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At MashreqBank customer care is our top

priority. Our aim is to anticipate customer
needs and fulfill them by providiné the finest
range of value added services and products
delivered through the most efficient and

convenient channels.
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PResiDenT oF THE UAE VIicE PRESIDENT AND PRIME MINISTER OF THE UAE
AND RULER OF AU DHasl AND RULER OF DuBAK
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MashreqBank psc

Established in 1967
Head Office:

P.0. Box 1250, Dubai,
United Arab Emirates.
Tel: 229131 (30 lines)
Telefax: 226061

TIx: 45429 MSHQHO EM

Cable: MASHREQBNK
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THE BANKING SECTOR

f

ON THE WHOLE, HAS

PLAYED THE ROLE OF A

CATALYST IN THE GROWTH

OF THE ECONCMY
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1 996 was a year of
celebration for the people of the
United Arab Emirates. It was the
Stlver Jubilee year of The

Federation's foundation and 30th
anniversary of President, His
Highness Shaikh Zayed Bin Sultan Al
Nahyan's accession as Ruler of Abu
Dhabi. On behalf of the Board, | take
this opportunity to congratulate His
Highness Shaikh Zayed Bin Sultan Al
Nahyan, His Highness Shaikh
Maktourn Bin Rashid Al Maktoum
and their Highnesses Members of
Federal Supreme Council for their
wise leadership and pragmatic
policies which have enabled the
country to achieve phenomenal

economic progress and prosperity in

such a short time. The banking
sector, on the whole, has played the
role of a catalyst in the growth of
the economy. We can reflect with
great satisfaction on the significant
contribution of MashreqBank
throughout these 25 years, not only
to the banking sector and the
economy, but also to the lives of the
people in the UAE,

[ am pleased to present the
results of MashreqBank Group for
1996. The results are in line with our
projections and a testimony to our
policies based on anticipation of
customer requirements, repositioning
in the wake of ever changing
economic and commercial needs,
balancing risk and reward, with
continued emphasis on bolstering
bank's equity base.

Your Bank continued its march
on the charted course yielding net
interest income of AED 574 Million,
an increase of 11% over 1995. Due to
the bank's strategy of enhancing fee-
based revenue, commission and other
income grew by 21.9% to AED 321
Million and fee income to gross
incame ratio improved to 35.9%.
Infrastructure building for future
competitiveness continued and
Operating Expenses increased by
27.6% to AED 321 Million. Provision
and Other Expenses remained high at
AED 210 Million due to Bank's policy
of further tightening of credit risk
matrix. The Net Profit of the Group




reached AED 350 Million as compared
to AED 324 Million in 1995.

The Total Assets of the Bank
increased by 11% to AED 15,268
Mitlion. Due to buoyancy in the
economy of the country, credit
demand remained strong and the
Bank's Loans and Advances grew by
11.7% to AED 8,865 Million. Customer
Deposits increased by 17.9% to AED
11,550 Million. Advances to Deposits
ratio remained healthy at 76.7%.
Since maintaining comfortable
liquidity remains a top priority of the
Bank, Liquid Assets to Total Assets
ratio has been maintained at 37%.
Return on Average Assets and
Average Equity at 2.41% and 23%,
respectively, are best in class.

Earnings per share improved to
AED 64.63. Your Board has
recommended maintaining the

Important indicators 1996 1995

Advances to total

deposits - 69%  B8%
Liquidity (Liquid

assets to total assets) 37%  38%

Capital and Reserves
to total assets 10.6% 10.4%

Return on average
shareholders' funds

(pre-tax) 24% 250
Return on average
shareholders’ funds
(after-tax) I3 24%

Return on average
assets (pre-tax) 2.51% 2.58%
Return on average
w 2.410% 2.48%

CHAIRMAN'S REPORT

dividend at 30%. The Equity base of
the Bank improved by 12.6% to
AED 1,616 Million with Equity to
Assets ratio at 10.6% and Equity to
Risk Weighted Assets Ratio at

around 15%.

UAE ECONOMY AND
BANKING SCENE

The UAE economy continued to
remain buoyant in 1996. According
to the Ministry of Planning forecast,
Gross Domestic Product is expected
to reach AED 152 Billion, a growth
of 5.5%. The higher oil prices and
consistent production levei for most
part of the year gave a further boost
to the economy. Government
spending on infrastructure related
projects and expansion and
upgrading of the hydro-carbon
industry contributed to brisk
economic activity. The Supreme
Petroleum Council of Abu Dhabi
approved plans to expand the
Ruwais Refinery and Petrochemicals
Coﬁwplex with an investment of over
AED 850 million. A project to
transfer gas from Abu Dhabi to
Dubai through a 120 k.m. gas
pipeline has been initiated. In line
with government strategy to expand
non-oil economy, Abu Dhabi
established a free-trade zone with
expected investment of around
AED11 billion. Privatisation

programme took a step forward with

the formation of a Committee to
look into the possible privatisation
of water and electricity services.

