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pwc

Review report on condensed consolidated interim financial
information to the Directors of Mashreqbank PSC

Introduction

We have reviewed the accompanying condensed consolidated statement of financial position of
Mashregbank PSC (the “Bank”) and its subsidiaries (together referred to as the "Group”) as at 30
September 2021 and the related condensed consolidated statements of profit or loss and other
comprehensive income for the three-month and nine-month periods then ended and the condensed
consolidated statements of changes in equity and cash flows for the nine-month period then ended
and other explanatory information. The directors are responsible for the preparation and presentation
of this condensed consolidated interim financial information in accordance with International
Accounting Standard 34 - Interim Financial Reporting (“IAS 34”). Our responsibility is to express a
conclusion on this condensed consolidated interim financial information based on our review.

Scope of review

We conducted our review in accordance with the International Standard on Review Engagements
2410, "Review of interim financial information performed by the independent auditor of the entity.” A
review of the condensed consolidated interim financial information consists of making inquiries,
primarily of persons responsible for financial and accounting matters, and applying analytical and
other review procedures. A review is substantially less in scope than an audit conducted in
accordance with International Standards on Auditing and consequently does not enable us to obtain
assurance that we would become aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying condensed consolidated interim financial information is not prepared, in all material
respects, in accordance with International Accounting Standard 34, “Interim Financial Reporting”.

PricewaterhouseCoopers

9 November 2021
O \M}(\)

Douglas O'Niakony
Registered itor Number 834
Place: Dubai, United Arab Emirates

Py
PricewaterhouseCoopers (Dubai Branch), License no. 102451

Emaar Square, Building 5, P O Box 11987, Dubai - United Arab Emirates
T: +971 {0)4 304 3100, F: +971 (0)4 346 9150, www.pwc.com/me

Mohamed EiBorno, Jacques Fakhoury, Douglas O'Mahony, Murad Alnsour and Rami Sarhan are registered as practising
auditors with the UAE Ministry of Economy (1



Mashregbank PSC Group

Condensed consolidated statement of financial position as at 30 September

2021

ASSETS

Cash and balances with central banks

Deposits and balances due from banks

Other financial assets measured at fair value
Other financial assets measured at amortised cost
Loans and advances measured at amortised cost
Islamic financing and investment products

measured at amortised cost
Acceptances
Other assets
Reinsurance contract assets
Investment in associate
Investment properties
Property and equipment
Intangible assets
Total assets

LIABILITIES AND EQUITY
LIABILITIES

Deposits and balances due to banks
Repurchase agreements with banks
Customers’ deposits

Islamic customers’ deposits
Acceptances

Other liabilities

Medium-term loans

Insurance contract liabilities

Total liabilities

EQUITY

Capital and reserves

Issued and paid up capital
Statutory and legal reserves
General reserve

Currency translation reserve
Investments revaluation reserve
Cash flow hedge reserve
Retained earnings

Equity attributable to owners of the Parent

Non-controlling interests
Total equity
Total liabilities and equity

Notes

~NON SN

o

12
13

14

30 September 31 December
2021 2020
(un-audited) (audited)
AED ’000 AED 000
15,540,571 17,941,941
30,117,749 28,239,030
14,345,625 8,439,103
10,341,725 11,000,654
62,796,143 57,286,411
14,186,132 14,246,343
13,556,832 12,767,461
3,517,945 3,478,455
2,953,090 2,891,920
41,897 20,996
449,715 449,715
1,420,825 1,466,769
292,799 294,442
169,561,048 158,523,240
19,583,694 14,844,380
3,042,586 2,289,723
80,828,944 76,375,973
13,949,642 11,884,566
13,556,832 12,767,461
6,057,129 5,808,908
7,424,268 9,616,042
4,953,435 4,747,779
149,396,530 138,334,832
1,775,308 1,775,308
912,099 912,099
312,000 312,000
(107,962) (98,332)
(648,415) (358,088)
- 437)
17,145,527 16,888,178
19,388,557 19,430,728
775,961 757,680
20,164,518 20,188,408
169,561,048 158,523,240

To the best of our knowledge, the condensed consolidated interim financial information present fairly in
all material respects the financial condition, results of operation and cashflows of the Group as of, and

for, the periods presented therein.

JANPE

Abdul Aziz Abdulla Al Ghurair
Chairman

Ahmed Abdela
Group Chief Executive Officer

The accompanying notes form an integral part of this condensed consolidated interim financial information 2



Mashregbank PSC Group

Condensed consolidated statement of profit or loss for the period from
1 January 2021 to 30 September 2021 (un-audited)

Interest income

Income from Islamic
financing and investment
products

Total interest income and
income from Islamic
financing and investment
products

Interest expense

Distribution to depositors —
Islamic products

Net interest income and
income from Islamic
products net of
distribution to depositors

Fee and commission income

Fee and commission expense

Net fee and commission
income

Net investment income

Other income, net

Operating income

General and administrative
expenses

Operating profit before
impairment

Allowances for impairment,

net

Profit/(loss) before tax

Tax expense

Profit/(loss) for the period

Attributed to:
Owners of the Parent
Non-controlling interests

Earnings per share (AED)

For the three month period For the nine month period

ended 30 September ended 30 September

Notes 2021 2020 2021 2020
AED 000 AED’000 AED’000 AED 000
1,086,660 1,004,347 3,157,985 3,510,197
116,368 132,988 337,682 445,769
1,203,028 1,137,335 3,495,667 3,955,966
(365,904) (506,572) (1,126,037)  (1,683,255)
(42,299) (69,726)  (134,429) (212,864)
794,825 561,037 2,235,201 2,059,847
804,560 632,950 2,473,664 1,939,212
(442,857) (350,330) (1,293,431)  (1,003,720)
361,703 282,620 1,180,233 935,492

40,019 67,372 173,972 289,033

231,444 229,200 708,445 686,736
1,427,991 1,140,229 4,297,851 3,971,108

17 (691,072) (629,089) (1,912,052)  (1,883,858)
736,919 511,140 2,385,799 2,087,250
(538,378) (664,527) (2,034,658)  (1,642,851)
198,541 (153,387) 351,141 444,399
(5,550) (11,511 (31,629) (32,976)

192,991 (164,898) 319,512 411,423

179,715 (183,108) 265,071 352,024

13,276 18,210 54,441 59.399

192,991 (164,898) 319,512 411,423

18 1.01 (1.03) 1.49 1.98

The accompanying notes form an integral part of this condensed consolidated interim financial information. 3)



Mashreqbank PSC Group

Condensed consolidated statement of other comprehensive income for the
period from 1 January 2021 to 30 September 2021 (un-audited)

For the three month For the nine month
period ended 30 period ended 30
September September
2021 2020 2021 2020

AED’000 AED’000 AED’000 AED’000

Profit/(loss) for the period 192,991  (164,898) 319,512 411,423

Other comprehensive income

Items that will not be reclassified
subsequently to profit or loss:

Changes in fair value of financial assets
measured at fair value through other

comprehensive income (equity
instruments) (56) 14,255 49,187 (82,239)

Items that may be reclassified

subsequently to profit or loss:
Changes in currency translation reserve (94) (21)  (12,442) (18,323)
Changes in fair value of financial assets

measured at fair value through other

comprehensive income (debt

instruments) (92,584) (64,237  (339,619) (91,571)
Cash flow hedges - fair value loss arising
during the period - (18) 437 (4,558)
Total other comprehensive income/(loss)
for the period (92,734) (50,021) (302,437) (196,691)
Total comprehensive income/(loss) for
the period 100,257  (214,919) 17,075 214,732
Attributed to:
Owners of the Parent 86,839 (238,180) (47,773) 180,080
Non-controlling interests 13,418 23,261 64,848 34,652
100,257 (214,919) 17,075 214,732

The accompanying notes form an integral part of this condensed consolidated interim financial information. 4)
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Mashreqbank PSC Group

Condensed consolidated statement of cash flows for the period from

1 January 2021 to 30 September 2021 (un-audited)

For the nine month
period ended 30 September

2021 2020
Cash flows from operating activities AED 000 AED ’000
Profit before taxation for the period 351,141 444 399
Adjustments for:
Depreciation of property and equipment 189,934 166,246
Allowance for impairment, net 2,034,658 1,642,851
Loss on disposal of property and equipment 3,943 515
Unrealised (gain)/loss on other financial assets held at Fair Value
Through Profit or Loss (FVTPL) (8,604) 2,024
Unrealised (gain)/loss on derivatives (1,318) 27,046
Dividend income from financial assets measured at FVTOCI (18,433) (23,443)
Realised gain on disposal of other financial assets (115,480) {236,532)
Share of loss from associate - 8.359
Net realised gain on sale of other financial asset held at FVTPL (30,466) (27,599)
Changes in operating assets and liabilities
Decrease/(increase) in deposits with central banks 2,558,304 (2,677,909)
Increase in deposits and balances due from banks maturing after
three months (3,751,294) (3,250,025
(Increase)/decrease in other financial assets measured at FVTPL (663,445) 111,106
(Increase)/decrease in loans and advances measured at amortised
cost (7,247,751) 1,121,748
Increase in Islamic financing and investment products measured
at amortised cost (136,233) (515,748)
Increase in other assets (37,735) (607,903)
Increase in reinsurance contract asset (61,170) (276,718)
Decrease in deposits and balances due to banks 4,739,313 3,477,542
Decrease in customers’ deposits 4,452,970 5,547,459
Increase/(decrease) in Islamic customers’ deposits 2,065,076 (1,800,711)
Increase in insurance contract liabilities 205,656 514,636
Increase in other liabilities 169,590 304,670
Increase in repurchase agreements with banks 752,863 2427598
Taxes paid (31,629) (32,976)
Net cash generated from operating activities 5,419,890 6,343,635
Cash flows from investing activities
Purchase of property and equipment (79,709) (198,600)
Proceeds from sale of property and equipment 633 8,392
Purchase of intangible assets (69,138) (84,752)
Purchase of other financial assets measured at fair value or
amortised cost (26,055,916) (6,132,591)
Proceeds from sale of other financial assets measured at fair value
or amortised cost 21,307,127 4,062,829
Investment in associate (20,900) -
Dividend income received from other financial assets measured at
FVTOCI 18,433 23,443
Net cash used in investing activities (4,899,470) (2,321,279)

The accompanying notes form an integral part of this condensed consolidated interim financial information.

(7



Mashreqbank PSC Group

Condensed consolidated statement of cash flows for the period from
1 January 2021 to 30 September 2021 (un-audited) (continued)

Cash flows from financing activities
Transaction with non-controlling interest
Dividends paid

Medium term loans issued during the period
Medium term loans redeemed during the period
Net cash used in financing activities

Net (decrease)/increase in cash and cash equivalents
Net foreign exchange difference
Cash and cash equivalents at beginning of the period

(Note 19)
Cash and cash equivalents at end of the period (Note 19)

For the nine menth
period ended 30 September

2021 2020
AED *000 AED *000
(13,742) (21,005)
(32,825) (710,123)
§ 2,309,732
(2,191,774) (3.980,366)
(2,238,341) (2,401,762)
(1,717,921) 1,620,594
9,630 14,779
20,840,616 22,766,807
19,132,325 24,402,180

The accompanying notes form an integral part of this condensed consolidated interim financial information.  (8)



Mashreqbank PSC Group

Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021

1 General information

Mashregbank PSC (the “Bank™) was incorporated in the Emirate of Dubai in 1967 under a
decree issued by The Ruler of Dubai. The Bank operates through its branches in the United Arxab
Emirates, Bahrain, Kuwait, Egypt, Hong Kong, India, Qatar, the United Kingdom and the
United States of America. The address of the Bank’s registered office is P.O. Box 1250, Dubai,
United Arab Emirates.

