To / All Member Banks
Emirates Banks Association

After Greetings,

It gives us a great pleasure to present to your attention our annual
report for the year 2005, wherein the UAE banking sector has
witnessed a very successful year marked with positive development
and noticeable activeness reflected positively in realizing multiple
exceptional profitability achieved in the previous year.

As we hope to our banking sector more developments and progress in
facing the challenges and liabilities in order to meet the international
requirements, we are confident in the wise management of Central
Bank of the UAE, whereas its role has exceeded not only issuing
circulars and instructions, but for continuing organizing significant
consultancy meetings and cooperative role with banks operating in
the country to improving their performance to be ready for the
forthcoming period .

Also, we would like to express our thanks to all of you for your real
cooperation and supporting paid to your Association, and look forward
to providing us with more of your views and suggestions that helps the
association to attain its aims in serving our banking sector and those
working in, which represents one of the most significant economical
sectors in our beloved country.

With our best regards.

Abdullah Bin Ahmed Al Ghurair
Chairmam
Emirates Banks Association
Abu Dhabi : 15/3/2006
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- " Emirates Banks Association "

is one of the Societies of Public
Interest in the U.A.E.

- Established at the end of 1982
as (Association of National
Banks).

- Declared by the Ministry of
Labour and Social Affairs on
19/7/1985 (Declaration No.
102/52 for 1985).

- The name was amended to
"Emirates Banks Association"
according to the ministerial
resolution No. 23 for 1986 dated
30/1/1986
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Objectives

1- To promote cooperation and
harmony among the member
banks.

2- To develop and represent the
interests of the member banks
and organize their obligations
and defend their rights.

3- To exchange opinions and
knowledge in order to serve
the interests of the member
banks and coordinate the
exchange of information and
opinions on all matters that
concern banks and those in
the banking profession.

4- To exchange banking, financial and
monetary information in the regional
and international fields.

5- To establish a training & research
center and encourage nationals to join
the banking profession.

6- To extend assistance and provide
service to the members and those
working in the banking profession.

7- To coordinate cooperation in the field of
banking procedures and in legal,
technical and administrative affairs, in
addition, to find solutions to problems
encountered by banks and those
working in the banking profession.

8- To publish news bulletins and
periodicals and to publish books and
booklets on topics which concern the
Association and those working in the
banking profession.

9- To carry out all the other works the
Association deems necessary in the
interests of its members.

Al

Al G alaadV) 5 ¢ slaill dpaii -

e s oo gl

claae¥) gl mdla 4 Loy il pally JSEY) Jols -
o Al ¥ AS 8 e 15 il slaall Jol Gousii

Yl b Rl Al S clesball Jos -
A sall 5 dpalay)

G e daally Gigadly cupull S e pands -
il Jaall 3 LA e (il 5l

b olalally eliae D claadll Gualiy Cilacluall aasi-
s peaal) Jinl

Jalall slayl N ALaYU Yl Ay A el
Jaall i olelally Cijlmall (m jind ) JSLE

&_ﬂﬁ\ ).u.! AﬂhS} :QJ}J %JL}A\ k_\\)ﬁu} O Maa J\M\-
dmadl Jlaal

iliac] Allal



Some of General Economic Developments in
United Arab Emirates

- H.H. Sheikh Khalifa bin Zayed Al Nahyan president of the UAE, in his capacity
as Ruler of Abu Dhabi, has issued law No. 19 of 2005 regarding property
ownership.

The law stipulates the following:

- UAE nationals — have a right of ownership of land and property anywhere within
Abu Dhabi, the ownership title must be registered.

- GCC nationals — have a right of ownership of land and property within
“Investment Areas” only.

- Foreigners (Non-GCC nationals) — have a right of ownership of property by way
of floors / buildings only, but not the actual land in the Investment Areas. Further
rights granted extend to rights of usage: Usufruct, over land or buildings which
can only be granted for a maximum term of 99 years; and the right to build
(commonly referred to as “Musataha”) on land for a maximum term of 50 years.
Both rights are renewable by agreement.

- H.H. Sheikh Khalifa Bin Zayed Al Nahyan president of the UAE , in his capacity
as Ruler of Abu Dhabi, has issued a law regarding establishment of Abu Dhabi
Emiratization Council, to be subsequent to the executive council under
presidency of H.H. Sheikh Mohammed Bin Zayed Al Nahyan crown prince of Abu
Dhabi deputy of chief commander of the armed forces.

- H.H. Sheikh Mohammed Bin Rashid Al Maktoum Vice President, Prime
minister, and Ruler of Dubai, has issued a decree regarding establishment of the
“Emirates Program for National Human Resources development”.

- The UAE has adopted the free economy policy which is based on the market
system and Liberal economy rules, which grant the private sector a major role in
contributing to the building of the national economy, benefiting from the freedom
of mobilization of capital, goods and services and encouraging the flow of local
and foreign direct investments in order to achieve exceptional economic growth
rates.