The non-oil sector of the
economy remained upbeat. Jebel Ali
and Sharjah Free Zones attracted
significant private investment, The
success of existing free zones has
encouraged Sharjah to set up a
second free zone and Dubai is
planning expansion of Jebel Ali Free
Zone. Notwithstanding departure of
large illegal workforce trade, tourism
and construction sectors remained
buoyant.

Dubai's non-oil trade rose by
almost 19% to AED 41 billion in the
first half of the year. Imports grew
by 16.3% and Re-exports by 39.6%,
whereas non-oil exports declined by
8.5%. The Government of Dubai
unveiled its Strategic Development
Plan which indicates that reliance on
the oil sector for the Emirate of
Dubai would reduce to zero by year
2010, Over the next five years it
envisages capital investment of AED
44.5 billion in infrastructure,
processing industries, free zone and
trade & commerce related projects.
The long-awaited formation of a
Local Stock Exchange is expected to
be operational in 1997 which will
give further impetus to development
of the capital market and
privatisation programme,

The excellent growth
witnessed by the UAE Banking
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Sector during 1994 and 1995 slowed
down a bit during the first half of
1996. Credit to the private sector,
which expanded by 7% in the first
half of 1995, grew by 2.8% only in
the first half of 19986, to reach AED
73.4 billion. Similarly, deposits
(other than government) growth also
slowed down from 5.5% in June
1995 to 2.8% in June 1996. Total
Assets of the Banking Sector
increased by 1.7% in June 1996 as
compared to June 1995.

The Central Bank is studying a
new draft law for regulating banking
business in the UAE. It will be the
first major revision of banking law
and is aimed to keep pace with
changes in banking that have taken
place since implementation of Law
No. 10 in 1980. During the year, a
new law governing ownership and
operation of finance companies in
the UAE, was implemented. This law
permits finance companies to raise
corporate deposits and handle trade
finance business. In order to further
strengthen the banking system, the
Central Bank is planning to
implement new disclosure
requirements to meet international
standards. In July 1996, the Central
Bank switch connecting ATMs of 6
Banks went live, After an initial
pilot period, this switch will be
extended to include all banks in the

UAE. New regulations were

introduced for setting-up of
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representative offices by banks and
other financial institutions. Although
no new licences for Commercial
Banking were granted, most of the
local banks were allowed expansion
of their branch network and quite a
few international banks were
allowed to open representative
offices. Due to the relentless efforts
of the Central Bank, the banking
sector today is stronger then ever
before and is poised to play a critical
role in the future development of

the UAE economy.
FUTURE OUTLOOK

With the economy on a sound
footing, healthy growth prospects in
the industrial, trade, tourism and
service sectors, and sustained
government spending, banks in the
UAE are expected to maintain the
rate of growth as seen in last few
years. MashregBank through its long
term strategic plan has been
concentrating on building its
capabilities in terms of delivery
channels, customer knowledge base,
technology, product offerings,
human resources and risk
management capabilities. | am,
therefore, confident that
MashregBank will capitalise on its
strength to continue its healthy and
profitable growth in 1997 and
beyond.

On behalf of the Board, |

would like to thank the management
team and all members of the
MashregFamily for their dedication
and contribution to the outstanding
achievements of the bank. | would
also like to thank the government
and Central Bank of the UAE, for
providing the desired support and
guidance in creating an excellent
environment for banking and trade
in the country.

AbuLta AHMED AL GHURAIR
CHAIRMAN
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CREATING THE RIGHT
INFRASTRUCTURE FOR LONG

TERM COMPETITIVENESS

At MashreqBank customer
Care is our top priority. Our aim is
to anticipate customer needs and
fulfill them by providing the finest
range of value-added services and
products delivered through the most
efficient and convenient channels.
We strongly believe that by doing so,
We also take care of the aspirations
of all other stakeholders, i.c.,

employees, shareholders and the
community. During the last few
years, we have done everything with
this aim; keeping the custorner first
in all our decisions. | am pleased fo
state that our faith has been
vindicated as MashreqBank has
become a household name and
-.enjoys the largest market share of

- private sector and consumer

business in the UAE. By combining
its social responsibility with its
business goals, participating in the
development of infrastructure
projects, contributing to the
development of trade and
commerce, identifying and fulfilling
the banking needs of individuals and
participating in sports, educational
and other community development

CHIEF EXECUTIVE OFFICER’S REVIEW
PERFORMANCE AND PROGRESS

programmes, MashreqBank has
become an integral part of life in the
Emirates.

In the beginning of the vear,
MashreqBank launched its current
strategic plan and mission for 1998.
Our emphasis continues to be on
alternative delivery systems for
customer convenience, improving
efficiency and productivity through
re-engineering of processes,
listening to customers and meeting
their needs through innovative
products and services, managing and
monitoring risk and creating
infrastructure for long-term
competitiveness, During the year,
we made significant progress in all

directions.

