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BOARD OF DIRECTORS’ REPORT

The Board of Directors has pleasure in submitting their report and the audited consolidated financial statements for the
year ended 31December 2025.

Incorporation andregistered of fices

Mashregbank PSC was incorporatedin the Emirate of Dubaiin 1967 under a decreeissued by The Ruler of Dubai. The address
of theregistered officeis P.O.Box 1250, Dubai, United Arab Emirates.

Principal activities

The principal activities of the Bank are retail banking, commercial banking, investment banking, Islamic banking, brokerage
and asset management. These activities are carried out through its branches in the United Arab Emirates, Bahrain, Kuwait,
Oman, Egqypt, Hong Kong, India, Pakistan, Qatar, the United Kingdom and the United States of America.

Financial position andresults

The financial position and results of the Group for the year ended 31 December 2025 are set out in the accompanying
consolidated financial statements.

Dividend

The Board of Directors has proposed a cash dividend of 102% for the year ended 31 December 2025 at the meeting held
on 02 February 2026.

Directors
The following are the Directors of the Bank as at 31December 2025:

Chairman: Abdul Aziz Abdulla Al Ghurair
Vice Chairman: Ahmad Ali AlKhallafi

Directors: Rashed Saif Ahmed Al Ghurair
John Gregory lossifidis
lyad Mazher Saleh Malas
Saeed Saif Ahmed Al Ghurair
Mariam Saeed Ghobash
Auditors

The consolidated financial statements for the year ended 31December 2025 have been audited by Deloitte & Touche (M.E.).

By order of the Board of Directors

SNt

Chairman

02 February2026



- Deloitte & Touche (M.E.)
Deloitte
Emaar Square

Downtown Dubai
P.O. Box 4254

Dubai

United Arab Emirates

Tel: +971 (0) 4 376 8888
Fax:+971 (0) 4 376 8899
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INDEPENDENT AUDITOR’S REPORT

The Shareholders
Mashregbank PSC
Dubai

United Arab Emirates

Reporton the Audit of the Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of Mashreqbank PSC(“the Bank”), and its subsidiaries
(together “the Group”) which comprise the consolidated statement of financial position as at 31 December 2025, and
the consolidated statement of profit or loss, consolidated statement of comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows for the year then ended, and notes to the

consolidated financial statements, including material accounting policy information.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as at 31 December 2025, and its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance with IFRS Accounting Standards as issued by the
International Accounting Standards Board (IASB).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under those
standards are further described in the Auditor’'s Responsibilities for the Audit of the Consolidated Financial
Statements section of our report. We are independent of the Group in accordance with the International Ethics
Standards Board for Accountants’ Code of Ethics for Professional Accountants (including International Independence
Standards) (IESBA Code) as applicable to audits of consolidated financial statements of public interest entities,
together with the other ethical requirements that are relevant to our audit of the consolidated financial statements
of public interest entities in the United Arab Emirates, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the IESBA Code. We believe that the audit evidence we have obtained is

sufficient and appropriate to provide a basis for our opinion.
Key Audit Matters

Key audit matters are those matters that, in our professionaljudgment, were of most significance in our audit of the
consolidated financial statements of the current period. These matters were addressedin the context of our audit of
the consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a

separate opinion on these matters.
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INDEPENDENT AUDITOR’S REPORT

to the Shareholders of Mashreqbank PSC, Dubai, United Arab Emirates (continued)

Key audit matter

How our audit addressed the key audit matter

Impairment of loans and advances at amortised cost

The Group’s loans and advances at amortised cost
(which
customers and Islamic financing and investment

comprises loans and advances to

products) are carried in the consolidated
statement of financial position at AED 164.3 billion
as at 31December 2025. The expected credit loss
(“ECL") allowance was AED 2.5 billion as at this date,
which comprises an allowance of AED 1 billion
against Stage 1and 2 exposures and an allowance
of AED 15 billion against exposures classified

under Stage 3.

The corporate portfolio of loans and advances at
amortised cost is assessed individually for the
significant increase in credit risk (“SICR”) and
measurement of ECL. This requires management
to make areasonable and supportive assessment
to capture all qualitative and quantitative forward-
looking information while assessing SICR or while
the
exposure. Management judgement is also applied

assessing credit-impaired criteria  for
in manually overriding stages in accordance with
the Group’s accounting policies.

The measurement of ECL for exposures classified
as Stage 1and Stage 2 is carried out collectively by
the ECL models with limited manual intervention or
overrides. It is important that these ECL models
and their parameters (Probability of Default (PD),
Loss Given Default (LGD), Exposure At Default
(EAD) and macroeconomic adjustments) are valid
throughout the reporting period and are subject to
by
independent reviewer. However, the accuracy of

a validation/monitoring  process an
the results produced from these ECL models is
dependent onusingreasonable parameters and up
to date inputs to the PD, LGD, EAD and
macroeconomic adjustments, which are relevant

for the reporting period.

We performed the following audit procedures on the
computation and reasonableness/ appropriateness of the ECL
included in the Group's consolidated financial statements for
the year ended 31 December 2025:

We obtained a detailed business process understanding of the
Group’s loans and advances measured at amortised cost,
including a review of the post model adjustments and
management overlays in order to assess the reasonableness of
these adjustments, along with the other critical accounting
estimates and judgments that management had applied. We
have involved our subject matter experts to assist us in auditing
the ECL models as of 31 December 2025.

We assessed the relevant controls in the abovementioned
business process to determine if they had been appropriately
designed andimplemented, and, where applicable, also tested the
operating effectiveness of those controls.

We assessed, on a sample basis, that reported exceptions to
policies and procedures as outlined in the Board risk appetite
statement were approved by the Board / Board Committee and
the approval process was formally documented.

For a sample of new / renewed corporate credit facilities, we
checked that reported exceptions to limits, as set out in the
Board approved delegation of authority matrix, were approved
by the Board / Board Credit Committee or its approved delegate
and the approval process was formally documented.

We performedanindependent creditassessment forasample of
non-retail customers, by assessing quantitative and qualitative
factors, including assessments of the financial performance of
the customers, the source of their repayments and their history
and other relevant risk factors.

For exposures determined to be individually impaired, we
assessed on a sample basis,

e the estimated future discounted cash flows used in the
measurement of ECL, including the discount rates used and
the probable scenario analysis; and

o the valuation and enforceability of collateral, including the

underlying key assumptions,
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'INDEPENDENT AUDITOR’S REPORT

to the Shareholders of Mashreqbank PSC, Dubai, United Arab Emirates (continued)

We understood and evaluated the theoretical soundness of the
ECL model by involving our subject matter experts to ensure its
compliance with the requirements of IFRS Accounting Standards.
We tested the mathematical integrity of the ECL model by
performing recalculations on a sample basis. We assessed the
consistency and reasonableness of various inputs and
assumptions used by the Group’s management to determine
ECL.

For allowances against exposures classified as Stage 1and Stage
2, we obtained an understanding of the Group’s methodology to
determine the allowance, assessed the reasonableness of the
underlying assumptions and the sufficiency of the data used by
the management. We assessed the appropriateness of the
Group’s determination of a significant increase in credit risk and
the resultant basis for classification of exposures into various
stages. For a sample of exposures, we checked the
appropriateness of the Group’s staging criteria, including the

basis for movement between stages.

For loans tested collectively, we also evaluated the design and
implementation of relevant controls over the modelling process,
including model inputs, monitoring, validation and approval. We
challenged key assumptions, inspected the calculation

methodology and traced a sample back to source data.
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Key audit matter How our audit addressed the key audit matter

Impairment of loans and advances at amortised cost

The exposures are classified as impaired as soon as there is |We selected samples of loans and advances measured
doubt about the borrower’s ability to meet payment |at amortised cost and assessed the accuracy of the
obligations to the Group in accordance with the original |EAD, appropriateness of the PD and calculations of the
contractual terms. LGD used by management in their ECL calculations.

Impaired loans and advances at amortised cost for corporate |We also assessed the accuracy of disclosures in the
portfolio are measured on the basis of the present value of |consolidated financial statements to determine if they
estimated future cash flows (which in the case of stage 3 |were in compliance with the requirements of IFRS
exposures also includes an assessment of the fair value and | Accounting standards.

recoverability of the collateral). The impairment loss is
calculated based on the shortfall between the carrying value of
loans and advances at amortised cost compared to the net
present value of future estimated cash flows discounted using
the original effective interest rate. The factors considered
when determining impairment losses on individually assessed
impaired accounts include the customer's aggregate
borrowings, risk rating, value of the collateral and probability of
successful repossession and the costs involved to recover the
debts.

The audit of the impairment of loans and advances measured at
amortised cost is a key area of audit focus because of its size
(representing 49% of total assets) and due to the significance
and complexity of the estimates andjudgments that were used
in classifying these loans and advances at amortised cost into
various stages and determining the ECL allowance as well as the
level of audit effort required.

Refer to Note 3 of the consolidated financial statements for
the accounting policy, Note 4 for critical accounting
judgements and estimates and Note 43 for disclosures on
creditrisk.
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to the Shareholders of Mashreqbank PSC, Dubai, United Arab Emirates (continued)

Key audit matter

How our audit addressed the key audit matter

IT systems and controls over financialreporting

We identified IT systems and controls over the Bank’'s
financial reporting as an area of focus due to the extensive
volume and variety of transactions which are processed
daily by the Bank and rely on the effective operation of
automated and IT dependent manual controls. There is a
risk that automated accounting procedures and related
internal controls are not accurately designed and are not

Our audit approach relies on automated controls, and
therefore, the following procedures were designed to
test access and control over therelevant IT systems:

We obtained an understanding of the applications
relevant to the financial reporting bbusiness process and
the IT infrastructure supporting those applications.

operating effectively. In particular, the incorporated
relevant controls are essential to limit the potential for | We tested the general IT controls relevant to the
fraud and error as a result of changes to an application or | identified automated controls and the Information
underlying data. Produced by the Entity (IPE) by covering access
security, program changes, data centre and network

operations.

We examined certain Information Produced by the
Entity (IPE) used in the financial reporting process from
relevant applications and key controls over their report
logics.

We performed testing on the relevant automated
controls for key IT applications relevant to the financial

reporting business processes.

OtherInformation

The Directors are responsible for the other information. The other information comprises the Board of Directors'
report (but does not include the consolidated financial statements and our auditor’s report thereon), which we
obtained prior to the date of this auditor's report, and the integrated report, whichis expected to be made available to
us after that date.

Our opinion on the consolidated financial statements does not cover the other information, and we do not and will not
express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibilityis to read the otherinformation
identified above and, in doing so, consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated.

If, based on the work we have performed, on the other information that we obtained prior to the date of this auditor’s
report, we conclude that thereis amaterial misstatement of this otherinformation, we arerequired toreport that fact.
We have nothing to reportin this regard.

When we read the integrated report, if we conclude that there is a material misstatement therein, we are required to
communicate the matter to those charged with governance.
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Responsibilities of Management and Those Charged with Governance for the Consolidated Financial
Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with IFRS Accounting Standards as issued by the IASB, and their preparation in compliance with the
applicable provisions of UAE Federal Law No. (32) of 2021, as amended, and UAE Federal Decree Law No. (6) of 2025
and for such internal control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accountingunless management eitherintends to liquidate the Group or to cease operations, or has norealistic
alternative but todo so.

Those charged with governance are responsible for overseeing the Group’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion.Reasonable assuranceis ahighlevel of assurance, butis not a guarantee that an audit conductedinaccordance
with ISAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered materialif, individually or in the aggregate, they couldreasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain professional skepticism

throughout the audit. We also:

e Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than the one resulting from error, as fraud may involve collusion, forgery, intentional

omission, misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the

internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s report to the related disclosures in the consolidated
financial statements or, if such disclosures areinadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s report. However, future events or conditions may cause

the Group to cease to continue as a going concern.
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements (continued)

e Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and events
in amanner that achieves fair presentation.

e Plan and perform the group audit to obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group as a basis for forming an opinion on the group
financial statements. We are responsible for the direction, supervision and review of the audit work performed for
the purposes of the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify during

our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on ourindependence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law and regulations preclude public disclosure about
the matter or when, in extremely rare circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be expected to outweigh the publicinterest

benefits of such communication.

Report on OtherLegal andRegulatoryRequirements

As required by the UAE Federal Decree Law No. (32) of 2021, as amended we report that for the year ended 31
December 2025:

e Wehave obtained all the information we considered necessary for the purposes of our audit.

e Theconsolidated financial statements have been prepared and comply, in all material respects, with the applicable
provisions of the UAE Federal Decree Law No. (32) of 2021, as amended;

e  The Group has maintained proper books of account.
e Thefinancialinformationincludedin the Board of Directors’reportis consistent with the Group’s books of account;

e Note 7 to the consolidated financial statements of the Group discloses its investments in shares during the

financial year ended 31 December 2025;

e Note 37 to the consolidated financial statements of the Group discloses material related party transactions, the

terms under which they were conducted;

e Note 32 to the consolidated financial statements discloses social contributions made during the financial year
ended 31 December 2025; and
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Reporton OtherLegal andRegulatoryRequirements (continued)

Based on the information that has been made available to us, nothing has come to our attention which causes us
tobelieve that the Group has contravened during the financial year ended 31December 2025 any of the applicable
provisions of the UAE Federal Decree Law No. (32) of 2021, as amended or of its Articles of Association, which
would materially affectits activities or its financial position as at 31December 2025.

Further, as required by UAE Federal Decree Law No. (6) of 2025, we report that we have obtained all the
information and explanations we considered necessary for the purpose of our audit.

Deloitte & Touche (M.E.)