UAE’s GDP expected to grow by 11.9% in the year 2005 reaching AED 424
Billion in comparison with 379 Billion in 2004.

- The Emirates securities market index grew by 110.36% reaching 6839.97
points in the year 2005.

Shares market value raised by AED 519.5 Billion in 2005 to reach total of AED
839.68 Billion including AED 105 Billion (13%) representing additional share
values entered to the market.



The share traded at Emirates securities market value reached AED 509.8 Billion
in 2005 reflecting a growth up to 661% comparing with AED 67 Billion in 2004.

The share traded by sectors during 2005 as follows:

- Services sector AED 385.5 Billion

- Banking sector AED 91.4 Billion
- Industrial sector AED 21.7 Billion
- Insurance sector AED 11.2 Billion

- Foreign resources expected that the income from Emirates Oil products to
reach US Dollars 39 Billion in the year 2005, meanwhile it expected that the total
income of (Opec) countries to reach US Dollar 430 Billion reflecting a growth of
27% for the year 2005 in comparison with the year 2004.

- The UAE has been ranked highest in the Arab world and 9" in the world in its
economic freedom as reported by “Fraser” index, Oman ranked 17, meanwhile
Kuwait and Bahrain shared the rank 24.

- The UAE has topped the list of Middle East and North African countries for
growth competitiveness and ranked 18" internationally according to the growth
competitiveness index (GClI) for 2005,

The index, released by the world economic forum, comprises three components
the technology index, public institutions index and macro economic
environment index.

The UAE was followed by Qatar which ranked 19" , Kuwait 33", Bahrain 37" ,
Jordan 45" and Egypt 53 .

- The UAE is positioned A1 grade for “countries ability to settle their depts.”
according to moodys sovergin index.
UAE has topped the list of 11" Arab countries followed by Kuwait A2, Qatar A3,
Bahrain Baal, Saudi Arabia Baa2 and Oman BaaZ2.

- The UAE has been ranked second in the Arab world and 31 in the world
according to euromoney index for risk market, reflecting the political and
economical stability in the Emirates.

- A report by united nation revealed UAE among the most advanced countries in
e-government programs.
UAE gained 2.17 points topping the Arab countries and ranking 21
internationally, precedes Japan which gained 2.12 points and Russian 1.89
points.

- Internet users in UAE exceeded 1.5 million in the year 2004.



- UAE Industrial sector have grown significantly in the past four years with the

number of industrial firms rising from 2153 in 2000 to 3036 in 2004, the volume
of industrial investments exceeded AED 63 Billion with an employment of more
than 188 thousand workers.
Industrial Investment in Abu Dhabi touched AED 34.3 Billion in 2004 ie 54.4%
out of the total investments in the country, noting that out of the 61 projects in
various industries that were launched in the past four years, 32 were in the high
investment category, with capital funding of more than AED 50 million,
meanwhile the total capital investment in the manufacturing sector in Dubai
touched AED 26.4 Billion as of Jan. 2005 with the total value of production
touched AED 2.5 Billion.

- The UAE is positioned second among the Arab Countries in concerning the
value of money transfered by migrant workers to abroad, recording volume of
total US Dollars 4.4 Billion (AED 16.14 Billion), meanwhile Saudi Arabia placed
at the top of Arab Countries recording US Dollars 14.9 Billion, Kuwait placed
the third recording US Dollars 2.1 Billion out of US Dollars 28 Billion being total
value of transfers from Arab Countries to abroad.

- Among the most distinctive achievements of Dubai international financial Centre
(DIFC) in one year is launching of Dubai international exchange, which is the
first international stock exchange in the region, in addition to the establishment
of the first independent international and judicial system in the region
represented in “DIFC Courts”.

It was expected to have 15 companies to join the centre during the first year,
however, 80 companies already jointed.



Some of General Economic Developments
In Arab Countries

The annual report of the “Arab Economic Unity Council” indicated that Arab
countries economy achieved high growth rates, Arab Countries GDP reached US
Dollars 860 Billion in the year 2004 in comparison with US Dollars 746.1 Billion in
the year 2003.

The report indicated also that the GDP actual growth ratio reached between
1.2% to 6.5% for some Arab Countries meanwhile it reached between 6.1% to
8.5% for other more advanced countries.

-The individual's share average of Arab countries GDP raised up to US Dollars
2879 for the year 2004 in comparison with US Dollars 2572 in the year 2003.

- Arab economy cooperation is passing a tangible development stage specially
after the signing of “Arab free trade agreement” on Jan 2005, 17 Arab countries
(the signees) approved the cancellation of the inter-customs fees.

- Inter-Arab investments achieved US Dollars 45 Billion being 5% of the total
Arab trade, meanwhile Arab exports achieved US Dollars 303 Billion reaching
4% and Arab imports achieved US Dollars 199 Billion reaching 2.5% of the total
Arab trade.

