with the Group as per the agreement signed.

The substantial risk and rewards associated with the Program’s funds rest with the Group. Therefore, the funds of 
the Program under the management of the Bank are disclosed as part of the assets (call account and placements) 
of the Group. The Program loans, however, do not carry any risk to the Bank and therefore are not included in the 
Group’s consolidated statement of financial position.
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Ministry of Finance - Sheikh Mohammed bin Rashid Innovation Fund
The Mohammed Bin Rashid Innovation Fund (“the Fund”) is a government initiative created by the United Arab 
Emirates Prime Minister, His Highness Sheikh Mohammed bin Rashid Al Maktoum, as a fund to finance and foster 
innovation. The Ministry of Finance (“MoF”) was appointed to be responsible for its implementation. EDB was 
subsequently appointed by the MoF to act as the administrative host and operator. Thus, there is a trilateral 
agreement between the three parties (the Fund, MoF, and the Bank).

The scope of the Bank’s responsibilities includes review and comment on the Fund’s policy, guidelines, and terms 
and conditions, host and collaborate the development of the Fund’s operating Manual, support in the sourcing 
and contracting of the Decision and Advisory Committee experts, support in the contracting of strategic partners, 
promoting and marketing the Fund, manage and oversee  the operations team performance, manage the Fund 
account, manage the annual report, host and maintain the Fund’s website, and oversee the operations team’s 
performance.

The Fund’s annual expenses budget is to be prepared by the Bank and submitted to the MoF, which will in turn pay 
the Bank on a monthly basis as per the annually agreed expenses budget.

14	 Term borrowings
2023 

AED’000
2022 

AED’000

USD senior bonds 5,509,500 5,509,500

Less: Issuance cost (2,020) (3,572)

5,507,480 5,505,928

In February 2019, the Bank established a Euro Medium Term Note Programme for USD 3,000 million (the 
“Programme”). As part of the Programme, the first issuance amounted to USD 750 million (AED 2,755 million) 
and was listed on Nasdaq Dubai on 6 March 2019. The bond is due in March 2024 and carries a coupon rate of 
3.516% per annum, payable semi-annually.

The second issuance under the Programme amounted to USD 750 million bond (AED 2,755 million) and was 
listed in Nasdaq Dubai on 15 June 2022. The bond is due in June 2026 and carries a coupon rate of 1.639% per 
annum, payable semi-annually.

15	 Other liabilities
2023 

AED’000
2022 

AED’000

Customer settlement account 33,245 32,833

Customer deposits towards reserving residence 3,032 7,133

Interest payable against term borrowings 32,947 32,947

Accrued expenses 39,379 43,639

Accrual for staff costs and others 53,084 35,655

Deferred rent income 2,418 1,787

Accrual for directors’ remuneration 1,750 2,250

Impairment allowance on credit guarantees 2,648 7,277

Interest payable against deposits and funds 59,702 11,787

Lease liability 12,823 11,867

Others 24,188 19,387

265,216 206,562
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16	 Paid up capital
As per the EDB Law, the authorized share capital is 10 billion shares at AED 1 each with paid up capital of AED 5 
billion required to be fully paid by the Federal Government. The issued share capital at 31 December 2023 
comprises of 5,000,000 thousand ordinary shares of AED 1 each (31 December 2022: 5,000,000 thousand 
ordinary shares of AED 1 each). As at 31 December 2023, the shares are not yet fully paid-up.

During the year, additional capital was injected by the Federal Government amounting to AED 50,000 thousand 
(2022: AED 50,000 thousand).

Article (27) of Law No. (1) of 1981 relating to the incorporation of the Real Estate Bank specified that the 
responsibilities and authority of the National Housing Council, which were established by virtue of Law No. (6) for 
the year 1979 and its principle responsibilities relating to granting loans to UAE nationals for constructing 
residential properties, shall be transferred to the Bank. Furthermore, the article stated that the responsibilities, 
authorities and rights of the Settlement Committee, which relates to the settlement of real estate loans given to 
the UAE Nationals by commercial banks within the UAE as per the Ministerial Decree No. (2) of 1980 Concerning 
Settlement of Real Estate Loans, shall be transferred to the Real Estate Bank. Thus, these amounts were 
recognized as a liability until a resolution from the Bank’s Board on their treatment and recognition was passed. 
During 2017, the liability mentioned above was approved to be recognized as paid up capital and there has been 
a transfer from other liabilities to proposed capital injection amounting to AED 10.7 million. This amount has 
been added to share capital after ratification of the Board decision by the UAE Cabinet

17	 Special reserve
The special reserve is created based on Article 241 of Federal Law No. 32 of 2021 on Commercial Companies Law, 
wherein 10% of the Bank’s profit for the year shall be transferred to the special reserve until it reaches 50% of the 
nominal value of the paid up share capital.