Classification of Assets

1996 1995
&  Advances 58%  5B8%
@ lnvestments 4% 400
@  Other Assets 30 3%
@  Cash & Bank Balances 35%  35%

Classification of Liabilities

1996 1995
& Customer Deposits 75% 7%
@ Bank Deposits 9%  13%
@ Sharehclders' Funds 1M% 1%

@ Long term & other liabilities 5% 5%
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RE-ENGINEERING AND
RE-POSITIONING RETAIL

BANKING OPERATIONS

Retail banking, during the
year, has been under intense

competitive pressure from major local

and foreign banks. Withstanding

incréased competition, MashreqBank

has maintained its market share by

re-engineering and re-positioning its

retail banking operations. The new
customer acquisition process and

product development process based
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on customer knowledge, was put in
place and three product campaigns
were launched with great success.
“MashregStart” was the first product
campaign targeted 1o a specific
customer segment, followed by
“Loan-By-Phone” and “MashregDirect”.
Telephone banking capability and the
24-hour Call Centre established in-
1995 were leveraged well to
introduce comprehensive direct
banking through the above
mentioned products. Together these
improvements have made banking for
customers more convenient and
efficient and is appropriately dubbed
"Banking Anytime Anywhere".
MashreqDirect is expected to set new
standards for the retail banking

service quality and convenience in

the UAE. Teller services delivery at
branches were also upgraded with
the implementation of Mosaic and
$mart $ell Software to improve
customer setvice, speed and quality.
At the same time MashregBank was
one of the six participants in the UAE
Central Bank’s ATM Switch allowing
our customers access to more than
200 added ATM locations, Extensive
research shows that customers’
response to all of these deyelopments
has been overwhelmingly positive.

Packaged accounts and
MashreqMillionaire faunched in 1995
grew from strength to strength.
"MashregPoints”, a flexible reward
programme for credit card members
was introduced for the first time in
the UAE by Retail Card Services. It
has significantly increased utilisation
of the MashreqBank cards. An
agreement was signed with JCB, the
prime issuer of cards in Japan, for
merchant acquiring business in the
UAE. MashregBank maintained its
dominant market share of merchant
acquiring business and posted a
growth of 43% in sales volume while
increasing the number of card
acceptance locations.

Retail credit was revamped
with new underwriting, collection
and recovery process. Credit
standards were tightened and
provisions for doubtful accounts

maintained at a comfortable [evel.
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Our customer focus is typified by Auto Finance Officers at showroom.




MASHREGQRANK'S FOREIGN

TRADE CENTRE BECAME THE

FIRST IN THE REGION TO BE

" AWARDED 15O 9002
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CHIEF EXECUTIVE OFFICER'S REV
COMMERCIAL BANKING

IEW

The Commercial Banking
Group (CBG) by increased focus on

customer needs with specialised
teams to serve specific segments
provides banking services to the
corporate sector in the UAE. 1996
was a very successful year for CBG
as it expanded its customer base by
27%. Hitherto untapped market
segments were covered. Trade
Finance remained the forte of the
group and import/export business
volume increased by 14.4 %. In
order to provide timely and quality
services to trade finance customers,
the Foreign Trade Centre was
upgraded. MashreqBank's Fareign
Trade Centre became the first in the
region to be awarded 150 9002
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Certification. Heiped by increased
infrastructure spending by the
government, the project finance and
letter of quarantee business grew by
18.500. The increase in both trade
finance and project finance
businesses enabled CBG to maintain
its leadership and grow its assets.
The marketing support
function was restructured to
constantly conduct market research
for emerging opportunities, product
development and pro'\jide market
intelligence. Net income after capita
charge methodology and activity
based costing systems were
implemented to measure true
customer profitability. Emphasis on
fee-based income yielded results
with commission and other income
improving by 15.3%. Treasury
services for commercial customers
were upgraded to provide them
access to hedging instruments.
Improved credit risk
assessment and monitaring helped
to minimise incremental classified
assets and at the same time also
helped in maintaining excellent

credit quality of the overall portfolic
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INTERNATIONAL BANKING

buoyant and provides opportunities
for growth. The bank is geared to
open its second branch in New
Delhi, in the secand quarter of 1997,
Pakistan operations which had

some setbacks in the past is

returning to normalcy. Qur subsidiary
in Hong Kong was reconstituted as
Mashreq Asia Limited.

Economic reforms and success
of the privatisation programme in
Egypt kept the banking sector
humming and provided opportunities
for profitable growth which were
well capitalised by our 2 branches
there.