- Preliminary estimates shows that the total Arab income from oil product exports
reached US Dollars 250 Billion in the year 2004 which is the highest level ever
reported.

Arab oil exports income between the years 1998 — 2003 were as follows:

Year Oil exports income
1998 82 Billion Dollars
1999 118 Billion Dollars
2000 188 Billion Dollars
2001 161 Billion Dollars
2002 144 Billion Dollars
2003 195 Billion Dollars

The soaring oil prices, coupled with giant economic projects undertaken have led
to significant rise in GCC countries economic growth indicators, accelerating the
achievement of surpluses in both GCC budgets and balance of payments.

In the year 2004 GCC GDP in current prices have reached US Dollars 472 Billion
achieving 20.2% growth in comparison with US Dollars 392.7 Billion in the year
2003, balance of payments also grew from US Dollars 25.16 Billion to US Dollars
38.14 Billion for the same period.




- The continuous rise in oil prices have a direct influence in changing the deficits

in GCC budgets to surpluses in the year 2004, the announced deficit of US
Dollars 10.6 Billion have been changed to actual surplus for US Dollars 30.15

Billion, meanwhile the announced deficit of US Dollars 11.86 Billion in the year
2005 expected to reach surplus for US Dollars 17 Billion, due to the great

growth in oil revenues.

-The main difference between the announced deficit and actual surplus coming

from the severe reservation upon preparation of the above mentioned budgets,
the oil barrel price considered to reach US Dollars 17 upon budget preparation
meanwhile the same actual price reached US Dollars 35 which provided
doubled revenues.

GCC Annual Budgets 2004 and 2005 (US Dollars Billion)
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- The widespread industrial cities and regions in GCC countries with an area of
(600 million SQ. meters) includes 41 cities and regions as at the end of 2004
with investments exceeding, EAD 368 Billion (US Dollars 100 Billion), including
6707 factories which are prepared with various services, facilitations, public

Source: Emirates Industrial Bank

utilities and linked with the ports and the centrals of the cities.




-Saudi Arabia is topping the GCC countries in this field having 10 industrial cities
and regions with 1627 factories, the industrial investments capital in Saudi
Arabia reached more than US Dollars 61.6 Billion with the employment of more
than 282 thousands workers.

-UAE have grown significantly in the past four years with the number of Industrial
firms rising from 2153 firms in 2000 to 3036 in 2004, the volume of industrial
investments exceeded AED 63 Billion (US Dollars 17.2 Billion) with the
employment of more than 188 thousand workers as mentioned above.

- The first step of GCC countries towards economic integration was through
establishing free zone area in the year 1983, as a second stage, the member
countries implemented the customs union in Jan 2003, previously according to
GCC economic union agreement in 2002 the members start seeking for union
currency which was considered as the start signal to establish GCC common
market and monetary union.

Upon GCC Central Banks Governors’ conference held in Riyadh March 2005,
five criterias for mutual approach within the monetary and financial policies of
the GCC countries, have been approved.
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The Banking sector in the UAE

-During the year 2005 banking sector witnessed distinguished performance due
to the significant rise in the national income beside the unprecedented upturns
in various economic sectors such as construction, real-estate, tourism, trade
and aviation. All these sectors depended basically on banking sector for
financing their activities and large participations.

-Statistics of the UAE Central Bank for the third Quarter of the year 2005

revealed that Commercial Banks operating in UAE were 46 Banks (21 national
banks + 25 foreign banks).

-The total number of banks & their branches including cash offices were 536 (422
for national banks and 114 for foreign banks).

-Central Bank statistical Bulletin for the third Quarter of the year 2005 revealed
some indications for the operating banks in UAE as follows:

In AED Million
Sept. 2004 Sept. 2005 Growth
Total Assets / Liabilities 449.747 605.869 34.7%
* Total deposits 290.504 373.675 28.6%
** Total bank o
credit (Net) 225.599 336.111 49%

*

Excluding inter-bank Deposits
** Excluding inter-bank lending and provisions

- Upon a meeting held at Abu Dhabi Chamber of Commerce, H.E. Governor of

UAE Central Bank declared that the banking sector results as for the end of 2005
were the following:

Banks results for the last three years

(AED Billion)
Year 2003 2004 2005
Total Assets 351 442 622
Total Deposits
(excluding inter — 248 312 428
banks deposits)
Net Profits 6.4 9.2 18.5
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-A report issued by “Standard and poor’s” indicated that banks in UAE achieved
high adequacy levels during the period from the year 2000 until 2004, seven
national banks in UAE were been mentioned at the list of 30" biggest banks in
GCC Countries.

The report confirmed the strong financial position of all the banks indicated, as
they achieved high profit levels, have a distinguished kind of Assets, strong
capitals and witnessed a remarkable improved in financing levels.