At 30 September 2021, Mashregbank PSC Group (the “Group™) comprises of the Bank and the
following direct subsidiaries and associates:

Place of incorporation Proportion of Proportion of

Name (or registration) and ownership voting power Principal activity
operation interest held
‘Subsidiary % Yo
Oman Insurance Company (PSC) United Arab Emirates  64.46 64.46 Insurance & reinsurance
Mindscape FZ LLC United Arab Emirates  100.00 100.00 IT services
Mashreq Securities LL.C United Arab Emirates  99.98 99.98 Brokerage
Mashreq Capital (DIFC) Limited United Arab Emirates  100.00 100.00 Brokerage and asset &
fund management
Mashreq Al Islami Finance United Arab Emirates  99.80 99.80 [slamic finance company
Company (PISC)
Injaz Services FZ LLC United Arab Emirates  100.00 100.00 Service provider
Makaseb Funds Company BSC*  Kingdom of Bahrain 99.90 99.90 Fund manager
Makaseb Funds Company BSC II* Kingdom of Bahrain 99.90 99.90 Fund manager
Invictus Limited Cayman Islands 100.00 100.00 Special purpose vehicle
Al Tagania Employment Services United Arab Emirates 100.00 100.00 Employment Services
One Person Company LLC
Al Kafaat Employment Services  United Arab Emirates  100.00 100.00 Employment Services
One Person Company LLC
Mashreq for Business Process Egypt 100.00 100.00 Employment Services
Support ( Sole person company)
Mashreq Global Services (SMC  Pakistan 100.00 100.00 Employment Services
private) Limited
Shoroug Commodities Trading United Arab Emirates  100.00 100.00 Trading
DMCC
IDFAA Payment Services LLC ~ United Arab Emirates  100.00 100.00 Payment service provider
Osool — A Finance Company United Arab Emirates  98.00 98.00 Finance
(PISCy*#*
Associate
Emirates Digital Wallet LLC United Arab Emirates  23.22 23.22 Digital wallet service

*Liquidated during the year

**nder liguidation.
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Mashreqbank PSC Group

Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

2

2.1

Application of new and revised International Financial Reporting
Standards (“IFRS”)

New and revised IFRS adopted in the condensed consolidated interim finaneial
information

The following new and revised IFRS, which became effective for annual periods beginning on
or after 1 January 2021, have been adopted in this interim financial information. The application
of these revised IFRSs, except where stated, have not had any material impact on the amounts
reported for the current and prior periods.

Amendment to IFRS 16, ‘Leases’ — Covid-19 related rent concessions - As a result
of the coronavirus (COVID-19) pandemic, rent concessions have been granted to
lessees. In May 2020, the IASB published an amendment to IFRS 16 that provided an
optional practical expedient for lessees from assessing whether a rent concession
related to COVID-19 is a lease modification. On 31 March 2021, the IASB published
an additional amendment to extend the date of the practical expedient from 30 June
2021 to 30 June 2022. Lessees can elect to account for such rent concessions in the
same way as they would if they were not lease modifications. In many cases, this will
result in accounting for the concession as variable lease payments in the pericd(s) in
which the event or condition that triggers the reduced payment occurs.

Phase 2 amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 — interest
rate benchmark (IBOR) reform

The Phase 2 amendments that were issued on 27 August 2020 address issues that arise
from the implementation of the reforms, including the replacement of one benchmark
with an alternative one. For instruments to which the amortised cost measurement
applies, the amendments require entities, as a practical expedient, to account for a
change in the basis for determining the contractual cash flows as a result of IBOR
reform by updating the effective interest rate using the guidance in paragraph B5.4.5
of IFRS 9. As a result, no immediate gain or loss is recognised. This practical
expedient applies only to such a change and only to the extent it is necessary as a
direct consequence of IBOR reform, and the new basis is economically equivalent to
the previous basis. Insurers applying the temporary exemption from IFRS 9 are also
required to apply the same practical expedient. IFRS 16 was also amended to require
lessees to use a similar practical expedient when accounting for lease modifications
that change the basis for determining future lease payments as a result of IBOR
reform (for example, where lease payments are indexed to an IBOR rate).

The Group has put in place an enterprise-wide program to manage the steps and
potential risks associated with the LIBOR Transition, including operational, business
and contractual aspects. The Group has completed the impact assessment process
across different dimensions and has commenced the implementation of changes
necessary for a smooth transition away from LIBOR. Transition steps include, but are
not limited to, system upgrades to incorporate interest calculation modifications and
payment conventions as well updates to legal agreements. The Group has also defined
internal and external communication approach to engage clients at an appropriate
time. The Group continues to assess, monitor and dynamically manage risks, and
implement specific controls, when required to ensure a smooth transition.

(10)



Mashreqbank PSC Group

Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

2

2.1

2.2

Application of new and revised International Financial Reporting
Standards (“IFRS”) (continued)

New and revised IFRS adopted in the condensed consolidated interim financial
information (continued)

Amendments to Conceptual framework — The IASB has issued a revised
Conceptual Framework which will be used in standard-setting decisions with
immediate effect. Key changes include:

increasing the prominence of stewardship in the objective of financial reporting
reinstating prudence as a component of neutrality

defining a reporting entity, which may be a legal entity, or a portion of an entity
revising the definitions of an asset and a liability

removing the probability threshold for recognition and adding guidance on
derecognition

adding guidance on different measurement basis, and

stating that profit or loss is the primary performance indicator and that, in principle,
income and expenses in other comprehensive income should be recycled where this
enhances the relevance or faithful representation of the financial statements.

No changes will be made to any of the current accounting standards. However,
entities that rely on the Framework in determining their accounting policies for
transactions, events or conditions that are not otherwise dealt with under the
accounting standards will need to apply the revised Framework from 1 January 2020.
These entities will need to consider whether their accounting policies are still
appropriate under the revised Framework.

New and revised IFRS in issue but not yet effective and not early adopted

Effective for
annual periods
beginning on or

New and revised IFRS after

Amendments te IAS 1, Presentation of financial statements’ 1 January 2023
on classification of liabilities - These narrow-scope amendments

to IAS 1, ‘Presentation of financial statements’, clarify that

liabilities are classified as either current or non-current,

depending on the rights that exist at the end of the reporting

period. Classification is unaffected by the expectations of the

entity or events after the reporting date (for example, the receipt

of a waiver or a breach of covenant). The amendment also

clarifies what IAS 1 means when it refers to the ‘settlement’ of a

liability.

(11)



Mashreqbank PSC Group

Notes to the condensed consolidated interim financial information for the

period from 1 January 2021 to 30 September 2021 (continued)

2

2.2

Application of new and revised International Financial Reporting
Standards (“IFRS”) (continued)

New and revised IFRS in issue but not yet effective and net early adopted

(continued)

New and revised IFRS

IFRS 17, ‘Insurance contracts’ - On 18 May 2017, the IASB
finished its long-standing project to develop an accounting
standard on insurance contracts and published IFRS 17,
‘Insurance Contracts’. IFRS 17 replaces IFRS 4, which currently
permits a wide variety of practices. IFRS 17 will fundamentally
change the accounting by all entities that issue insurance
contracts and investment contracts with discretionary
participation features.

The standard applies to annual periods beginning on or after I
January 2023, with ecarlier application permitted if IFRS 15,
‘Revenue from contracts with customers’ and IFRS 9, ‘Financial
instruments’ are also applied.

IFRS 17 requires a current measurement model, where estimates
are remeasured in each reporting period. The measurement is
based on the building blocks of discounted, probability-weighted
cash flows, a risk adjustment and a contractual service margin
(“CSM™) representing the unearned profit of the contract. A
simplified premium allocation approach is permitted for the
liability for the remaining coverage if it provides a measurement
that is not materially different from the general model or if the
coverage period is one year or less. However, claims incurred
will need to be measured based on the building blocks of
discounted, risk-adjusted, probability weighted cash flows.

Management expects that the adoption of IFRS 17 will have an
impact on the condensed consolidated interim financial
information in respect of ifs insurance contracts issued and
reinsurance contracts held. However, it is not practicable to
provide a reasonable estimate of the effects of the application of
this standard until the Group finalises a detailed review.,

Amendments to IFRS 17, ‘Insurance Contracts’- The IASB
issued the amendments to IFRS 17, ‘Insurance contracts’, on 25
June 2020, together with an amendment to IFRS 4, so that
eligible insurers can still apply IFRS 9 alongside IFRS 17. This
concluded the IASB’s targeted amendments to IFRS 17 which
aimed to ease implementation of the standard by reducing
implementation costs and making it easier for entities to explain
to investors and others, the results from applying IFRS 17.

Effective for
annual periods
beginning on or
after

1 January 2023

1 January 2023

(12)



Mashregbank PSC Group

Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

2 Application of new and revised International Financial Reporting
Standards (“IFRS”) (continued)

2.2  New and revised IFRS in issue but not yet effective and not early adopted
(continued)

Effective for
annual periods
beginning on or
New and revised IFRS after
o Narrow-scope amendments to IFRS 3, IAS 16, IAS 17 and [ January 2022
some annual improvements on IFRS 9 and IFRS 16

Amendments to IFRS 3, ‘Business combinations’ update a
reference in IFRS 3 to the Conceptual Framework for Financial
Reporting without changing the accounting requirements for
business combinations.

Amendments to IAS 16, ‘Property, plant and equipment’ prohibit
a company from deducting from the cost of property, plant and
equipment amounts received from selling items produced while
the company is preparing the asset for its intended use. Instead,

a company will recognise such sales proceeds and related cost in
profit or loss.

Amendments to IAS 37, ‘Provisions, contingent liabilities and
contingent assets’ specify which costs a company includes when
assessing whether a contract will be loss-making.

Annual improvements make minor amendments to IFRS 9,
‘Financial instruments’, and the Illustrative Examples
accompanying IFRS 16, ‘Leases’.

e Narrow scope amendments to IAS 1, Practice statement 2 and 1 January 2023
IAS 8- The amendments aim to improve accounting policy
disclosures and to help users of the financial statements to
distinguish between changes in accounting estimates and changes
in accounting policies.

o Amendment to IAS 12 — Deferred tax related to assets and | January 2023
liabilities arising from a single transaction- These amendments
require companies to recognise deferred tax on transactions that,
on initial recognition give rise to equal amounts of taxable and
deduct able temporary differences.

The Group is currently assessing the impact of these standards, interpretations and
amendments on the future financial statements and intends to adopt these, if applicable, when
they become effective.

(13)



Mashreqbank PSC Group

Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

3 Summary of significant accounting policies
3.1 Basis of preparation

This condensed consolidated interim financial information of the Group is prepared under the
historical cost basis except for certain financial instruments, including derivatives, investment
properties and reserves for unit linked policies which are measured at fair value.

This condensed consolidated interim financial information is prepared in accordance with
International Accounting Standard 34: Interim Financial Reporting (“IAS 34™), issued by the
International Accounting Standard Board (‘IASB’) and also comply with the applicable
requirements of the laws in the U.A.E.

The accounting policies used in the preparation of this condensed consolidated interim
financial information is consistent with those used in the audited annual consolidated
financial statements for the year ended 31 December 2020.

This condensed consolidated interim financial information does not include all the
information and disclosures required in full consolidated financial statements and should be
read in conjunction with the Group’s consolidated financial statements for the year ended 31
December 2020. In addition, results for the period from 1 January 2021 to 30 September
2021 are not necessarily indicative of the results that may be expected for the financial year
ending 31 December 2021.

As required by the Securities and Commodities Authority of the UALE. (“SCA”)
Notification No. 2624/2008 dated 12 October 2008, accounting policies relating to financial
assets, cash and cash equivalents, Islamic financing and investing assets and investment
properties have been disclosed in the condensed consolidated financial information.