Musa Ramahi
RegistrationNo.: 872
02 February2026
Dubai

United Arab Emirates



Mashreqbank PSC Group

Consolidated statement of financial position

as at31December

ASSETS

Cash and balances with central banks
Loans and advances to banks

Financial assets measured at fair value
Securities measured at amortised cost
Loans and advances to customers
Islamic financing andinvestment products
Acceptances

Reinsurance contract assets
Investment in associate

Investment properties

Property and equipment

Intangible assets

Other assets

Total assets

LIABILITIES AND EQUITY

LIABILITIES

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

Islamic customers’ deposits

Acceptances

Borrowings

Insurance and Investment contract liabilities
Sukuk Issued

Otbher liabilities

Totalliabilities

EQUITY

Capital andreserves
Issued and paid up capital
Tier 1capital notes
Otherreserves
Retained earnings

Equity attributable to owners of the Parent
including noteholders of the Group
Non-controlling interests

Total equity

Total liabilities and equity

Notes

VO 00 N N O U,

21
46
21

22

10

2025 2025 2024 2024
AED’000 USD’000 AED'000 USD'000
33,532,283 9,129,399 40,592,508 11,051,595
65,721,062 17,893,020 52,271,604 14,231,311
21,457,498 5,841,954 26,327,534 7,167,856
28,906,304 7,869,944 9,797,117 2,667,334
138,070,975 37,590,791 103,080,846 28,064,483
26,277,704 7,154,289 21,677,551 5,901,865
10,372,108 2,823,879 3,495,184 951,588
3,222,503 877,349 3,379,148 919,997
260,380 70,890 296,878 80,827
183,935 50,078 151,620 41,280
1,350,125 367,581 1,339,360 364,650
423,331 115,255 374,333 101,915
4,855,663 1,321,989 4,669,475 1,271,297
334,633,871 91,106,418 267,453,158 72,815,998
38,922,265 10,596,860 43,374,316 11,808,962
7,136,046 1,942,839 2,075,517 565,074
178,891,181 48,704,378 143,564,793 39,086,521
26,004,253 7,079,840 17,374,901 4,730,439
10,372,108 2,823,879 3,495,184 951,588
13,473,859 3,668,353 3,902,528 1,062,491
6,501,987 1,770,212 6,187,190 1,684,506
1,836,500 500,000 - -
10,919,117 2,972,806 9,698,535 2,640,494
294,057,316 80,059,167 229,672,964 62,530,075
2,006,098 546,174 2,006,098 546,174
2,938,400 800,000 2,938,400 800,000
669,832 182,366 (359,453) (97,863)
33,759,840 9,191,353 32,127,720 8,746,997
39,374,170 10,719,893 36,712,765 9,995,308
1,202,385 327,358 1,067,429 290,615
40,576,555 11,047,251 37,780,194 10,285,923
334,633,871 91,106,418 267,453,158 72,815,998

To the best of our knowledge, the consolidated financial statements 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:

Abdul Aziz Abdulla Al Ghurair
Chairman

The accompanying notes form anintegral part of these consolidated financial statements.

Ahmed Abdelaal
Group Chief Executive Officer



Mashreqbank PSC Group

Consolidated statement of profitorloss

forthe year ended 31December

Interestincome
Income from Islamic financing and
investment products

Totalinterestincome andincome from Islamic
financing and investment products
Interest expense

Distribution to depositors - Islamic products

Netinterestincome andincome fromlslamic
products net of distribution to depositors
Fee and commissionincome

Fee and commission expense

Net fee and commissionincome
Net investmentincome

Otherincome, net

Operatingincome
General and administrative expenses

Operating profit before impairment
Netimpairment (charge)/reversal

Profitbefore tax
Tax expense

Profit for the year

Attributable to:
Owners of the Parent

Non-controllinginterests

Earnings per share

Notes

24

25

26
27

28
28

29
30

32

31

45

33

n
2025 2025 2024 2024
AED’000 USD’000 AED'000 usD’000
13,959,584 3,800,595 14,271,348 3,885475
1,906,055 518,937 1,666,868 453,816
15,865,639 4,319,532 15,938,216 4,339,291
(7,140,971) (1,944,179) (6,892,160) (1,876,439)
(583,322) (158,814) (657,945) (179,130)
8,141,346 2,216,539 8,388,111 2,283,722
5,269,686 1,434,709 4,560,133 1,241,528
(3,936,650) (1,071,781) (3,095,628) (842,8006)
1,333,036 362,928 1,464,505 398,722
350,437 95,409 228,576 62,231
2,751,595 749,141 3,334,511 907,844
12,576,414 3,424,017 13,415,703 3,652,519
(3,871,265) (1,053,979) (3,695,864) (1,006,225)
8,705,149 2,370,038 9,719,839 2,646,294
(444,165) (120,927) 166,065 45,212
8,260,984 2,249,1M 9,885,904 2,691,506
(1,290,791) (351,427) (868,527) (236,463)
6,970,193 1,897,684 9,017,377 2,455,043
6,839,622 1,862,134 8,917,202 2,427,770
130,571 35,550 100,175 27,273
6,970,193 1,897,684 9,017,377 2,455,043
AED 32.98 uUsD8.98 AED 43.66 usD11.89

The accompanying notes form anintegral part of these consolidated financial statements.



Mashreqbank PSC Group

Consolidated statement of other comprehensiveincome
forthe year ended 31December

Profit for the year

Other comprehensive income/(loss)

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
(equityinstruments), net of tax

Items that may be reclassified subsequently to

profit or loss:

Changes in currency translation reserve, net of tax
[Note 21(d)]

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

(debtinstruments) net of tax

Changes ininsurance finance income and

expensesreserve

Total other comprehensive income/(loss) for the year

Total comprehensiveincome for the year

Attributedto:

Owners of the Parent
Non-controllinginterests

The accompanying notes form anintegral part of these consolidated financial statements.

12
2025 2025 2024 2024
AED’000 USD’000 AED'000 usD’000
6,970,193 1,897,684 9,017,377 2,455,043
148,310 40,378 46,908 12,771
(53,149) (14,470) (242,447) (66,008)
220,855 60,129 (279,751) (76,163)
(3,875) (1,055) (1137) (310)
312,141 84,982 (476,427) (129,710)
7,282,334 1,982,666 8,540,950 2,325333
7,114,708 1,937,029 8,421,662 2,292,856
167,626 45,637 119,288 32477
7,282,334 1,982,666 8,540,950 2,325333




Mashreqbank PSC Group

Consolidated statement of changesin equity

forthe year ended 31December

Balance at 1January 2024
Profit for the year
Other comprehensive loss

Total comprehensive income for the year

Issue of tier 1Capital

Payment of dividends [Note 21(f)]

Transfer frominvestment revaluation reserve to retained earnings
Transfer between retained earnings impairment reserve

Coupon payment to Tier 1note holders

Transaction with non-controlling interests

Other movements [Note 21(d)]

Balance at 31December 2024

Balance at 1January 2025
Profit for the year

Other comprehensive income

Total comprehensive income for the year

Coupon payment to Tier 1note holders

Payment of dividends [Note 21(f)]

Transfer frominvestment revaluation reserve to retained earnings
Transfer betweenretained earnings and impairment reserve

Other movements

Balance at 31December 2025

13
Equity
attributable to

Issued and Retained owners of the Non-controlling
paidup capital Tier1capitalnotes Otherreserves Earnings Parent interests Total
AED’000 AED’'000 AED’'000 AED’'000 AED’'000 AED’'000 AED’'000
2,006,098 1,101,200 567,248 26,658,113 30,333,359 984,431 31,317,790
- - - 8,917,202 8,917,202 100,175 9,017,377
- - (495,540) - (495,540) 19,113 (476,427)
- - (495,540) 8,917,202 8,421,662 19,288 8,540,950
- 1,836,500 - (8,022) 1,828,478 - 1,828,478
- - - (3,711,282) (3,711,282) (32,675) (3,743,957)
- - (355¢6) 3,556 - - -
- - 365,000 (365,000) - - -
- - - (159,089) (159,089) - (159,089)
- - - (363) (363) (3,615) (3,978)
- - (792,605) 792,605 - - -
2,006,098 2,938,400 (359,453) 32,127,720 36,712,765 1,067,429 37,780,194
2,006,098 2,938,400 (359,453) 32,127,720 36,712,765 1,067,429 37,780,194
- - - 6,839,622 6,839,622 130,571 6,970,193
- - 275,086 - 275,086 37,055 312,141
- - 275,086 6,839,622 7,114,708 167,626 7,282,334
- - - (224,512) (224,512) - (224,512)
- - - (4,232,867) (4,232,867) (32,549) (4,265,416)
- - 44,227 (44,227) - - -
- - 711,000 (711,000) - - -
- - (1,028) 5,104 4,076 (121) 3,955
2,006,098 2,938,400 669,832 33,759,840 39,374,170 1,202,385 40,576,555

The accompanying notes form anintegral part of these consolidated financial statements.
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Consolidated statement of cashflows
forthe yearended 31December
2025 2025 2024 2024
AED’'000 uUsbD’000 AED'000 USD’'000
Cash flows from operating activities
Profit before taxation for the year 8,260,984 2,249,111 9,885,904 2,691,506
Adjustments for:
Depreciation and amortisation 294,556 80,195 277,708 75,608
Allowances for impairment, net 444,165 120,927 (166,065) (45,212)
Gain on disposal of property and equipment (1,858) (506) (12,857) (3,500)
Loss ondisposal of investment properties 50 14 7,897 2,150
Unrealised gain on other financial assets held at FVTPL (14,223) (3,872) (16,077) (4,377)
Fair value adjustments of investment properties (33,915) (9,234) (10,426) (2,839)
Net realized gain from sale of financial assets measured at FVTPL (115,521) (31,451) (107,720) (29,327)
Dividend income from financial assets measured at FVTOCI (86,369) (23,515) (65,926) (17,949)
Net realised gain from sale of financial assets measured
at FVTOCI and securities measured at amortised cost (133,309) (36,294) (38,023) (10,352)
Impairment allowance oninvestmentin associate 36,498 9,937 - -
Unrealisedloss/(gain) on derivatives 4,767 1,298 (17,248) (4,696)
Gain on sale/bargain purchase - - (1,21,017) (329,708)
Gain onrevaluation of Forex - - (167,589) (45,627)
Operating cash flows before tax paid and changes in operating 8,655,825 2,356,610 8,358,561 2,275,677
assets andliabilities
Tax paid (906,088) (246,689) (138,346) (37,6606)
Changes in operating assets andliabilities
Increase in deposits with central banks (3,327,470) (905,927) (4,574,606) (1,245,469)
Increase inloans and advances to banks with original maturity (10,224,077) (2,783,577) (6,541,729) (1,781,032)
after three months
Increase inloans and advances to customers (35,322,750) (9,616,866) (2,652,081) (2,627,847)
Increase in Islamic financing and investment products (4,582,324) (1,247,570) (4,670,555) (1,271,591)
Increase/(decrease)in reinsurance assets 156,645 42,648 (622,285) (169,421)
Increase in other assets (206,302) (56,167) (612,548) (166,770)
(Increase)/Decrease in financial assets carried at FVTPL (1,626,969) (442,954) 712,508 193,985
Increase in repurchase agreements with banks 5,060,529 1,377,764 1,012,526 275,667
Increase in customers’ deposits 35,326,388 9,617,857 10,955,102 2,982,603
Increase inIslamic customers’ deposits 8,629,353 2,349,402 3,752,418 1,021,622
(Decrease)/Increase in deposits and balances due to banks (4,452,051) (1,212,102) 6,039,268 1,644,233
IncreaseinInsurance and Investment contract liabilities 314,797 85,706 852,232 232,026
Increase in other liabilities 657,910 179,121 1,096,849 298,625
Net cash (usedin)/ generated from operating activities (1,846,584) (502,744) 5,967,314 1,624,642
Cash flows frominvesting activities
Purchase of property and equipment (184,203) (50,151) (167,298) (45,548)
Purchase onintangible assets (192,310) (52,358) (149,055) (40,581)
Proceeds from sale of property and equipment 24,053 6,549 37,927 10,326
Purchase of other financial assets measured at fair value or amortised cost (60,838,398) (16,563,680) (57,027,475) (15,526,130)
Proceeds from sale of other financial assets measured at fair value
or amortised cost 48,899,915 13,313,345 56,104,272 15,274,781
Dividend income from other financial assets measured at FVTOCI 86,369 23,515 65,926 17,949
Proceeds from sale of investment properties 1,550 422 352,956 96,095
Disposal of subsidiary - - 845,800 230,275
Net cash (usedin)/ generated frominvesting activities (12,203,024) (3,322,358) 63,053 17,167
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Consolidated statement of cashflows
for the year ended 31December (continued)
2025 2025 2024 2024

AED’000 uUsD’000 AED'000 USD'000
Cash flows from financing activities
Transaction with NCI (12) (30) (3,978) (1,083)
Dividends paid (4,265,416) (1,161,289) (3,743,957) (1,019,319)
Medium term notesissued 2,991,087 814,344 933,476 254,145
Medium term notes redeemed (765,756) (208,482) (4,020,676) (1,094,657)
Sukuk issued 1,836,500 500,000 - -
Syndicated borrowings 7,346,000 2,000,000 - -
Tier Tnotesissued (1,065) (290) 1,828,478 497,816
Coupon payment to Tier 1note holders (224,512) (61,125) (159,089) (43,313)
Net cash generated from / (usedin) financing activities 6,916,726 1,883,128 (5,165,746) (1,406,411)
Net (decrease)/increasein cash and cash equivalents (7,132,882) (1,941,974) 864,621 235,398
Net foreign exchange difference (58,948) (16,049) (20,715) (5,640)
Cash and cash equivalents at beginning of the year 38,950,366 10,604,509 38,106,460 10,374,751
Cash and cash equivalents at end of the year (Note 35) 31,758,536 8,646,486 38,950,366 10,604,509
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Notes to the consolidated financial statements
forthe yearended 31December 2025

1. Generalinformation

Mashregbank PSC (the “Bank”) was incorporated in the Emirate of Dubaiin 1967 under a decree issued by The Ruler of
Dubai. The Bank carries out retail banking, commercial banking, investment banking, Islamic banking, brokerage and
asset management activities through its branches in the United Arab Emirates, Oman, Bahrain, Kuwait, Egypt, Hong
Kong, India, Pakistan, 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.

The accompanying consolidated financial statements combine the activities of the Bank and its subsidiaries
(collectively the “Mashregbank PSC Group” or “Group”), as listed in Note 36.

2. Applicationof new andrevisedInternational FinancialReporting Standards (“IFRS Accounting Standards”)
2.1 NewandrevisedIFRS adoptedin the consolidated financial statements

In the current year, the group has applied a number of amendments to IFRS Accounting Standards issued by the IASB
that are mandatorily effective for an accounting period that begins on or after 1January 2025. Their adoption has not
had any materialimpact on the disclosures or on the amounts reportedin these financial statements.

Classification of Liabilities as Current or Non-Current (Amendments toIAS 1)

The amendments aim to promote consistency in applying the requirements by helping
companies determine whether, in the statement of financial position, debt and other
liabilities with an uncertain settlement date should be classified as current (due or potentially
due to be settled within one year) or non-current.

Lease Liabilityin a Sale and Leaseback (Amendments to IFRS 16)

The amendment clarifies how a seller-lessee subsequently measures sale and leaseback
transactions that satisfy the requirementsinIFRS 15 to be accounted for as a sale.

