Board of Directors Report to the
Assembly General Meeting No 48
Year 2020

2020, what a year! It tested the world
beyond measure. Where do we go from
here? When normal life will resume? how
will future generations look back at 20207?
The only certitude is that Covid-19, a tiny
virus has brought humanity down to its
knees. However, with the new vaccines
being deployed, the world was hoping that
some normalcy will come back followed by
good news at the level of the Global
Economy. The year was, as the saying goes,
one for the history books.

Covid-19 Pandemic

The coronavirus pandemic is the third great
crisis of the 21st century, following the
September 2001 terror attacks and the
Global Financial Crisis of 2008. The health-
related uncertainties presented a unique
challenge for policymakers, as did a striking
lack of international cooperation and great
power leadership in responding to the crisis.
The pandemic has accelerated and
exacerbated trends that preceded it, most
notably geopolitical fragmentation across
trade and technology.

Covid-19 pandemic changed lifestyles and
priorities totally and may continue to do so in
the coming period. By early 2020, people
all over the world were forced to contend
with a new normal: lockdowns, mask rules,
economic crises and travel bans. Families
and couples were separated. Many as a
result fell ill with the novel coronavirus or
lost loved ones especially those with pre-
existing health conditions or advanced in
age were being exposed to a risk with no
known cure or treatments. Millions of
people lost around the world their jobs.
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Wealth Disparity

The economic impact of the pandemic made
evident some stark and bitter realities of
wealth disparity. Pre-existing inequalities
made ordinary people vulnerable to the dual
blow of the public health and economic crisis
impact from the pandemic. With job
insecurity and job losses, the lowest income

groups were mainly and significantly
impacted.
Geopolitical Context and Significant
Events
Even with the pandemic as an
omnipresent backdrop, life went on.

Countries held elections. Protesters took
to the streets. Wars broke out. News of the
pandemic, economic collapse and other
major events, such as the divisive U.S.
election and its aftermath, seemed at
times to shroud other important
developments around the world.

US Presidential Election and Trump
Biden Transition

In the US, President Joe Biden entered office
amid an ongoing pandemic, a weakened
economy and a deeply divided country. The
chief geopolitical implication of the U.S.
election result is a more predictable U.S.
approach to trade, foreign affairs, and
working with allies. Tensions with Europe,
particularly over trade, will likely ease.

The US President Joe Biden faced the
daunting task of governing in a highly
polarized environment. We're talking about
the turnover in leadership of the U.S.
government, which is the largest, most
powerful organization in the world. Covid-19
approach has played a major role in the
outcome of the election results rejected by
President Trump and his team drawing a
major question mark for the first time in 100
years on the US system efficiency.

Polarization is shaking societies across the
world, from new democracies to long-
established ones. Political divisions
intensifying globally. It is tearing at the
seams of democracies around the world,
from Brazil and India to Poland and Turkey.
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It isn’t just an American illness; it's a global
one.

US - China Relations

U.S.-China relations will continue to be
marked by intense rivalry, particularly in the
technology sector as both countries are
focused on seeking self-sufficiency in the
critical industries of the future. The US and
EU could not establish a confidence build-up
with Russia, pushing the latter closer to
China and risking the formation of a
formidable military and economic force that
could endanger on the long term the
foundations of western democracies. Iran
will remain the life line of China in terms of
its energy requirements and this will no
doubt trigger a revision of the US terms in the
Iran nuclear file as well as the monitoring of
the crucial Hormuz straight.

Brexit

Despite the last-minute agreement reached
between the EU and the UK preventing a
hard Brexit, uncertainties remain as to the
future economic relationship of the UK with
the EU trading bloc, particularly in the
financial services industry area, which was
not properly addressed by the Ilate
December agreement. In addition, the new
agreement has not prevented significant
disruption and delays to cross-border trade,
with long queues at customs points on both
sides of the English Channel, and
fundamental disruption to the supply chain
between Norther Ireland and the rest of the
UK.

Markets Update
Equity Markets

US equity markets, dominated by the large
Tech stocks, sit at all-time highs at end
December 2020. The return to hyper-
guantitative easing in response to the Covid-
19 pandemic, on a scale not seen since, or
even during, the Global Financial Crash of
2008, has flooded the markets with liquidity,
driving down returns available in other
investments. Central banks across the globe
have cut interest rates, flooded money
markets with liquidity, and backstopped
corporate and government bond markets.
Governments have announced extensive
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fiscal stimulus programmes. Recent news on
the successful development and imminent
delivery of multiple vaccines, in the largest
peacetime logistics exercise in modern
history, has further boosted valuations.