- Nine national Banks operating in UAE were been mentioned at the list of top
100 Arab Banks, meanwhile 14 National Banks revealed at the list of top 1000
world banks for the year 2004.

- Credit Cards holders in Emirates Market grew from 1 Million to 4 Million
customers with a percentage of 400% during the last three years.

- A study by the human resources development committee in the banking sector
indicated that Emiratization percentage reached 29.83% for the year 2005 in
comparison with 9.83% for the year 1997.

The number of employees in banking sector increased from 13615 employees
in the year 1997 to 23319 employees in the year 2005 achieving growth by
71.3%.

- Emiratization percentage in banking sector increased during 2005 by 2.21%,
the number of national employees increased by 1650 to reach a total of 6957
national employees in comparison with 5397 national employees in the year
2004.

Emiratization in branch managers’ percentage reached 57.4% in the year 2005.
Meanwhile the number of female’s national employees whom working at the
banks reached 8553 being 36.7% out of the total number of banking sector
employees.

“The average number of employees in banking sector including national
employees for the year 2004 compared with the year 2005”

No. & percentage of

Overall No. No. of Percentage National Employees in
Date of National of National Management
Employees Employees Employees y
y y y Upper Middle Lower
31/12/2004 19540 5397 27.62% 305 1006 3887
31/12/2005 23319 6957 29.83% 363 1262 5170
Percentage o o o o o o
Changes 19.3% 28.9% 2.21% 19% 25.4% 33%
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- By order of H.H. Sheikh Khalifa Bin Zayed Al Nahyan president of the UAE, the
ministry of Justice will consider all the financial lawsuits including returned
cheques should abide by the law, effective from 2™ Jan 2005.

- H.H. the president has issued the federal law No. (34) 2005 concerning
amendment some articles of the penal code under federal law No. (3) 1987,
including article 401 in concern with returned cheque as follows:

Article No. (401) of the Penal Code
under Federal Law No. (3) 1987

The article after amendment
according to federal law No. (34) 2005
published on Dec. 2005 by Federal
Gazette

Shall be punishable by confinement
or fine any individual who, in bad faith
draws a cheque which does not have
a provision which could be withdrawn
or which has a provision less than the
amount of the cheque or who, in bad
faith, after issuing a cheque,
withdraws all or part of the provision
and renders the balance insufficient
to settle the amount of the cheque or,
in bad faith, orders the drawee not to
pay the value of the cheque or, in bad
faith, draws or signs a cheque in such
a manner as to prevent it from being
paid.

Shall also be liable to the same
punishment any person who shows or
delivers to another a cheque payable
to bearer, with full knowledge that it
does not have a provision which
could be withdrawn or which has a
provision less than the amount of the
cheque.

The criminal case shall terminate if
payment was made or assignment
was established after commitment of
the offence and before a final
judgment was passed in respect
thereof, and if such occurred after the
judgment became final, it would stop
execution .

If the cheque book was withdrawn by
order of the court and the claimant
was prohibited to optain new cheque
books pursuant to article (643) of the
Commercial Transaction Law. The
public prosecution shall advise the
Central Bank of the matter in order to
circulate to all Banks .

In case any bank contravened the
said order, it has be required to pay
(AED 100,000).

The article as revealed by the law

Shall be punishable by confinement
or fine any individual who, in bad faith
draws a cheque which does not have
a provision which could be withdrawn
or which has a provision less than the
amount of the cheque or who, in bad
faith, after issuing a cheque,
withdraws all or part of the provision
and renders the balance insufficient
to settle the amount of the cheque or,
in bad faith, orders the drawee not to
pay the value of the cheque or, in bad
faith, draws or signs a cheque in such
a manner as to prevent it from being
paid.

Shall also be liable to the same
punishment any person who shows or
delivers to another a cheque payable
to bearer, with full knowledge that it
does not have a provision which
could be withdrawn or which has a
provision less than the amount of the
cheque.
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- The financial and economic ministerial committee under presidency of H.H.
Sheikh Hamdan Bin Rashid Al Maktoum Vice Ruler of Dubai, minister of
finance and industry, and Sheikh Mansoor Bin Zayed Al Nahyan minister of
presidency affairs vice president of the committee, has issued ministerial
decision regarding establishment of federal Credit Bureau with appending
committee in order to follow up the study of this project with the concerned
parties in the state and the operating Banks and to point out the rules and
basics for organizing the project.

- The Central Bank took several measures and issued a number of important
directives during the year of 2005 the most important of which are summarized
as follows:

Notice No. 559/2005 dated 22/2/2005 reminding all banks to strictly
adhere to central banks requirements under circular No. 19/97 dated
4/11/1997 particularly in regard to the limitations in respect of loans
extended to subscribers in the public subscription of companies under
establishment.

Circular No. 25/2005 dated 13/4/2005 resolving new rules for loans
extended to finance purchase of company shares, withdrawing and
cancelling the notice No. 19/97 dated 4/11/1997 (copy enclosed).