The International Banking
Group (IBG} has initiated a limited

expansion of its operations after

completing the consolidation phase.
IBG's strategy of capitalising on
CAPITALISING ON NICHE n.iche market opportunities for trz?(_ie
finance and short term self .
liquidating business enabled it to
post improved results and maintain
MARKET OPPORTUNITIES the quality of its portfolio.
Despite the socio-politicat and

economic uncertainties in some of

FC?R TRADE FINANCE our international locations, the gross

income in 1996 improved by 21%
from the previous year as most
overseas locations improved their
performance. Notwithstanding a
slow down in economic reforms in

India, the banking sector remains
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MASHREQBANK 1S POISED

TO PLAY AN IMPORTANT

ROLE IN THE DEVELOPMENT

OF CAPITAL MARKETS

INTHE UAE

JUDGED AS BEING

AMONG THE BEST

PRACTICES IN THE

INDUSTRY

CHIEF EXECUTIVE OFFICER’S REVIEW

TREASURY AND INVESTMENT BANKING

M ashregqBank further

strengthened its treasury and
investment banking area by

~-;:‘xpanding its products and services.

Qur 24-hour Dealing Room provides
customers access to international
markets for their foreign exchange
and hedging needs. Investment
Banking has been reorganised in
anticipation of changing economic
scenarios and growing customer
demand for investment products.
Highly skilled professionals were
inducted to provide advisory services
and support investments, merchant
banking and capital market

activities.

Over the next year, )
MashreqBank is poised to play an
important role in the development of
capital markets in the UAE, as we
anticipate the UAE Stock Exchange
coming on-stream. Liquidity
management and interest rate risk
management continues to remain

the top priority of the treasury.

RISK MANAGEMENT

o 1o 5 T DT B TS IS S S AT R N T MU E YR 4

- Bench-marking for risk
management practices was
conducted by an international
consultant. It is a matter of great
satisfaction that our processes have
been judged as being among the
best practices in the industry. The
audit department introduced
sophisticated risk-based process
audit to examine and improve
internal controls with the ultimate
goal of better customer service.
Credit Review started a 'Desk Review

Unit' to independently review all
commercial credits on an on-going
basis. A separate credit review team
has been constituted to review all
retail products on a regular basis to
ensure the effectiveness of complete
process from product development,
sales, credit underwriting, collection,

recovery and write-offs.
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CHIEF EXECUTIVE OFFICER'S REVIEW
TECHNOLOGY AND OPERATING PROCESS

eliminated paper waste and delays in
cheque book processing.
Centralisation of global operations
started with Doha and Bahrain back
office processirig being centralised.
Interactive voice response
application for offering banking
solutions to our customers was
implemented and is being used for
direct banking facility, Windows NT

based document imaging solution
was implemented to reduce paper
flow and storage.

A new banking software to
replace the existing core banking
applications has been selected for
global implementation.

Our emphasis on leveraging

state-of-the-art technology fo
LEVERAGING improve productiv.ity and. efficiency
for enhanced service delivery to
customers continued in 1996.
The Teller/Clearing platform
STATE-OF-THE-ART . .
was converted from PinnaclePlus to -
Mosaic on a Windows NT
environment. As a result, a dramatic
TECHNOLOGY TO IMPROVE improvement in system response
was achieved with added benefits
in terms of on-line signature
PRQDUCTIVIW AND verification, fully automated inward/
” outward clearing with the
integration of MICR encoding, which
EFFICIENCY resufted in improved turnaround
time for teller transactions.
implementation of the on-line

cheque book processing system
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CHIEF EXECUTIVE OFFICER'S REVIEW

OMAN FINANCE COMPANY

AWARDED THE CERTIFICATE

 OF RECOGNITION IN THE

DUBA] QUALTY

APPRECIATION

PROGRAMME

Oman Finance Company
{OFC), a wholly owned subsidiary of

- the Bank (98%}, got a boost with
" the new regulations issued by the

UAE Central Bank, in respect of
Finance Companies. The new
regulations opened a window for
OFC to offer trade finance products
and raise funds from the corporate
market. OFC has prepared itself to
utilize the opportunity to launch
new products in 1997,

During the year, Oman Finance
was awarded the Certificate of
Recognition in the Dubai Quality

Appreciation Programme for its

COMMITMENT TO COMMUNITY

efforts in attaining service
excellence in all sections of its
business. Oman Finance was the
only company from the financial
sector to be awarded such
recognition in Dubai Quality Awards
this year.

Oman Finance maintained its
leadership position in its traditional
auto-finance business and diversified

its scape in the small business area.

A PART OF LIFE

IN THE EMIRATES

SINCE 1967
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=~ I\/I ashregBank is one of the

- longest serving banks in the UAE. For

nearly thirty years, the people of the
Emirates have been banking with us
and it is their trust that has built the
business we enjoy today. Over this
period we have participated in many
community projects, ranging from
educational programmes through to
road safety campaigns to
sponsorship of the UAE football
league. We have also been active in

child care programmes and recently,

we were a major supporter of the
Dubai World Cup Horse Race.

fn the future we aim to play a
greater role as a responsible
corporate citizen, which will result
in a strong community care
programme. We recoghise that we
owe our success to our customers
throughout the Emirates, and it is

success in which we will all share.
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CHIEF EXECUTIVE OFFICER’S