18	 Commitments and contingent liabilities
2023 

AED’000
2022 

AED’000

Unwithdrawn credit commitments – revocable 931,952 369,653

Guarantees 277,154 479,383

Revocable unwithdrawn credit commitments represent contractual commitments to provide loans and credit 
facilities which can be cancelled by the Bank unconditionally without any contractual obligations. These 
commitments have fixed expiration dates or other conditions for cancellation and may require payment of a fee. 
Due to the possibility of an expiration of these commitments without being withdrawn, the total contractual 
values of these do not necessarily represent future financial obligation.

Credit guarantees commit the Bank to make payments on behalf of customers contingent upon the failure of the 
customer to perform under the terms of the contract. In 2022, the Bank entered into an agreement with local 
banks (“lenders”) to provide credit guarantees to the lender’s SME customers. As at 31 December 2023, related 
credit guarantees amounted to AED 264.6 million (2022: AED 465.3 million). The Bank’s maximum exposure to 
credit loss, in the event of non-performance by the other party and where all counterclaims, collateral or security 
proves valueless, is represented by the contractual nominal amount of these instruments. These commitments 
and contingent obligations are subject to the Bank’s normal credit approval processes.

The Group has issued financial guarantees in favour of other lending banks who have granted loans to the 
customers of Mohammad Bin Rashid Innovation Fund. The Group also have a reciprocal arrangement with 
Ministry of Finance to claim the guarantee amount in case of any default by the customer. As at 31 December 
2023, MBRIF-related guarantees amounted to AED 12.5 million (2022: AED 14.0 million).

There are no other contingencies and commitments as at year-end.
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19	 Interest income
2023 

AED’000
2022 

AED’000

Loans and advances 299,597 191,835

Balances and deposits with banks 287,842 87,603

Fixed income securities 54,672 50,881

Cash and balances with the UAE Central Bank 56,288 5,841

698,399 336,160

20	 Interest expense
2023 

AED’000
2022 

AED’000

Term borrowings 143,610 143,564

Deposits and funds from government institutions 107,951 5,355

Due to banks and corporate deposits 63,110 14,358

Others 3,950 2,718

318,621 165,995

21	 Investment income
2023 

AED’000
2022 

AED’000

Dividend income 12,858 13,715

Others 3,441 121

16,299 13,836

22	 Fees and commission income – net
2023 

AED’000
2022 

AED’000

Fee from Sheikh Zayed Housing Program 15,000 14,000

Fee from Emirates Integrated Registries Company 3,020 2,535

Fee from guarantees 4,923 2,752

Other Fees – net 12,769 4,699

35,712 23,986

23	 Other income
2023 

AED’000
2022 

AED’000

Rental income on investment properties (note 10) 11,216 14,693

Service charges (note 10) (6,934) (6,599)

Gain on sale of assets held for sale 25,739 -

Other income 6,395 207

36,416 8,301
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24	 Operating and administrative expenses

2023 
AED’000

2022 
AED’000

General and administrative expenses 68,795 48,948

Depreciation and amortisation 10,725 8,210

79,520 57,158

25	 Impairment charge
2023 

AED’000
2022 

AED’000

Allowance for impairment losses (reversal of) on: 

– Loans and advances to customers 26,757 13,387

– Islamic Finance 28,339 5,650

– Credit guarantees (2,827) 7,076

– Balances and deposits with banks (92) (671)

– Investment securities at amortised cost 1,400 98

Write backs and recoveries - (1,996)

Write-off 101 -

53,678 23,544

26	 Related party transactions and balances
Parties are considered to be related if one party has the ability to control or exercise significant influence over the 
other party in making financial or operational decisions.

Related parties comprise key higher management personnel, and their related companies and the institutions and 
authorities of the federal government. In the normal course of business, the Group had various transactions with 
its related parties. Transactions are entered into with related parties on terms and conditions approved by the 
Group’s management. 