Notice No. 1767/2005 dated 29/5/2005 in concern of implementation of
the electronic commercial credit system, which replaces the manual
system currently used at the Risk Bureau.

Notice No. 3660/2005 dated 4/10/2005 in concern of upgrading the inter —
bank funds transfer system which will allow value dating of transfer
requests and the ability to make bulk transfers.

-H.E. Governor of UAE central bank declared that the Bank’s Finance covering
purchasing of companies shares exceeds AED 10 billion including the purchase
of limited uncovered shares, but within the control and observation of Emirates
Securities & Commodities Authority.

- H.E. also declared that the banking sector will withess during 2006 the
issuance of the amendment of Central Bank federal law No. 10 of 1980
“‘concerning the Central Bank, the Monetary System and organization of
Banking”, including the latest developments in banking business and the
international requirements in concern (Basel 2) beside the Monetary union of
the GCC countries.

- During the year 2005 Central Bank signed a contract for assembling the “Image
Cheque Clearing System” (ICCS). This system will allow banks to evolve an
electronic clearing and settlement environment from the current paper based
system.

The ICCS will be fully implemented in UAE on June 2006.
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-During the year 2004 the total number of the cleared cheques in UAE reached
17.44 Million cheques with total amount AED 416.97 Billion according to
Central Bank of the UAE’s statistical Bulletin.

- Central Bank of UAE held several meetings with the operating banks discussing
the preparation for the implementation of New Basel Capital Accord (Basel 2).

-On 26" December 2005 The Central Bank of the United Arab Emirates (CB
UAE) and the International Finance Corporation (IFC), the private sector arm of
the World Bank, signed an Advisory Agreement to support corporate
governance reforms in the UAE’s banking sector.

This is the first project of its kind in the UAE in that it aims to strengthen
corporate governance in the banking sector. We expect the project to provide a
strong signal of the UAE banking sectors commitment to further improve upon its
corporate governance practices and thus integrate into the global financial
system”, said H.E. Sultan Bin Nasser Al Suwaidi, Governor of the Central Bank
of the UAE.

The project has two components: The first sets out to conduct a high-level
workshop on bank corporate governance for the GCC and MENA, with a view
towards setting the corporate governance reform agenda in the region; the
second, to develop and publish, in the form of handbook, corporate governance
guidelines for bank directors in the UAE.

- The Four Islamic Banks in UAE achieved syllogistic levels in the year 2005,
During the third Quarter the total net profits grew by 116% from AED 861
million to AED 1863 million comparing with the year 2004 and expected to
exceeds 125% by the end of 2005, meanwhile total assets grew “for the same
period” by 44% from AED 44,942 million to AED 64,903 million and total
deposits by 37% from AED 37,603 million to AED 51,717 million according to
third Quarter results.

- Under the patronage of H.H. Sheikh Hamed Bin Zayed Al Nahyan the Chairman
of Economic Department, Member of Executive Council in Abu Dhabi, The
Union of Arab Banks organized “Arab Banking Conference” during April 2005
under title “Synergizing Banking & Investment for Development”, 300 Arab
experts attended the conference.

- During March 2005 Dubai witnessed the organizing of “International Islamic
Financial Forum” with participation of more than 400 experts.

-The expanding and openness of the Islamic banks sector has been discussed,
noting that Islamic banks all over the world reached 270 Banks with market value
more than US Dollars 13 Billion, adding Islamic Banks Assets, the sectors value
will reach 256 Billion. Meanwhile it's investments exceeds US Dollars 400 Billion
Islamic Finance in UAE reached 20% out of total Banks activities, meanwhile the
retails reached 30%.
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The Third International Conference of Hawala - Abu Dhabi

Central Bank of the United Arab Emirates in Collaboration with international
Monetary Fund & Menafatf organized the third international Conference of
Hawala in the Capital Abu Dhabi for the period 2 — 3 April 2005 and the following
conference Communique:

The Conference acknowledged and re-affirmed the important achievements of
the First and Second International Conferences on Hawala held during 2002 and
2004 respectively. The previous Conferences identified challenges in
implementing regulatory regimes for informal funds transfer (IFT) systems and
stressed the need to gather and analyze information and to conduct further
outreach.

This Conference fully recognized the key social and economic role of Hawala
and other IFT systems in facilitating remittances, particularly those of migrant
workers. A major outcome of the Conference was its contribution in increasing
awareness of the role of IFT systems.

As is the case with other parts of the financial system, IFT systems can be
misused and exploited for criminal purpose. Consequently, it is important to
increase the transparency of this sector and implement measures to address
these risks in accordance with international standards and best practices in this
area, in particular FATF Special Recommendation VI.

This Conference acknowledged that the challenges and concerns identified in the
Second International Conference on Hawala still remain, but that the international
financial institutions, international and regional organizations, and national
authorities are continuing to increase their knowledge of how these systems
operate.