Federal Decree Law No. 26 of 2020 which amends certain provisions of Federal Law No. 2
of 2015 on Commercial Companies was issued on 27 September 2020 and the amendments
came into effect on 2 January 2021. The Bank is in the process of reviewing the new
provisions and will apply the requirements thereof no later than one year from the date on
which the amendments came into effect.

3.2 Basis of consolidation

This condensed consolidated interim financial information incorporates the financial
information of the Bank and entities controlled by the Bank. Control is achieved where the
Bank has the power over the investee, exposure, or rights, to variable returns from its
involvement with the investee and the ability to use its power over the investee to affect the
amount of the investor’s returns.

The condensed consolidated interim financial information comprises the financial
information of the Bank and of the subsidiaries as disclosed in Note 1. The financial
information of the subsidiaries are prepared for the same reporting period as that of the Bank,
using consistent accounting policies.

(14)



Mashregbank PSC Group

Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

3 Summary of significant accounting policies (continued)
3.3  Financial assets

All regular way purchases or sales of financial assets are recognised and derecognised on a
trade date basis. Regular way purchases or sales are purchases or sales of financial assets that
require delivery of assets within the time frame established by regulation or convention in the
marketplace.

All recognised financial assets are subsequently measured in their entirety at either amortised
cost or fair value, depending on the classification of the financial assets.

For financial assets or financial liabilities not at fair value through profit or loss, at initial
recognition, the Group measures a financial asset or financial liability at its fair value plus or
minus transactions costs that are incremental and directly attributable to the acquisition or
issue of the financial asset or financial liability, such as fee and commissions. Transaction
costs of financial assets and financial liabilities carried at fair value through profit or loss are
expensed in profit or loss. Immediately after initial recognition, an expected credit loss
allowance (‘ECL’) is recognized for financial assets measured at amortised cost and
investment in debt instruments measured as FVTOCI, which results in an accounting loss
being recognized in profit or loss when an asset is newly originated.

Classification of financial assets

For the purposes of classifying financial assets, an instrument is an ‘equity instrument’ if it is
a non-derivative and meets the definition of ‘equity’ for the issuer except for certain non-
derivative puttable instruments presented as equity by the issuer. All other non-derivative
financial assets are ‘debt instruments’. Debt instruments are those instruments that meet the
definition of a financial liability from the issuer’s perspective, such as loans and government
and corporate bonds.

Debt instruments, including loans and advances and Islamic financing and investments
products, are measured at amortised cost if both of the following conditions are met:

i the asset is held within a business model whose objective is to hold assets in order to
collect contractual cash flows; and

i the contractual terms of the instrument give rise on specified dates to cash flows that
are solely payments of principal and interest/profit on the principal amount
outstanding.
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Mashregbank PSC Group

Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

3
33

Summary of significant accounting policies (continued)

Financial assets (continued)

Classification of financial assets (continued)

All other financial assets are subsequently measured at fair value.

Based on these factors, the Group classifies its debt instruments into one of the following
three measurement categories:

Amortised cost: Assets that are held for collection of contractual cash flows where
those cash flows represent solely payments of principal and Interest (*SPPI’), and that
are not designated at fair value through profit or loss (‘FVTPL’), are measured at
amortised cost. The carrying amount of these assets is adjusted by any expected credit
loss allowance recognized.

Fair value through other comprehensive income (‘FVTOCI’): Financial assets that are
held for collection of contractual cash flows and for selling the assets, where the
assets’ cash flows represent solely payments of principal and interest, and that are not
designated at FVTPL, are measured at FVTOCI. Movement in carrying amount are
taken through Other Comprehensive Income (*OCI’), except for the recognition of
impairment gains and losses, interest revenue and foreign exchange gains and losses
on the instruments’ amortised cost which are recognized in profit or loss. When the
financial asset is derecognized, the cumulative gain or loss previously recognized in
OCI is reclassified from equity to profit or loss and recognized in ‘Net investment
income’.

Fair value through profit or loss (‘FVTPL’): Assets that do not meet the criteria for
amortised cost or FVTOCI are measured at fair value through profit or loss. A gain or
loss on a debt investment that is subsequently measured at fair value through profit or
loss and is not part of a hedging relationship is recognized in profit or loss and
presented in the statement of profit or loss within ‘Net investment income’ in the
period in which it arises, unless it arises from debt instruments that were designated at
fair value or which are not held for trading, in which case they were presented
separately in ‘Net investment income’.
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Mashreqbank PSC Group

Notes to the condensed consolidated interim financial information for the
period from I January 2021 to 30 September 2021 (continued)

3 Summary of significant accounting policies (continued)

3.3  Financial assets (continued)
Classification of financial assets (continued)

Business model: the business model reflects how the Group manages the assets in order to
generate cash flows. That is, whether the Group’s objective is solely to collect the contractual
cash flows from the assets or is to collect both the contractual cash flows and cash flows
arising from the sale of assets. If neither of these is applicable (e.g. financial assets are held
for trading purposes), then the financial assets are classified as part of ‘other’ business model
and measured at FVTPL. Factors considered by the Group in determining the business model
for a group of assets include past experience on how the cash flows for these assets were
collected, how the asset’s performance is evaluated and reported to key management
personnel, how risks are assessed and managed, and how managers are compensated.

SPPI: Where the business model is to hold assets to collect contractual cash flows or to
collect contractual cash flows and sell, the Group assesses whether financial instruments’
cash flows represent solely payments of principal and interest (the ‘SPPI test’). In making
this assessment, the Group considers whether contractual cash flows are consistent with a
basic lending arrangement i.e. interest includes only consideration for the time value of
money, credit risk, other basic lending risks and an interest rate that is consistent with basic
lending arrangement. Where the contractual terms introduce exposure to risk or volatility that
are inconsistent with a basic lending arrangement, the related financial asset is classified and
measured at fair value through profit or loss.

Financial assets with embedded derivatives are considered in their entirely when determining
whether their cash flows are solely payment of principal and interest.

The Group reclassifies debt investments when and only when its business model for
managing those assets changes. The reclassification takes place from the start of the first
reporting period following the change. Such changes are expected to be very infrequent and
none occurred during the period.

Equity instruments are instruments that meet the definition of equity from the issuer’s
perspective; that is, instruments that do not contain a contractual obligation to pay and that
evidence a residual interest in the issuer’s net assets. Examples of equity instruments include
basic ordinary shares.
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Mashreqbank PSC Group

Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

3 Summary of significant accounting policies (continued)
3.3 Financial assets (continued)

Classification of financial assets (continued)

The Group subsequently measures all equity investments at fair value through profit or loss,
except where the Group’s management has elected, at initial recognition, to irrevocably
designate an equity investment at fair value through other comprehensive income. The
Group’s policy is to designate equity investments as FVTOCI when those investments are
held for purposes other than to generate investment returns. When this election is used, fair
value gains and losses are recognized in OCI and are not subsequently reclassified to profit or
loss, including on disposal. On disposal of these equity investments, any related balance
within the FVOCI reserve is reclassified to retained earnings. Impairment losses (and reversal
of impairment losses) are not reported separately from other changes in fair value. Dividends,
when representing a return on such investments, continue to be recognized in profit or loss as
net investment income when the Group’s right to receive payments is established.

Amortised cost and effective interest method

The amortised cost is the amount at which the financial asset or financial liability is measured
at initial recognition minus the principal repayments, plus or minus the cumulative
amortization using the effective interest rate method of any difference between that initial
amount and the maturity amount and, for financial assets, adjusted for any loss allowance.

The effective interest rate is the rate that exactly discounts estimated future cash payments or
receipts through the expected life of the financial asset or financial liability to the gross
carrying amount of a financial asset (i.e. its amortised cost before any impairment allowance)
or to the amortised cost of a financial liability. The calculation does not consider expected
credit losses and includes transaction costs, premiums or discounts and fees paid or received
that are integral to the effective interest rate, such as origination fees.

When the Group revises the estimates of future cash flows, the carrying amount of the
respective financial asset or financial liability is adjusted to reflect the new estimate
discounted using original effective interest rate. Any changes are recognized in profit or loss.

Interest income is calculated by applying the effective interest rate to the gross carrying
amount of financial assets, except for financial assets that have subsequently become credit-
impaired (or stage 3), for which interest income is calculated by applying the effective
interest rate to their amortised cost (i.e. net of the expected credit loss provision).
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Mashreqbank PSC Group

Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

3 Summary of significant accounting policies (continued)

3.3  Financial assets (continued)
(1) Impairment

The Group assesses on a forward-looking basis the expected credit losses (‘ECL’) associated
with its debt instrument assets carried at amortised cost and FVTOCI and with the exposure
arising from loan commitments and financial guarantee contracts. The Group recognizes a
loss allowance for such losses at each reporting date. The measurement of ECL reflects:

. An unbiased and probability-weighted amount that is determined by evaluating a
range of possible outcomes;

. The time value of money; and

. Reasonable and supportable information that is available without undue cost or effort

at the reporting date about past events, current conditions and forecasts of future
economic conditions.

(i1)  Modification of loans

The Group sometimes renegotiates or otherwise modifies the contractual cash flows of loans
to customers. When this happens, the Group assesses whether or not the new terms are
substantially different to the original terms. The Group does this by considering, among
others, the following factors:

. If the borrower is in financial difficulty, whether the modification merely reduces the
contractual cash flows to amounts the borrower is expected to be able to pay.

. Whether any substantial new terms introduced, such as a profit share/equity-based
return that substantially affects the risk profile of the loan.

o Significant extension of the loan term when the borrower is not in financial difficulty.

. Significant change in the interest rate.

. Change in the currency the loan is denominated in.

o Insertion of collateral, other security or credit enhancements that significantly affect

the credit risk associated with the loan.

If the terms are substantially different, the Group derecognizes the original financial asset and
recognizes a ‘new’ asset at fair value and recalculates a new effective interest rate for the
asset. The date of renegotiation is consequently considered to be the date of initial
recognition for impairment calculation purposes, including for the purpose of determining
whether a significant increase in credit risk has occurred. However, the Group also assesses
whether the new financial asset recognized is deemed to be credit-impaired at initial
recognition, especially in circumstances where the renegotiation was driven by the debtor
being unable to make the originally agreed payments. Differences in the carrying amount are
also recognized in profit or loss as a gain or loss on derecognition.

If the terms are not substantially different, the renegotiation or modification does not result in

the derecognition, and the Group recalculates the gross carrying amount based on the revised
cash flows of the financial asset and recognizes a modification gain or loss in profit or loss.
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Mashreqbank PSC Group

Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

3 Summary of significant accounting policies (continued)
3.3 Financial assets (continued)
(ii) Modification of loans (continued)

The new gross carrying amount is recalculated by discounting the modified cash flows at the
original effective interest rate.

(iii)  Derecognition other than on a modification

Financial assets, or a portion thereof, are derecognized when the contractual rights to receive
the cash flows from the assets have expired, or when they have been transferred and either (i)
the Group transfers substantially all the risks and rewards of ownerships, or (ii) the Group
neither transfers nor retains substantially all the risks and rewards of ownership and the
Group has not retained control. The Group enters into transactions where it retains the
contractual rights to receive cash flows from assets but assumes a contractual obligation to
pay those cash flows to other entities and transfers substantially all of the risks and rewards.
These transactions are accounted for as ‘pass through’ transfers that result in derecognition if
the Group:

. Has no obligation to make payments unless it collects equivalent amounts from the
assets;

. Is prohibited from selling or pledging the assets; and

. Has an obligation to remit any cash it collects from the assets without material delay.

Collateral (shares and bonds) furnished by the Group under standard repurchase agreements
and securities lending and borrowing transactions are not derecognised because the group
retains substantially all the risks and rewards on the basis of the predetermined repurchase
price, and criteria for derecognition are therefore not met. This also applies to certain
securitisation transactions in which the Group retains a subordinated residual interest.