Non-current Liabilities with Covenants (Amendments tolIAS 1)

The amendment clarifies how conditions with which an entity must comply within twelve

months after the reporting period affect the classification of aliability.
Supplier Finance Arrangements (Amendments tolAS 7 andIFRS 7)
The amendments add disclosure requirements, and ‘signposts’ within existing disclosure

requirements, that ask entities to provide qualitative and quantitative information about

supplier finance arrangements.
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Notesto the consolidated financial statements
forthe yearended 31December 2025 (continued)

2. Applicationof new andrevisedinternational FinancialReporting Standards (“IFRS Accounting Standards”)
(continued)

2.1 NewandrevisedIFRS adoptedin the consolidated financial statements (continued)

Amendments to IAS 21 The Effects of Changes in Foreign Exchange Rates relating to
Lack of Exchangeability

The amendments contain gquidance to specify when a currency is exchangeable and how to
determine the exchange rate whenitis not.

2.2 NewandrevisedIFRSinissue but not yet effective andnot early adopted

Effective for
annual periods

beginning on or
New andrevisedIFRS after

Amendments IFRS 9 and IFRS 7 regarding the classification and measurement of 1January2026
financial instruments

The amendments address matters identified during the post-implementation review of the
classification and measurement requirements of IFRS @ Financial Instruments.
Annualimprovements to IFRS Accounting Standards - Volume 11 1January 2026

(IFRS 1 First-time Adoption of International Financial Reporting Standards, IFRS 7 Financial
Instruments, IFRS @ Financial Instruments IFRS 10 Consolidated Financial Statements, IAS 7
Statement of Cash Flows)

IFRS 19 Subsidiaries without Public Accountability: Disclosures 1January 2027

IFRS 19 specifies the disclosure requirements an eligible subsidiary is permitted to apply

instead of the disclosure requirements in other IFRS Accounting Standards.
IFRS 18 Presentation and Disclosures in Financial Statements 1January 2027

IFRS 18includes requirements for all entities applying IFRS for the presentation and disclosure

of informationin financial statements.

Amendments toIAS 21 The Effects of Changes in Foreign Exchange Ratesrelatingto 1January2027
Translation to a Hyperinflationary Presentation Currency

The amendments clarify how companies should translate financial statements from a non-

hyperinflationary currencyinto a hyperinflationary one.

The Group is currently assessing the impact of these standards, interpretations and amendments on the future
consolidated financial statements and intends to adopt these, if applicable, when they become effective
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Notesto the consolidated financial statements
forthe yearended 31December 2025 (continued)

3. Material accounting policies

3.1 Statement of compliance

The consolidated financial statements of the Group have been prepared in accordance with International Financial
Reporting Standards ("IFRS Accounting Standards”) asissued by International Accounting Standards Board (“IASB”) and
also complies with the applicable requirements of the laws in the U.A E including the UAE Federal Law No. 32 of 20210on
Commercial Companies and the Decretal Federal Law No. 14 of 2018.

On 8 September 2025, the UAE Federal Decree Law No. (6) of 2025 regarding the Central Bank, Regulation of Financial
Institutions and Activities, and Insurance Business was issued and came into effect on 16 September 2025 which
repealed the UAE Federal Law No. 14 of 2018. The Company/ Bank/Group must within a period not exceeding (1) one
year from the date of the enforcement of its provisions from 16 September 2025 ("the transitional period") comply
with the provisions of the UAE Federal Decree Law No. (6) of 2025.

3.2 Basis of preparation

The consolidated financial statements of the Group have been prepared on 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.

Historical cost is generally based on the fair value of the consideration givenin exchange for assets.

The consolidated financial statements are presentedin Arab Emirates Dirham (“AED”) and all values are rounded to the

nearest thousands AED, except where otherwise indicated.

The accounting policies used in the preparation of this consolidated financial statements are consistent with those
audited annual consolidated financial statements for the year ended 31 December 2024.

The principal accounting policies adopted in the preparation of these consolidated financial statements are set out

below:
3.3 Basisof consolidation

These consolidated financial statements incorporate the financial statements of the Bank and entities controlled by

the Bank and its subsidiaries made up to 31 December each year. Controlis achieved when the Bank:

= haspoweroveraninvestee,
= isexposed, or hasrights, to variable returns fromits involvement with the investee, and

= hasthe ability to use its power to affectits returns.

The Groupreassesseswhether or notit controls aninvesteeif facts and circumstancesindicate that there are changes

to one or more of the three elements of control listed above.

When the Group has less than a majority of the voting rights of an investee, it considers that it has power over the
investee when the voting rights are sufficient to give it the practical ability to direct the relevant activities of the
investee unilaterally. The Group considers allrelevant facts and circumstances in assessingwhether or not the Group’s

votingrightsin aninvestee are sufficient to give it power, including:
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Notesto the consolidated financial statements
forthe yearended 31December 2025 (continued)

3. Material accounting policies (continued)
3.3 Basis of consolidation (continued)

= the size of the Group's holding of voting rights relative to the size and dispersion of holdings of the other vote
holders;

= potential voting rights held by the Group, other vote holders or other parties;
= rightsraising from other contractual arrangements; and

= any additional facts and circumstances that indicate that the Group has, or does not have, the current ability to
direct the relevant activities at the time that decisions need to be made, including voting patterns at previous
shareholders’ meetings.

Consolidation of a subsidiary begins when the Bank obtains control over the subsidiary and ceases when the Bank loses
control over the subsidiary. Specifically, the results of subsidiaries acquired or disposed of during the year are included
in the consolidated statement of profit or loss from the date the Bank gains control until the date when the Bank
ceases to control the subsidiary.

When necessary, adjustments are made to the financial statements of subsidiaries to bring the accounting policies
used into line with the Group’s accounting policies. Allintragroup assets, liabilities, equity, income, expenses and cash

flows relating to transactions between members of the Group are eliminated in full on consolidation.

Non-controlling interests in subsidiaries are identified separately from the Group’s equity therein. Those interests of
non-controlling shareholders that are present ownership interests entitling their holders to a proportionate share of
net assets upon liquidation may initially be measured at fair value or at the non-controlling interests’ proportionate
share of the fair value of the acquiree’s identifiable net assets. The choice of measurement is made on an acquisition-
by-acquisition basis. Other non-controlling interests are initially measured at fair value. Subsequent to acquisition, the
carrying amount of non-controlling interests is the amount of those interests at initial recognition plus the non-

controllinginterests’ share of subsequent changes in equity.

Profit or loss of each component of other comprehensive income is attributed to the owners of the Group and to the
non-controllinginterests. Total comprehensive income of subsidiaries is attributable to the owners of the Bank and
to the non-controlling interests even if this results in the non-controlling interests having a deficit
balance.

Changes in the Group’s ownership interest in existing subsidiaries

Changes in the Group's ownership interests in subsidiaries that do not result in a loss of control is accounted for as
equity transactions. The carrying amounts of the Group's interests and the non-controlling interests are adjusted to
reflect the changes in their relative interestsin the subsidiaries. Any dif ference between the amount by which the non-
controllinginterests are adjusted and the fair value of the consideration paid or receivedis recognised directly in equity

and attributed to shareholders of the Parent.
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Notesto the consolidated financial statements
forthe yearended 31December 2025 (continued)

3. Material accounting policies (continued)
3.3 Basis of consolidation (continued)
Business combinations

Acquisitions of businesses are accounted for using the acquisition method. The consideration transferredinabusiness
combination is measured at fair value, which is calculated as the sum of the acquisition-date fair values of the assets
transferred by the Group, liabilities incurred by the Group to the former owners of the acquiree and the equityinterests
issued by the Group in exchange for control of the acquiree. Acquisition-related costs are generallyrecognisedin profit

orloss asincurred.

When the consideration transferred by the Group in a business combination includes a contingent consideration
arrangement, the contingent consideration is measured at its acquisition-date fair value and included as part of the
consideration transferredin a business combination. Changes in fair value of the contingent consideration that qualify
as measurement period adjustments are adjusted retrospectively, with corresponding adjustments against goodwill.
Measurement period adjustments are adjustments that arise from additional information obtained during the
‘measurement period’ (which cannot exceed one year from the acquisition date) about facts and circumstances that
existed at the acquisition date.

The subsequent accounting for changes in the fair value of the contingent consideration that do not qualify as
measurement period adjustments depends on how the contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured at subsequent reporting dates and its subsequent
settlement is accounted for within equity. Other contingent consideration is remeasured to fair value at subsequent
reporting dates with changesin fair value recognised in profit or loss.

Investment in associate andjoint venture

An associate is an entity over which the Group has significant influence and that is neither a subsidiary nor aninterestin
a joint venture. Significant influence is the power to participate in the financial and operating policy decisions of the
investee but is not control orjoint control over those policies.

Ajointventureis ajoint arrangement whereby the parties that have joint control of the arrangement have rights to the
net assets of the joint arrangement. Joint control is the contractually agreed sharing of control of an arrangement,

which exists only when decisions about the relevant activities require unanimous consent of the parties sharing control.

The results and assets and liabilities of associates or joint ventures are incorporated in these financial statements
using the equity method of accounting, except when the investment is classified as held for sale, in which case it is

accounted forin accordance with IFRS 5.

Aninvestmentin an associate or ajoint venture is accounted for using the equity method from the date on which the

investee becomes an associate or ajoint venture. On acquisition of the investment in an associate or ajoint venture,
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Notesto the consolidated financial statements
forthe yearended 31December 2025 (continued)

3. Material accounting policies (continued)
3.3 Basis of consolidation (continued)

any excess of the cost of the investment over the Group’s share of the net fair value of the identifiable assets and
liabilities of the investeeis recognised as goodwill, which is included within the carrying amount of the investment. Any
excess of the Group’s share of the net fair value of the identifiable assets and liabilities over the cost of the
investment, after reassessment, is recognised immediately in profit or loss in the period in which the investment is
acquired.

Under the equity method of accounting, an investment in an associate or a joint venture is initially recognised in the
consolidated statement of financial position at cost and adjusted thereafter to recognise the Group’s share of the
profit orloss and other comprehensive income of the associate orjoint venture.

If there is objective evidence that the group’s net investment in an associate or joint venture is impaired, the
requirements of IAS 36 Impairment of Assets are applied to determine whether it is necessary to recognise any
impairment loss with respect to the group’s investment. When necessary, the entire carrying amount of the
investment (including goodwill) is tested for impairment in accordance with IAS 36 as a single asset by comparing its
recoverable amount (higher of value in use and fair value less costs of disposal) with its carrying amount. Any
impairment loss recognised s not allocated to any asset, including goodwill that forms part of the carrying amount of
the investment. Any reversal of that impairment loss is recognised in accordance with IAS 36 to the extent that the

recoverable amount of theinvestment subsequentlyincreases.

When a Group entity transacts with an associate or ajoint venture of the Group, profits and losses resulting from the
transactions with the associate or joint venture are recognised in the Group's consolidated financial statements only
to the extent of interestsin the associate or joint venture that are not related to the Group.

The Group applies IFRS 9, including the impairment requirements, tolong-terminterestsinan associate orjoint venture
to which the equity method is not applied and which form part of the net investment in the investee. Furthermore, in
applying IFRS @ to long-term interests, the Group does not take into account adjustments to their carrying amount
required bylAS 28 Investmentsin Associates and Joint Ventures (i.e. adjustments to the carrying amount of long-term

interests arising from the allocation of losses of the investee or assessment of impairmentin accordance with IAS 28).

3.4 Revenuerecognition
(a) Interestincome and expense

Interest income and expense for all interest-bearing financial instruments is calculated by applying the effective
interest rate to the gross carrying amount of the financial instrument, 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) and are recognised within ‘interest

income’ and ‘interest expense’in the consolidated statement of profit orloss.
(b) Income fromIslamic financing and investments products

The Group's policy for recognition of income from Islamic financing and investments products is described in
Note 3.18 (jii).
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Notesto the consolidated financial statements
forthe yearended 31December 2025 (continued)

3. Material accounting policies (continued)
3.4 Revenuerecognition (continued)
(c) Feeandcommissionincome and expenses

The Group earns fee and commission income from a diverse range of services it provides to its customers. Fee income

can be dividedinto the following two categories:

i) Fees earned for the provision of services over a period of time are accrued over that period. These fees include
commission income and asset management, custody and other management and advisory fees. Loan
commitment fees forloans that are likely to be drawn down and other credit-related fees are deferred (together
with anyincremental costs) and recognised as an adjustment to the effective interest rate on theloan. Whenitis
unlikely that aloan will be drawn down, the loan commitment fees are recognised over the commitment period on

a straight-line basis.

ii) Fees arising from negotiating or participating in the negotiation of a transaction for a third party, such as the
arrangement of the acquisition of shares or other securities or the purchase or sale of businesses, are recognised
on completion of the underlying transaction. Fees or components of fees that are linked to a certain performance
are recognised after fulfilling the corresponding criteria.

(d) Dividendincome

Dividendincome frominvestmentsis recognisedin the consolidated statement of profit orloss when the Group’s right
toreceive dividend has been established (provided that it is probable that the economic benefits will flow to the Group
and the amount of Income can be measured reliably).

(e)  Gain orloss from redemption of medium-term loans

Gain or loss from redemption of medium-term loans represents the difference between the amount paid and the
carrying amount of the liability on the date of redemption.

(f) Rentalincome

Rental income from investment property which are leased under operating leases are recognised on a straight-line
basis over the term of the relevant lease.

3.5 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.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted by using the rate implicit in the lease. If this rate cannot be readily determined, the
Group usesitsincremental borrowing rate.
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Notesto the consolidated financial statements
forthe yearended 31December 2025 (continued)

3. Material accounting policies (continued)
3.5 Leasing(continued)

Theincremental borrowing rate depends on the term, currency and start date of the lease andis determined based on
a series of inputs including: the risk-free rate based on government bond rates; a country-specific risk adjustment; a
credit risk adjustment based on bond yields; and an entity-specific adjustment when the risk profile of the entity that
entersinto theleaseis different to that of the Group and the lease does not benefit from aguarantee fromthe Group.

The lease liability is presented as a separate line in the consolidated statement of financial position.

The group assesses whether a contract is, or contains, a lease, at inception of the contract. The group recognises a
right-of-use asset and a corresponding lease liability with respect to all lease arrangements in which it is the lessee.

3.6 Foreign currencies

The individual financial statements of each Group entity are presented in the currency of the primary economic
environment in which the entity operates (its functional currency). For the purpose of the consolidated financial
statements, the results and financial position of each entity are expressed in UAE Dirham (AED), whichis the functional
currency of the Bank, and the presentation currency for the consolidated financial statements.

The presentation currency of the Group is the UAE Dirham (AED); however, for presentation purposes only, additional
columns for US Dollar (USD) equivalent amounts have been presented in the consolidated statement of financial
position, consolidated statement of profit or loss, consolidated statement of comprehensive income and
consolidated statement of cash flows and certain notes to the consolidated financial statements using a fixed
conversionrate of USD1.00=AED 3.673.