This Conference highlighted the importance of undertaking further work in the
following areas. There is a need for:

- enhancing information exchange and international cooperation, including
mutual legal assistance;

- understanding thoroughly the operational and settlement features of IFT
systems, particularly in trade transactions and cash movements;

- ensuring that legitimate IFT operators continue to have appropriate access
to banking services;

- regulating this sector effectively without unnecessarily limiting the access
of customers to financial services; and

- conducting further education and training for IFT operators on the
requirements of applicable regulatory regimes.
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The Conference encouraged each country to assess in their domestic IFT
sectors the specific risks of money laundering, terrorist financing and other
related crimes.

Finally, the Conference encouraged the FATF to take these issues into account
as it refines international standards.

The Conference expressed its gratitude to the Government, the Central Bank
and the National Anti-Money laundering Committee of the United Arab Emirates,
the International Monetary Fund and the MENAFATF for organizing this
Conference.
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Arab Banking Sector

According to the Union of Arab Banks economical study for the year 2004, there
are 470 banks in the Arab region widespread as follows:

267 Domestic Commercial banks
45 Domestic Islamic banks

52 Domestic Investment banks

49 Domestic Specialized banks
57 Foreign Banks

Most of the banks were focused in Lebanon 66 banks, UAE 46 banks, Bahrain
56 banks and Egypt 54 banks.

- Preliminary figures for the year 2005 in the Arab banking sector shows that
Arab banks’ total deposits have been reached US Dollars 632 Billion achieving
13.5% growth in comparison with the year 2004, loans and advances US
Dollars 526 Billion reaching 22.3% growth and shareholders equity US Dollars
97 Billion reaching 21.7% growth for the same period. Meanwhile Arab Banks’
total Assets reached more than US Dollars 1000 Billion which is close to
achieve 20% growth in comparison with the year 2004.

The Arab Banks total Assets exceeds not less than 130% of Arab Gross
Domestic Product.

- Internationally, 73 Arab Banks joined the list of the biggest 1000 banks in the
world ranked in accordance to the capital main criterion as revealed by the
annual studies of “The Banker” magazine.

The mentioned list included the following:

- 14 banks from UAE

- 10 banks from Saudi Arabia
- 8 banks from Bahrain

- 7 banks from Kuwait

- 7 banks from Egypt

- 5 banks from Lebanon

- According to year 2004 statistics revealed by the general council of the Islamic
banks and financial institutions, Islamic institutions all over the world reached 284
Islamic banks with transactions more than US Dollar 261 Billion in addition to 310
traditional banks offering Islamic transactions reaching more than US Dollars 200
Billion.

- The number of Islamic banks in GCC countries grew by 70% over the past

years from 2000 — 2004, there are 17 Islamic banks operating in the Gulf with
total Assets more than US Dollars 47 Billion.
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Arab Banking Sector
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Emirates Banks Association



Activities performed by the Association

EBA's Board of Directors expressed their satisfaction for the completion of joining
all the National Banks to the membership of EBA, and welcomed both Dubai
Islamic Bank and National Bank of Umm Al-Qaiwain for joining during 2005.

The Board of Directors hope that the rest of the Foreign Banks in UAE will join
EBA membership as the services and activities of EBA covers all the operating
banks in the country.

EBA feel proud for the trust and confidence given to by the Central Bank of UAE
and other official parties in the country, in addition to international parties in the
concern such as the International Finance Corporation (IFC) of the world Bank
Group, as the program manager of the (Corporate Governance/MENA), and the
consultation team assigned to prepare a Handbook/Guidelines for UAE Bank
Directors, assured the importance of EBA to the banking sector, and they praised
the Association initiative to the issuance of the "Charter of Banking Business in
United Arab Emirates " which has been unanimously approved by EBA general
assembly upon its meeting on 14" April 2004 .

This charter expressed the morality of banking business in implementation of
good corporate governance.

Annual General Meeting :

EBA General Assembly held its annual general meeting on Sunday 27/3/2005,
and the minutes of this meeting was distributed to all member banks under our
Ref. No. 176/2005 on 3/4/2005.

Board of Directors :

Besides participating in the AGM, EBA Board of directors held several meetings
during the year 2005, one of these meetings was with H.E. the Governor of the
Central Bank of the UAE, along with H.E. the Deputy Governor and Executive
Directors in the Central Bank in Abu Dhabi.

- This in addition to continuous communications and consultations between
the members in related matters -
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EBA Board of Directors expressed their thanks and appreciation to the
Central Bank during their joint meeting, for the real efforts exerted in
controlling the development of the banking sector through its continuous
consultation meetings with banks. Also for the wise supervisory that
maintain the interest of the Banking sector in the country, the matter that
reflected positively on the UAE banking Business revealed in the results
and rating reports issued by the international credit ratings agencies and
rising rank of the National banks and the UAE Banking sector to high
standards.