Second and third waves of infection have
taken hold in the US and in Europe, resulting
in fresh lockdowns being imposed.
Developing economies had also
experienced severe infection and mortality
rates.

However, investors appear to be betting that
the various fiscal stimulus programmes
announced thus far, along with the torrent of
liquidity provided by the Federal Reserve in
particular, and organised vaccinations
programs will outweigh the economic
damage to individual companies.
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CAC 40 Index
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Currencies

The USD has been relatively weak, in
response variously to lower interest rates
expectations relative to those obtained in
early 2020, political upheaval, or the dreadful
response of the US to the pandemic. The
Dollar was trading at 1.2216 to the Euro,
103.25 to the Yen, and 1.3670 to Sterling.

Euro vs. US Dollar
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Yen vs US Dollar
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Crypto currencies

Cryptocurrencies have been continuously in
the news since October as the price of
Bitcoin, Etheryum and other digital
currencies soared. Bitcoin rose from USD
10,000 to briefly touch 40,000, before
retracing somewhat to 35,200 while
Ethereum rocketed from USD 400 to USD
1,200. With the potential interest of Wall
Street corporates, cryptocurrencies  will
continue their rise in the near future.

Gold has been trading in a range roughly
between $1,800 and $1,900 during
November and December, having retreated
from its late summer highs. However, it is still
supported by investors fearful that
Quantitative Easing will finally generate a
burst of inflation, and by the relative
weakness of the Dollar. Closed trading at
$1,898 as at 31 December 2020, having
peaked at $2,075 last August.
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Abu Dhabi Securities Market General Index
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The Dubai equity market has also performed
well, rising from a low of 1,663 in April to
2,491 as at 31 December 2020.

Dubai Financial Markets General Index
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US term rates have been relatively stable,
with the 5-year swap trading at 0.43%. The
Fed announced a new policy of tolerating
higher inflation, above the 2% target, to
make up for below trend inflation in recent
years. However, it is unclear whether the US
economy has the strength to produce higher
inflation at this stage.
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Rate

USD 5 Year Interest Rate Swap
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USSW5 Curncy (USD SWAP SEMI 30/360 5YR) Daily 01JAN2020-31DEC2020

Liquidity in the UAE market declined in
November 2020 with the system loan to
deposit ratio rising from 94.6% in October to
95.7% (and up from 94.0% in December
2019). Competition in the Dirham deposit
market remains strong, although the market
has seen a reduction in the rates paid on
fixed deposits. 3-month EIBOR rates have
remained capped at the 0.50% level for a
number of months and as at 31 December
2020.

3 Month UAE EIBOR

Jan Feb Mar Apr May Jun

EIB0O2M Index (Emirates Interbank Offer Rate 3 Month Ask) Daily 01JAN2020-31DEC2

The US Libor 3-month rate has also
remained stable at 0.20% in recent months
and as at 31 December 2020.
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3 Month US Libor
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US0003M Index (ICE LIBOR USD 3 Month) Daily 01JAN2020-31DEC2020
Regionally

On 3 January, 2020 U.S. forces launched an
airstrike against a convoy in Baghdad, killing
top Iranian commander Qasem Soleimani.
The attack, which came amid intensifying
tensions between the United States and
Iran, abruptly escalated the tone between
the two countries. Simultaneously, the
region is undergoing a state of escalating
tension and conflict between the two raising
powers represented by Iran and Turkey,
which are trying to extend their influence
from the heart of the Arabian Gulf to West
Africa and through the Caucasus. The wager
remains on the policy of the US President
Biden administration, which will be adopted
towards both Iran and Turkey, as a number
of countries, most notably Lebanon, Syria,
Yemen, Libya and Iraq are living in a state of
chaos and loss and witnessing a vertical
decline at various economic and social
levels and are severely impacted by any
change in policy.