For the purpose of presenting these consolidated financial statements, the assets and liabilities of the Group’s foreign
operations are expressed in AED using exchange rates prevailing at the reporting date. Income and expense items are
translated at the average exchange rates for the period, unless exchange rates fluctuated significantly during that
year, in which case the exchange rates at the dates of the transactions are used. Exchange differences arising, if any,

are classified as equity and recognised in the Group’s Currency translation reserve.

On the disposal of a foreign operation (i.e. a disposal of the Group’s entire interest in a foreign operation, or a disposal
involving loss of control over a subsidiary that includes a foreign operation or a partial disposal of aninterest in a joint
arrangement or an associate that includes a foreign operation of which the retained interest becomes a financial
asset), all of the exchange differences accumulated in a foreign exchange translation reserve in respect of that

operation attributable to the owners of the Company are reclassified to profit or loss.

In addition, in relation to a partial disposal of a subsidiary that includes a foreign operation that does not result in the
Bank losing control over the subsidiary, the proportionate share of accumulated exchange differences are re-
attributed to non-controlling interests and are not recognised in the consolidated statement of profit or loss. For all
other partial disposals (i.e. partial disposals of associates or joint arrangements that do not result in the Bank losing
significant influence or joint control), the proportionate share of the accumulated exchange differences is reclassified
to the consolidated statement of profit or loss.
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Notesto the consolidated financial statements
forthe yearended 31December 2025 (continued)

3. Material accounting policies (continued)
3.6 Foreign currencies (continued)

Goodwill and fair value arising on the acquisition of a foreign entity are treated as assets and liabilities of the foreign
entity and translated at the rate of exchange prevailing at the end of each reporting period. Exchange differences
arising are recognisedin other comprehensive income.

In preparing the financial statements of the group entities, transactions in currencies other than the entity’s functional
currency (foreign currencies) are recognised at the rates of exchange prevailing on the dates of the transactions. At
eachreporting date, monetary assets and liabilities that are denominated in foreign currencies are retranslated at the
rates prevailing at that date. Non-monetary items carried at fair value that are denominated in foreign currencies are
translated at the rates prevailing at the date when the fair value was determined. Non-monetary items that are
measured in terms of historical cost in aforeign currency are not retranslated.

Exchange differences are recognised in profit or loss in the period in which they arise except for:

* exchange differences on transactions entered into to hedge certain foreign currency risks (see below under financial
instruments/hedge accounting)

¢ exchange differences on monetary items receivable from or payable to a foreign operation for which settlement is
neither planned nor likely to occur in the foreseeable future (therefore forming part of the net investment in the
foreign operation), which are recognised initially in other comprehensive income and reclassified from equity to profit

orloss on disposal or partial disposal of the netinvestment.

3.7 Borrowingcosts

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to get ready for their intended use or sale, are added to the
cost of those assets, until such time as the assets are substantially ready for their intended use or sale.

To the extent that variable rate borrowings are used to finance a qualifying asset and are hedged in an effective cash
flow hedge of interest rate risk, the effective portion of the derivative is recognised in other comprehensive income

and reclassified to profit or loss when the qualifying asset affects profit or loss. To the extent that fixed rate
borrowings are used to finance a qualifying asset and are hedged in an effective fair value hedge of interest rate risk,

the capitalised borrowing costs reflect the hedgedinterest rate.

Investment income earned on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
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Notesto the consolidated financial statements
forthe yearended 31December 2025 (continued)

3. Material accounting policies (continued)

Taxation

The income tax expense represents the sum of the tax currently payable and deferred tax.
Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in
profit orloss becauseit excludesitems of income or expense that are taxable or deductiblein other years andit further

excludes items that are never taxable or deductible. The Group’s liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the end of the reporting period.

A provision is recognised for those matters for which the tax determination is uncertain but it is considered probable
that there will be a future outflow of funds to a tax authority. The provisions are measured at the best estimate of the
amount expected to become payable. The assessment is based on the judgement of tax professionals within the
Company supported by previous experience in respect of such activities and in certain cases based on specialist
independent tax advice.

Deferred tax

Deferredtaxis the tax expected to be payable or recoverable on differences between the carrying amounts of assets
and liabilities in the financial statements and the corresponding tax bases used in the computation of taxable profit,
andis accountedfor using theliability method. Deferred tax liabilities are generally recognised for all taxable temporary
differences and deferredtaxassets arerecognisedto the extentthatitis probable that taxable profits willbe available
against which deductible temporary differences can be utilised. Such assets and liabilities are not recognised if the
temporary difference arises from the initial recognition (other than in a business combination or for transactions that
give rise to equal taxable and deductible temporary differences) of other assets and liabilities in a transaction that
affects neither the taxable profit nor the accounting profit. In addition, a deferred tax liability is not recognised if the
temporary difference arises from the initial recognition of goodwiill.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries and
associates, and interests in joint ventures, except where the group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not reverse in the foreseeable future. Deferred tax
assets arising from deductible temporary differences associated with such investments and interests are only
recognised to the extent that it is probable that there will be sufficient taxable profits against which to utilise the
benefits of the temporary differences and they are expected toreverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent thatitis no
longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the
assetisrealised based on tax laws and rates that have been enacted or substantively enacted at the reporting date.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the
manner in which the group expects, at the end of the reporting period, to recover or settle the carrying amount of its
assets and liabilities.
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3. Material accounting policies (continued)
Taxation (continued)

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities and when they relate toincome taxes levied by the same taxation authority and the group
intends to settleits current tax assets and liabilities on a net basis.

Current tax and deferred tax for the year

Current and deferred tax are recognised in profit or loss, except when they relate to items that are recognisedin
other comprehensive income or directly in equity, in which case the current and deferred tax are also recognisedin
other comprehensive income or directly in equity respectively. Where current tax or deferred tax arises from the
initial accounting for a business combination, the tax effectisincludedin the accounting for the business

combination.
3.8 Investment properties

Investment properties are properties held to earn rentals and/or for capital appreciation including properties under
construction for such purposes. Investment properties are measuredinitially at cost, including transaction costs. Cost
includes the cost of replacing part of an existinginvestment property at the time that costisincurredif 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 stated at fair value, which reflects market conditions at the reporting date.
Gains or losses arising from changes in the fair values of investment properties are included in the profit or loss in the

year in which they arise.

Investment properties are derecognised when either they have been disposed of or when the investment property is
permanently withdrawn from use and no future economic benefitis expected fromits disposal. Any gains or losses on
theretirement or disposal of aninvestment property (calculated as the dif ference between the net disposal proceeds

and the carrying amount of the asset) are recognisedin the profit or loss in the period of retirement or disposal.

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 accountingis 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 broker’s quotes.

3.9 Propertyandequipment

Property and equipment are stated at cost less accumulated depreciation and any accumulated impairment losses.
Historical cost includes expenditure that is directly attributable to the acquisition of the items. Subsequent costs are
included in the asset’s carrying amount or recognized as a separate asset, as appropriate, only whenitis probable that
future economic benefits associated with the item will flow to the Bank and the cost of the item can be measured
reliably. Allother repairs and maintenance are charged to the income statement during the financial periodin which they

areincurred.
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3. Material accounting policies (continued)

3.9 Propertyand equipment (continued)

Freehold land and capital work in progress are not depreciated.

Depreciationis recognised so as to write of f the cost of assets or valuation of assets (other than land and capital work

in progress), less their residual values over their useful lives, using the straight-line method, over the estimated useful
lives of the respective assets, as follows:

Years
Properties for ownuse 20-50
Furniture, fixtures, equipment and vehicles 4-15
Improvements to freehold properties and others 5-10

The estimated useful lives, residual values and depreciation method are reviewed at each year end, with the effect of
any changes in estimate accounted for on aprospective basis.

Anitem of property and equipment is derecognised upon disposal or when no future economic benefits are expected
to arise from the continued use of the asset. Any gain or loss arising on the disposal or retirement of an item of
property and equipment is determined as the difference between the sales proceeds and the carrying amount of the

assetandisrecognisedin the consolidated statement of profit or loss.

Capital work-in-progress are carried at cost, less any recognisedimpairment loss. Costincludes professional fees and,
for qualifying assets, borrowing costs capitalisedin accordance with the Group's accounting policy. Such properties are
classified to the appropriate categories of property and equipment when completed and ready for intended use.
Depreciation of these assets, on the same basis as other property assets, commences when the assets are ready for
theirintended use.

3.10Impairment of non-financial assets

At the end of each reporting period, the Group reviews the carrying amounts of its non-financial assets to determine
whether there is any indication that those assets have suffered animpairment loss. If any such indication exists, the
recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any). When it
isnot possible to estimate therecoverable amount of anindividual asset, the Group estimates the recoverable amount
of the cash-generating unit to which the asset belongs. When a reasonable and consistent basis of allocation can be
identified, corporate assets are also allocated to individual cash-generating units, or otherwise they are allocated to

the smallest group of cash-generating units for which a reasonable and consistent allocation basis can be identified.

Intangible assets with an indefinite useful life are tested for impairment at least annually and whenever there is an

indication at the end of areporting period that the asset may be impaired.

Recoverable amountis the higher of fair value less costs to selland valueinuse. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset for which the estimates of future cash

flows have not been adjusted.
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3. Material accounting policies (continued)
3.10 Impairment of non-financial assets (continued)

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment loss is
recognised immediately in the consolidated statement of profit or loss, unless the relevant asset is carried at a
revalued amount, in which case the impairment loss is treated as a revaluation decrease and to the extent that the
impairment loss is greater than the related revaluation surplus, the excess impairment loss is recognised in profit or
loss.

When an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating unit) is
increased to therevised estimate of its recoverable amount, such that the increased carryingamount does not exceed
the carrying amount that would have been determined had no impairment loss been recognised for the asset (or cash-
generatingunit) in prior years. A reversal of animpairment loss is recognised immediately in profit or loss to the extent
that it eliminates the impairment loss which has been recognised for the asset in prior years. Any increase in excess of

this amount is treated as arevaluationincrease.
3.11 Intangible assets

Intangible assets consists of software which are stated at cost less amortisation and any accumulated impairment
losses. Amortisationis charged onastraightlines over the estimatedusefullives of 5 to 10 years. The estimated useful
lives, residual values and amortisation method are reviewed at each year end, with the effect of any changes in

estimate accounted for on a prospective basis.
3.12 Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as aresult of a past event, it
is probable that the Group will be required to settle the obligation, and a reliable estimate can be made of the amount
of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the reporting date, taking into account the risks and uncertainties surrounding the obligation. Where a
provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is the

present value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third
party, the receivable is recognised as an asset if it is virtually certain that reimbursement will be received and the

amount of the receivable can be measured reliably.
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3. Material accounting policies (continued)
3.13 Financialinstruments

Financial assets and financial liabilities are recognised when the Group becomes a party to the contractual provisions
of theinstrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition orissue of financial assets and financialliabilities (other than financial assets and financial
liabilities at fair value through profit and loss) are added to or deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition. Transaction costs directly attributable to the acquisition of
financial assets or financial liabilities at fair value through profit andloss are recognised immediately in the consolidated
statement of profit orloss. Immediately afterinitial recognition, an expected creditloss (“ECL") allowanceis recognised
for financial assets measured at amortised cost and investments in debt instruments measured at FVTOCI, as
described in note 43, which results in an accounting loss being recognised in profit or loss when an asset is newly
originated.

When the fair value of financial assets and liabilities differs from the transaction price on initial recognition, the entity

recognises the difference as follows:

a) When the fair value is evidenced by a quoted price in an active market for anidentical asset or liability (i.e. a Level
1 input) or based on a valuation technique that uses only data from observable markets, the difference is

recognisedasagainorloss.

b) In all other cases, the difference is deferred and the timing of recognition of deferred day one profit or loss is
determinedindividually. It is either amortised over the life of the instrument, deferred until the instrument’s fair
value can be determined using market observable inputs, or realised through settlement.

Afterinitial recognition, the deferred gain or loss will be released to profit or loss on arational basis, only to the extent

that it arises from a change in a factor (including time) that market participants would take into account when pricing

the asset or liability.
i) 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 asloans and government

and corporate bonds.



Mashreqbank PSC Group 30

Notesto the consolidated financial statements
forthe yearended 31December 2025 (continued)

3.

Material accounting policies (continued)

3.13 Financialinstruments (continued)

3.13.1Financial assets (continued)

i) Classification of financial assets (continued)

Debt instruments:

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:

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

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

All other financial assets except for debt instruments carried at amortized cost 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 carryingamount of these assets is adjusted by any expected credit

loss allowance recognized and measured as describedin Note 43.

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. Movements 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 OClis 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 ona debt investment thatis subsequently measured at
fair value through profit orloss andis not part of ahedgingrelationshipis recognizedin profit orloss and presented
inthe statement of profit orloss within ‘Net investmentincome’in the periodin whichit arises, unlessit arises from
debt instruments that were designated at fair value or which are not held for trading, in which case they were

presented separatelyin ‘Netinvestmentincome’.
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3. Material accounting policies (continued)
3.13 Financialinstruments (continued)
3.13.1Financial assets (continued)

i) 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 objectiveis solely to collect the contractual cash flows from the assets oris 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 modelis 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 abasiclendingarrangementi.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 entirety when determining whether their cash flows

are solely payment of principal andinterest.

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 veryinfrequent and there were no material reclassification during the year.

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 aresidualinterestin theissuer’s net

assets. Examples of equityinstrumentsinclude basic ordinary shares.

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 policyis 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 OCl and are not subsequently reclassified to profit or loss, including on disposal. On
disposal of these equity investments, any related balance within the FVTOCI reserve is reclassified to retained
earnings. Impairmentlosses (and reversal of impairment losses) are not reported separately from other changesin fair
value. Dividends, when representing a return on such investments, continue to be recognized in profit or loss as other

income when the Group’s right to receive payments is established.
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3. Material accounting policies (continued)
3.13 Financialinstruments (continued)
3.13.1Financial assets (continued)

Amortised cost and effective interest method

The amortised costis 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 rateis the rate that exactly discounts estimated future cash payments or receipts through the
expected|life of the financial asset or financialliability to the gross carryingamount 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 areintegral 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 recognizedin profit orloss.

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 effectiveinterestrate to their amortised cost (i.e. net of the expected creditloss provision).
i) Impairment of financial assets

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 aloss allowance for suchlosses at each reporting date. The measurement
of ECL reflects:

= Anunbiased and probability-weighted amount that is determined by evaluating a range of possible outcomes;
= The time value of money; and

= Reasonable and supportableinformation thatis available without undue cost or effort at the reportingdate about

past events, current conditions and forecasts of future economic conditions.