H

UMAN RESOURCES

OUR COMMITMENT iS5 TO

CREATE A MOST ENJOYABLE

WORK ENVIRONMENT

Attracting and retaining high

calibre staff remained our key
strategic priority in 1996. During the
year, we were able o attract
significant number of professionals
with rich experience and high levels

of expertise.
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The MashreqCareer initiative
was introduced to promote excellence
from within, whereby vacancies are
circulated internally and the staff is
encouraged to apply and compete
with external candidates. In keeping
with the bank’s objective of being a
responsible corparate citizen, a special
cell has been set up within the ~
Human Resources Division, focusing
on recruitment and training of UAE
Nationals. Our commitment to the
MashreqFamily members is to create
a most enjoyable work environment.
in order to achieve this, we have been
able to develop a distinct culture
where communication, empowerment,
innovation and learning opportunities
are a part of daily life. Through

transparency in management policies,

constant upward/downward
communication and staff satisfaction
surveys, we were able to identify and
address issues of concern. The Staff
Suggestion Scheme - “We Dare” -
challenges the status quo, promotes -
creativity and problem solving
capability. In today's fast changing
world, leaming and acquisition of new
skills is never ending and knowledge
is the key competitive advantage.
With this mind set, we invest time
and money in providing training and
learning opportunities to all members
of our team. During the year, over
1500 participants attended in-house
and external courses and seminars.

[n the end, | may reiterate that
our efforts and energies are
channelled towards value addition for
al! our stakeholders. It is a matter of
great satisfaction that by the Grace of
Allah, we have been able to
accomplish our goals in that direction.
However, we are raising the bar for
ourselves year after year and are
striving for greater accomptishments

in the future.

AspuL Aziz AeDuLLA AL GHURAIR
CHier Execunve OFFICER




WLA.E. BRANCHES

ABLI DHAB!
Airgort Road
Ter. 235800, Fax: 212822

Al Salam
Tel: 786500, Fax: 742482

Baniyas
Tel: 5121100, Fax: 5122115

Sh, Khalifa Street
Tel: 332300, Fax: 345935

Muroor
Tel: 181858, Fax: 481821

A LGushrif
Tel: 432424, Fax: 431717
AL AlN

Al Afn [Main)
Tel: 667700, Fax: 645602

Ali lbn Abi Taleb St.
Tel: 669368, Fax: 668896

AJMAN
Tel: 422440, Fax; 426630

Bur Juman
Tel: 527103, fax: 5272035

Hor Al Anz
Tel: 623100, Fax: 652887

Al Jumaira
Tel: 441600, Fax: 442322

Khor Dubai
Tet: 534000, Fax: 531854
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Al Khaleej Road
Tel: 717771
Fax: 723786

Riga
Tel: 211120, Fax: 233785

Al Diyafah Road
Tei: 312645, Fax: 312113

Sug Al Kabir
Tel: 284176{264178
Fax: 266783

Jebel Ali
Tel: 815355, Fax: 816628

FUJAIRAH
Dibba
Tel: 444230, Fax: 443831

Fujairah
Tel: 222754/221100/222493
Fax: 226860

RAS AL KHAIMAH

Al Nakheel

Tel: 221695/221621/226655
Fax: 221880

Ras Al Khaimah
Tel; 333844, Fax: 333620

SHARJAH
Al Boorj Avenue
Tel: 351366/354873, Fax: 372803

Dhaid
Tel: 822114/822899, Fax: 822416

Kalba
Tel: 777430/778506/779669
Fax: 778950

Khorfakkan
Tel: 385285/385259{386805
Fax: 387189

UMM AL GUWAIN
Tei: 666948, Fax: 664348

OVERSEAS BRANCHES

AFRICA

EGYPT

Alexandria

Tel: (203) 495551
Fax: {203) 4912900
Tlx: 54634 MSHOQ UN

Cairo

Tel: (202]) 5710417/5710419
Fax: [202) 5710423

Tix: 23386 MSHQ UN

KENYA

Nairobi

Tel: (254-2) 330562 (S lines}
Fax; {254-2) 330792

Tix: 22596 MSHQ MBI

SUDAN

Khartoum

Tel: (249-11) 772881/772969
Fax: (249-11) 772743

Tlx: 22124 MSHQ SD

22663 MSHQ SD

ASIA
INDIA
Mumbai

Tel: [91-22) 2026096/2046385

Fax: [93-22) 2873305
Tlx: 1185636 MSHQ IN

WO
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PAKISTAN
Karachi

Tel; (92-21) 5610391 (5 fines}

Fax: (92-21) 5610830
Tix: 20230 MSHQ PX

Peshawar

Tel: [92-521) 272357 (2 lines}

Fax: [92-521} 276320
Tlx: 52325 MSHQ PK

Lahore

Tel: (92-42) 5302063 (S lines)