On a positive note, the most prominent event
remains the Abrahamic Accord, the process
of normalization between Israel and a
number of Arab countries, at the forefront of
which the United Arab Emirates and
Bahrain. In a parallel context, positive
indications emerged, driven by persistent
American efforts to heal the rift between
GCC countries and Qatar.
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Beirut Explosion

On 4 August, 2020 a massive explosion at
a warehouse in Beirut’s port, where a huge
amount of ammonium nitrate had been
stored for years unnoticed, rocked the
Lebanese capital, killing more than 200
people, injuring thousands of others and
causing extensive damage estimated at

uSD 15 Billion across Beirut.
Neighbourhoods close to the port were
essentially destroyed. Homes and

businesses were reduced to piles of
rubble. The explosion struck Beirut as
Lebanon was already grappling with a
devastating economic crisis, made worse
by the pandemic and related restrictions
that had forced many businesses to close
or limit their hours. Many Lebanese saw
the blast, and the successive governments
negligence, as the last straw; a massive
exodus of competent young Lebanese was
witnessed in search of better opportunities
and safety.

United Arab Emirates

Locally, The UAE has done wonders in terms
of health and protection where massive
efforts were deployed to contain the spread
of Covid-19 and reduce the impact on all
levels whereby it has proved efficiency of the
system and the level of cooperation on a
national level between various sectors.

The United Arab Emirates successfully
launched its Mars-bound Hope Probe on
Sunday 20 November 2020, marking the
Arab world's first interplanetary mission and
the first of three international missions to the
Red Planet this summer. The Hope Probe
took off from the Tanegashima Space
Center in Japan, and is expected to reach
Mars by February 2021. The probe will stay
in orbit for a Martian year equivalent to 687
days on Earth to gather data about Mars'
atmosphere.

In October 2020, the UAE legislators
introduced an unprecedented Amendments
to its existing Bankruptcy and Liquidation law
to address periods during which an
‘Emergency Financial Crisis’ exists. It has
defined an Emergency Financial Crisis as “A
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general situation that affects trade or
investment in the country, such as a
pandemic, natural or environmental disaster,
war, etc.” The UAE market witnessed in
2020 major cases of Fraud or declared
cases of bankruptcy and liquidation such as
NMC Health, Finablr, UAE Exchange, and
Abu Dhabi based Arabtec Holding, Drake &
Scull whereby it is important to highlight that
none of the mentioned companies were
dealing with Bank of Sharjah.

In November 2020, the UAE has announced
changes to the Commercial Companies Law
/Ownership laws. The requirement for
commercial companies to have a major UAE
national shareholder or agent is thus
removed, allowing for full foreign ownership
of onshore companies.

VAT rate remained stable at 5% and there
has been no discussions or official
announcements by the UAE Authorities /
FTA of any increase in the Vat rate from the
current percentage.

Sharjah Economy

In 2020 the Emirate of Sharjah despite the
setbacks of the pandemic has not been
deterred and has completed various social,
cultural, environmental and infrastructure
projects. The 2020 Sharjah Budget was the
highest in the history of the emirate at around
AED 30 bhillion.

The Sharjah Finance Department, SFD,
announced in May 2020 the establishment of
the Sharjah Liquidity Support Mechanism
(SLSM) to enhance liquidity for the banking
system in the Emirate and to provide
additional financial assistance to all
businesses impacted by the outbreak of
COVID-19.

On 23 October, 2020, S&P lowered its
assigned credit rating for Government of
Sharjah from BBB to BBB-, with a stable
outlook. Moody’s, on the other hand, has
maintained its Baa2 (equivalent to BBB on
the Fitch scale) rating since February 2020.
There is currently no indication that either
rating agency is about to change the current
ratings in the immediate future.

Lmlal) &l & ol ¢ plygll Jia ¢ Al b jlaiiay)
GNP P WV S PR PP R W ¥
sl S Jial GV Yo Y ale i saaial dy sl
5 NMC Health Jis dlas dbaiy o) Y
Arabtec s UAE Exchange s Finablr
Drake & s 1t bl (e 235 A1 Holding
GSLE e sl ol 45l agall (e 13 ¢ Scull

A8 )Ll iy e Jalai ol 5 5S3

Basiall Ay jall ol jlaY) Alga cuiled Yo Yo b
ALY (i) 8 /g ) S N ¢ s 8 )y e
SIS Al ) oS o s elal) e )yl sl 6
(O SLeY) il sall (ha JS 5 of oaas ) pdlise 4 il

Adlaall Sl ALl Apia ) LSl ey e

%0 duwsi die Anl Adliaal) Aol Ay yoa sy (Llas
or A abdle) gl Haan  cldilie gl Has Al
@ by (i) puzall Aalas¥l Al / Al ey cildalull