Further, the Group also considers relevant regulatory requirements, in the context of the alignment of those
requirements with IFRS, in the estimation of ECL inrespect of Stage 3 exposures.

Note 43 provides more detail of how the expected credit loss allowance is measured.
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3. Material accounting policies (continued)
3.13 Financialinstruments (continued)
3.13.1Financial assets (continued)

(i)  Modification of loans

The Group sometimes renegotiates or otherwise modifies the contractual cash flows of loans to customers. Where
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 are introduced, such as a profit share / equity based return that substantially
affects therisk profile of the loan.

= Significant extension of the loan term when the borrower is not in financial dif ficulty.
=  Significant changein theinterestrate.
= Changeinthe currency the loanis denominated in.

= Insertion of collateral, other security or credit enhancements that significantly affect the credit risk associated
with the loan.

If the terms are substantially dif ferent, 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 recognizedis 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 carryingamount based on the revised cash flows of the financial asset and recognizes
a modification gain or loss in profit or loss. The new gross carrying amount is recalculated by discounting the modified

cash flows at the original effective interestrate.
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.
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3.13 Financialinstruments (continued)
3.13.1Financial assets (continued)

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
andrewards.

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 predetermined repurchase price, and the criteria for derecognition are therefore not met. This also applies to
certain securitisation transactions in which the Group retain a subordinated residual interest.

3.13.2 Financialliabilities
Classification and subsequent measurement

Financial liabilities (including deposits and balances due to banks, repurchase agreements with banks, medium term
loans, subordinated debt and customer deposits) are initially recognised as 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 orloss 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 changesin the credit risk of the liability are also presentedin profit or loss;

=  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 andloan commitments.
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3.13.2 Financial liabilities (continued)
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 Accounting Standards) 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.

3.13.3 Financial guarantee contracts andloan 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
IFRS15.

Loan commitments provided by the Group are measured as the amount of the loss allowance (calculated as described
inNote 43).
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3.13.4 Foreign exchange gains andlosses

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

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

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

= forfinancial 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 recognisedin the consolidated statement of profit or loss.

3.14 Offsetting of financial assets andliabilities

Financial assets andliabilities are offset andreported netin the consolidated statement of financial position only when
thereis alegally enforceableright to set of f the recognised amounts or when the Groupintends to settle onanetbasis,

or torealise the asset and settle the liability simultaneously.
3.15 Derivative financialinstruments

The Group deals with derivatives such as forward foreign exchange contracts, interest rate futures, forward rate
agreements, currency and interest rate swaps, currency and interest rate options (both written and purchased).
Further details of derivatives financial instruments are disclosed in Note 41. Derivatives are initially recognised at fair
value at the date the derivative contracts are entered into and are subsequently remeasured to their fair value at the
end of each reporting period. The resulting gain or loss is recognised in consolidated statement of profit or loss
immediately unless the derivative is designated and effective as a hedging instrument, in which event the timing of the
recognition in the consolidated statement of profit or loss depends on the nature of the hedge relationship. All
derivatives are carried at their fair values as assets where the fair values are positive and as liabilities where the fair
values are negative. Fair values are generally obtained by reference to quoted market prices, discounted cash flow

models and recognised pricingmodels as appropriate.

Derivatives are not offset in the financial statements unless the Group has both a legally enforceable right and

intention to offset.

The group entersinto a variety of derivative financialinstruments to manage its exposure to interest rate and foreign
exchange rate risks, including foreign exchange forward contracts, options and interest rate swaps. Further details of

derivative financial instruments are disclosed innote 41.
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Derivatives are recognised initially at fair value at the date a derivative contractis enteredinto and are subsequently
remeasured to their fair value at each reporting date. The resulting gain or loss is recognisedin the statement of profit
orlossimmediately unless the derivative is designated and effective as ahedginginstrument, in which event the timing
of the recognitionin profit or loss depends on the nature of the hedge relationship.

A derivative with a positive fair value is recognised as a financial asset whereas a derivative with a negative fair value is
recognised as a financial liability. Derivatives are not offset in the financial statements unless the group has both a
legally enforceable right andintention to of fset.

(a) Embedded derivatives

Derivatives embedded in non-derivative host contracts that are not financial assets within the scope of IFRS @
Financial Instruments (e.g. financial liabilities) are treated as separate derivatives when their risks and characteristics
are not closelyrelated to those of the host contracts and the host contracts are not measured at FVTPL.

3.16 Hedge accounting

The Group designates certain hedginginstruments, which include derivatives and non-derivatives inrespect of foreign
currency risk, as either fair value hedges or hedges of net investments in foreign operations. Hedges of foreign

exchange risk on firm commitments are accounted for as cash flow hedges.

At theinception of the hedge relationship, the Group documents the relationship between the hedginginstrument and
the hedged item, along with its risk management objectives and its strategy for undertaking various hedge
transactions. Furthermore, at the inception of the hedge and on an ongoing basis, the Group documents whether the
hedginginstrument s highly effective in offsetting changesin fair values or cash flows of the hedgeditem attributable
to the hedgedrisk.

Note 41 sets out details of the fair values of the derivative instruments used for hedging purposes.
Cash flow hedges

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedgesis
recognisedin the consolidated statement of comprehensive income and accumulated under the heading of cash flow
hedging reserve. The gain or loss relating to the ineffective portion is recognised immediately in consolidated

statement of profit or loss, and is includedin the other income line item.

Amounts previously recognised in the consolidated statement of comprehensive income and accumulated in equity
are reclassified to consolidated statement of profit or loss in the periods when the hedged item affects in the
recognition of a non-financial assets or a non-financial liability, the gains and losses previously recognised in
consolidated statement of comprehensive income and accumulated in equity are transferred from equity andincluded

in the initial measurement of the cost of the non-financial asset or non-financial liability.
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3.16 Hedge accounting (continued)

Hedge accounting is discontinued when the Group revokes the hedging relationship, when the hedging instrument
expires or is sold, terminated, or exercised, or when it no longer qualifies for hedge accounting. Any gain or loss
recognisedin the consolidated statement of comprehensive income and accumulated in equity at that time remainsin
equity and is recognised when the forecase transaction is ultimately recognised in the consolidated statement of
profit or loss. When a forecast transaction is no longer expected to occur, the gain or loss accumulated in equity is
recognised immediatelyin the consolidated statement of profit or loss.

Hedges of net investments in foreign operations

Hedges of net investments in foreign operations are accounted for similarly to cash flow hedges. Any gain or loss on
the hedging instrument relating to the effective portion of the hedge is recognised in the consolidated statement of
comprehensive income and accumulated under the heading of cumulative translation reserve. The gain or loss relating
to theineffective portionis recognised immediately in the consolidated statement of profit or loss.

Gains and losses on the hedging instrument relating to the effective portion of the hedge accumulated in the
cumulative translation reserve are reclassified to the consolidated statement of profit or loss on the disposal of the

foreign operation.
3.17 Insurance contracts

To allocate individual insurance contracts to groups of contracts, an entity first needs to define portfolios which
include contracts with similar risks and that are managed together. These portfolios are to be subdivided into groups
of contracts on the basis of profitability and annual cohorts. IFRS 17 consists of 3 measurement models:

=  The general measurement model (GMM), also known as the buildingblock approach, consists of the fulfilment cash
flows and the contractual service margin (CSM).

=  The variable fee approach (VFA) is a mandatory modification of the general measurement model regarding the
treatment of the contractual service margin in order to accommodate insurance contracts with direct

participating features.

=  The premium allocation approach is an optional simplified approach for the measurement of the liability for
remaining coverage. An entitymay choose to use when the premium allocation approach provides ameasurement
whichis not materially different from that under the generalmeasurement model or if the coverage period of each
contractin the group of insurance contractsis one year orless. Under the premium allocation approach, the liability
for remaining coverage is measured as the amount of premiums received net of acquisition cash flows paid, less
the netamount of premiums and acquisition cash flows that have beenrecognizedin profit orloss over the expired

portion of the coverage period based on the passage of time.

The measurement of the liability for incurred claims is identical under all three measurement models, apart from the
determination of locked-in interest rates used for discounting. An explicit risk adjustment for non-financial risk is
estimated separately from the other estimates for the liability for incurred claims. This risk adjustment represents
compensation required for bearing uncertainty about the amount and timing of the cash flows that arises from non-

financial risk. The risk adjustment forms part of the fulfilment cash flows for a group of insurance contracts.
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3. Material accounting policies (continued)
3.17 Insurance contracts (continued)

The Group applies the premium allocation approach (PAA) to groups of insurance contracts thatitissues and groups of
reinsurance contracts thatit holds where the coverage periodis 12 months or less. The Group performed PAA eligibility
assessment for the groups of contracts where the coverage periodis more than 12 months. Based on the assessment
performed, the Group expects all of its contracts to be eligible for PAA measurement model, except for long term
individual life business which will be measured under the GMM. The Group plans to apply the GMM for long termindividual
life insurance policies and the (VFA) for unit linked insurance policies.

The Group does not apply the PAA if, at the inception of the group of contracts, it expects significant variability in the
fulfilment cash flows that would affect the measurement of the liability for the remaining coverage during the period
before aclaimisincurred.

Insurance revenue and insurance service expenses are recognised in the statement of comprehensive income based
on the concept of services provided during the period. The standard requires losses to be recognised immediately on
contracts that are expected to be onerous. For insurance contracts measured under the PAA, it is assumed that
contracts

are not onerous at initial recognition, unless facts and circumstances indicate otherwise. The Group's focus is to grow
a profitable and sustainable business and does not anticipate the recognition of onerous contracts except where the
following have beenidentified:

=  Relevant pricing decisions.
= Initial stages of a newbusiness acquired where the underlying contracts are onerous.

=  Anyother strategic decisions the board considers appropriate.

Insurance acquisition cash flows

The Group includes insurance acquisition cash flows in the measurement of a group of insurance contracts if they are
directly attributable to either theindividual contractsin a group, the groupitself or the portfolio of insurance contracts
to which the group belongs. The Group estimates, at a portfolio level, insurance acquisition cash flows not directly
attributable to the group but directly attributable to the portfolio. The Group then allocates them to the group of
newly written and renewed contracts on a systematic and rational basis.

Liability for Remaining Coverage (“LRC") adjusted for financial risk and time value of money

For all contracts measured under the PAA, there is no allowance as the premiums are expected to be received within

one year of the coverage period.
Liability for Incurred Claims (“LIC”) adjusted for time value of money

The LICis discounted and adjusted for the time value of money.
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3. Material accounting policies (continued)

3.17 Insurance contracts (continued)

Insurance finance income and expenses

For contracts measured under the PAA, The Group applies the changes in discount rates and other financial changes
within OCI. For contracts measured under the GMM and VFA, the Group includes all insurance finance income or
expenses for the period in profit or loss.

Disaggregation of risk adjustment

The Group disaggregates changes in the risk adjustment for non financial risk between insurance service result and

insurance finance income or expenses.
Discountrates

The Group uses the bottom-up approachfor the groups of contracts measured under PAA and GMM and the top-down
approach for the groups of contracts measured under VFA to derive the discount rates.

Contractboundaries

Under IFRS 17, the measurement of a group of contracts includes all of the future cash flows within the boundaries of
each contractinagroup.

Cash flows are within the boundary of aninsurance contract if they arise from substantive rights and obligations that
exist during the reporting period in which the Group can compel the policyholder to pay the premiums, or in which the
Group has a substantive obligation to provide the policyholder with insurance contract services. A substantive

obligation to provide insurance contract services ends when:

®  The Grouphas the practical ability to reassess therisks of the particular policyholder and, as aresult, canset aprice

or level of benefits that fully reflects thoserisks; or

= Both of the following criteria are satisfied:

i. The Group has the practical ability to reassess therisks of the portfolio of insurance contracts that contain the

contract and, as aresult, can set a price or level of benefits that fully reflects the risk of that portfolio; and

ii. The pricing of the premiums up to the date when the risks are reassessed does not take into account the risks

that relate to periods after the reassessment date

A liability or asset relating to expected premiums or claims outside the boundary of the insurance contract are not

recognised. Such amounts relate to future insurance contracts.
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3.17 Insurance contracts (continued)
Reinsurance contracts held

Reinsurance contracts transfer significant insurance risk only if they transfer to the reinsurer substantially all the
insurance risk relating to the reinsured portions of the underlying insurance contracts, even if a reinsurance contract
does not expose the issuer (reinsurer) to the possibility of a significant loss. Portfolios of reinsurance contracts held
are assessed for aggregation separately from portfolios of insurance contracts issued. The Group aggregates
contracts for which there is a net gain at initial recognition, if any, contracts for which at initial recognition there is no
significant possibility of a net gain arising subsequently, and remaining contracts in the portfolio, if any.

Modification and derecognition
The Group derecognises insurance contracts when:

=  Therights and obligations relating to the contract are extinguished (i.e., discharged, cancelled or expired); or

®=  Thecontractis modified such that the modificationresultsinachangeinthe measurement model, or the applicable
standard for measuring a component of the contract. In such cases, the Group derecognises the initial contract

and recognises the modified contract as a new contract

When a modification is not treated as a derecognition, the Group recognises amounts paid or received for the

modification with the contract as an adjustment to the relevant liability for remaining coverage.

3.18 Islamic financing andinvestment products

In addition to conventional banking products, the Group offers its customers a variety of non-interest based banking
products, which are approved byits Internal Shari'ah Supervision Committee.

Any conventional terminologies that are used only for reasons of legal requirement, explanation and/or clarity will be

considered as replaced withits Shari'ah compliant equivalent and willnot impact the Islamic products or documentation

in terms of their Shari'ah compliance.

Alllslamic banking products are accounted for in conformity with the accounting policies described below:
(i) Definitions

The following terms are used in Islamic financing:

Murabaha

Murabahais a sale of goods with an agreed upon profit mark-up on the cost.

The arrangement is referred to as a Murabaha to the Purchase Orderer where the company sells to a customer a

commodity or an asset, which the company has purchased and acquired, based on a promise received from customer.
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Commodity Murabaha

Commodity Murabahais a financing transaction based on purchase and sale, whereby the bank purchases a commodity
from a broker and sells it to the customer through the Murabaha agreement with a disclosed cost and profit. After
signing the Murabaha agreement, the Customer sells the commodity to another broker through the bank, which acts as
the Customer’s messenger.

ljarah

ljarahis a contract, or part of contractual agreement, that transfers the usufruct of an asset (the underlying asset) for
a period of time in exchange for an agreed consideration, from lessor (the owner of underlying asset i.e. the company)
to alessee (the customer).