Fax: (92-47) 6363062
Tix: 44712 MSHQ PK

SRI LANKA

Colombo

Tel; (941) 447216 (4 lines)
Fax: (941) 447200/447222
Tlx: 21466 MSHQ CE

MIDDLE EAST
BAHRAIN

Tel: (873} 210114
Fax: (973) 213516
Tix: 9565 MSHQ BN
9566 MSHQ BN

QATAR

Doha

Tel: (974) 413213 [4 lines}
Fax: (974) 413880

Tix: 4235 MSHQ OH

EUROPE

UNITER KINGDOM
London

Tel: {44-171) 247-6395
Fax: (44-171) 410-0832
Tix: 883429 MSHQ LNG
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RLDWIDE NETWORK

AMERICA

U.S.A,

New York

Tel: (1-212) 545-8200

Fax; (1-212) 545-0918/0919
Tix: 239881 MSHQ NY
$71943 MSHQ NY

SUBSIDIARIES

U.AE,

Dubai

Oman Insurance Company Ltd.
{6 Branches in U.AE)

H.0. Tel: 690700, Fax: 630110
Tlx: 46G30 OIC EM

Oman Finance

Company (Pvt) Ltd.

(14 Branches in Y.AE)
H.0. Tel: 288444 (7 lines)
Fax: 228189

HGONG KONG
Mashreq Asia Limited
Tel: (852) 5212938
Fax: {852) 5214289
Tlx: 63581 MSHQ HX

U.S.A,

New York

Bank of Oman

Overseas (USA] Inc.

Tel: (1-212) 545-8200

Fax: (1-212) 545-0918/0319
Tlx: 239881 MSHQ NY




TOTAL ASSETS (MILLION D!RHAMS)

CUSTOMER DEPOSITS/BANK
DEPOSITS AND ADVANCES
{MILLION DIRHAMS)

- Bank Deposits

. Customer Deposits

Advances

TOTAL INCOME COMPOSITION
{MILLION DiRHAMS)

- Total income

|| Interest Income (net)

nd Exchange Profit

n Miscellaneous

Commission (net}
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GROWTH PATTERN OF GROSS INCOME,
OPERATING COSTS & NET PROFITS

AFTER TAX
{MILLION DIRHAMS)

ﬂ Gross Income

Operating Cosis

m Net Profit after Tax

EQUITY EARNINGS PER SHARE
{AFTER TAX)
{DIRHAMS)

SHAREHOLDERS' FUNDS & BREAK-UP
VALUE PER SHARE

- Shareholders' Funds (Million Dirhams)

Break-up Value per Share (Dirhams)

1994
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TOR’S REPORT

The Shareholders

MashreqBank psc

Dubai

United Arab Emirates -

We have audited the accompanying consolidated balance sheet of MashregBank psc
Group as of December 31, 1996 and the refated consolidated statements of income
and retained earnings, and cash flows for the year then ended. These financial
statements are the responsibility of the Directors of the Bank. Our responsibility is

to express an opinion on these financiai statements based on our audit.

We conducted our audit in accordance with International Standards on Auditing.
Thase standards require that we pian and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material mis-
statement. An audif includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We

believe that our audit provides a reasonable basis for our opinion.

The profit for the year is stated after transfer to inner reserve which is held under

customers' deposits.

In our opinion, the financial statements present fairly, in all materiai respects, the
financial position of the Bank as of December 31, 1996 and of the results of its
operations and its cash flows for the year then ended in conformity with the policies

described in Note 2 to the financial statements.

Also, in our opinion, proper books of account have been maintained by the Bank and
the information included in the Directors' Report is in agreement with the
accounting records of the Bank. We obtained all the information and explanations
which we considered necessary for our audit. According to the information available
to us, there were no contraventions of the U.AE. Federal Commercial Companies
Law No. (8) of 1984, as amended, or the Bank’s Articles of Association which might
have materially affected the financial position of the Bank or the results of its

aperations for the year.

Dubai

January 5, 1997. Deloitte & Touche




GROUP FINANCIAL STATEMENTS

5rc~szOLIDATED STATEMENTS OF NET INCOME AND RETAINED EARNINGS FOR THE YEARS ENDED DECEMBER 31

1996 1995 1996 1995

Note AED'0C0 AED'000 Us$'000 UsS$'000
[nterest income 1,112,675 1,016,457 302,933 276,738
[nterest expense 538,990 499,473 146,744 135,985
Net interest income o 573.685 516,984 156,189 140,753
Net commission income 93,650 79,876 25,497 21,747
Equity earnings in unconsolidated subsidiary 3 18,350 16,308 4,996 4,440 i
Other income 208,934 166,964 56,884 45,457 £
TOTAL INCOME 894,619 780,132 243,566 212,397
General and administrative expenses 320,566 251,162 87,276 68,381
Provisions and other expenses 210,003 192,354 57,175 52,370
INCOME BEFORE TAXES 364,050 336,616 99,115 91,646
Taxes on ingome 15 13,560 12,364 3,692 3,366
MET INCOME 350,490 324,252 95,423 88,280
RETAINED EARNINGS:
Balance, January 1 457,843 404,280 124,651 110,068
Net income for the year 350,490 324,252 95,423 88,280
Profit available for appropriation 808,333 728,532 220,074 198,348 !
Transfers to:
Statutory and legal zeserves n 38,839 40,993 10,574 11,161
General reserve . - 67,000 - 18,241
Proposed dividend 162,696 162,696 44,295 44,295
BALANCE, DECEMBER 31 = . 606,798 457,843 165,205 124,651
* See notes to consolidated financial statements
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ASSETS

