
5

EQUITY

BANKING

Monday, May 24, 2010 · Emirates Business 24|7 

UAE banks invest Dh12bn in
foreign loans in March

UAE banks used more than
Dh12 billion in surplus liq-
uidity, spawned by a surge in
government deposits in
March, to invest in short-
term loans to foreign finan-
cial units, Central Bank fig-
ures have shown.

It was their highest month-
ly investment rate in several
years and it reflected a con-
tinued policy by the banks to
shun lending to the domestic
market following the global

fiscal distress and regional
debt default problems.

The Central Bank report
showed “money at call and
short notice” by the banks
leaped from around
Dh2.94bn at the end of Feb-
ruary to nearly Dh16.1bn at
the end of March, an increase
of Dh13.16bn.

The investments followed
a surge in government de-
posits with the country’s 24
national banks and 28 foreign
units to nearly Dh172.2bn at
the end of March from about
Dh165.7bn at the end of Feb-

ruary, the figures showed.
Government deposits had

plunged from around
Dh192.6bn at the end of
2009 to Dh165.7bn at the
end of February before re-
bounding in March.

Analysts said the rise in
government deposits could
be due to a sharp increase
in the country’s oil export
earnings after crude prices
shot above $80 a barrel on
the back of global econom-
ic recovery and rebound-
ing demand.

“It seems that the banks
are using surplus funds in
quick investment as funds in
this category, money at call
and short notice, are usually
interest-bearing,” said an
economist at a major Abu
Dhabi bank.

“The banks could have
used part of those funds in
domestic credit, but they ap-
pear to be sticking to their
cautious lending policy and
want to make profits from
other activities. On the other

hand, domestic demand is
also weak.”

According to bankers,
money at call and short no-
tice includes fund lent to dis-
count houses, money bro-
kers, the stock exchange, bul-
lion brokers, corporate cus-
tomers, and increasingly to
other banks. The money is re-
payable on demand, whereas
short notice money implies
that notice of repayment of
up to 14 days will be given.

After cash, money at call
and short notice are the
banks’ most liquid assets.
They are usually interest-
earning secured loans, but
their importance lies in pro-
viding the banks with an op-
portunity to use their surplus
funds and to adjust their cash
and liquidity requirements,
the analysts said.

Central Bank figures
showed domestic credit by
the UAE’s 52 banks has re-
mained stagnant despite the
recovery in oil prices and the
local economy. Their claims
on the private sector shrank
from around Dh723.8bn at
the end of 2009 to
Dh711.7bn at the end of Feb-
ruary and around Dh707.1bn
at the end of March. Claims

on the government, a
favourite lending target by
banks, also remained dor-
mant, edging up slightly
from Dh91.8bn at the end of
2009 to nearly Dh92.5bn at
the end of March.

The surge in money at call
and short notice boosted the
combined foreign assets of
the UAE banks from around
Dh208.8bn at the end of Feb-
ruary to nearly Dh220.2bn at
the end of March, one of
their highest levels.

Despite growth in foreign
liabilities by around Dh7bn,
the banks’ net foreign assets
widened from nearly
Dh39.3bn at the end of Feb-
ruary to about Dh47bn at the
end of March, their highest
level in nearly two years.

ABU DHABI Nadim Kawach

Foreign assets 208,157 208,871 220,247
-Notes and coins 112 77 75
-Due from HQ and branches 27,437 27,147 28,070
-Money at call and short notice 5,590 2,946 15,103
-Deposits with banks 55,544 63,882  60,618
-Securities 48,462 46,137 48,574
-Loans and advances 61,033 58,576 59,234
-Other foreign assets 9,979 10,108 8,573

Source: Central Bank

UAE banks’ foreign assets (end of period)
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The current year looks bet-
ter for equity markets, trans-
lating into better demand for
capital market professionals
after a lacklustre perform-
ance for regional bourses
and brokerages in 2009, but
experts say that local market
movers should not expect a
huge jump in their salaries on
the back of this recovery.

“[Salaries are] mostly stat-
ic with a few small reduc-
tions. Obviously, bonus/com-
mission levels have dipped
and are in line with perform-
ance,” Peter Greaves, Direc-
tor, Head of Financial Mar-
kets at McArthur Murray,
told Emirates Business.

He also maintained that
consolidations among bro-
kerages are depressing
salary levels. “Massively.
Brokerage has gone from
over broke’d to a buyer’s (or
I should say wage payer’s)
market,” he said.

“While there were, in the
bull run, similarities (20 per
cent less) in compensation to
capital markets, brokerage is
such a depressed market, es-
pecially in the UAE with
some 88 brokers (approxi-

mately 27 in Saudi) that com-
pensation has crashed. If you
have a salary, you’re doing
okay. Compensation for the
very senior guys who do
have strong client relations
and can build brokerage,
have held strong,” he added
while commenting on bro-
kerage compensation.

However, others tend to
disagree on the level of im-
pact on the salaries of capi-
tal market professionals. “It
hasn’t [been] impacted for
the clients we work with,”
said Ally Ho, Head of Finan-
cial Services for Middle East
and Africa at Pedersen and
Partners, but said this prob-
lem mainly plagues small cap
firms, and large brokerage
houses remain unaffected. 

“Consolidations among
brokerages only happened
for those who were small cap
firms, and the consolidation
happened for both economic
as well as competitive rea-
sons. The large brokerage
houses in the region re-
mained solid during the past
18 months and, therefore, for
the clients we service, those
in the larger brokerage hous-
es and salaries did not see a
hit,” she told this paper.

According to Greaves,
“Over the past 12-18 months,
[there has been a] standstill
in capital markets. Brokerage
has taken a huge hit. More re-
cently, [there has been] some
increase in M&A, PE (private
equity) and advisory as firms
are looking to upgrade the

quality.” Ho agrees that
things have started to look
up. “[In] 2010, the markets
have picked up on both sides
with bond issuances by [enti-
ties] such as Dewa oversub-
scribed by a significant mar-
gin. The market has also im-
proved on the ECM (equity
capital markets) side as there
are more firms exploring the
option of [launching] IPOs
into a now less volatile mar-
ket than last year,” she said.

Explaining the situation
last year, Ho said: “In 2009,
the market was hit on both
sides of the business within
capital markets, but employ-
ees were not shed from these
areas. Instead, teams worked
on restructuring mandates
where both sides were re-
quired to raise capital for fi-
nancings through either
bond issuances or going out
to the market to raise fresh
equity in order to restructure.

“Demand for pure broker-
age houses saw more consol-
idation, and instead of find-
ing candidates who were
specialised by product type,
[professionals] consolidated
their skill set and became
generalists in order to pro-
vide a better service to avail-
able clients.”

Better demand, but no pay jump for market movers

DUBAI Shuchita Kapur
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Note 1: The differences in salary are as a result of the differences between how 
compensation is created
Note 2: The salaries are listed as total compensation minus bonus per annum and in 
thousands of USD

Note 1: Figures quoted above are base salaries

Source: Pedersen & Partners
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Central Bank figures showed domestic credit by
the UAE’s 52 banks has remained stagnant EB FILE

It seems that the
banks are using
surplus funds in
quick investment
as funds in this
category are
usually interest-
bearing 
An economist
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