This may involve a hybrid ljarah arrangement (known as ljarah Muntahia Bittamleek) which, in addition to the ljarah
contract, includes a promise (by the company) resulting in transfer of the ownership of the underlying asset to the
lessee (the customer) through a sale or gift - independent of ljarah Contract.

Istisna’

Istisna’ is a contract of sale of specified items to be manufactured or constructed, with an obligation on part of the
manufacturer or builder (contractor) to deliver them to the customer upon completion.

Under this arrangement, the Group provides funds to a customer for construction of a real estate and/or
manufacturing of any other assets. Istisna’ requires properly specifying the finished product. The customer is required
to arrange/employ all the resources required to produce the specified asset(s).

Mudarabah

Mudarabahis apartnership in profit whereby one party provides capital (Rab al-Mal) and the other party provides labour
(Mudarib). The Mudarib is responsible for investing such funds in a specific enterprise or activity in return for a pre-
agreed percentage of the Mudarabah profit. In case of loss, the same is borne by Rab-al-Mal. The Mudarib is not liable
for losses except in case of misconduct in respect to Mudarabah fund, negligence and breach of the terms of
Mudarabah contract.

Wakalah

Wakalah is an act of one party (principal) delegating another party (the agent) to perform a permissible activity on his
behalf. This may involve Al-Wakalah Bi Al-Istithmar, in which the Company appoints another person an agent toinvest
its funds with anintention to earn profit, inreturn for a certain fee (alump sum of money or a percentage of the amount
invested). The agent is obliged to return the invested amount in case of default, negligence or violation of any of the

terms and conditions of the Wakalah.
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3.18 Islamic financing andinvestment products (continued)

(ii) Accountingpolicy

Islamic financing and investment products are measured at amortised cost, using the effective profit 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 flow through the expected life of the financial asset or liability, or, where
appropriate, a shorter period. Allowance for impairment is made against Islamic financing and investment products
when their recoveryis in doubt taking into consideration IFRS requirements. Islamic financing and investment products
are written of f only when all possible courses of action to achieve recovery have proved unsuccessful.

(i) Revenuerecognition policy

Income fromIslamic financing and investing assets are recognised in the consolidated statement of profit orloss using
the effective profit method.

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

Murabaha

Murabaha income is recognised on effective profit rate basis over the period of the contract based on the balance
outstanding.

Commodity Murabaha

Murabaha income is recognised on effective profit rate basis over the period of the contract based on the balance
outstanding.

ljarah

liarahincomeis recognised on effective profit rate basis over the lease term.

Mudarabah

Income or losses on Mudarabah financing are recognised on an accrual basis if they can be reliably estimated.
Otherwise, income is recognised on distribution by the Mudarib, whereas the losses are charged to income on their
declaration by the Mudarib.

Wakalah

Estimated income from Wakalah is recognised on an accrual basis over the period, adjusted by actual income when
received. Losses are accounted for on the date of declaration by the agent.
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3.18 Islamic financing andinvestment products (continued)
(iv) Islamic customers’deposits anddistributions to depositors

Islamic customers’ deposits are initially measured at fair value which is normally consideration received net of directly
attributable transaction costsincurred, 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 Internal Shari'ah Supervision Committee.

(v) Profitcalculation, asset allocation, mechanics of equalization of returns investment account holders

- The Group has invested all the funds generated from Investment Account Holders in the Financing done by way
of Shari'ah compliant structures including Murabaha , Commodity Murabaha, Wakala & ljarah, and the returns are
managed by the Bank in a central profit pool. Subsequently the profits are allocated to Investment Account
Holders using the Internal Shariah Supervisory Committee approved profit allocation mechanism for Investment
Account Holders.

- Profit Equalization Reserve: The Bank maintains a Profit Equalization Reserve (PER) for the purpose of
smoothening the returns to the Mudarabah account holders. The PER is deducted from Mudarabah income
before deduction of the Bank’s share.

- Investment Risk Reserve: The Bank maintains anInvestment Risk Reserve (IRR) for the purpose of protecting the
Mudarabah account holders from any investment losses in the future. The IRR is deducted from Mudarabah
income after deduction of the Bank's share.

3.19 Provision for employees’ end of serviceindemnity

Provisionis made for the employees' end of service indemnity in accordance with the UAE labour law for their periods
of service up to the financial position date. In addition, in accordance with the provisions of IAS 19, management has
carried out an exercise to assess the present value of its obligations at the reporting date, using the projected unit
credit method, in respect of employees’ end of service benefits payable under the UAE Labour Law. The expected
liability at the date of leaving the service has been discounted to net present value using an appropriate discount rate
based on management’s assumption of average annual increment/promotion costs. The present value of the
obligationas at 31December 2025is not materially different from the provision computedin accordance with the UAE

Labour Law.

The provision arisingis disclosed as ‘provision for employees’ end of service indemnity’in the consolidated statement

of financial position under ‘other liabilities’ (Note 18).

Pension and national contribution for UAE citizens are made by the Group in accordance with Federal LawNo. 7 of 1999

and no further liability exists.
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3.20 Acceptances

Acceptances are recognised as a financial liability in the consolidated statement of financial position with a contractual
right of reimbursement from the customer as a financial asset. Therefore, commitments in respect of acceptances
have been accounted for as financial assets and financial liabilities.

3.21Cash 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 UAE Central Bank (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. Criticalaccountingjudgements and key sources of estimation uncertainty

In the application of the Group’s accounting policies, which are described in Note 3, management is required to make
judgments, estimates and assumptions about the carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and associated assumptions are based on historical experience and other

factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period or in the period of the

revision and future periods if the revision affects both current and future periods.

Significant areas where management has used estimates, assumptions or exercised judgements are as follows:
4.1 Measurement of the expected creditlossallowance

The measurement of the expected credit loss allowance for financial assets measured at amortised cost and FVTOCI
is an area that requires the use of complex models and significant assumptions about future economic conditions and
credit behaviour (e.g. the likelihood of customers defaulting and the resulting losses). Explanation of the inputs,

assumptions and estimation techniques used in measuring Expected Credit Loss (ECL) is further detailed in note 43.

A number of significant judgements are also required in applying the accounting requirements for measuring ECL, such
as:

- Determining the criteria for significantincrease in credit risk;

. Determining the criteria and definition of default;

. Choosing appropriate models and assumptions for the measurement of ECL, including measurement of ECL for
default exposures;

- Establishing the number and relative weightings of forward-looking scenarios for each type of product/market
and the associated ECL; and

. Establishing groups of similar financial assets for the purposes of measuring ECL.
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4. Criticalaccountingjudgements and key sources of estimation uncertainty
4.2 Fairvalue of financialinstruments

Where the fair values of financial assets and financial liabilities recorded on the consolidated statement of financial
position cannot be derived from active markets, they are determined using a variety of valuation techniques that
include the use of mathematical models. The inputs to these models are derived from observable market data where
possible, but where observable market data are not available, judgment is required to establish fair values. These
include comparison with similar instruments where market observable prices exist, discounted cash flow analysis and

other valuation techniques commonly used by market participants.

4.3 Derivative financialinstruments

Subsequent toinitial recognition, the fair values of derivative financialinstruments measured at fair value are generally
obtained by reference to quoted market prices, discounted cash flow models, recognised market accepted pricing
models and from counterparty statements. When prices are not available, fair values are determined by using valuation
techniques which refer to observable market data. These include comparison with similar instruments where market
observable prices exist, discounted cash flow analysis and other valuation techniques commonly used by market
participants.

4.4 Theultimateliability arising from claims made underinsurance contracts

The estimation of ultimate liability arising from the claims made under insurance contracts is the Group’s most critical
accounting estimate. There are sources of uncertainty that need to be considered in the estimate of the liability that
the Group willeventually pay for such claims. Estimates have to be made at the end of thereportingperiod for both the
expected ultimate cost of claims reported and for the expected ultimate cost of claims incurred but not reported
("IBNR"). Liabilities for unpaid reported claims are estimated using the input of assessments for individual cases
reported to the Group and management estimates based on past claims settlement trends for the claims incurred but
not reported. At the end of each reporting period, prior year claims estimates are reassessed for adequacy and
changes are made to the provision.

4.5 Classification of the Equity Tier TinstrumentunderlAS 32

The Bank hasissued Additional Tier 1(AT1) capital securities listed on the Luxembourg Stock Exchange, which have been
classified as equity in accordance with IAS 32: Financial Instruments - Classification. The key features of the

instruments are as follows:

®* nofixed date of maturity;
=  payment of interest and/or capital is solely at the discretion of the Bank;
"  theinstruments are subordinated and rank just above the ordinary shareholders; and

= these securities also allow the Bank to write-down (in whole or in part) any amounts due to the holdersin the event

of non-viability with the approval of CBUAE.

The determination of equity classification of these instruments requires significant judgement as certain clauses,
particularly the "Events of Default”, require interpretation. The Directors, after factoringin the clauses relating to the
write-down, non-payment and subordinationin the instrument offeringdocument consider that the Bank willnotreach
the point of insolvency before a write-down is affected due to a non-viability event. Accordingly, such clauses were
assessed for the purpose of determining the debt vs equity classification and appropriate independent advice was
obtained in forming judgement around this matter.
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5. Cashandbalanceswithcentralbanks
a) The analysis of the Group’s cash and balances with central banks is as follows:
2025 2024
AED’000 AED’000
Cashonhand 1,864,835 1,762,079
Balances with central banks:
Current accounts and other balances 13,129,777 23,620,228
Statutory deposits 18,137,671 14,810,201
Certificates of deposit 400,000 400,000
33,532,283 40,592,508
b) The geographical analysis of the cash and balances with central banks is as follows:
2025 2024
AED’000 AED'O00
Within the UAE 25,819,057 23,209,145
Outside the UAE 7,713,226 17,383,363
33,532,283 40,592,508

c¢) The Group is required to maintain statutory deposits with various central banks on demand, time and other
deposits as per the statutory requirements. The statutory deposits are not available for use in the Group’s day-
to-day operations. Cash on hand and current account balances are non-interest-bearing. Certificate of deposits

are at an averageinterest rate of 3.96% (31 December 2024: 4.93%) per annum.

6. Loansandadvancestobanks

a) The analysis of the Group’s Loans and advances to banks is as follows:

2025 2024
AED’'000 AED'0O00

Demand 3,627,109 5,067,842
Time 62,182,977 47,322,099
65,810,086 52,389,941

Less: Allowance forimpairment (89,024) (118,337)
65,721,062 52,271,604
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6. Loansandadvances tobanks (continued)

b) The aboverepresentloansandadvances to:

Banks within the UAE
Banks outside the UAE

Less: Allowance for impairment

c¢) Allowance forimpairment movement:

At beginning of the year
Reversal during the year (Note 31)
Exchange and other adjustments

At end of the year

7. Otherfinancial assets

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

Financial assets measured at fair value

i)  Financial assets measured at fair value through profit and loss (FVTPL):

Debt securities
Equities
Quoted

Unquoted

Funds

48
2025 2024
AED’000 AED'000
9,991,392 6,669,039
55,818,694 45,720,902
65,810,086 52,389,941
(89,024) (118,337)
65,721,062 52,271,604
2025 2024
AED’000 AED'000
118,337 139,399
(29,516) (16,553)
203 (4,509)
89,024 118,337
2025 2024
AED’000 AED'000
2,651,274 895,716
1,005 23,689
1,101 1,032
1,349,908 1,326,137
4,003,288 2,246,574
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7. Otherfinancial assets (continued)

i)  Financial assets measured at fair value through other comprehensive income (FVTOCI):

Debt securities

Equities
Quoted
Unquoted

Funds

Less: Allowance for Impairment

Total financial assets measured at fair value (A)

i) Securities measured at amortised cost:

Debt securities

Less: Allowance forimpairment
Total securities measured at amortised cost (B)

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

b) The geographical analysis of other financial assetsis as follows:

Within the UAE
Outside the UAE

Less: Allowance forimpairment

49
2025 2024
AED’000 AED'000
15,912,709 23,012,440
933,929 755,933
87,544 79,946
524,652 243418
17,458,834 24,091,737
(4,624) (10,777)
21,457,498 26,327,534
2025 2024
AED’000 AED'000
28,924,027 9,827,791
(17,723) (30,674)
28,906,304 9,797,117
50,363,802 36,124,651
2025 2024
AED’000 AED'000
18,911,578 21,354,085
31,474,571 14,812,017
50,386,149 36,166,102
(22,347) (41,451)
50,363,802 36,124,651
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7. Otherfinancial assets (continued)

c) Theanalysis of other financial assets byindustry sector is as follows:

2025 2024
AED'000 AED'000

Government and public sector 29,098,830 15,301,030

Commercial and business 6,405,954 2,314,148

Financial institutions 14,881,365 18,550,924

Total 50,386,149 36,166,102

Less: Allowance forimpairment (22,347) (41,457)

50,363,802 36,124,651

d) The movement of the allowance for impairment of other financial assets measured at amortised cost and other
comprehensive income during the year was as follows:

2025 2024
AED’'000 AED’000

At the beginning of the year 41,451 54,152

Reversal during the year (Note 31) (19,078) (12,687)

Exchange and other adjustments (26) (14)

Atendof theyear 22,347 41,451

e) The fair value of securities measured at amortised cost amounted to AED 29 billion as of 31 December 2025 (31
December 2024: AED 9.54 billion) (Note 43).

f) At 31 December 2025, certain financial assets measured at amortized cost, financial assets measured at fair
value included debt securities with an aggregate carrying value of AED 6,903 million (fair value of AED 7,025
million) [31 December 2024: Carrying value of AED 1,279 million (fair value of AED 1,310 million)] which were
collateralized as at that date against repurchase agreements with banks (“Repo”) of AED 5,981 million
(31December 2024: AED 1,169 million).

g) During the year ended 31 December 2025, the Group has reviewed its portfolio and sold certain other financial
assets measured at amortized cost, resulting in a gain of AED 28 million (31 December 2024: Gain of AED 0.26
million) on the sale.

h) As of 31 December 2025, there are no significant concentrations of credit risk for debt securities measured at

amortised cost. The carrying amount reflected above represents the Group’s maximum exposure for credit risk
for such assets.

During the year ended 31 December 2025, dividends received from financial assets measured at FVTOCI
amounting to AED 86 million (31 December 2024: AED 66 million) were recognized as netinvestmentincomein the
consolidated statement of profit or loss (Note 29).
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j)  Asof31December 2025, change in fair value of other financial assets measured at FVTPL resulted in gain of AED
14 million (31 December 2024: gain of AED 16 million) and was recognized as investment income in the
consolidated statement of profit or loss (Note 29).

k) Asof 31December 2025, change in fair value of other financial assets measured at FVTOCI resulted in a gain of
AED 369 million (31 December 2024: loss of AED 233 million) and was recognised in the consolidated statement
of comprehensive income. The realised gain in respect of FVTOCI debt securities was AED 106 million during the
year 2025 (31December 2024: 38 million) and was recognised in consolidated statement of profit and loss.

