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AED thousand per sq.m

Dubai real estate price index
Dubai real estate price (y-o-y  growth, rhs)

Source: REIDIN
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MONTHLY RESIDENTIAL RENTAL PRICES

AED per sq.m

Abu Dhabi Dubai

Source: REIDIN
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DUBAI REAL ESTATE SALES TRANSACTIONS 

Source: REIDIN
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TOTAL PRIVATE CREDIT TO NON-OIL GDP, 
LONG-TERM TREND AND GAP 

 
Source: CBUAE, Federal Competiveness and Statistics Authority
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NON-CORE LIABILITIES TO CORE LIABILITIES 
IN THE UAE BANKING SYSTEM 

Source: CBUAE
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13. For more details on the methodology, refer to Financial 
Stability Reports 2017, 2016 and 2015.

UAE FINANCIAL STABILITY TREND INDEX (FSTI): SUB-INDICES

Banking Index Economy Index Stock Market Index

Source: CBUAE
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PART TWO

FINANCIAL SYSTEM 
ASSESSMENT
2.1 BANKING SYSTEM ASSESSMENT 
2.2 KEY BANKING SYSTEM INDICATORS
2.3 REGULATORY STRESS TEST IN THE UAE 
       BOX: STRESS TEST OF BANK EXPOSURES TO GREs  
2.4 FINANCE COMPANIES
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UAE BANKING SYSTEM: LENDING GROWTH
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Total growth

GRE

SME

Private corporate

Others*

Source: CBUAE

10%

8%

6%

4%

2%

0%

-2%

-4%
2015 2016 2017 2018

*NBFI, High net worth individuals and Trade bills

UAE BANKING SYSTEM: ASSET QUALITY RATIOS 
FOR RETAIL LOAN PORTFOLIO

Source: CBUAE
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UAE BANKING SYSTEM: ASSET QUALITY 
RATIOS FOR RETAIL LOAN PORTFOLIO

NPL ratio Net NPL ratio

Source: CBUAE
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UAE BANKING SYSTEM: COMPOSITION OF BANK REAL 
ESTATE LOAN PORTFOLIO (BY PROPERTY TYPE)

AED billion
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Source: CBUAE
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UAE BANKING SYSTEM: COMPOSITION OF DEBT SECURITIES 
PORTFOLIO BY RATING AND ISSUER

Source: CBUAE
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UAE BANKING SYSTEM: CAPITAL MARKET FUNDING
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UAE BANKING SYSTEM: LOANS-TO-DEPOSIT RATIO

LTD ratio (rhs) Loan growth Deposit growth

Source: CBUAE
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Source: CBUAE

UAE BANKING SYSTEM: LIQUID ASSETS 
AND ELIGIBLE LIQUID ASSET RATIO (ELAR)

500

400

300

200

100

0

20%

15%

10%

5%

0%
2015 2016 2017 2018



22

UAE BANKING SYSTEM: PROFITABILITY (AED BILLION)

Source: CBUAE

2016 2017 2018TaxationNet
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UAE BANKING SYSTEM: CET-1 CAPITAL RATIO

Source: CBUAE
CET-1 capital ratio 
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BANKING SYSTEM: PROVISION COVERAGE

Specific provision/NPL General provision/NPL

Source: CBUAE
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UAE BANKING SYSTEM: COMPOSITION 
OF CROSS-BORDER ASSETS AND LIABILITIES 

Loans
Financial Assets
Due from head o�ce/foreign/branches/subsidiaries
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Capital market funding
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Other liabilities
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Source: CBUAE
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KEY INDICATORS FOR UAE BANKING SYSTEM

2016 2017 2018

Capital Adequacy

CET-1 capital to RWA ratio 15.1% 14.6% 14.3%

Tier-1 capital to RWA ratio 17.3% 16.6% 16.2%

Total capital to RWA ratio 18.9% 18.1% 17.5%

Profitability 

ROA 1.4% 1.5% 1.5%

Cost-to-income ratio 38.0% 39.1% 35.9%

Lending Indicators

Loan-to-deposit ratio 99.4% 97.1% 94.3%

Loan-to-deposit ratio in foreign currency 75.1% 69.0% 64.3%

Liquidity and Funding

Eligible Liquid Asset Ratio 16.2% 18.3% 17.5%

Advances to Stable Resources Ratio 86.2% 84.5% 82.3%

Asset Quality 

NPL ratio 5.1% 5.3% 5.6%

Net NPL ratio (net of specific provisions) 1.5% 1.8% 1.8%

Provision Coverage

Specific provision coverage ratio 72.7% 68.1% 70.0%

Total provision coverage ratio 113.0% 109.0% 106.1%
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KEY INDICATORS FOR UAE NATIONAL BANKS