EBA Board of Directors expressed grateful satisfaction to the Central Bank
for producing permission to National Banks to open new branches inside
UAE. Which facilitate spreading of banking services smoothly among all
areas in UAE.

Both parties stressed on the cooperation between the Association and the
Central Bank in order to serve the banking sector and removing any
problems facing the banks with other parties.

EBA stressed on the need to establish the Federal Credit Bureau system
within the Central Bank, in order to promote the availability of this service
among all Emirates of the country, and insure the security of information,
in accordance with Federal Law No.10 of 1980 concerning "The Central
Bank, the Monetary System and Organization of Banking.

In respect to the Free Trade Agreements (FTA) and Trade services
liberalization among the requirement of WTO, the EBA Board and the
Central Bank agreed that the National Interest must be taken into account
when signing agreements or any developments circumstances, taking in
consideration that our domestic Banking sector is already an opened one.

EBA Board of Directors stressed on the necessity of appointing a delegate
from UAE banking sector among the responsible teamwork existed at the
representative office of UAE National Committee of WTO in Geneva, and
this matter is highly recommended to be discussed with the Ministry of
Economy and planning.

H.E. the Governor of Central Bank pointed out that a new personal loans
system is in preparation at the Central Bank, and will be circulating to all
banks once completed.

As per a request submitted to the Central Bank earlier, that the executive
director of the legal department in the Central Bank of the UAE, joins the
membership of the legal consultation committee of EBA. This request has
been approved with thanks by H.E. the Governor, taking into consideration
that the EBA Technical Committee including an Executive Officer
representing the Central Bank.
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According to a previous proposal submitted by EBA Board of Directors to
the Central Bank, suggesting a number of amendments on some forms at
the current used Risk Bureau system - including the banking facilities
opened and /or used limits -.

Central Bank of the UAE emphasized that implementation of the new
electronic commercial credit system which replaces the manual one
currently used at the Risk Bureau, will cover all required upgrade. In
addition to a number of useful instructions that the new system includes
which will provide more data about customers that would help the banks to
adapt the right instructions when granting facilities.

A suggestion was been raised previously to the Central Bank proposing
the possibility of finding unified instructions to deal with Dormant
Accounts. H.E. the Governor declared that the subject is under
consideration at the Central Bank, and banks will be aware with any
further instructions once completed.

A suggestion was been raised previously to the Central Bank of the UAE
to facilitate the clearing of cheques drawn on banks in areas where no
branches of the Central Bank, instead of clearing by post.
The central Bank clarified that this will be insured and covered through the
new system depends on the image processing which will be operating
soon.

During the meeting, it was agreed, to ask the EBA Legal Consultation
Committee to list all subjects and recommendations submitted previously
to Central Bank and required discussion with Ministry of Justice, as a
manner, in order to put for discussion during a proposed joint meeting
including Central Bank, Ministry of Justice, and Emirates Banks
Association, for discussion.

Other Activities:

Chairman of the Association Mr. Abdullah A. Al Ghurair, and in the
presence of H.E. Mr. Ahmed Humaid AlTayer - member of EBA Board of
Directors- had received the Union Bank of Switzerland (UBS) high level
Delegation during their visit to the country, and discussed with them all
phases of cooperation between the Association and the their bank.

On 31% January 2005 and during the same visit, the UBS held under the

patronage of EBA, a specialized seminar in Dubai on :"Treasury Trends
2005" .
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= Members of the Board of Directors; H.E. Mr Khalfan M. AIRoumi and Mr.
Rashid H. Al Mazroui, received SWIFT representatives, during their visit
for the UAE, to attend the 2" SWIFT Regional Conference in the Middle
East held during the period of 153" March 2005, including the SWIFT
Chairman of Board of Directors, and Senior Officers who thanked EBA for
its role and taking care of SWIFT activities

= Emirates Banks Association sponsored a dinner party during the
conference for all the participants.

EBA Committees Activities

EBA Board of Directors continued in following-up the activities achieved by the
committees that the association participating in its membership or those formed
by the association:

A. The Human Resources Development committee in the Banking Sector -
(HRDC-BS):

EBA Board Members expressed their appreciation and admiration to the
committee for the hard efforts exerted to achieve its goals as well as, to the
UAE Banks for responding positively to attract the highest number of UAE
National graduators for joining the banking sector. In addition sponsor the
training operations, and lead the distinguished ones for assuming top and
senior positions.

A remarkable increased in the number of the Nationals working in the banking
sector was observed, whereas since formation of the committee in 1997, the
number of Nationals was (1278 employees recording a percentage of 9.38%),

of the total number of 13615 from both genders.

As at the end of 2005, number of Nationals in the banking sector recorded a
continuous significant increase reached 6957 employees of both genders of
the total number amounting 23319 employees, and recording a percentage of
29.83% of the total average).

