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CENTRAL BANK OF THE UAE

Notice: 559 /2005

Date: 221212005

To: All Banks
Finance Companies
Investment Companies

Subject: LOANS _ EXTENDED _To _ FINANCE

After Greetings,

This is to remind all banks to strictly adhere to
Central Bank’s requirements under circular No.
19/97 dated 4/11/1997 (copy attached), particularly
in regard to the limitations in respect of loans
extended to subscribers in the public subscription of
companies under establishment, in particular Clause
No. (3) of the above mentioned circular.

Please be informed that lending to an extent greater
than “the stable deposits” for any bank is
considered violation to Central Bank's regulation
relating to ‘‘Advances to Deposits Ratio”. Also,
lending by *banks running books of IPOs” in
amounts exceeding their total deposits, even if such
lending is a book — entry (i.e. based on that
‘ubscription funds will be at large refunded to the
concemned bank) is considered violation to normal
Yanking practice, as that situation causes imbalances
that reflect in a negative way at the National
Economy, reputation of the Banking System, and
deprive small investors from participating in these
IPOs in a way that would be fair to them. Therefore,
the Central Bank urges banks running books of IPOs
to avoid Book Lending, as it would examine these

banks after completion of each IPO.

Yours faithfully,
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