3.4  Financial liabilities
Classification and subsequent measurement

Financial liabilities (including deposits and balances due to banks, repurchase agreements
with banks, medium term loans and customer deposits) are initially recognised at fair value
and subsequently measured at amortised cost, except for:

° Financial liabilities at fair value through profit or loss: this classification is applied to
derivatives, financial liabilities held for trading and other financial liabilities
designated as such on initial recognition. Gains or losses on financial liabilities
designated at fair value through profit or loss are presented partially in other
comprehensive income (the change in fair value due to credit risk) and partially profit
or loss (the remaining amount of change in the fair value of the liability). This is
unless such a presentation would create, or enlarge, an accounting mismatch, in which
case the gains and losses attributable to changes in the credit risk of the liability are
also presented in profit or loss;
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Mashreqbank PSC Group

Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

3 Summary of significant accounting policies (continued)

3.4  Financial liabilities (continued)

Classification and subsequent measurement (continued)

° Financial liabilities arising from the transfer of financial assets which did not qualify
for derecognition whereby for financial liability is recognised for the consideration
received for the transfer. In subsequent periods, the Group recognises any expense
incurred on the financial liability; and

° Financial guarantee contracts and loan commitments.

Derecognition

Financial liabilities are derecognised when they are extinguished (i.e. when the obligation
specified in the contract is discharged, cancelled or expires).

When replacing an existing debt with a new debt from a new lender, the existing debt would
be de-recognized in the financial statements, with the difference between the carrying amount
and the fair value of the consideration paid recognized in profit or loss. However, when
modifying or exchanging a debt while keeping the original lender, the International Financial
Reporting Standards (IFRS) have specific guidance on whether the transaction results in a de-
recognition or is accounted for differently. This analysis is driven by the question whether the
modification is “substantial” or whether the original debt has been replaced by another debt
with “substantially” different terms.

35 Financial guarantee contracts and loan commitments

Financial guarantees are contracts that require the Group to make specified payments to
reimburse the holders for a loss they incur because a specified debtor fails to make payment
when due, in accordance with the terms of a debt instrument. Loan commitments are
irrevocable commitments to provide credit under pre-specified terms and conditions.

Financial guarantee contracts are initially measured at fair value and subsequently measured
at the higher of:

- The amount of the loss allowance; and
- The premium received on initial recognition less income recognized in accordance

with the principles of IFRS 15.

Loan commitments provided by the Group are measured as the amount of the loss allowance.
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Mashregbank PSC Group

Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

3 Summary of significant accounting policies (continued)

3.6  Foreign exchange gains and losses

The fair value of financial assets denominated in a foreign currency is determined in that
foreign currency and translated at the spot rate at the end of each reporting period. The
foreign exchange component forms part of its fair value gain or loss. Therefore,

o for financial assets that are classified as at FVTPL, the foreign exchange component is
recognised in the condensed consolidated interim statement of profit or loss;

° for financial assets that are monetary items and designated as at FVTOCI, any foreign
exchange component is recognized in consolidated statement of profit or loss;

° for financial assets that are non-monetary items and designated as at FVTOCI, any
foreign exchange component is recognised in the consolidated statement of
comprehensive income; and

. for foreign currency denominated debt instruments measured at amortised cost at the
end of each reporting period, the foreign exchange gains and losses are determined
based on the amortised cost of the financial assets and are recognised in the
consolidated statement of profit or loss.

3.7  Islamic financing and investment products

In addition to conventional banking products, the Group offers its customers certain non-interest
based banking products, which are approved by its Shari’ah Supervisory Board.

Any conventional terminologies that are used only for reasons of legal requirement, explanation
and/or clarity will be considered as replaced with its Shari’ah compliant equivalent and will not
impact the Islamic products or documentation in terms of their Shari’ah compliance. All Islamic
banking products are accounted for in conformity with the accounting policies described below:

(1) Accounting policy

Islamic financing and investing products are measured at amortised cost, using the effective
profit rate method, less any amounts written off, allowance for doubtful accounts and unearned

income.

The effective profit rate is the rate that exactly discounts estimated future cash flows through the
expected life of the financial asset or liability, or, where appropriate, a shorter pertod.

Allowance for impairment is made against [slamic financing and investing products is measured
in accordance with note 3.3(i). Islamic financing and investing products are written off only
when all possible courses of action to achieve recovery have proved unsuccessful.

(i) Revenue recognition policy

Income from Islamic financing and investing assets are recognised in the condensed
consolidated statement of profit or loss using the effective profit method.
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Mashreqbank PSC Group

Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

3 Summary of significant accounting policies (continued)
3.7  Islamic financing and investment products (continued)
(i)  Revenue recognition policy (continued)

The calculation of the effective profit rate includes all fees paid or received, transaction costs,
and discounts or premiums that are an integral part of the effective profit rate. Transaction costs
are incremental costs that are directly attributable to the acquisition, issue or disposal of a
financial asset.

(iii)  Islamic customers’ deposits and distributions to depositors

Islamic customers’ deposits are initially measured at fair value which is normally consideration
received net of directly attributable transaction costs incurred, and subsequently measured at
their amortised cost using the effective profit method.

Distributions to depositors (Islamic products) are calculated according to the Group’s standard
procedures and are approved by the Group’s Sharia’a Supervisory Board.

3.8 Investment properties

Investment properties are properties held to eam rentals and/or for capital appreciation including
property under construction for such purposes. Investment properties are measured initially at
cost, including transaction costs. Cost includes the cost of replacing part of an existing
investment property at the time that cost is incurred if the recognition criteria are met; and
excludes the cost of day to day servicing of an investment property. Subsequent to initial
recognition, investment properties are measured at fair value, which reflects market conditions
at the reporting date. Gains and losses arising from changes in the fair value of investment
properties are included in the condensed consolidated statement of profit or loss in the period in
which they arise.

An investment property is derecognised upon disposal or when the investment property is
permanently withdrawn from use and no future economic benefits are expected from the
disposal. Any gain or loss arising on derecognition of the property (calculated as the difference
between the net disposal proceeds and the carrying amount of the asset) is included in the
condensed consolidated profit or loss in the period in which the property is derecognised.

Transfer is made to or from investment property only when there is a change in use evidenced
by the end of owner-occupation or commencement of an operating lease to another party. For
a transfer from investment property to owner occupied property, the deemed cost for
subsequent accounting is the fair value at the date of change in use. If owner occupied
property becomes an investment property, the Group accounts for such property in
accordance with the policy stated under property and equipment up to the date of the change
in use. Fair value is determined by open market values based on valuations performed by
independent surveyors and consultants or brokers’ quotes.
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Mashreqgbank PSC Group

Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

3 Summary of significant accounting policies (continued)

3.9  Leasing

The group leases various branches, offices and premises for ATMs. Rental contracts are
typically made for fixed periods of 12 months to 5 years, but may have extension options.
Lease terms are negotiated on an individual basis and contain a wide range of different terms
and conditions.

Leases are recognised as a right-of-use asset and a corresponding liability at the date at which the
leased asset is available for use by the Group. Each lease payment is allocated between the
liability and finance cost. The finance cost is charged to profit or loss over the lease period so as
to produce a constant periodic rate of interest on the remaining balance of the liability for each
period. The right-of-use asset is depreciated over the shorter of the asset's useful life and the lease
term on a straight-line basis.

Lease payments to be made under reasonably certain extension options are also included in the
measurement of the liability.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot
be determined, the lessee’s incremental borrowing rate is used, being the rate that the lessee
would have to pay to borrow the funds necessary to obtain an asset of similar value in a similar
economic environment with similar terms and conditions.

Right-of-use assets are measured at cost comprising the following:

. the amount of the initial measurement of lease liability; and
o any lease payments made at or before the commencement date less any lease incentives
received

Payments associated with short-term leases and leases of low-value assets are recognised on a
straight-line basis as an expense in profit or loss. Short-term leases are leases with a lease term of
12 months or less.
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Mashreqbank PSC Group

Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

3 Summary of significant accounting policies (continued)

3.10  Financial risk management

The Group’s financial risk management objectives and policies are consistent with those
disclosed in the consolidated financial statements for the year ended 31 December 2020, except
for those matters described in note 4.2.

3.11 Cash and cash equivalents

For the purposes of the consolidated statement of cash flows, cash and cash equivalents
comprise cash on hand and other balances with the Central Bank of the UAE (excluding
statutory reserve) and money market placements which are maturing within three months from
the value date of the deposit or placement. Cash and cash equivalents are carried at amortised
cost in the consolidated statement of financial position.

4 Risk management

4.1 Credit risk

Credit risk is the risk of suffering a financial loss as a result of any of the Group’s customers
failing or unwilling to fulfil their contractual obligations to the Group. Credit risk arises
mainly from loan and advances, loan commitments arising from such lending activities, trade
finance and treasury activities but can also arise from financial guarantees, letter of credit,
endorsements and acceptances. The Group is also exposed to credit risk arising from
investments in debt instruments, derivatives as well as settlement balances with market
counterparties.

The Chief Credit Officer (“CCO”) of the Group is responsible for overseeing all aspects of
credit risk management supported by a team of experienced and trained credit managers. The
CCO and credit managers have delegated authority within the risk management framework to
approve credit transactions and manage credit risk on an ongoing basis.

Credit risk is the most material risk from the Group’s business of extending loans and
advances (including loan commitments, letters of credit and letters of guarantee) and carrying
out investment in securities and debts; the Group therefore carefully manages its exposure to
credit risk. Credit risk management and controls are centralized under the CCO function with
regular governance and monitoring exercised by the Board Risk Committee (“BRC”), Board
Credit Committee (“BCC”) and Enterprise Risk Committee (“ERC™).

Specifically, the BCC reviews and approves credit proposals that are beyond lending
authorities delegated to management by the Board of  Directors. In addition, BRC and BCC
monitor key elements of the Bank’s credit risk profile relative to the Bank’s risk appetite. The
Board Committees are supported by ERC in detailed review and monitoring of credit
portfolio, including exposure concentrations.

An Early Alert Committee (“EAC”) is also in place to review and proactively identify
potential problematic exposures within Corporate and Investment Banking (“CIBG”) and
International Banking (“IBG”) business groups and determine appropriate strategies. The
EAC, along with the IFRS 9 Forum (a forum in place to oversee all aspects of the Group’s
IFRS 9 framework), plays an important role in ensuring that credit fundamentals are linked to
determination of Significant Increase in Credit Risk (SICR) and staging for IFRS 9 purposes.
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Mashreqbank PSC Group

Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

4 Risk management (continued)

4.1 Credit risk (continued)

The following tables explains the changes in the gross carrying for loans and advances
(including Islamic financing and investment products) measured at amortised cost:

30 September 2021 (un-audited)
Stage 1 Stage 2 Stage 3
12-month Lifetime Lifetime Total
AED (in million)

Gross carrying amount as at

1 January 67,110 5,597 4,636 77,343
Transfers
Transfer from Stage 1 to Stage 2 (2,475) 2,475 - -
Transfer from Stage 1 to Stage 3 (108) - 108 -
Transfer from Stage 2 to Stage 3 - (967) 967 -
Transfer from Stage 3 to Stage 2 - 14 (14) -
Transfer from Stage 2 to Stage ] 272 {272) - -
New financial assets originated 39,118 - - 39,118
Repayments and other
movements (30,839) (1,796) 783 (31,843)
Write-offs - - (1,015) (1,015)
Gross carrying amount as at
30 September 73,087 3,051 5,465 83.603
31 December 2020 (audited)
Stage 1 Stage 2 Stage 3
12-month Lifetime Lifetime Total

AED (in million)