The Group carries out various transactions in the normal course of business with its shareholder, directors and 
officers and investee companies. These are conducted at terms agreed by the Directors and management.
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Significant balances and transactions with related parties during the year were as follows:

2023 
AED’000

2022 
AED’000

a) Related parties’ balances

Cash balances with UAE Central Bank 1,222,143 678,994

Loans and advances 2,940,070 2,624,360

Deposits from governmental institutions (3,725,485) (405,994)

Funds from governmental institutions (847,646) (839,648)

Corporate time deposits (205,871) (700,000)

b) Related parties’ transactions during the year

Key management compensation (11,049) (14,785)

Directors’ remuneration (1,950) (1,950)

Interest income from loans and deposits 118,165 86,593

Fee income 15,000 14,000

Interest expense to governmental institutions (111,520) (7,640)

Interest expense to corporate deposits (18,788) (2,614)

Issuance of paid up capital 50,000 50,000

27	 Cash and cash equivalents
For the purpose of the cash flows statement, cash and cash equivalents comprise:

2023 
AED’000

2022 
AED’000

Cash and balances with UAE Central Bank 65,143 38,994

Balances and deposits with banks (note 6) 7,240,977 4,589,133

7,306,120 4,628,127

Less: balances with original maturities over three months (5,548,503) (1,274,326)

1,757,617 3,353,801
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28	 Financial instruments
The fair values and carrying amounts of financial assets and financial liabilities in the consolidated statement  
of financial position are as follows:

Amortised 
cost

AED’000
FVTOCI

AED’000
FVTPL 

AED’000
Total

AED’000

As at 31 December 2023

Cash and balances with UAE Central Bank 65,143 - - 65,143

Balances and deposits with banks 7,240,977 - - 7,240,977

Loans and advances to customers 5,763,291 - - 5,763,291

Islamic Finance 1,661,324 - - 1,661,324

Investment securities 1,274,395 285,630 138,242 1,698,267

Derivative financial instruments - - 37,820 37,820

Other assets – interest receivable 136,301 - - 136,301

Total financial assets 16,141,431 285,630 176,062 16,603,123

Due to banks - - - -

Derivative financial instruments - - 37,820 37,820

Deposits and funds 5,340,409 - - 5,340,409

Term borrowings 5,507,480 - - 5,507,480

Other liabilities 265,216 - - 265,216

Total financial liabilities 11,113,105 - - 11,150,925

As at 31 December 2022

Cash and balances with UAE Central Bank 38,994 - - 38,994

Balances and deposits with banks 4,589,133 - - 4,589,133

Loans and advances to customers 4,949,629 - - 4,949,629

Islamic Finance 1,842,690 - - 1,842,690

Investment securities 1,294,679 279,868 137,669 1,712,216

Derivative financial instruments - - 268 268

Other assets – interest receivable 58,250 - - 58,250

Total financial assets 12,773,375 279,868 137,937 13,191,180 

Due to banks 25,000 - - 25,000

Derivative financial instruments - - 268 268

Deposits and funds 2,391,897 - - 2,391,897

Term borrowings 5,505,928 - - 5,505,928

Other liabilities 206,562 - - 206,562

Total financial liabilities 8,129,387 - 268 8,129,387
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29	 Segment information 
Operating Segments
The Group along with its subsidiary operates within the United Arab Emirates. The operating segments consist of 
the Home Finance, Business Finance, and Investments and Treasury business units.

For each business unit, the key management reviews internal management reports on at least a quarterly basis. 
Information reported to the Group’s Executive Management (the Chief Operating Decision Maker (CODM)) for the 
purposes of resource allocation and assessment of segment performance is focused on the type of products and 
business unit’s operations. The following business units offer different products and services and are managed 
separately because they require different strategies.

Home Finance
The Group offers affordable financial solutions to UAE nationals that facilitate their purchase, construction or 
expansion of a home. The Group provides a variety of customised finance solutions for UAE nationals, including 
loans complementing the offering of federal and local housing authorities, as well as direct financing products 
such as mortgage loans or loans for home construction. The Group also administers loans made by the SZHP to 
its customers - these loans are agreed between the SZHP and the customer, and the Group’s role is to disburse 
the funds which it has received from the MoF on behalf of the SZHP and subsequently administer the loans.

Industrial Finance
The objective of the Industrial Finance unit to support the UAE development agenda including GDP growth, 
economic diversification and job creation through providing funding to corporates and small and medium-sized 
enterprises (“SMEs”). The Group offers affordable finance to SMEs and large corporates which are majority owned 
by UAE nationals in the form of: asset-backed financing, purchase financing (pre-sales financing), receivables 
financing (post-sales financing); and business expansion loan and project financing.