Cash and balances with central banks
Deposits and balances due from banks
Advances to customers less provisions
Interest reczivable and other assets
Investments in securities and others
Investment in unconsolidated subsidiary

Fixed assets (net)
TOTAL ASSETS

LIABILITIES

Deposits from customers

Deposits and baiances due to banks
Long-term loans

Minarity interest

Proposed dividend

Interest payable and other liabilities
TOTAL LIABILITIES

SHAREHOLDERS' FUNDS
Share Capital

Statutory and legal reserves
General reserve

Retained earnings

Cumulative translation adjustment

TOTAL SHAREHOLDERS' FUNDS

TOTAL LIABILITIES AND SHAREHOLDERS' FUNDS
CONTRA ACCOUNTS {MEMORANDA):

Letters of credit

Letters of gquarantee and acceptances
QOthers

Abdulla Ahmed Al Ghurair

Chairman

* See notes to consolidated financial statements
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GROUP FINANCIAL STATEMENTS

CONSOLIDATED BALANCE SHEETS AS AT DECEMBER 31

Note

[+]

12

14

1996

AED'000

1,925,349
3,381,283
8.865.123
183,682
543.046
86,280

283,918

15,268,682

11,550,366
1,390,562
102,995
4,010
162,696
442,504

13,653,133

542,321
260,176
312,000
606,798
(105,748)

1,615,549

15,268,682

1,432,363
3,200,033
7,501,607

12,134,003

1995

AED'000

= 1,095,265
= 3796981
7,933,255

147,670

459,148

75,887

256,425

13,764,631

9,797,422
1,819,525
111,082
4,006
162,696
435,733

12,330,464

542,321
221,337
312,000
457,843

(99,334)

1,434,167

13,764,631

1,508,722
2,294,015
2,256,970

6,057,707

3,303,567

1996 1995
Us$'coo Uss$'ooo
524,120 298,194
920,578 1,033,755
2,413,592 2,159,884
50,008 40,204
147,848 125,008
23,490 20,6613
77.299 69,813
4,157,005 3,747,537
3,144,668 2,667,417
378,590 495,378
28,041 30243
1.092 1,021
44,295 44,295
120,475 118,631
3717161 3,357,065
147,650 147,650
70,835 60,261
84,944 84,944
165,205 124,851
(28.790) {27,044}
439,844 390,462
4,157,005 3.747.517
389,91 410,215
87,231 624,562
2,042,365 614,476

1,649,253

Abdul Aziz Abdullz Al Ghurair
Chief Executive Officer



GROUP FlNANCIAL STATEMENTS

CONSOLIDATED STATEMENTS OF CASH FLOW FOR THE YEARS ENDED DECEMBER 31

1996 1995 19986 1995 l
I
AED'000 AED'000 U5$'000 1S5'000 |
!
l
NET INCOME 350,490 324,252 95,423 88,280 ;
Increase in interest receivable and other assets - (36,012) {35,695) (9,804) (9,718) ;
Increasef{Decrease] in interest payabie and other liabilities 6,771 (35.852) 1,844 {9,761)
Depreciation 34,601 34,454 9,420 9,380
NET CASH INFLOW FROM TRADING ACTIVITIES 355,850 287159 96,883 78,181 l
|
A Net increase in deposits 1,752,944 1,505,190 477,251 409,798
i* Netincrease in loans and advances (931,868) (850,703} (253,708) (231,610)
i
iz Decrease in long-term loans {(8.087) (7.785) (2,202) (2,119}
iy
o Decrease in deposits and balances due t0 Banks {428,963) (197,494) (116.788) {53,769)
NET CASH INFLOW FROM OPERATING ACTIVITIES 739,876 736,367 201,436 200,481 |
% Return on investments and servicing of finance:
s " Dividends paid (162,6986) {162,696) (44,295) (44,295)
?
1; Minority interest 4 162 1 44
: - — —
'? NET CASH OUTFLOW FROM RETURNS ON
E' INVESTMENTS AND SERVICING OF FINANCE (162,692) (162,534) (44,294) (44,251)
l‘? Investing activities:
Purchase/Sale of investments (83,898) (55,064) (22,842) {14.992) I
Investment in unconsolidated sul_)sidiary {10,393) (0,944) (2.829) (2,707)
Purchase of fixed assets [net of disposals) (62,095} (50,403) (18,308) (13,723
Cumulative translation adjustment . (8,412) (5,429} (1.748) {1.478)
NET CASH QUTFLOW FROM
INVESTING ACTIVITIES = (162,798) (120,840) {44,323} {32,900
INCREASE IN CASH AND
CASH EQUIVALENTS (Note 17) 414,386 452,992 112,819 123,330