Gross carrying amount as at

1 January 70,980 5,674 3,485 80,139
Transfers
Transfer from Stage 1 to Stage 2 (4,134) 4,134 - -
Transfer from Stage 1 to Stage 3 (788) - 788 -
Transfer from Stage 2 to Stage 3 - (993) 993 -
Transfer from Stage 3 to Stage 2 - I ¢ -
Transfer from Stage 2 fo Stage | 389 (389) - -
New financial assets originated 42,107 - - 42,107
Repayments and other

movements (41,444) (2,830) 569 {43,705)
Write-offs - - (1,198) {1,198)
Gross carrying amount as at
31 December 67,110 5,597 4,636 77,343
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Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

4 Risk management (continued)
4.1 Credit risk (continued)

ii) The following tables explain the changes in the loss allowance for loans and advances
(including Islamic financing and investment products) measured at amortised cost:

30 September 2021 (un-audited)

Stage 1 Stage 2 Stage 3
12-month Lifetime Lifetime
ECL ECL ECL Total ECL
AED (in million)
Loss allowance as at 1 January 615 2,288 2,909 5,812
Transfers
Transfer from Stage 1 to Stage 2 (125) 125 - -
Transfer from Stage 1 to Stage 3 14) - 14 -
Transfer from Stage 2 to Stage | 3 3 - -
Transfer from Stage 2 to Stage 3 - {752) 752 -
Transfer from Stage 3 to Stage 1 - - 0) -
Transfer from Stage 3 to Stage 2 - 3 3) -
New financial assets originated 254 - - 254
Changes in PDs/LLGDs/EADs (194) 372 1,392 1,579
Write-offs - - (1,015) (1,015)
Loss allowance as at 30
September 539 2,033 4,049 6,621
31 December 2020 (audited)
Stage 1 Stage 2 Stage 3
12-month Lifetime Lifetime
ECL ECL ECL Total ECL
AED (in million)
Loss allowance as at 1 January 476 1,505 1,993 3,974
Transfers
Transfer from Stage 1 to Stage 2 (407) 407 - -
Transfer from Stage 1 to Stage 3 (35) - 35 -
Transfer from Stage 2 to Stage | 13 (13) - -
Transfer from Stage 2 to Stage 3 - (100) 100 -
New financial assets originated 636 - - 636
Changes in PDs/LGDs/EADs (68) 489 1,979 2,400
Write-offs - - (1,198) (1,198)
Loss allowance as at
31 December 615 2,288 2,909 5,812
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Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

4 Risk management (continued)

4.1 Credit risk (continued)

ili)  The credit risk exposures relating to on-balance sheet items (excluding loans and
advances and Islamic financing and investment products ) are as follows:

30 September 2021 {un-audited)
Stage 1 Stage 2 Stage 3
Due from banks 12-month Lifetime Lifetime Total
AED (in million)

Investment-grade 4,903 39 - 4,942
BB+ & below 11,952 1,521 - 13,473
Unrated 10,282 1,518 81 11,881
27,137 3,078 81 30,296
Loss allowance (96) (22) (60) (178)
27,041 3,056 21 30,118

31 December 2020 (audited)
Stage 1 Stage 2 Stage 3
Due from banks 12-month Lifetime Lifetime Total
AED (in million)

Investment-grade 7,218 118 - 7,336
BB+ & below 5,599 2,926 - 8,525
Unrated 9,978 2,481 85 12,544
22,795 5,525 &5 28,405
Loss allowance (69) 40 (55) (165)
22,726 5,484 30 28,240

Exposures totaling to AED 3 billion with ECL of AED 21 million were transferred from stage
1 to 2 and AED 1 billion with ECL of AED 14 million were transferred from stage 2 to 1
during the nine month period ended 30 September 2021. There were no other transfers
between stages during the period ended 30 September 2021,

30 September 2021 {(un-audited)
Stage 1 Stage 2 Stage 3

Other financial assets measured
at amortised cost and FVOCI  12-month Lifetime Lifetime Total
(debt securities)

AED (in million)

Investment-grade 14,247 - - 14,247
BB+ & below 3,083 - - 3,983
Unrated 3,704 - 2 3,706
21,934 - 2 21,936
Loss allowance (35) - (2) 37
21,899 - - 21,899
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4 Risk management (continued)
4.1 Credit risk (continued)

(ili)  The credit risk exposures relating to on-balance sheet items (excluding loans and
advances and Islamic financing and investment products ) are as follows:

31 December 2020 (audited)
Stage 1 Stage 2 Stage 3

Other financial assets measured
at amortised cost and FVOCI 12-month Lifetime Lifetime Total
(debt securities)

AED (in million)
Investment-grade 13,751 - - 13,751
BB+ & below 3,376 - - 3,376
Unrated 366 - 2 368
17,493 - 2 17,495
Loss allowance 21) - (2) (23)
17,472 - - 17,472

There were no transfers between stages during the period ended 30 September 2021.

30 September 2021 (un-audited)

Stage 1 Stage 2 Stage 3
Other assets 12-month Lifetime Lifetime Total
AED (in million)
Other assets - 747 432 1,179
Loss allowance - (23) {414) {437)
Carrying amount - 724 18 742

31 December 2020 (audited)

Stage 1 Stage 2 Stage 3
Other assets 12-month Lifetime Lifetime Total
AED (in million)
Other assels - 586 428 1,014
Loss allowance - (18) (413) (431)
Carrying amount - 568 15 583

There were no transfers between stages during the period ended 30 September 2021.
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period from 1 January 2021 to 30 September 2021 (continued)

4 Risk management (continued)

4.1  Credit risk (continued)

(iii)  The credit risk exposures relating to on-balance sheet items (excluding loans and
advances and Islamic financing and investment products) are as follows:

30 September 2021 (un-audited)
Stage 1 Stage 2 Stage 3
12-month Lifetime Lifetime Total
AED (in million)

Acceptances 13,364 193 - 13,357
Loss allowance (25) (2) - 27

31 December 2020 (audited)

Stage 1 Stage 2 Stage 3
12-month Lifetime Lifetime Total
AED (in million)
Acceptances 12,681 87 - 12,768
Loss allowance (25) (1 - (26)

Exposures totaling to AED 198 million were transferred from stage 1 to 2 during the nine
month period ended 30 September 2021. There were no other transfers between stages during
the period ended 30 September 2021.
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4 Risk management (continued)

4.1 Credit risk (continued)

(iv)  The following tables explains the changes in the balances for off-balance sheet items
(LC, LGs and commitments):

30 September 2021 (un-audited)

Stage 1 Stage 2 Stage 3
12-month Lifetime Lifetime Total
AED (in million)
As at 1 January 49,114 4,258 2,381 55,753
Transfers
Transfer from Stage 1 to Stage 2 (3,530) 3,530 - -
Transfer from Stage 2 to Stage 3 - (21) 21 -
Transfer from Stage 2 to Stage | 190 (190) - -
Originated during the period 17,054 - - 17,054
Repayments and other
movements (14,159) (2,067) (1,138) (17,364)
As at 30 September 48,669 5,510 1,264 55,443
31 December 2020 (audited)
Stage 1 Stage 2 Stage 3
12-month Lifetime Lifetime Total
AED (in million)
As at 1 January 55,481 3,250 - 58,731
Transfers
Transfer from Stage 1 to Stage 2 (2,124) 2,124 “ -
Transfer from Stage | to Stage 3 (2,334) - 2,334 -
Transfer from Stage 2 to Stage 3 - (235) 235 -
Transfer from Stage 3 to Stage 2 - 1 (1) -
Transfer from Stage 2 to Stage | 179 (179) - -
Originated during the period 17,718 - - 17,718
Repayments and other
movements {19,806) (703) (187) (20,696)

As at 31 December 49,114 4,258 2,381 55,753
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Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

4 Risk management (continued)

4.1  Credit risk (continued)

(v) The following tables explain the changes in the loss allowance for off-balance sheet
items (L.C, LGs, commitments and acceptances):

30 September 2021 {(un-audited)

Stage 1 Stage 2 Stage 3
12-month Lifetime Lifetime
ECL ECL ECL Total ECL
AED (in million)
As at 1 January 93 52 325 470
Transfers
Transfer from Stage 1 to Stage 2 {14) 14 - -
Transfer from Stage 2 to Stage | 3 3) - -
Originated during the period 49 - - 49
Changes in PDs/LGDs/EADs (60) (18) 87 9
As at 30 September 71 45 412 528
31 December 2020 (audited)
Stage 1 Stage 2 Stage 3
12-month Lifetime Lifetime
ECL ECL ECL Total ECL
AED (in million)

As at 1 January 99 60 - 159
Transfers
Transfer from Stage 1 to Stage 2 (6) 6 - -
Transfer from Stage 1 to Stage 3 (98) - 98 -
Transfer from Stage 2 to Stage 3 - (7) 7 -
Transfer from Stage 3 to Stage 2 - I (1) -
Transfer from Stage 2 to Stage 1 2 (2) - -
Originated during the period 156 - - 156
Changes in PDs/LGDs/EADs (60) {(6) 221 155
As at 31 December 93 52 325 470
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4 Risk management (continued)

4.2  Risk management in the current economic scenario

Economic fallout from COVID-19 crisis has now mostly been contained through the advent
of global vaccination drives along with targeted economic measures. With infection and
death rates now coming under control, lockdown and other restrictions have been eased,
which has in turn led to a return of normalcy and a pick-up in economic activity. As at 30
September 2021, the Group has utilized AED 260 million of Zero Coupon Facility (“ZCF”),
under the CBUAE Targeted Economic Support Scheme (“TESS™) that was launched in April
2020 as a countermeasure to COVID-19. The ZCF is collateralized by certain financial
assets measured at amortized cost and financial assets measured at fair value as disclosed in
note 6{e). This facility is due for repayment on/before 30 June 2022,

While the Group continues to closely monitor the situation and work closely with clients to
work through any residual elements of COVID-19 related stresses, it is management’s view
that economic risks associated with the pandemic are moderating. A majority of the
wholesale and retail banking customers who had previously availed deferral schemes from
the bank have now resumed repayment. The proportion of customers utilizing the deferral
schemes have declined over the past nine months.

The Group also continues to manage specific credit concerns resulting from the crisis,
particularly for clients within directly impacted sectors, such as aviation, hospitality, travel &
tourism, and retail sectors. Overall, the Group continues to apply sound judgment in
managing any residual COVID-19 impact on its clients’ cash flows and credit worthiness.

COVID-19 impact on measurement of ECL

The Group has robust governance in place to ensure appropriateness of the IFRS 9
framework and resultant Expected Credit Loss (“ECL”) estimates at all times. Specifically,
all aspects of the IFRS 9 framework are overseen by an executive IFRS 9 Forum (“the
forum™). The forum is chaired by the Group Chief Risk Officer with participation from the
Chief Financial Officer, Chief Credit Officer and heads of business divisions as members.
The Group, through the forum, reviews the appropriateness of inputs and methodology for
IFRS 9 ECL on an ongoing basis.

In recognition of significant economic uncertainty due to the COVID-19 crisis and the
associated challenges in applying IFRS 9 principles and requirements under these
circumstances, CBUAE, Dubai Financial Services Authority (“DFSA™) and the Financial
Services Regulatory Authority (the “FSRA™) jointly issued a guidance note to Banks and
Finance companies (“Joint Guidance”) in UAE on 15 April 2020 relating to estimation of
IFRS 9 ECL provisions in context of the COVID-19 crisis. In addition, an addendum to the
Joint Guidance was issued on 27 October 2020. The Group has taken into consideration
provisions of the Joint Guidance and the addendum in all areas of the IFRS 9 framework and
in estimating ECL for the period ended 30 September 2021.

In addition, the Group continues to review the appropriateness of ECL provisions in light of
changes in macroeconomic environment, risk profile as well as any actual and expected
increase in credit risk.
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4 Risk management (continued)

4,2 Risk management in the current economic scenario (continued)
The outcome of the review is as follows:

i, Classification of the clients benefitting from payment deferrals into two groups; (a)
Group 1: clients those are temporarily and mildly impacted; and (b) Group 2: clients
that are significantly impacted and potential stage migrations; and

il. Revision to IFRS 9 model inputs pertaining to macroeconomic forecasts.