Investments and Treasury
The role of Investments and Treasury is to manage the Group’s liquidity and cash flows as well as its foreign 
exchange positions, its investment securities and its other assets and liabilities. In addition, the department acts 
as the custodian of the Group’s cash and other liquid assets. The department seeks to achieve portfolio 
diversification by maintaining high quality assets portfolio focused on achieving strong and sustainable returns. 
Through treasury liabilities products, the Group also aims to obtain long-term, risk-free, stable deposits cheaply 
to fund its assets and develop sustainable long-term relationships.

The other activities under this segment include managing the investment properties of the Group.

Home 
Finance 

AED’000

Industrial 
Finance 

AED’000

Investments 
and Treasury 

AED’000

Unallocated 
transactions 

and others 
AED’000

Total 
AED’000

For the year ended 31 December 
2023
Net interest income and  
  profit from Islamic finance 219,995 197,320 398,802 (318,621) 497,496

Net fee and commission income 14,570 18,123 - 3,019 35,712

Income from investment securities - - 16,299 - 16,299

Income from investment properties - - 4,282 - 4,282

Other income - - 32,134 32,134

Net operating income 234,565 215,443 419,383 (283,468) 585,923

As at 31 December 2023
Total assets 3,140,463 4,391,847 9,616,468 (3,050) 17,145,728

Total liabilities 44,072 148,762 10,840,704 117,387 11,150,925
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Home 
Finance 

AED’000

Industrial 
Finance 

AED’000

Investments 
and 

Treasury 
AED’000

Unallocated 
transactions 

and others 
AED’000

Total 
AED’000

For the year ended 31 December 
2022
Net interest income and  
  profit from Islamic finance 136,152 127,272 144,325 (165,995) 241,754

Net fee and commission income 12,779 9,115 (443) 2,535 23,986

Income from investment securities - - 13,836 - 13,836

Income from investment properties - - 8,094 - 8,094

Other income - - - 207 207

Net operating income 148,931 136,387 165,812 (163,253) 287,877

As at 31 December 2022 - - - 207 207

Total assets 3,364,510 3,511,415 6,845,486 14,141 13,735,552

Total liabilities 45,656 119,896 7,856,566 107,537 8,129,655

30	 Assets held for sale
During the year 2022, the Board of Directors had resolved to dispose the properties held by the bank under 
property and equipment and decided to recover their carrying values through sale rather than continuing use. As 
of 31 December 2022, the Group’s Abu Dhabi building previously classified under property and equipment has 
been recognized as assets held for sale due to progress on the sale of this property and on receipt of market 
competitive offers from potential buyers, management was of the view that sale will be highly probable in the next 
12 months and the asset is immediately available for sale in its present condition.

Assets held for sale includes the Group’s building in the Emirate of Abu Dhabi which is constructed on a land 
granted by the government of Abu Dhabi in the year 2000 for no consideration. This land was booked at nominal 
amount of AED 1. During the year ended 31 December 2023, the Bank received the disposal proceeds, net of 
disposal costs amounting to AED 37.2 million, higher than the carrying value.

31	 Derivative financial instruments
The table below shows the positive (assets) and negative (liabilities) fair values of derivative financial instruments.

Positive fair value
AED’000

Negative fair 
value

AED’000
Notional Value

AED’000

31 December 2023
Financial Derivatives 

Interest rate swaps 37,636 (37,636) 431,820

Interest rate caps 184 (184) 94,079

37,820 (37,820) 525,899

31 December 2022 - - -

Financial Derivatives 

Interest rate swaps 268 (268) 41,910

268 (268) 41,910
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The Group has offered their customers with an opportunity of risk mitigating solutions to help manage their 
interest rate exposure related to their borrowing with the Group. These solutions includes hedging the interest 
rate fluctuations through financial derivatives such as interest rate swaps and interest rate cap with a back to back 
counter arrangement with other financial intuitions and banks. 

The notional amounts indicate the volume of transactions and are neither indicative of the market risk nor credit 
risk.

32	 Corporate Income Tax
On 3 October 2023, the United Arab Emirates (UAE) Ministry of Finance (“MoF”) issued Federal Decree-Law No 47 
of 2023 on the Taxation of Corporations and Businesses, Corporate Tax Law (“CT Law”) to implement a new CT 
regime in the UAE. The new CT regime is applicable for accounting periods beginning on or after 1 June 2023. 
Generally, UAE businesses will be subject to a 9% CT rate, however a rate of 0% could be applied to taxable 
income not exceeding a particular threshold or to certain types of entities, to be prescribed by way of a Cabinet 
Decision.

The Group is currently assessing the impact of these laws and regulations and will apply the requirements as 
further guidance is provided by the relevant tax authorities.
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