I)  During the year ended 31 December 2025, the Group purchased and disposed equity shares amounting to AED
469 million (31 December 2024: AED 522 million) and AED 289 million (31 December 2024: AED 489 million),

respectively.

8. Loansandadvancesto customers

a) The analysis of the Group’s loans and advances to customersis as follows:

2025 2024
AED’000 AED'000
Loans 129,043,280 96,996,669
Overdrafts 6,434,080 4,024,512
Credit cards 4,091,438 3,666,857
Others 976,813 893,460
Total 140,545,611 105,581,498
Less: Allowance forimpairment (2,474,636) (2,500,652)
138,070,975 103,080,846

b) The analysis of loans and advances to customers by industry sectoris as follows:
2025 2024
AED’000 AED'000
Manufacturing 29,718,606 23,133,877
Construction 11,860,829 8,206,290
Trade 26,674,301 21,960,671
Services 21,265,724 15,632,555
Financial institutions 12,290,713 4,953,676
Personal 14,438,889 10,859,373
Residential mortgage 14,231,620 11,089,651
Government and related enterprises 10,064,929 9,045,405
140,545,611 105,581,498
Less: Allowance forimpairment (2,474,636) (2,500,652)
138,070,975 103,080,846
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8. Loansandadvances to customers (continued)

c) In certain cases, the Group continues to carry certain classified doubtful debts and delinquent accounts on its
books which have been fully provided. Interest is accrued on most of these accounts for litigation purposes only.
As at 31December 2025 and 2024, legal proceedings are pursued for some of these accounts by the Groupinthe
normal course of business.

d) The movements in the allowance forimpairment and suspended interest on loans and advances to customers are

as follows:

2025 2024

AED’'000 AED’000
At beginning of the year 2,500,652 2,624,687
Charge for the year (Note 31) 82,455 58,683
Exchange and other adjustments 11,521 44,032
Written off during the year (119,992) (226,750)
At end of the year 2,474,636 2,500,652

e) Theallowance forimpairmentincludes a specific provision of AED 1,470 million for stage 3loans of the Group as at
31December 2025 (31December 2024: AED 1,585 miillion).

9. Islamicfinancingandinvestment products

a) The analysis of the Group's Islamic financing and investment products is as follows:

2025 2024
AED’000 AED’000
Financing
Murabaha 22,705,013 17,473,260
liarah 3,710,087 3,639,102
26,415,100 21,113,062
Investment
Wakalah 2,476,539 2,898,718
Total 28,891,639 24,011,780
Less:Unearnedincome (2,536,440) (2,259,031)
Allowance forimpairment (77,495) (75,198)

26,277,704

21,677,551
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9. Islamic financing andinvestment products (continued)

b) The analysis of Islamic financing and investment products by industry sector s as follows:

2025 2024

AED’000 AED'000

Manufacturing 5,828,328 3,291,508
Construction 4,886,808 1,205,384
Trade 1,405,820 1,192,918
Services 4,775,126 5,631,988
Financial institutions 893,288 1,214,657
Personal 6,143,713 6,532,409
Residential mortgage 1,230,694 1,035,213
Government and related enterprises 3,727,862 3,207,003
Total 28,891,639 24,011,780
Less: Unearnedincome (2,536,440) (2,259,031)
Allowance forimpairment (77,495) (75,198)
26,277,704 21,677,551

c) Themovementin the allowance forimpairment of Islamic financing and investment products are as follows:

2025 2024

AED’'000 AED'0O00

At beginning of the year 75,198 349,088
Reversal of impairment allowance for the year (Note 31) (5,233) (249,032)
Exchange and other adjustment 7,530 (24,858)
Atendoftheyear 77,495 75198

d) The allowance for impairment includes a specific provision of AED 35 million for stage 3 Islamic financing and
investment exposure of the Group as at 31December 2025 (31December 2024: AED 34 million).

10. Other assets

2025 2024

AED’000 AED’000

Interestreceivable 508,056 212,699
Prepayments 234,193 201,573
Positive fair value of derivatives (Note 41) 1,683,994 2,297,670
Credit cardrelatedreceivables 449,498 395,285
Taxes paidinadvance 262,616 207,333
Commission/income receivable 27,860 56,112
Advances to suppliers/vendors 453,443 308,477
Others 1,236,003 990,326

4,855,663 4,669,475
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11. Investmentproperties

2025 2024
AED’000 AED'000

At fairvalue
At beginning of the year 151,620 502,047
Purchases - -
Changein fair value during the year (Note 30) 33,915 10,426
Sale of investment property (1,600) (360,853)
Atendoftheyear 183,935 151,620

Allof the Group’sinvestment properties are freehold properties andlocatedin the U.A.E these were classified as level
3in the fair value hierarchuy.

Valuation processes

The Group has complied with the requirements of the Insurance Authority Board Decision No. (25) of 2014 with
regards to the valuation of the investment properties and were accounted accordingly for the purpose of financial
reporting. The Group’s investment properties were valued as at 31 December 2025 by independent external
professionally qualified valuers who hold recognized relevant professional qualifications and have recent experience
in the locations and segments of the investment properties valued. The fair value is in accordance with relevant

appraisal and valuation standards issued by the Royal Institute of Chartered Surveyors (“RICS”).

Valuation techniques underlying management’s estimation of fair value

Valuation of the Group’s investment properties was determined using either of Discounted Cash Flow ("DCF”),

Income capitalization method, and sales comparison methods based on the available inputs.

The DCF methodinvolves forecasting future cash flows from the propertybased on precisely stated market-based
assumptions by adopting an appropriate discount rate and capitalization rate. Income capitalization method
considers a market rent that may be achieved based on the comparable evidence and deducting appropriate
maintenance and vacancy rates to derive the Net Rent achievable which then capitalized at an appropriate risk yield
to derive the Fair Value of the subject property. Sales comparison method considers the value of comparable

properties in proximity adjusted for dif ferencesin key attributes such as property size and quality of interior fittings.
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12. Propertyandequipment

Furniture, fixtures, Improvements Capital
Properties equipment to freehold properties Right-of-use work-in-
forownuse andvehicles and others assets progress Total
AED’'000 AED’'000 AED’'000 AED’'000 AED’'000 AED’'000

Cost
At 31December 2023 1,190,954 437,018 274,969 157,901 88,773 2,149,615
Additions during the year - 57,486 27,732 64,819 17,427 167,464
Transfers - 8,033 1,272 - (9,305) -
Disposals/write-offs/elimination (59,692) (43,735) (88,262) (45,013) - (236,702)
At 31December 2024 1,131,262 458,802 215,711 177,707 96,895 2,080,377
Additions during the year 13 73,179 47,949 41,665 21,399 184,205
Transfers - 1,373 78 - (1,451) -
Disposals/write-offs/elimination (2,586) (45,309) (15,976) (32,144) - (96,015)
At 31December 2025 1,128,689 488,045 247,762 187,228 116,843 2,168,567
Accumulateddepreciation andimpairment
At 31December 2023 310,788 259,677 103,930 93,485 - 767,880
Charge for the year (Note 32) 28,839 53,046 34,553 39,005 - 155,443
Disposals/write-offs/elimination (34,837) (37,208) (65,144) (44,417) - (182,306)
At 31December 2024 304,790 274,815 73,339 88,073 - 741,017
Charge for the year (Note 32) 26,664 56,378 28,741 40,207 - 151,990
Disposals/write-offs/elimination (2,493) (43,679) (7,972) (20,421) - (74,565)
At 31December 2025 328,961 287,514 94,108 107,859 - 818,442
Carryingamount
At 31December 2025 799,728 200,531 153,654 79,369 116,843 1,350,125
At 31December 2024 826,472 183,987 142,372 89,634 96,895 1,339,360
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13. Intangible assets

Software
AED’000
Cost
At 31December 2023 657,321
Additions during the year 149,054
Disposals/write-offs/elimination (66,026)
At 31December 2024 740,349
Additions during the year 192,310
Disposals/write-offs/elimination (72,636)
At 31December2025 860,023
Accumulated amortization andimpairment
At 31December 2023 296,710
Charge for the year (Note 32) 122,265
Disposals/write-offs/elimination (52,959)
At 31December 2024 366,016
Charge for the year (Note 32) 142,566
Disposals/write-offs/elimination (71,890)
At31December 2025 436,692
Carrying amount
At31December 2025 423,331
At 31December 2024 374,333
14. Deposits andbalances due tobanks
a) The analysis of deposits and balances due to banks s as follows:
2025 2024
AED’'000 AED’000
Time 26,100,698 28,230,111
Demand 7,827,983 9,289,142
Overnight 4,993,584 5,855,063

38,922,265 43,374,316
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14. Deposits and balances due to banks (continued)

b) Theabove represent deposits and balances due to banks from:

Banks within the UAE
Banks outside the UAE

15. Repurchase agreements with banks

Repurchase agreements

57
2025 2024
AED’000 AED'000
7,297,268 9,554,641
31,624,997 33,819,675
38,922,265 43,374,316
2025 2024
AED’000 AED'000
7,136,046 2,075,517

The above repurchase agreements with banks are at an average interest rate of 4.22% (2024: 5.01%) per annum.

Collateral provided as security against these Repo borrowings are disclosed in Note 7(f) to the consolidated financial

statements.

16. Customers’ deposits

a) The analysis of customers’ depositsis as follows:

Current and other accounts
Savingaccounts
Time deposits

b) Analysis byindustry sector:

Government and public sector
Commercial and business
Personal

Financial institutions

Other

2025 2024
AED’000 AED'000
97,803,841 86,176,336
21,692,457 11,204,167
59,394,883 46,184,290
178,891,181 143,564,793
2025 2024
AED’'000 AED'000
16,265,397 12,778,569
104,358,890 87,186,913
50,636,411 37,249,561
7,314,076 6,198,823
316,407 150,927
178,891,181 143,564,793
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17. Islamic customers’ deposits

a) The analysis of Islamic customers’ deposits is as follows:

Current and other accounts
Saving accounts
Time deposits

58
2025 2024
AED’'000 AED'000
7,692,619 8,267,801
470,336 523,524
17,841,298 8,583,576
26,004,253 17,374,901

The amount under time deposits include AED 16.5 million relating to Investment risk reserve (31 December 2024: AED

15.5 million).

b) Analysis by industry sector:

Government and public sector
Commercial and business
Personal

Financial institutions

¢)  Movementinthe depositors'IRRis given below:

Balance at the beginning of the year

Profit earned onIRR (invested amount)
Addition to theIRR (Transfer)

Amount allocated (from IRR) to the Depositors

Balance at the end of the year

2025 2024
AED’000 AED'000
4,976,157 3,762,282
13,906,323 9,260,731
5,846,608 3,775127
1,275,165 576,761
26,004,253 17,374,901
2025 2024
AED’'000 AED'000
15,480 14,041

349 164

627 1,275

16,456 15,480
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18. Otherliabilities

Interest payable

Negative fair value of derivatives (Note 41)
Accrued expenses

Income receivedin advance

Payordersissued

Provision for employees’ end of service indemnity*
Provision for taxation

Lease liability

Others

Allowance for impairment - of f balance sheet**

59
2025 2024
AED’000 AED'000
1,022,990 1,089,597
1,323,399 1,669,256
1,607,828 1,515,647
486,059 521,473
1,127,962 857,409
323,452 306,838
1,238,512 822,542
67,696 79,702
3,076,634 2,364,916
644,585 471,155
10,919,117 9,698,535

*Provision for employees’ end of service indemnity included AED 277 million (2024: AED 264 million) for estimated

amounts required to cover employees’ end of service indemnity at the reporting date as per UAE Labour Law.

The remaining amount of provision for employees’ end of service indemnity relates to overseas branches and

subsidiaries outside UAE andis computed based on the locallaws and regulations of respective jurisdictions.

**The allowance for impairment on off balance sheet and acceptance during the year ended
31December 2025 amounted to AED 175 million (2024: reversal for impairment of AED 320 million). Refer to note 31.
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19. Borrowings

2025 2024

AED’000 AED'0O00

Medium termnotes (Note 19a) 4,296,832 2,071,501
Subordinated Debt (Notel9b) 1,831,027 1,831,027
Syndicated Borrowings * 7,346,000 -
13,473,859 3,202,528

*Mashreq, on 23 December successfully closed its $2 billion syndicated loan with two tranches, a three-year and a
five-year tranche

a) Mediumtermnotes

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

2025 2024
AED’000 AED'O00
Year
2025 - 699,760
2026 2,387,450 73,460
2027 60,150 96,850
2028 581,599 415,049
2029 792,377 786,382
2030 475,256 -
4,296,832 2,071,501
2025 2024
AED’'000 AED’000
U.S.Dollars 4,104,180 1,369,125
Japanese Yen 23,420 140,340
Singapore Dollars 57,145 53,876
Chinese Yuan 112,087 477,042
South African Rand - 31,118
4,296,832 2,071,501

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

During the year ended 31December 2025, medium-term notes of AED 766 million were redeemed (31December 2024
AED 4 billion).



Mashreqbank PSC Group 61

Notes to the consolidated financial statements
forthe year ended 31December 2025 (continued)

19. Borrowings (continued)

b) Subordinateddebt

InNovember 2022, the Bank issued USS$ 500 miillion of subordinated Tier 2 notes. The notes, which wereissued at are-
offer price and yield of 99.702 and 7.95 per cent, respectively, and with a coupon of 7.875%, are callable after 5.25
years and have a final maturity of 10.25 years. They will rank Pari passu among themselves, rank subordinate and junior
to all senior obligations and rank in priority only to all junior obligations, subject to solvency conditions.

20. Insurance andinvestment contractliabilities andreinsurance contract assets

2025 2024
AED’'000 AED'000
Insurance andinvestment contractliabilities
Liabilities for Incurred Claims (LIC) under Premium Allocation
Approach (PAA)
Present value of their future cashflows 3,775,315 3,786,799
Risk adjustment for non-financial risk 225,157 263,538
4,000,472 4,050,337
Liabilities for Incurred Claims (LIC) not under Premium Allocation
Approach (PAA) 7,894 4782
Liabilities for Remaining Coverage (LRC)
Excludingloss component 1,535,255 1,122,024
Loss component 19,147 22,700
1,554,402 1,144,724
Investment contract liabilities 939,219 987,347
6,501,987 6,187,190
Reinsurance contractassets
Incurred claims for contracts under Premium Allocation Approach
(PAA)
Present value of future cashflows 2,679,264 2,932,498
Risk adjustment for non-financial risk 167,480 208,584
2,846,744 3,141,082
Remaining coverage excludingloss-recovery component 363,147 229,028
Remaining coverage loss recovery component 6,173 5,365
Incurred claims for contracts notunder PAA 6,439 3,673
3,222,503 3,379,148
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21. Issued and paid-up capital and otherreserves

(@) Issuedand paid-up capital

As at 31 December 2025, 200,609,830 ordinary shares of AED 10 each (2024: 200,609,830 ordinary shares of
AED 10 each) were fullyissued and paid up.