Grouping of clients have been carried out based on an assessment of Significant Increase in
Credit Risk (“SICR™) for clients benefiting from payment deferrals. The Group has applied
knowledge of its clients and judgement in assessing SICR and whether the impact of COVID-
19 is temporary or longer term. Specifically, clients that are expected to face liquidity
constraints without substantial changes in their creditworthiness have been classified in
Group 1. For these clients, the Group holds the view that, despite being subject to payment
deferrals, there is insufficient deterioration in credit quality to trigger a stage migration. On
the other hand, clients that are expected to face substantial changes in their creditworthiness
beyond liquidity issues have been classified as Group 2. Ultimately grouping of borrowers
assists in determining whether a stage migration is warranted. As at 30 September 2021, the
proportion of clients benefitting from deferrals along with their exposures and ECL is as
follows:

Group 1 Group 2
Cotal gross Gross Gross
carrying carrying carrying
Sector amount amount ECL amount ECL
AED (in million)
Manufacturing 12,042 69 4 - -
Construction 9,598 620 1 37 0
Trade 15,337 1,550 30 50 I
Transport and
communication 3,666 294 16 - -
Services 8,578 1,915 11 55 5
Financial institutions 3,943 84 - - -
Personal* 11,898 1,543 42 501 75
Residential mortgage* 7,657 1,543 1 402 6
Government and related
enterprises 12,259 106 - - -
84,978 7,724 105 1,045 87

*The above categories of "Personal” and "Residential Mortgage" mainly comprises of Retail
portfolio of the Bank.
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4 Risk management (continued)

4.2 Risk management in the current economic scenario (continued)
COVID-19 impact on measurement of ECL (continued)

The Bank has deferred payments for customers in line with the economic relief programs
announced in the countries, where the Bank operates. Due to the payment deferrals, the
contractual cashflows from these credit exposures (totaling to AED 2.6 billion) have been
modified and in accordance with IFRS 9 requirements the Group has recognized a
modification loss of AED 41 million, which is included as part of the ECL disclosed in note
4.1.

Reasonableness of ECL estimates under COVID-19 crisis

The Group performs historical analysis to determine key economic variables that impact
credit risk across different portfolios. Macroeconomic forecasts for these economic variables
are used to estimate risk parameters (PD and L.GD) on a forward-looking basis for all
borrowers and instruments that are in scope of IFRS 9 ECL framework. In accordance with
IFRS 9 requirements, the Group estimates these risk parameters under optimistic, base and
pessimistic scenarios with representative weights used to measure ECL. In accordance with
provisions of the Joint Guidance, the Group had estimated the ECL for the year ended 31
December 2020 under updated macroeconomic forecasts' that incorporate the impact of
COVID-19 and normalized scenario probability? across base, optimistic and pessimistic
scenarios and the increase in probability for the pessimistic scenario utilized during the nine
months period ended 30 September 2020 was discontinued. The normalized scenario
probability continues to be used for the period ended 30 September 2021. The models have
been refreshed with latest macro-economic data for the period ended 30 September 2021.

From a sensitivity analysis point of view, if the pessimistic scenario was changed by +10% / -
10%, ECL would change by +/- AED 45 million.

The Group had previously maintained a Credit Judgmental Overlay (“JO”) of AED 175
million to reflect potential increase in credit risk emanating from impact of COVID 19 in the
credit environment. The Group is of the view that risks associated with the pandemic have
now mostly crystalized and are reflected in the business performance. Accordingly, the JO
has been discontinued as of 30 September 2021. Even though the JO has been discontinued,
the Group continues to closely monitor the impact of COVID-19 crisis on credit portfolios
and overall levels of credit risk. Most corporate borrowers within vulnerable sectors have
been internally re-rated in 2021 using their most up to date financial position. Accordingly,
any deterioration in credit quality since the onset of the pandemic is now reflected in the ECL

estimation.

! The Bank utilizes ‘UAE Total Debt/GDP’, ‘UAE Broad Money’, ‘UAE Budget expenditure as a % of GDP’,
‘Qil Price’, ‘World Industrial Production Growth’ and ‘World GDP growth® as leading macroeconomic
variables, amongst others, within the Bank’s IFRS 9 model. Values for these have changed by -+109%, +4%,
+5.9%, -27%, -17.5% and -67.8% respectively under the adverse scenario for year 1 relative to previous
projections.
? Normalized scenario probability is based on 60% Base, 20% Optimistic and 20% Pessimistic scenario
probability.
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4 Risk management (continued)

4.2 Risk management in the current economic scenario (continued)

Liquidity management

Global stress in the markets brought on by the COVID-19 crisis continues to be felt by the
UAE banks. The gradual recovery in the oil prices along with renewed access to the
international capital markets by GCC sovereigns and financial institutions however, have
eased some of the concerns regarding GCC Governments’ finances and banking sector’s
liquidity. In this environment, Mashreqbank has taken measures to manage its liquidity
carefully. The Bank’s ALCO has been meeting regularly with primary focus on monitoring
cash flows and forecasts, across all jurisdictions in which the Bank operates. The Bank has
strengthened its liquidity buffer significantly through raising deposits.

The CBUAE has adopted a proactive approach in order to ensure flow of credit to the
economy, especially to sectors severely impacted by the COVID-19 crisis. The CBUAE
announced a comprehensive Targeted Economic Support Scheme (“TESS”) effective from 15
March 2020, allowing UAE Banks to access zero cost funding and pass on the benefit to their
clients through Principal and Interest deferrals. CBUAE also reduced Reserve Requirement
against CASA balances, providing an immediate boost to UAE Banks’ liquidity.

In order to allow Banks to deploy the liquidity thus released, the liquidity ratios® (LCR and
ELAR) minimum threshold was reduced by 30%. The combination of above measures by the
CBUAE along with prudent liquidity management by the Bank, has helped to ensure that the
Bank is able to meet its clients’ banking services requirements effectively and without

disruption.
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4 Risk management (continued)

4.2  Risk management in the current economic scenario {(continued)
Cybersecurity

The Bank maintains a strong security protocols with enhanced cyber monitoring for external
cyber threats. Further, the Bank has also ensured that its network security including Domain
Name System (“DNS”) are resilient to withstand Distributed Denial of Service (“DDOS™)
and other cyber-attacks.

COVID-19 impact on insurance subsidiary of the Group

The Bank’s insurance subsidiary ("subsidiary™) assessed the impact of COVID-19 on
business continuity, claims and reserving, control environment, credit risk, fair value of
investment properties, impairment of financial investments measured at amortised cost,
liquidity and solvency.

The subsidiary has enabled remote connectivity for 95% of its employees as part of its
business continuity management initiative to ensure that there is no interruption to client
servicing and operations. Currently, the subsidiary is working from the office at 80%
capacity. This has resulted in the subsidiary delivering service level commitments to its
customers across multiple lines of business.

The subsidiary mainly noticed an increase in health care claims and developments in existing
Business Interruption claims due to COVID-19. The subsidiary is monitoring the loss
experience and has appropriately calculated its technical reserves as at 30 September 2021.
The net impact on life insurance was minimal.

Since 2019, the subsidiary has developed a robust risk appetite framework and capital
thresholds based on the pandemic risk and other risk stress scenarios. The subsidiary updated
the stress scenarios for the nine month period ended 30 September 2021. Having considered
the impact of COVID-19, the subsidiary conducts more regular reviews on its reinsurers in
relation to the counterparty credit ratings, financial metrics, credit outlook and changes to
their structures, if any. Also, the subsidiary has updated its reinsurer security list in order to
address the impact of COVID-19. The current security list has more than 90% of “A” and
above rated reinsurance securities.

In parallel, the subsidiary continues to have a robust collection and credit control process.
Further enhancements and developments to strengthen the processes and credit controls have
resulted in an efficient receivable management. Hence, despite the uncertain economic
conditions, the subsidiary continued to have robust collections during the nine month period
ended 30 September 2021. The measures taken have contributed to controlled and healthy
receivable book during the nine month period ended 30 September 2021.

Similarly, the subsidiary’s investment portfolio measured at amortised cost has been assessed
using a robust ECL model with updated inputs as of the reporting date and based on the
results, the subsidiary had taken adequate provisions for impairment losses.
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4 Risk management (continued)

4,2  Risk management in the current economic scenario (continued)

COVID-19 impact on insurance subsidiary of the Group (continued)

The subsidiary performed a detailed valuation for its investment properties as of 31 December
2020 by appointing internationally qualified valuation firms who apply RICS Valuation
Global Standards in compliance with the UAE Financial Regulations for Insurance
Companies issued by the CBUAE (formerly, the IA). The subsidiary also assessed the
unquoted equity investments portfolio against the latest available inputs. Accordingly, the
subsidiary believes the fair values reported for both unquoted equity investments and
investment properties reflect the current market conditions as of 30 September 2021.

The liquidity position of the subsidiary remains strong. Furthermore, the subsidiary has
carried out stress testing to assess the resilience of its solvency compliance, which also
remains strong after considering the impact of the shocks. As the situation continues to
develop, the subsidiary will continue to monitor the situation closely and take the necessary

actions.

4.3 Compliance risk
Contingent liabilities

In 2015, the Bank became aware that certain US dollar payment processing activities
involving Sudan may have potentially breached US sanction laws in effect at the time. The
Bank has been proactively cooperating with the UAE and the US regulators in this regard and
has appointed external legal advisors to assist in the review of these transactions, which
occurred prior to March 2009, including compliance with US sanction laws as well as its own
compliance processes. In 2018, the Bank formally submitted the findings of the review to the
regulators in both the UAE and the US. The US regulators have reviewed the Bank's
submission and discussions have been ongoing with the US regulators. Certain US regulators
have concluded their reviews without levying any penalties and the bank is currently in
negotiation in this respect with other US regulators. The Bank believes that given the
sensitivity of this matter the foregoing disclosure adequately describes the current status of
the negotiations with the concerned regulators.

The Group, on a continuous basis, identifies and assesses such risks and recognizes
provisions, in consultation with its legal counsel, in accordance with the accounting policy
for provisions as disclosed in the annual consolidated financial statements for the year ended
31 December 2020.
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5 Critical accounting judgements and key sources of estimation of
uncertainty

The preparation of condensed consolidated interim financial information requires management
to make judgments, estimates and assumptions that affect the application of accounting policies
and the reported amounts of assets and liabilities, income and expense. Actual results may differ
from these estimates.

In preparing this condensed consolidated interim financial information, the significant
judgments made by management in applying the Group’s accounting policies and the key
sources of estimation uncertainty were the same as those that applied to the consolidated
financial statements for the year ended 31 December 2020.
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6  Other financial assets

(a) The analysis of the Group’s other financial assets is as follows:

Other financial assets measured at fair value

(i) Other financial assets measured at fair value

through profit and loss (FVTPL)

DeDt securities

Equities

Quoted

Unquoted

Mutual and other funds

(i)  Other financial assets measured at fair value

through other comprehensive income (FVTOCI)

Debt securities

Equities
Quoted
Unquoted

Mutual and other funds

Total other financial assets measured at fair value

(A)

(iii)  Other financial assets measured at amortised cost

Debt securities
Less: Allowance for impairment

Total other financial assets measured at amortised

cost (B)
Total other financial assets [(A) +(B)]

30 September

31 December

2021 2020
(un-audited) (audited)
AED’000 AED’000
1,525,724 815,671
33,294 6,719
1,113 1,112
595,751 629,865
2,155,882 1,453,367
11,557,712 6,470,966
561,265 459,821
51,986 54,949
18,780 -
12,189,743 6,985,736
14,345,625 8.439,103
10,368,869 11,021,883
(27,144) (21,229)
10,341,725 11,000,654
24,687,350 19,439,757
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6  Other financial assets (continued)

(b) The geographical analysis of other financial assets is as follows:
30 September 31 December

2021 2020

(un-audited) (audited)

AED’000 AED’000

Balances within the U.A.E. 8,743,511 4,687,824
Balances outside the U. A E. 15,970,983 14,773,162
24,714,494 19,460,986

Less: Allowance for impairment (27,144) (21,229)
24,687,350 19,439,757

(c) During the period from 1 January 2021 to 30 September 2021, dividends received
from financial assets measured at FVTOCI amounting to AED 18 million (period
ended 30 September 2020: AED 23 million) were recognised as net investment
income in the condensed consolidated statement of profit or loss.