2016 2017 2018

Capital Adequacy

CET-1 capital to RWA ratio 14.6% 14.0% 13.7%

Tier-1 capital to RWA ratio 17.1% 16.3% 16.0%

Total capital to RWA ratio 18.5% 17.7% 17.2%

Profitability 

ROA 1.6% 1.6% 1.7%

Cost-to-income ratio 36.6% 36.6% 33.1%

Lending Indicators

Loan-to-deposit ratio 100.4% 98.0% 94.0%

Loan-to-deposit ratio in foreign currency 71.4% 64.5% 58.0%

Liquidity and Funding

Eligible Liquid Asset Ratio 14.9% 17.1% 16.6%

Advances to Stable Resources Ratio 88.1% 86.1% 83.4%

Asset Quality 

NPL ratio 4.6% 4.4% 4.6%

Net NPL ratio (net of specific provisions) 1.3% 1.4% 1.4%

Provision Coverage

Specific provision coverage ratio (net of IIS) 72.6% 69.7% 70.1%

Total Provision coverage ratio (net of IIS) 118.0% 119.5% 114.7%
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KEY INDICATORS FOR UAE ISLAMIC BANKS

2016 2017 2018

Capital Adequacy

CET-1 capital to RWA ratio 12.4% 11.4% 12.7%

Tier-1 capital to RWA ratio 16.5% 15.3% 16.2%

Total capital to RWA ratio 17.1% 16.4% 17.3%

Profitability 

ROA 1.5% 1.7% 1.8%

Cost-to-income ratio 40.0% 37.9% 37.5%

Lending Indicators

Loan-to-deposit ratio 96.1% 92.2% 93.0%

Loan-to-deposit ratio in foreign currency 93.9% 88.9% 82.5%

Liquidity and Funding

Eligible Liquid Asset Ratio 16.8% 20.0% 19.6%

Advances to Stable Resources Ratio 86.7% 83.1% 81.6%

Asset Quality 

NPL ratio 6.4% 5.2% 4.8%

Net NPL ratio (net of specific provisions) 1.8% 1.8% 1.7%

Provision Coverage

Specific Provision coverage ratio 72.9% 66.5% 65.6%

Total Provision coverage ratio 143.9% 120.3% 125.0%
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TABLE: SUMMARY OF MARKET RISK SHOCKS

Interest rates

AED and USD +300 bps

The rest of the world +200 bps

Foreign Exchange Rates (Against USD)

JPY +10%

GBP -5%

The rest of the world -10%

Equities

All Countries -15%

TABLE: SUMMARY OF REGULATORY INITIATIVES BY 

TABLE: OVERVIEW OF THE STRESS TEST METHODOLOGY

Type  Impact Methodology

Credit risk
Profit and Loss (P&L)

·	 Credit risk losses for loans and advances through banks’ stress testing 
models

·	 Prescribed haircuts for debt securities
·	 Largest foreign derivative counterparty default

Risk Weighted Assets (RWA) ·	 Credit rating transitions through transition matrices calculated using 
Standardised Approach

Market risk
P&L

·	 Full revaluation based on the market risk shocks
·	 The largest derivative counterparty default with 60% loss given default
·	 Prescribed haircuts on debt securities
·	 The losses are fully realised in the first year of the adverse scenario

RWA ·	 Basel 2 Standardised Approach

Operational risk
P&L ·	 No change 

RWA ·	 Basel 2 Standardised Approach

Pre-impairment profit

Net interest income

·	 Based on banks’ internal estimation and subject to cap and floor 
assumptions to pass through rising interest rates to banks’ funding cost 
and to their loans

·	 The floor assumptions are applied to banks’ funding cost increase 
stemming from rising interest rate in the scenario 

·	 The cap assumptions are applied to banks’ pass-through rates from 
funding costs to lending rates

Non-interest income
·	 Based on banks’ internal estimation and CBUAE imposed caps on 

maximum non-interest income can be realised under the adverse 
scenario

Operating expenses & 
other operating income

·	 Based on banks’ internal estimation and CBUAE imposed floors on 
minimum operating expenses should be realised under the adverse 
scenario

Liquidity risk 5 Large banks ·	 Basel III Liquidity Coverage Ratio (LCR) covering a 30-day stress period 
Basel III LCR covering a 60-day stress period 
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STRESS TEST: CET-1 RATIO PROJECTION UNDER 
BASELINE AND ADVERSE SCENARIOS

Source: CBUAE
Baseline Adverse
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Source: CBUAE
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STRESS TEST: 30 DAYS LCR AND 60 DAYS LCR

LCR 30D LCR 60D

Source: CBUAE

140%

126%
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BOX: STRESS TEST OF BANK EXPOSURES TO GRES

STRESS TEST: CET-1 RATIO AND PROJECTED EXCESS LOSS

CET-1 ratio (%) Credit loss (rhs)