Ay el o4 A 8330 )

ﬁ)l.a.ﬁ\ Jl.adﬁ\

d&u\}@ﬁ&ﬁ)@\a‘)&)dﬁﬁeﬂc&&\&
alad 48 5Ll Al e G SAIL sl 5 Agial) 2
Dble Vo B 13) 63 jlall Zo by ey cilS YL Y

_‘é_a”bu‘\ ab )

sle 8 A LAl B 3 S el Al 3 il el
o) 5l aa o il e £ daiy 1S Sea Yo Y
A (e L€l G355 jlaY) 8 S juaall g Uil )
ookl e piall JleeY) il i) e ac
. COVID-19 Ui )5S 58 G Aia) ) 4Ly

Cnall Sy Cuzds (YoYo uell YY &yl
Lo sSad ALY Lgdyiai " ) g il o palia® Sl
LlEie 3,55 ae -BBB Il BBB e 48,4
Baa2 leias Jo ciafls 000 Ay Wl 5 e
e (Udd e e BBB st Jalay (53)
UGl e e gl Wla ollia Gads Yo Yo 5
Cligall s e dlig Guall (AlSs e

) Jiiaal 8 Al



The Real Estate market in Sharjah evolved
as a result of the pandemic with a higher
demand towards small villas. The most
important developments by the Government
were the Kalba Road, the Khorfakkan
Amphitheatre, the Kalba Commercial
Center, the Khorfakkan club for the
physically challenged individuals, the new
academy for the Banking and Financial
studies in the University City in Sharjah, the
Abu Baker Mosque in Khorfakkan, The
Sharjah Research and Technology park
head office building.

In addition, and as a direct response to
relieve the residents and the businesses in
Sharjah from the direct impact of COVID 19,
the Government of Sharjah launched a
discount drive that impacted positively the
livelihood of the residents of the Emirate.
This includes reductions in various
electricity, water fees, license registration
and renewal charges, rent reductions for
certain categories of tenants.

Bank’s  Activities, Subsidiaries &
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Emirates Lebanon Bank

Total Assets reached AED 36,143 million as
at 31/12/2020, against AED 31,689 million
as at 31/12/2019, up by 14%.

Total Loans and advances reached AED
19,456 million as at 31/12/2020, against
AED 17,736 million as at 31/12/2019, up by
10%.

Total Liabilities reached AED 32,978 million
as at 31/12/2020, against AED 28,670
million as at 31/12/2019, up by 15%.

Total Customers’ Deposits reached AED
23,673 million as at 31/12/2020, against
AED 21,326 million as at 31/12/2019, up by
11%.

Total Equity reached AED 3,165 million as at
31/12/2020, against AED 3,018 million as at
31/12/2019, up by 5%.
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Total Off-Balance Sheet reached AED 5,404
million as at 31/12/2020, against AED 5,320
million as at 31/12/2019, up by 2%.

Net liquidity reached AED 7,808 million as at
31/12/2020, against AED 6,486 million as at
31/12/2019, up by 20%.
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BOS Consolidated Balance Sheet
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Income Statement:

Net interest income of AED 569 million for
the year ended 31/12/2020 compared to
AED 416 million for the year ended
31/12/2019, up by 37%.

Net operating profit of AED 368 million for
the year ended 31/12/2020 compared to a
loss of AED 148 million for the year ended
31/12/20109.

Net loss of AED 666 million for the year
ended 31/12/2020 compared to a loss of
AED 488 million for the year ended
31/12/2019, up by 36%.

Total comprehensive loss of AED 724 million
for the year ended 31/12/2020 compared to
a loss of AED 635 million for the year ended
31/12/2019, up by 14%.

Customers’
deposits

Commitments &  Net Liquidity
Contingent

Liabilities

Equity

m31/12/2020
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Net Profit (UAE Operations)

Net Profit (Group)

Hyperinflation Negative Effect (P&L)
Additional Provision (P&L)
Adjusted Net Loss (Group)

Hyperinflation Positive Effect (Equity)

Hyperinflation & Provisions Negative Effect
(P& L)

Equity Effect (Group)

Aed 309 million

| Aed 176 million

(Aed 642 million) *
(Aed 200 million) *
(Aed 666 million)

Aed 879 million
(Aed 842 million) *

Aed 37 million

2019 - 2020 Equity Bridge - Impact of Hyperinflation Accounting and Additional Provisions (in AED M)