(d) At 30 September 2021, certain financial assets measured at amortised cost, financial
assets measured at fair value included debt securities with an aggregate carrying value
of AED 2,351 million (fair value of AED 2,412 million) [31 December 2020:
carrying value of AED 1,112 million (fair value of AED 1,146 million)] which were
collateralised as at that date against repurchase agreements with banks (“Repo”) of
AED 1,848 million (31 December 2020: AED 708 million).

fe) At 30 September 2021, certain financial assets measured at amortised cost and
financial assets measured at fair value included debt securities with an aggregate
carrying value of AED 370 million (marginal value of AED 260 million) [31
December 2020: carrying value of AED 688 million (marginal value of AED 576
million)] which were collateralised as at that date against repurchase agreements with
Central Bank of UAE (“Repo™) of AED 260 million (31 December 2020: AED 753
million).

() During the period, the Group has reviewed its portfolio and sold certain other
financial assets measured at amortised cost, resulting in a gain of AED 50 million
{period ended 30 September 2020: gain of AED 60 million) on the sale.
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7 Loans and advances measured at amortised cost

(a) The analysis of the Group’s loans and advances measured at amortised cost is as follows:

30 September 31 December
2021 2020
(un-audited) (audited)
AED’000 AED’000
Loans 59,675,587 54,811,763
Overdrafts 6,436,257 5,331,364
Credit cards 1,887,047 1,784,967
Others 806,372 761,943
68,805,263 62,690,037
Less: Allowance for impairment (6,009,120) (5,403,626)
62,796,143 57,286,411
(&) The analysis of loans and advances measured at amortised cost by industry sector is as
follows:
30 September 31 December
2021 2020
(un-audited) (audited)
AED’000 AED’000
Manufacturing 10,883,785 6,193,245
Construction 6,836,565 5,409,471
Trade 14,284,747 13,073,340
Transport and communication 3,353,108 2,857,810
Services 5,789,984 5,916,728
Financial institutions 2,399,727 1,221,367
Personal 7,997,455 7,697,088
Residential mortgage 6,492,549 5,538,042
Government and related enterprises 10,767,343 11,782,946
68,805,263 62,690,037
Less: Allowance for impairment (6,009,120) (5,403,626)
62,796,143 57,286,411
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7 Loans and advances measured at amortised cost (continued)

(c) The analysis of allowance for impairment on loans and advances measured at
amortised cost by industry sector is as follows:

30 September 31 December

2021 2020
(un-audited) (audited)
AED’000 AED’000
Manufacturing 452,890 341,500
Construction 958,514 452,769
Trade 636,119 646,108
Transport and communication 533,073 136,437
Services 1,277,638 655,002
Financial institutions 15,561 68,996
Personal 1,999,605 1,446,062
Residential mortgage 115,027 140,016
Government and related enterprises 20,693 1,516,736
6,009,120 5,403,626
(d) The movements in the allowance for impairment and suspended interest on loans and

advances measured at amortised cost are as follows:

30 September 31 December

2021 2020
(an-audited) (audited)

AED’000 AED’000

Balance at the beginning of the period / year 5,403,626 3,844,371
Impairment allowance for the period / year 1,456,298 2,393,760
Interest in suspense 132,602 292,394
Exchange rate and other adjustments ' 31,587 9,329
Written off during the period / year (1,014,993) (1,136,228)
Balance at the end of the period / year 6,009,120 5,403,626

(e) The allowance for impairment includes a specific provision of AED 3,494 million for
stage 3 loans of the Group as at 30 September 2021 (31 December 2020: AED 2,572

million).

h At 30 September 2021, certain loans and advances measured at amortised cost with an
aggregate carrying value of AED 1,332 million (fair value of AED 1,027 million) [31
December 2020: carrying value of AED 1,435 million (fair value of AED 1,134
million)] were collateralised as at that date against repurchase agreements with banks
(“Repo”) of AED 486 million (31 December 2020: AED 550 million).
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8 Islamic financing and investment products measured at amortised cost

(a) The analysis of the Group’s Islamic financing and investment products measured at
amortised cost is as follows:

30 September 31 December

2021 2020
(un-audited) (audited)
AED’000 AED’000
Financing
Murabaha 10,571,969 8,788,168
ljara 5,127,500 6,087,374
15,699,469 14,875,542
Investment
Wakala 472,772 426,010
472,772 426,010
Total 16,172,241 15,301,552
Less: Unearned income (1,374,125) (647,879)
Allowance for impairment (611,984) (407,330)
14,186,132 14,246,343

(b) The analysis of Islamic financing and investment products measured at amortised cost
by industry sector is as follows:

30 September 31 December

2021 2020
(un-audited) (audited)
AED’000 AED’000
Manufacturing 1,157,995 1,025,362
Construction 2,761,604 3,531,481
Trade 1,051,798 1,365,946
Transport and communication 313,129 388,312
Services 2,788,029 3,093,488
Financial institutions 1,543,745 1,052,322
Personal 3,900,590 2,023,739
Residential mortgage 1,164,766 1,155,660
Government and related enterprises 1,490,585 1,665,242
Total 16,172,241 15,301,552
Less: Unearned income (1,374,125) (647,879)
Allowance for impairment (611,984) (407,330)
14,186,132 14,246,343
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Mashreqbank PSC Group

Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

8 Islamic financing and investment products measured at amortised cost
(continued)

c) The analysis of allowance for impairment on Islamic financing and investment products
measured at amortised cost by industry sector is as follows:

30 September 31 December

2021 2020
(un-audited) (audited)
AED’000 AED’000
Manufacturing 6,605 9,452
Construction 372,669 243,891
Trade 108,623 55,767
Transport and communication 12,810 12,906
Services 16,070 22,678
Financial institutions 3,373 3,931
Personal 9,938 8.571
Residential mortgage 37,282 45,782
Government and related enterprises 44,614 4,352
611,984 407,330

(d) The movement in the allowance for impairment of Islamic financing and investment
products measured at amortised cost are as follows:

30 September 31 December

2021 2020
(un-audited) (audited)
AED’000 AED’000
Balance at the beginning of the period / year 407,330 128,590
Impairment allowance for the period / year 193,404 310,864
Profit in suspense 11,481 29,477
Written off during the period / year (231) (61,601)
Balance at the end of the period / year 611,984 407,330
(e) The allowance for impairment includes a specific provision of AED 555 million for

stage 3 Islamic financing and investment exposure of the Group as at 30 September
2021 (31 December 2020: AED 337 million).

4] At 30 September 2021, certain Islamic financing and investment products measured at
amortised cost included with an aggregate carrying value of nil (fair value of AED
nil} [31 December 2020: carrying value of AED 471 million (fair value of AED 455
million)] which were collateralised as at that date against repurchase agreements with
banks (“Repo”) of nil (31 December 2020: AED 222 million).
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Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

9 Investment properties
30 September 31 December
2021 2020
(un-audited) (audited)
AED ’000 AED 000
At fair value
Balance at beginning of the period / year 449,715 473,591
Change in fair value during the period - (23.876)
Balance at the end of the period / year 449,715 449,715

All of the Group’s investment properties are freehold properties and located in the U.A.E.

The fair value of investment properties as at 31 December 2020 has been arrived at on the
basis of valuations carried out by third party valuers and also are in accordance with the
Royal Institute of Chartered Surveyor (RICS) Valuation Standards. The valuers performing
the valuation have necessary qualifications, skills, understanding and knowledge to undertake
the valuation competently and possess recent market experience in the valuation of properties
in the United Arab Emirates. The valuers are not related to the Group. The investment
properties are classified within level 2 and level 3 in the fair value hierarchy based on their
valuation techniques. Management has assessed the fair value of investment properties and the
carrying value approximates the fair value as at 30 September 2021.
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Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

10 Property and equipment

During the period, the Group purchased AED 80 million (period ended 30 September 2020:
AED 283 million) of various types of property and equipment and disposed of property and
equipment with a AED 6 million net book value (period ended 30 September 2020: AED 10

million).

11 Deposits and balances due to banks
The analysis of deposits and balances due to banks is as follows:

30 September

31 December

2021 2020
(un-audited) (audited)
AED 000 AED 000
Time 13,683,197 10,117,449
Demand 3,033,055 2,079,656
Overnight 2,867,442 2,647,275
19,583,694 14,844,380
12 Customers' deposits
The analysis of customers’ deposits is as follows:
30 September 31 December
2021 2020
(un-audited) (audited)
AED’000 AED’000
Current and other accounts 46,075,515 39,907,698
Saving accounts 5,708,312 4,271,221
Time deposits 29,045,117 32,197,054
80,828,944 76,375,973
13  Islamic customers’ deposits
The analysis of Islamic customers’ deposits is as follows:
30 September 31 December
2021 2020
(un-audited) (audited)
AED000 AED’000
Current and other accounts 3,607,560 2,649,864
Saving accounts 180,420 153,396
Time deposits 10,161,662 9,081,306
13,949,642 11,884,566
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Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

14 Medium-term loans

30 September 31 December

2021 2020
(un-audited) (audited)
AED 000 AED *000
Medium term notes 7,424,268 9,616,042

The maturities of the medium-term notes (MTNs) issued under the programme are as follows:

31 December

30 September 2020
(un-audited) (audited)

AED’000 AED’000

Year
2021 87,617 2,225,351
2022 2,103,192 2,126,261
2023 391,970 402,886
2024 3,985,830 3,994,994
2025 815,268 826,462
2029 40,391 40,088
7,424,268 9,616,042

The Group established a Euro Medium Term Note (EMTN) progranime for USD 5 billion
(AED 18.37 billion) under an agreement dated 15 March 2010.

During the nine month period ended 30 September 2021, medium-term notes of AED 2 billion
were redeemed.

15  Issued and paid up capital

As at 30 September 2021, 177,530,823 ordinary shares of AED 10 each (31 December 2020:
177,530,823 ordinary shares of AED 10 each) were fully issued and paid up.

At the Annual General Meeting of the shareholders held on 19 April 2021, the shareholders
approved a cash dividend of nil for the year ended 31 December 2020 (31 December 2019:
cash dividend of 40%) of the issued and paid up capital amounting to nil (31 December 2019:
AED 710 million).
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Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

16  Non-controlling interests

30 September 31 December

2021 2020

(un-audited) (audited)

AED’000 AED’000

Balance at the beginning of the period / year 757,680 710,348

NCI share of profit for the period / year 54,441 72,575
NCI share of other comprehensive income/(loss) for the

period / year 10,407 (7,471)

Dividends paid (32,825) -

Other transaction with NCI (13,742) (17,772)

Balance at the end of the period / year 775,961 757,680

17  General and administrative expenses

General and administrative expenses include senior management remuneration and director fees
of AED 31 million for the nine month period ended 30 September 2021 (nine month period
ended 30 September 2020 : AED 28 million).

18  Earnings per share

The basic earnings per share is calculated by dividing the net profit attributable to owners of the
Parent by the weighted average number of ordinary shares in issue during the period.