Source: CBUAE

AED billion
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FINANCE COMPANIES: LOAN PORTFOLIO COMPOSITION

Real Estate Loans

Vehicle Loans

Personal Loans

Business Loans

Credit Cards

Others

Source: CBUAE
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PART THREE

REGULATORY 
DEVELOPMENTS
3.1 OVERVIEW OF REGULATORY DEVELOPMENTS IN 2018
3.2 IMPLEMENTATION OF BASEL III STANDARDS IN THE UAE
3.3 DOMESTIC SYSTEMICALLY IMPORTANT BANKS
3.4 IMPLEMENTATION OF THE IFRS 9 IN THE UAE
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THE CBUAE IN 2018

Areas Description
Risk 
Management

Issuance of a new risk management framework for banks comprising five regulations covering overall risk 
management, operational risk, market risk, interest rate risk, and country and transfer risk.

Basel III 
Framework

New regulatory standards supporting the Basel 2017 Capital regulation (Leverage Ratio, Counterparty Credit 
Risk, Credit Value Adjustment, Securitisations, Equity Investment in Funds, and Pillars 2 and 3) were substantially 
advanced in 2018 and planned to be published in 2019. 

Controls and 
Compliance

Regulations on internal controls, compliance and internal audit, which give significant responsibility to the heads 
of compliance and internal audit, as well as on financial reporting and external audit, which require transparent 
financial reporting and high quality external audits in banks.

Issuance of regulation on dormant accounts in banks and protection of customers’ rights. 

Update of the current AML/CFT regulatory framework for all financial institutions was undertaken, in preperation 
for the future planned FATF Mutual Evaluation. 

The controls and compliance pillar will be fully completed in 2019 with the issuance of two more regulations for 
banks on major acquisitions and significant ownership transfer.

Resolution 
Framework

CBUAE to commence in 2019, its work on the Resolution Framework pillar of the regulatory framework, which will 
cover recovery and resolution planning.

Market 
Development

Issuance of regulation for non-bank financial institutions in 2018, which sets out the new regulatory framework 
for finance companies operating in the UAE. The regulation includes requirements for a specific business model, 
governance model, risk management and appropriate controls and compliance functions.

A regulation on crowd-funding as well as a strategy and regulations aimed to support the financing of the UAE’s 
micro, small and medium-sized (SME) business in coordination with the wider UAE authorities were further 
developed during 2018, and are planned to be published in 2019.

Further work on regulations relating to payments and Fintech to commence in 2019.

Corporate 
Governance

A corporate governance framework is planned for issuance in 2019. The regulation introduces sector-wide polices 
in line with international best practices which includes; inclusion of independent directors in the composition of 
banks’ boards and mandatory committees, maximum terms for independent directorships, the reinforcement 
of the fit-and-proper process for members of boards and senior management as well as the introduction of 
minimum disclosure requirements in banks’ annual governance reports.

Islamic Finance
The CBUAE initiated in 2018 the development of its regulatory framework for Islamic finance with focus areas 
including the legal and regulatory framework for Islamic banks, liquidity support mechanisms and the wider 
UAE Islamic finance knowledge economy. 
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TABLE: CAPITAL REQUIREMENTS IN THE UAE

 Capital Requirement 2019

Minimum CET-1 ratio 7.0%

Minimum Tier-1 ratio 8.5%

Minimum Capital Adequacy Ratio (CAR) 10.5%

Capital Conservation Buffer (CCB) 2.5%

Domestic Systemically Important Banks (D-SIB) buffer 0.5%-2.0% individual capital surcharge for identified D-SIBs

Counter-Cyclical Buffer (CCyB) 0%-2.5% 
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TABLE: IMPLEMENTATION OF BASEL III CAPITAL STANDARDS IN THE UAE

Topic of Standard Publication Dates 

Capital Adequacy Regulation 2017

Tier Capital Supply 2018 

Tier Capital Issuance 2018 

Counterparty Credit Risk 2019 (expected)

Credit Value Adjustments 2019 (expected)

Leverage Ratio 2019 (expected)

Securitization and Equity Investments in Funds 2019 (expected)

Criteria for the Eligibility of External Rating Agencies 2019 (expected)

Pillar 2 – Supervisory Review Process 2019 (expected)

Pillar 3 – Disclosure Requirements 2019 (expected)
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ADDITIONAL D-SIB CET-1 CAPITAL AS A PERCENTAGE OF RWA

Source: CBUAE
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TABLE: DOMESTIC SYSTEMICALLY  
IMPORTANT BANKS (D-SIB) BUFFER