—_— | —

|

* See notes to consolidated financial statements
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GROUP FINANCIAL STATEMENTS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEARS ENDED DECEMBER 31, 1996 AND 1995

8.
1996 12495
AED'CO0 AEDQOD
Due to Overseas Central Banks 42,243 53,778 .
Banks abroad - 1,037,759 931,569
Banks in the UAE, ::: 310,560 834,178
1,390,562 1,819,525
9. LONG-TERM LOANS o
The Real Estate Committee of the U.AE. has refinanced real estate loans made by the Bank to varicus UA.E. citizens which are included in advances and such
refinance is repayable within 15 years from the date of refinance.
10. SHARE CAPITAL -
1996 1995
AEDO0O AED'000
Autharized - 6,000,000 ordinary shares of AED 100 each 600,000 600,000
Issued and fully paid - 5,423,210 ordinary shares of AED 100 each 542,321 542,321
1. STATUTORY AND LEGAL RESERVES
tn accordance with Union Law 10/80 of U.AE., 10% of the profit for the year has heen transferred to the statutory reserve. The legal reserve relates to
the Bank's foreign operations, Weither the statutory nor the legal reserves are available for distribution. Such transfers to reserves may cease when the -
total reaches the levels established by the respective monetary authorities. In the case of United Arab Emirates, this level is 50% of the issued share
capital.
The statutory and legal reserves are made up as follows:
1986 1995
AED * 000 AED'000
Balance, Januvary 1 221,337 180,344
Statutory and legal reserves for the year 38,839 40,993 :
Balance, December 31 260,176 337
12 CUMULATIVE TRANSLATION ADJUSTMENT

DEPOSITS AND BALANCES DUE TO BANKS

Cumulative translatior adjustment reflects the Bank's accumutated exchange losses from translating the balance sheets of the Bank's foreign subsidiaries and

branches into Arab Emirate Dirhams.

1996 1995

AED '000 AED ‘000
Balance, Jaunary 1 99,334 93,905
Exchange rate changes during the year I 6412 5,429
Balance, December 31 - 105,746 99,334

13. FOREIGN RESTRICTED ASSETS
Net assets equivalent to AED 186.7 million as of December 31, 1996, (1995 - AED 161.7 miilion) maintained by certain branches of the Bank operating outside the
United Arab Emirates, are subject to exchange control regulations of the countries in which these branches operate.

14. COMMITMENTS
The Bank has a commitment of AED 17.5 million (1995 - AED 44.5 million) representing uncalled capital on investments held by the Bank.
Forward exchange contracts for the purchase and sale of foreign currencies entered inte in the normal course of business are covered by counter deals. These
cantracts are shown as “Contra Accounts - Others”. Forward exchange contracts aggregated AED 7.459 billion at December 31, 1996 (1995 - AED 2,181 bitlion).

15 TAXES ON INCOME

Provision is made for tax payable on profits earned by branches and subsidiaries operating outside the United Arab Emirates,

16. TRANSLATION OF FINANCIAL STATEMENTS
Equivalent United States Doltar amounts have been included for preseatation purposes only. Translations for 1996 and 995 from United Arsb Emirates Dirhams to
U.S. Dollars were made at the rate of Dirthams 3.673 for #ach LL.S. Dollar.

i & LT
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7 OTES TO THE CONSOLIDATE

1996
AED'000
Cash on hand, current accounts and deposits with
Central Bank ‘ 1,925,349
Banks in the LAE, . 342,869
Banks abroad bt 3,038,414
5,306,632
1995
AED'00Q
Cash on hand, current accounts and deposits with
Central Bank 1,095,265
Banks in the UAE. 701,551
Baniks abroad 3,095,430

COMPARATIVE FIGURES:
Certain amounts relating to 1995 have been reclassified to make them comparabie with the 1996 presentation.

by

ANALYSIS OF THE BALANCES OF CASH AND CASH EQUIVALENTS COMPRISE THE FOLLOWING BALANCE SHEET AMOUNTS:

| GRU FINANCIAL TATEETS

D FINANCIAL STATEMENTS FOR THE YEARS ENDED DECEMBER 31, 1996 AND 1995

Change
1995 during the Year
AEDOO0 AED'000
1,095,265 830,084
701,551 (358,682)
3,095,430 (57.016)
4,892,246 414,388
il ek —ee e
Change
1994 during the Year
AED'000 AED'COG
674,209 421,056
1,017,545 {315,994)
2,747,499 347,931
4,439,253 452,993

|

fed
MASHREQBANf;ﬁNUAL REPORT 1996 + PAGE THIRTY ONE
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