M Increase [ Decrease [ Total
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Emirates Lebanon Bank S.A.L. (EL Bank)
Activities

Despite all assurances to the contrary
towards our request for definition of the USD
as functional currency and hyperinflation
accounting the Bank’s external auditors
came back in early March with a revised
view whereby the Lebanese Pound should
be the functioning currency and
hyperinflation accounting implemented.
Accordingly, the net audited effect of
hyperinflation on the Consolidated Equity
was positive and amounted to AED 236
million, representing the difference between
AED 642 million negative variation on the
P&L figures and AED 879 million positive
variation on total equity. This has pushed
the Net equity of the Group by AED 236
million to AED 3.365 million versus AED
3.018 million as at end 2019.

31 Dec 2020

Additional Provisions Adj. Equity - 31 Dec 2020
PA&L Hyperinflation Impact Equity Hyperinflation Impact

Ol g &l slay) Gl el

LS Lo lala cuhua.albubﬁu\@awec‘)nés
s éJ)AY\ DY sl aaaty Wbl las (el Luals 58
e s oda il ?;AA.\M Aulaa \A.mj haizall ddlaxll 4
MAM})JU.»JLA)@_NJJU\@UAAJ\AJ\J.\J\}SSM
Baaiaa AleaS Agllll 5 plll liie] Casag )08 dus
Jojiall il dudlae ubea ol il

bl o da il adail) duulas slaie) il ol
22 Osale YY1 &l s Lo (maalinall (3 i (8 A8l
¢y CJLJ\‘;‘M\ il G Gl Jla e 54 “";\Jug
ol g Ll s LY A e ) aa 0 sale
Seal e Skl a0 gale AVE AL Sl
Gsia ila (8320 ) ) b ool 5 aealall (3 ia
il Cum a3 O pale YFT adiey e panall Cpatlisal
YeVo @@Lg_ausus‘sjbu\ ot )3 Osle ¥,¥0
SV A dle Aanyn oale Vo0 VA Jilas



However, in view of the prevailing
“uncertainty” an AED 200 million additional
provision at Group level was booked
reducing the hyperinflation difference to a
mere AED 36 million and rendering the
whole  hyperinflation  calculation and
exploratory delays, to a futile exercise.

The Net Profit of the Group’s UAE
operations amounted to AED 309 million
and prior to hyperinflation the Consolidated
Net Profit reached AED 176 million after
considering the provisions needed for the
Lebanese Subsidiary.

Upon application of AED 842 million as
Hyperinflation effect plus deductions the
Group recognized a Net Loss of AED 666
million and a Total Comprehensive Loss of
AED 724 million versus a positive equity
component of AED 879 million.

Total Assets reached AED 5,733 million as
at 31/12/2020, against AED 5,313 million as
at 31/12/2019, up by 8%.

Total Loans and advances reached AED
1,492 million as at 31/12/2020, against AED
2,048 million as at 31/12/2019, down by
27%.

Total Liabilities reached AED 4,125 million
as at 31/12/2020, against AED 4,762 million
as at 31/12/2019, down by 13%.

Total Customers’ deposits reached AED
3,364 million as at 31/12/2020, against AED
4,307 million as at 31/12/2019, down by
22%.

Total Equity reached AED 1,607 million as at
31/12/2020, against AED 522 million as at
31/12/2019, up by 191%.

Total Off-Balance Sheet reached AED 814
million as at 31/12/2020, against AED 886
million as at 31/12/2019, down by 8%.

Net Liquidity reached AED 3,106 million as
at 31/12/2020, against AED 2,496 million as
at 31/12/2019, up by 24%.
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Balance Sheet EL Bank
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Income Statement:

Net interest income of AED 262 million for
the year ended 31/12/2020 compared to
AED 153 million for the year ended
31/12/2019, up by 71%.

Net operating profit of AED 7 million for the
year ended 31/12/2020 compared to a loss
of AED 453 million for the year ended
31/12/2019, up by 102%.

Net loss of AED 775 million for the year
ended 31/12/2020 compared to a loss of
AED 561 million for the year ended
31/12/20109.

Total comprehensive loss of AED 775
million for the year ended 31/12/2020
compared to a loss of AED 559 million for
the year ended 31/12/20109.

1.0

Customers' Equity Off-Balance  Net Liguidity
deposits Sheet
m31/12/2020
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Income statement
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