At the end of 2005, Emiratization in Branch Manager positions has closed
almost 57.4% and nine banks achieved a percentage of 100% in their branch
manager positions.

It's known that the HRDC-BS is chaired by H.E. Ahmed Humaid Al Tayer, and
including H.E. Khalfan M. Roumi - EBA Board of Directors member, who
represents the Association in its membership.
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B. The UAE National Committee Of WTO:

Emirates Banks Association stressed on the need of coordination with the
Central Bank to bring a unified attitude regarding Trade in Services
liberalization, particularly what related to banking sector, through the role of
UAE membership to the World Trade organization (WTO) .

This intention was been assured during the meeting with the Central Bank as
mentioned above.

Taking in consideration that both: Emirates Banks Association and Central
Bank of UAE are members in the UAE National Committee of WTO.

C. Technical & Legal Consultation Committees :

X/
°e

During its meetings, EBA Board of Directors reviewed the recommendations
already reported by its Committees and took the required procedures
regarding what recommended for circulating among the banks, and /or
needing further actions or opinion of the Central Bank of the UAE and/or
Ministry of Justice, prior circulating to the banks.

A memo has been circulated about " release of guarantor from his obligations
under his PG ", attached with Ministry of Justice opinion on an inquiry raised
by the association on the applicability of Article No.(1092)of the Civil
Transactions Law No0.5/1985 on Banking Transactions, whereas no similar
text was mentioned in the Federal Commercial Procedure law No.18/1993 .

Article No.(1092) Script :

((If a debit is due, the creditor must claim for it within six months from
the date on which it fell due, otherwise the surety shall be deemed to
have been discharged)).

Hence, Ministry of Justice's opinion, clarified that ((the cassation Judiciary
of the Federal Supreme Court has established that Guaranty follows the
guaranteed debt in its civil or commercial characteristics and that the
banking activities are commercial acts regardless the borrowers
identity, and this also apply to the guarantee of the facilities, and this
diverts the PG from applying Article No.(1092) of the Civil Transactions
Law ))

Upon a query submitted previously by EBA to Ministry of Justice on " The
Non-Negotiable " & " A/C Payee cheque ", and the possibility of paying the
value of the cheque, to the attorney of first beneficiary weather in cash or in
the account pursuant to the power of attorney that is duly authenticated by the
notary public that empowers him to receive and encash cheques on behalf of
the beneficiary .

The opinion that the association received on the subject entioned that the
cheque may be paid cash to the attorney in case of the " Non-negotiable
cheque " only, while it could not be credited to his account.

In both cases i.e., " Non-Negotiable " & " A/C Payee " the cheque would be
credited only to the first beneficiary (The Principal and not in any case to his
attorney.
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EBA Website : www.eba-ae.com

EBA Website has been upgraded on the net to absorb the most number of
needed information and data about the association, its activities and the
possibility of adding and /or editing any of them accordingly from time to time.

This site was been sorted as the following:

- Information about the association

- Board of Directors

- Objectives

- Member Banks and Committees formed

- Charter of Banking Business in the United Arab Emirates

- Association publications (including annual report)

- Events

- SWIFT statistics

We hope all to visit this site, and inform the association of any remarks about it.

E.B.A. Publications Matters :

1. The Financial Position of the Banks Operating in U.A.E.
During the 2" half of 2005, E.B.A. has published its annual booklet " The
Financial Position of the Banks Operating in U.A.E- (Vol.18 ) for the years
(2003-2004 )" that has been distributed among all banks and
concerned parties .

2, The Group of Verdicts on Banking Cases :
E.B.A. issued the 9" supplement (2005) on the verdicts related to
banking cases, which E.B.A. pay attention to collect since 1996.
Memos issued by the E.B.A. Legal Consultation Committee have been
included to this issuance along with the verdicts copies, for easy
reference.

3. S.W.L.F.T. News Letter :
E.B.A. continued the issuance of the S.W.LF.T. quarterly newsletter
about sent and received SWIFTNet Fin Traffic Messages performed by
U.A.E User Group comparing with the same done by G.C.C.User Groups.

In addition, the Following comparative report for (2004-2005) about
SWIFTNet Fin Traffic Messages sent & received by UAE SWIFT User
Group & G.C.C. show that 40.25% of sent messages and 53.28% of
received messages performed by SWIFT User Group of UAE in compare
with all GCC. Groups.
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Report 2005 2004

No. Outgoing Messages

Total / G.C.C. 20,657,665 18,179,728

Total / U.A.E. 8,314,819 7,291,826
() (V)

Percentage 40.25% 40.11%

No. Incoming Messages

Total / G.C.C. ;45%03’885 12,775.265

Total / U.A.E. ’ ! 6,665,741

At the end of 2005 SWIFT Net Traffic by region showed total SWIFT and
the Top 10 Countries in Africa & Middle East where the United Arab
Emirates rank for the whole year was ranked the second in both Traffic
sent & Traffic received.
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