For the nine month
period ended
30 September 30 September

2021 2020
(un-audited) (un-audited)
Profit for the period (AED’000) (Attributed to owners of
the Parent) 265,071 352,024
Weighted average number of shares in issue 177,530,823 177,530,823
Basic earnings per share (AED) 1.49 1.98

There were no potentially dilutive shares as of 30 September 2021 and 30 September 2020.
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Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

19  Cash and cash equivalents

Cash and cash equivalents consist of cash on hand, current accounts and other balances with
central banks, certificates of deposits, balances with banks and money market placements which

are maturing within three months from the date of the deposit or placement, as below.

30 September 31 December 30 September
2021 2020 2020
(un-audited) (audited) (un-audited)
AED’000 AED’000 AED’000
Cash on hand 885,582 996,803 946,549
Current accounts and other balances with
central banks 8,342,986 8,124,832 14,088,696
Certificates of deposit maturing within 3
months 50,000 - -
Deposits and balances due from banks
maturing within 3 months 9,853,757 11,718,981 9,366,935
19,132,325 20,840,616 24,402,180
20  Contingent liabilities and commitments
The analysis of the Group’s contingent liabilities 1s as follows:
30 September 31 December
2021 2020
(un-audited) (audited)
AED’000 AED’000
Guarantees 33,058,311 40,270,247
Letters of credit 13,993,435 8,235,601
Irrevocable undrawn credit facilities commitments 8,391,926 6,247,670
55,443,672 55,753,518
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Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

21 Derivative financial instruments

30 September 2021 (un-audited)

Positive Negative Notional
fair value fair value Amount
AED’000 AED’000 AED’000
Held for trading:
Forward foreign exchange contracts 232,219 203,864 63,662,113
Foreign exchange options (bought) 890 11 859,131
Foreign exchange options (sold) - 888 780,610
Interest rate swaps 641,403 644,474 37,845,765
Credit default swaps 185 213 55,095
Futures contracts purchased (Customer) 2,955 22,085 1,164,368
Futures contracts sold (Customer) 143 719 61,653
Futures contracts soid (Bank) 22,180 2,955 1,177,930
Futures contracts purchased (Bank) 718 221 63,180
900,693 875,430 105,669,845
Held as fair value/cash flow hedges:
Cross currency swaps 81,874 36,336 1,979,361
982,567 911,766 107,649,206
30 September 2021 (un-audited)
Level 1 Level 2 Level 3 Total
AED’000 AED’000 AED’000 AED’000
Other assets
Positive fair value of derivatives - 982,567 - 982,567

Other liabilities
Negative fair value of derivatives - 911,766 - 911,766
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Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

21  Derivative financial instruments (continued)

31 December 2020 (audited)

Positive fair Negative fair Notional
value value amount
AED’000 AED’000 AED’000
Held for trading:
Forward foreign exchange contract 627,625 472,924 75,256,538
Foreign exchange options (bought) - 84 8,520
Foreign exchange options (sold) 84 - 8,520
Interest rate swaps 775,662 714,128 34,160,162
Credit default swaps - 240 55,095
Futures contracts purchased (Customer) 538 - 67,125
Futures contracts sold (Customer) - 2,710 372,404
Futures contracts purchased (Bank) 2,710 6 380,692
Futures contracts sold (Bank) 35 538 154,865
1,406,654 1,250,630 110,463,921
Held as fair value/ cash flow hedges:
Cross currency swaps 105,759 42,154 2,123,671
1,512,413 1,292,784 112,587,592
31 December 2020 (audited)
Level 1 Level 2 Level 3 Total
AED’000 AED’000 AED’000 AED000
Other assets
Positive fair value of derivatives - 1,512,413 - 1,512,413
Other liabilities
Negative fair value of derivatives - 1,292,784 - 1,292,784

Derivatives with positive fair value and negative fair value are included in other assets balance

and other liabilities balance respectively.

There were no transfers between Level 1 and 2 during the period.

22 Seasonality of results

No income of a seasonal nature was recorded in the condensed consolidated interim
financial information for the nine month period ended 30 September 2021 and 2020

respectively.
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MNotes to the condensed consolidated interim financial information for the

period from 1 January 2021 to 30 September 2021 (continued)

23  Related party transactions

(a) Certain related parties (such as, directors, key management personnel and major
shareholders of the Group and companies of which they are principal owners) are
customers of the Group in the ordinary course of business. Transactions with such
related parties are made on substantially the same terms, including interest rates and
collateral, as those prevailing at the same time for comparable transactions with
external customers and parties. Such related party transactions are disclosed below.

(b) Related party balances included in the condensed consolidated statement of financial

position are as follows:

30 September
2021
AED’000
(un-audited)
Balances with major shareholders

Loans and advances 3,000,165
Deposits/ financial instruments under lien 1,008,983
Letter of credit and guarantees 1,808,058
Balances with directors and key management
personnel
Loans and advances 97,913
Deposits/ financial instruments under lien 200,266
Letter of credit and guarantees 226
(c) Profit for the period includes related party transactions as follows:
30 September
2021
AED’000

(un-audited)
Transactions with major shareholders

Interest income 60,917
Interest expense 621
Other income, net 27,328

Transactions with directors and key management

personnel

Interest income 1,516
Interest expense 57
Other income, net 211

31 December
2020
AED’000
(audited)

3,575,543
979,128
1,362,098

72,488
189,520
82,332

30 September

2020
AED’000
(un-audited)

109,711
1,418
42,817

2,513
463
456
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Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

24  Segmental information

IFRS 8 — Operating Segments — requires operating segments to be identified on the basis of
internal reports about components of the Group that are regularly reviewed by the chief
operating decision maker in order to allocate resources to the segments and to assess their
performance.

Reportable segments

Operating segments are identified on the basis of internal reports about the components of the
Group that are regularly reviewed by the Group’s CEQO (the Group’s chief operating decision
maker) in order to allocate resources to the segment and to assess its performance. Information
reported to the Group’s CEO for the purpose of resource allocation and assessment of
performance is based on following strategic business units offering products and services to
different markets.

The Group’s reportable segments under IFRS 8 are therefore as follows:

1. Corporate and Investment Banking segment comprises of domestic corporate and
commercial banking. It also includes global Financial Institution business. It offers
complete suite of corporate banking products such as Trade finance, contracting
finance, project finance, investment banking, cash management, correspondent
banking, etc.

2. The Retail segment includes products and services offered to individuals or small
businesses within U.A.E, Qatar and Egypt. The product offerings to customers include,
current accounts, savings accounts, fixed deposits, investment products, “Mashreq
Millionaire” deposits, personal loans, mortgage loans, business loans, credit cards with
unique loyalty programs, bank assurance, overdraft, priority banking, SME, private
banking, wealth management services and Islamic financing.

The Treasury & Capital Markets segment consists of customer flow business and
proprietary business and funding centre management. Customer flow business includes
transactions for foreign exchange, derivatives, margin FX, futures, hedging, investment
products, domestic equities (brokerage) and asset management undertaken on behalf of
customers. The proprietary business includes trading and investing activity undertaken
on behalf of the Group.

(']

4. The International Banking segment consists of Corporate business for the Group’s
overseas banking branches. Product range covers complete suite similar to domestic
corporate.
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Notes to the condensed consolidated interim finanecial information for the
period from 1 January 2021 to 30 September 2021 (continued)

24  Segmental information (continued)

Reportable segments (continued)

5. The Insurance subsidiary, Oman Insurance Company (PSC) Group — comprises the
Insurance segment. The product offerings to customers include life, health, motor,
marine cargo and hull, aviation, fire and general accident, engineering, liability and
personal lines insurance.

6. Other consists of Head office and certain investments and assets held centrally due to
their strategic significance to the Group.

The accounting policies of the reportable segments are the same as the Group’s accounting

policies. Segment profit represents the profit earned by each segment without allocation of
general and administrative expenses, allowances for impairment and tax expenses.
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Mashreqbank PSC Group

Notes to the condensed consolidated interim financial information for the period
from 1 January 2021 to 30 September 2021 (continued)

25 Fair value of financial instruments

Fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date, regardless of
whether that price is directly observable or estimated using another valuation technique, In
estimating the fair value of an asset or a liability, the Group takes into account the
characteristics of the asset or liability if market participants would take those characteristics
into account when pricing the asset or liability at the measurement date.

In addition, for financial reporting purposes, fair value measurements are categorised into
Level 1, 2 or 3 based on the degree to which the inputs to the fair value measurements are
observable and the significance of the inputs to the fair value measurement in its entirety,
which are described as follows:

o Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities that the entity can access at the measurement date;

o Level 2 inputs are inputs, other than quoted prices included within Level 1, that are
observable for the asset or liability, either directly or indirectly; and

e Level 3 inputs are unobservable inputs for the asset or liability.
Valuation techniques and assumptions applied for the purposes of measuring fair value.

The fair values of financial assets and financial labilities are determined using similar
valuation techniques and assumptions as used for the year ended 31 December 2020.

Fair value of the Group’s financial assets that are measured at fair value on recurring basis.
Some of the Group’s financial assets are measured at fair value at the end of the reporting

period. The following table gives information about how the fair values of these financial
assets are determined:
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Mashregbank PSC Group

Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

25 Fair value of financial instruments (continued)

Reconciliation of Level 3 fair value measurement of other financial assets measured at
FVTPL

30 September 31 December

2021 2020
(un-audited) (audited)
AED’000 AED’000
Balance at the beginning of the period / year 1,112 245
Purchases - 2,505
Disposals - (1,646)
Change in fair value 1 8
Balance at the end of the period / year 1,113 1,112

Reconciliation of Level 3 fair value measurement of other financial assets measured at
FVTQCI

30 September 31 December

2021 2020
(un-audited) (audited)

AED’000 AED’000

Balance at the beginning of the period / year 615,541 625,286
Disposals (875) (10,215)
Change in fair value 226 470
Balance at the end of the period / year 614,892 615,541

All gains and losses included in condensed consolidated statement of comprehensive income
relate to unquoted investments in equity instruments held at the end of the reporting period
and are reported as changes of ‘investment revaluation reserve’.
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Mashregbank PSC Group

Notes to the condensed consolidated interim financial information for the
period from 1 January 2021 to 30 September 2021 (continued)

26  Capital adequacy ratio

As per the Central bank regulation for Basel IlI, the capital requirement as at 30 September 2021
is 13% inclusive of capital conservation buffer of 2.5%. However, as per the standards issued by
CBUAE for TESS program due to the COVID-19 crisis, banks are allowed to tap into the
capital conservation buffer up to a maximum of 60% without supervisory consequences,
effective from 15 March 2020 until 31 December 2021.

The Bank is required to comply with the following minimum requirement:

(1) CET1 must be at least 7% of risk weighted assets (RWA);

(i1) Tier 1 capital must be at least 8.5% of risk weighted assets (RWA); and

(iii)  Total capital, calculated as sum of Tier 1 capital and Tier 2 capital must be at least
10.5% of risk weighted assets (RWA).

The capital adequacy ratio is computed based on circulars issued by the U.A.E. Central Bank
as per Basel 111

30 September 31 December

2021 2020
(un-audited) (audited)
AED’000 AED’000
Capital base

Tier 1 capital 19,134,597 19,280,707
Tier 2 capital 1,634,841 1,471,323
Total capital base (A) 20,769,438 20,752,030

Risk-weighted assets
Credit risk 130,787,295 117,705,874
Market risk 3,277,915 2,219,454
Operational risk 9,724,272 9,724,272
Total risk-weighted assets (B) 143,789,482 129,649,600
Capital adequacy ratio (%) [(A)/(B) x 100] 14.44% 16.01%

27  Subsequent events

There have been no events subsequent to the statement of financial position date that would
significantly affect the amounts reported in the condensed consolidated interim financial
information as at and for the nine-month period ended 30 September 2021.

28  Approval of condensed consolidated interim financial information

The condensed consolidated interim financial information on pages 2 to 62 were approved by
the Board of Directors on 9 November 2021,
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