Bucket Banks in the bucket D-SIB capital buffer

Bucket 1 DIB, ADCB 0.5%

Bucket 2 - 1.0%

Bucket 3 ENBD, FAB 1.5%

Bucket 4 - 2.0%

ADDITIONAL D-SIB CET-1 CAPITAL AS A PERCENTAGE OF RWA

Source: CBUAE
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PART FOUR

PAYMENT SYSTEMS, 
CAPITAL MARKETS, 
AND INSURANCE 
SECTOR
4.1 UAE Payment and Settlement Systems
4.2 UAE Capital Markets
4.3 UAE Insurance Sector
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UAE FTS: VALUE OF TRANSACTIONS

AED trillion

Source: CBUAE
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ICCS: TOTAL VALUE AND NUMBER OF PRESENTED CHEQUES

AED trillion Millions

Value of presented cheques Number of presented cheques (rhs)  

Source: CBUAE
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UAE WPS: VALUE AND NUMBER OF TRANSACTIONS

AED billion Millions
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Source: CBUAE
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CASH WITHDRAWALS MADE BY UAE CARD HOLDERS IN THE UAE
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NUMBER OF POS TERMINALS AND TRANSACTION VALUE

ThousandsAED billion

Value POS Terminals (rhs)

Source: CBUAE
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4.2.1 OVERVIEW OF THE 
PERFORMANCE OF THE UAE 
STOCK MARKETS
The performance of the Abu Dhabi Stock Exchange 
(ADX) and the Dubai Financial Market (DFM) 
diverged during 2018. While the ADX Index 
increased by 11.8% year-on-year, the DFM index 
declined by 25.0%. As a consequence, the market 
capitalization of Abu Dhabi and Dubai stock 
markets combined remained stable at AED 874.8 
billion with a 0.9% year-on-year decline compared 
to 2017.

PERFORMANCE OF THE ABU DHABI  
STOCK EXCHANGE (ADX)

TABLE: PERFORMANCE OF THE ADX

ABU DHABI STOCK EXCHANGE 
(ADX) 2017 2018 Annual 

Change

Index 4,398 4,915 11.8%

Traded value (AED billion) 48.1 39.5 -17.8%

Traded volume (billion Shares) 28.2 15.4 -45.6%

Trades 347,329 273.949 -21.1%

Market Cap (AED billion) 488.6 528.8 8.2%

Net foreign Investment  
(AED billion)

1.7 1.9 10.5%

(Buy - Sell) (AED billion) 1.9 2.1 8.2%

Source: Securities and Commodities Authority

PERFORMANCE OF THE DUBAI  
FINANCIAL MARKET (DFM)

TABLE: PERFORMANCE OF THE DFM

Dubai Financial Market (DFM) 2017 2018 Annual 
Change

Index 3,370 2,530 -25.0%

Traded value (AED billion) 114.2 59.1 -48.0%

Traded volume (billion shares) 80.7 44.6 -45.0%

Trades 1,067,694 659,650 -38.0%

Market Cap (AED billion) 394.0 346.0 -12.0%

Net foreign Investment  
(AED billion) -1.2 -1.4 -21.3%

(Buy - Sell) (AED billion) 1.0 0.3 -65.5%

Source: Securities and Commodities Authority



47



48



49



50

4.3.1 INSURANCE SECTOR’S 
PERFORMANCE
LICENSED INSURANCE COMPANIES AND 
RELATED PROFESSIONS

The insurance sector witnessed the entry of new 
players in the market as well as the insurance 
related professions, as follows:

TABLE: LICENSED INSURANCE COMPANIES  
AND RELATED PROFESSIONS 

Item 2017 2018

Insurance 
Companies

Conventional 
Companies 50 50

Takaful companies 12 12

Total number of 
insurance Companies 62 62

Total branches of 
insurance companies in 
the market

331 334

Insurance Agents 22 22

Insurance Broker Companies 178 164

Insurance 
Consultant

Companies 24 22

Individuals 26 25

Actuaries
Companies 1 1

Individuals 59 50

Loss & Damage 
Adjusters

Companies 41 48

Individuals 72 69

Third Party 
Administrator 
“TPA”

27 28

Source: Insurance Authority

KEY INDICATORS OF INSURANCE COMPANIES’ PERFORMANCE 

AED billion

Total Assets Total
Investments

Paid in
capital

Total Equity Gross written
Premiums

Net profit /
Loss

Local Companies Foreign Companies 

Source: Insurance Authority 

*preliminary data of 2018 
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FINANCIAL STABILITY REPORT 2018
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ABU DHABI

King Abdullah Bin Abdulaziz  
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Dubai 
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Sharjah 
United Arab Emirates
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Ali Bin Abi Talib Street 
P.O. Box 1414 
Al Ain 
United Arab Emirates

RAS AL KHAIMAH

Al Muntasir Road 
P.O. Box 5000 
Ras Al Khaimah 
United Arab Emirates

FUJAIRAH

Hamid Bin Abdullah Road 
P.O. Box 768 
Fujairah 
United Arab Emirates
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