Otherreserves:

The movementin thesereservesis as follows:

Insurance
Statutoryand financeincome Impairment Currency Investment
legal General andexpenses reserve - translation revaluation
reserve reserve reserve General* reserve reserve Total

AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
2024

As at1January 1,027,494 312,000 8,454 1,130,000 (134,315) (1,776,385) 567,248
Other

comprehensive

loss - - (736) - (242,447) (252,357) (495,540)
Transfer between

retained earnings

andimpairment

reserve - - - 365,000 - - 365,000
Other movements

[note 21(d)] - - - - (792,605) - (792,605)
Transfer from

investment

revaluationreserve

toretained

earnings - - - - - (3,556) (3,556)

Asat
31December 1,027,494 312,000 7,718 1,495,000 (1169,367) (2,032,298) (359,453)

2025

Asat1January 1,027,494 312,000 7,718 1,495,000 (1169,367)  (2,032,298) (359,453)
Other
comprehensive
(loss)/income - - (2,510) - (53,149) 330,745 275,086
Transfer between

retained earnings

andimpairment

reserve - - - 711,000 - - 711,000

Other movements - 4,771 - - (5,799) - (1,028)
Transfer from

investment

revaluationreserve

toretained

earnings - - - - - 44,227 44,227

Asat
31December 1,027,494 316,771 5,208 2,206,000 (1,228,315) (1,657,326) 669,832
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21. Issued and paid-up capital and otherreserves (continued)

*Impairmentreserve - General

Impairment reserve - General is a non-distributable reserve held to meet provision requirement under Credit Risk
Management Regulation & Standards (CRMS)issued by Central Bank of UAE.

As per CRMS, in case where provision for impairment required by CB UAE (1.5% of Credit Risk Weighted Assets)
exceeds the amount for Stage 1and 2 expected credit loss under IFRS 9, the bank can transfer the excess amountas a
non-distributable impairment reserve in Equity.

2025 2024

AED’000 AED'0O00

Regulatory general provision -under CRMS 3,480,905 2,560,746
Aggregate expected credit loss for stage 1and 2 1,290,709 1,252,699
Impairment reserve - General 2,206,000 1,495,000
As at31December 3,496,709 2,747,699

(b) Statutoryandlegalreserves

In accordance with UAE Federal Law No. 32 of 2021, 10% of net profit for the year is to be transferred to the
statutory reserve. Such transfers to reserves may cease when they reach the levels established by the respective
regulatory authorities (in the UAE, this level is 50% of the issued and paid up share capital). The legal reserve relates
to the Group’s foreign operations. Neither the statutory reserve nor the legal reserveis available for distribution.

(c) Generalreserve

The general reserve is computed pursuant to the Bank’s Articles of Association and can be used for the purposes

determined by the Annual General Meeting.

(d) Currency translation reserve

Exchange differencesrelating to the translation of the results and net assets of the Group’s foreign operations from
their functional currencies to the Group’s presentation currency (i.e. AED), are recognised directly in consolidated
statement of comprehensive income and accumulated in the Currency translation reserve. Gains and losses on
hedginginstruments that are designated as hedginginstruments for hedges of netinvestmentsin foreign operations
are included in the Currency translation reserve. Exchange differences previously accumulated in the Currency
translation reserve (in respect of translating both the net assets of foreign operations and hedges of foreign
operations) are reclassified to the consolidated statement of profit or loss on the disposal or reduction of net equity
via distribution of the foreign operation.
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21. Issued and paid-up capital and otherreserves (continued)

(d) Currency translation reserve (continued)

Included within other movements is an amount of AED 792.61 million relating to the cumulative impact of foreign
currency translation adjustments pertaining to Mashregbank Egypt Branch which has been accounted for during
2024,

(e) Investmentsrevaluation reserve

Investments revaluationreserve shows the effects from the fair value measurement of financial assets measured at
FVTOCI. The changein fair value for the year amounted to a gain of AED 369 million (2024:loss of AED 233 million) and
was reflectedin the consolidated statement of comprehensive income [Note 7(k)].

(f) Dividends on equityinstruments

At the Annual General Meeting of the shareholders held on 27 February 2025, the shareholders approved a cash
dividend of 211% for the year ended 31 December 2024 (31 December 2023: Cash dividend of 185%) of the issued

and paid up capital amounting to AED 4.2 billion (31 December 2023: AED 3.7 billion).

22. Non-controllinginterests

2025 2024
AED’'000 AED'0O00
At beginning of the year 1,067,429 984,431
Share of profit for the year 130,571 100,175
Share of other comprehensive income for the year 37,055 19,113
Dividend paid (32,549) (32,675)
Transaction with non-controllinginterests (121) (3,615)
Atendoftheyear 1,202,385 1,067,429
23. Contingentliabilities and commitments
(@) Theanalysis of the Group’s contingent liabilities and commitmentsiis as follows:
2025 2024
AED’000 AED'0O00
Guarantees 31,121,872 23,677,271
Letters of credit 12,134,413 14,633,158
Commitments for capital expenditure 590,196 444,615

Atendoftheyear 43,846,481 38,755,044




Mashreqbank PSC Group 65

Notes to the consolidated financial statements
forthe year ended 31December 2025 (continued)

23. Contingentliabilities and commitments (continued)

(b) Irrevocable undrawn credit facilities commitments as at 31December 2025 amounted to AED 20.43 billion (2024
AED 14.70 billion).

The analysis of contingent liabilities and commitments by geographic region and industry sector is shown in Note 38
to the consolidated financial statements.

24. Interestincome

2025 2024
AED’000 AED’000
Loans and advances to customers 7,353,956 7,421,609
Loans and advances to banks 3,473,505 3,309,203
Central banks 1,074,340 1,453,681
Securities measured at amortised cost 805,955 427,585
Financial assets measured at fair value 1,251,828 1,659,270
13,959,584 14,271,348
25. Income fromIslamic financing andinvestment products
2025 2024
AED’000 AED’000
Financing
Murabaha 1,186,867 1,071,288
liarah 201,438 243,861
Other 25,273 12,802
1,413,578 1,327,951
Investment
Wakalah 330,616 266,838
Other 161,861 72,079
492,477 338,917

Total 1,906,055 1,666,868
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26. Interest expense
2025 2024
AED’000 AED'000
Customers’ deposits 4,786,674 4,782,745
Deposits and balances due to banks 1,875,355 1,772,232
Medium-termloans 270,424 192,559
Subordinated debt 208,518 144,624
7,140,971 6,892,160

27. Distribution to depositors -Islamic products

This represents the share of income allocated to depositors of the Group. The allocation and distribution to

depositorsis approved by the Group’s Internal Shari'ah Supervision Committee.

28. Net fee and commissionincome

2025 2024
AED’'000 AED'000
Fee and commissionincome
Commissionincome 609,609 574,580
Fees and charges on banking services 1,332,361 1,199,456
Credit cardrelated fees 3,109,626 2,601,110
Others 218,090 184,987
Total 5,269,686 4,560,133
Fee and commission expenses
Commission expense (35,768) (18,021)
Insurance commission (826,696) (675,041)
Credit card related expenses (2,520,050) (2,136,257)
Others (554,136) (266,309)
Total (3,936,650) (3,095,628)
Net fee and commissionincome 1,333,036 1,464,505
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29. Netinvestmentincome

Net realised gain from sale of other financial assets measured at FVTPL
Unrealised gain on other financial assets measured at F\VTPL
[Note 7(j)]
Dividendincome from other financial assets measured at FVTPL
Net realised gain from sale of other financial assets
measured at amortised cost/FVTOCI
Dividendincome from other financial assets measured at FVTOCI
[Note7 (i)]

30. Otherincome, net

Foreign exchange gains

Insurance related income

Gain on disposal of property and equipment
Unrealised (loss)/gain on derivatives

Unrealised gain on investment properties (Note 11)
Others*

67
2025 2024
AED'000 AED'000
115,521 107,720
14,223 16,077
1,015 830
133,309 38,023
86,369 65,926
350,437 228576
2025 2024
AED’000 AED'000
1,412,879 1,093,166
1,143,036 915,778
1,858 12,857
(4,767) 17,248
33,915 10,426
164,674 1,285,036
2,751,595 3,334,5M

*Included within others during 2024 is a capital gain of AED 1,211 million from the sale of 65% of the Bank's direct
interest in IDFAA Payment Service LLC. The Group retains significant influence in IDFAA through 35% indirect

ownership viaits 100 % subsidiary Citrus Ventures Holding Ltd.
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31. Netimpairment charge/(reversal)

Loans and advances to banks [Note 6(c)]

Securities measured at amortised cost [Note 7(d)]

Financial assets measured at FVTOCI [Note 7(d)]

Loans and advances to customers [Note 8(d)]

Islamic financing and investment products [Note 9(c)]

Other assets

Change inimpairment allowance on off-balance sheet items

Loans and advances to customers including Islamic financing and
investment products written off

Recovery of loans and advances to customers including Islamic financing and

investment products previously written of f

32. General and administrative expenses

Salaries and employees related expenses
Depreciation on property and equipment (Note 12)
Amortisation onintangible assets (Note 13)

Social contribution

Others

33. Earnings per share

68
2025 2024
AED’'000 AED’'000
(29,516) (16,553)
(12,951) (14,549)
(6,127) 1,862
82,455 58,683
(5,233) (249,032)
3,198 263,183
174,770 (319,727)
505,576 285,815
(268,007) (175,747)
444,165 (166,065)
2025 2024
AED’'000 AED’'000
2,103,639 2,134,424
151,990 155,443
142,566 122,265
1,133 1,000
1,471,937 1,282,732
3,871,265 3,695,864

The basic earnings per share is calculated by dividing the net profit attributable to owners

weighted average number of ordinary shares inissue during the year:

Profit for the period attributable to owners of the Parent

Less: Coupons paid on Tier one Capital

Net adjusted profit for the period attributable to owners of the parent

Weighted average number of sharesinissue

Basic earnings per share (AED)

of the Parent by the

2025 2024

AED’000 AED'000
6,839,622 8,917,202
(224,512) (159,089)
6,615,110 8,758,113
200,609,830 200,609,830
32.98 43.66
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34. Proposeddividends

The board of Directors has proposed 102% cash dividend for the year ended 31December 2025 at their meeting held
on 02 February2026.

35. Cashand 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:

2025 2024

AED’'000 AED'000

Cashonhand 1,864,835 1,762,079
Current accounts and other balances with central banks 13,129,777 23,620,228
Certificates of deposit maturing within 3 months 400,000 400,000
Loans and advances to banks with original maturity of less than 3 months 16,363,924 13,168,059
31,758,536 38,950,366
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36. Investment in subsidiaries and associate

70

At 31 December 2025 Mashregbank PSC Group (the “Group”) comprises of the Bank and the following direct

subsidiaries:

Place of incorporation Proportion

(orregistration)and of ownership
Name operation interest (%) Principal activity

31December
2025
Subsidiary
Sukoon Insurance (PJSC) United Arab Emirates 64.76% Insurance & reinsurance
Mindscape FZLLC United Arab Emirates 100.00% IT services
Mashreq Securities LLC United Arab Emirates 100.00% Brokerage
Asset and fund
Mashreq Capital (DIFC) Limited United Arab Emirates 100.00% management
Mashreq Al Islami Finance Company (PJSC) United Arab Emirates 99.80% Islamic finance company
Injaz Services FZLLC United Arab Emirates 100.00%  Service provider
Invictus Limited Caymanlslands 100.00%  Special purpose vehicle
Mashreq Global Network Egypt 100.00% Employment services
Mashreq Global Services (SMC Private)
Limited Pakistan 100.00% Employment services
Shorouq Commodities Trading DMCC United Arab Emirates 100.00% Trading
Osool - AFinance Company (PJSC)* United Arab Emirates 100.00% Finance
Mashreq Bank Pakistan Limited Pakistan 100.00% Banking
Neo Ventures Ltd United Arab Emirates 100.00%  Corporate venture capital
company

Citrus Ventures Holding Ltd United Arab Emirates 100.00%  Special purpose vehicle
*Under liquidation.
As at 31 December 2025, the Bank had the following associates

Place of incorporation Proportion

(orregistration) and

of ownership

Name operation interest (%) Principal activity
Associate
Emirates Digital Wallet LLC United Arab Emirates 23.61% Digital wallet service
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37. Relatedparty transactions

a) Certainrelated 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. Suchrelated party transactions are disclosed below.

b) Relatedpartybalancesincludedin the consolidated statement of financial position are as follows:

2025 2024

AED'000 AED’000
Balances with major shareholders
Loans and advances 3,806,448 2,506,660
Deposits/financialinstruments under lien 2,728,359 1,647,558
Letter of credit and guarantees 2,926,918 1,576,704
Balances with directors and key management personnel
Loans and advances 108,723 153,630
Deposits/financialinstruments under lien 216,166 364,947
Letter of credit and gquarantees 6,846 7,212
Balances with associates andjoint venture
Loans and advances 188,267 376,534
Deposits/financialinstruments under lien 10 26,031
Letter of credit and guarantees - 25,000
c) Profitforthe periodincludes related party transactions as follows:
Transactions with major shareholders
Interestincome 281,724 165,175
Interest expense 25,065 11,843
Otherincome 50,571 26,518
Transactions with directors and key management personnel
Interestincome 3,641 6,819
Interest expense 2,100 6,077
Otherincome 138 47
Transactions with associates andjoint venture
Otherincome - 2

d) Key management personnel are those persons having authority and responsibility for planning, directing and

controlling the activities of the Group, directly or indirectly.

e) Compensation of key management personnel comprises of salaries, bonuses and other benefits amounted in
total to AED 86 million (2024: AED 83 million).
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38. Concentration of assets, liabilities and off-balance sheetitems

a) Geographicregions
UAE

Other Middle East countries
O.ECD.

Others

b) Industry sectors
Government and public sector
Commercial and business
Personal

Financial institutions

Others

At 31December

72
31December 2025 31December 2024

Letter of credit Letter of credit
Assets Liabilities and guarantees Assets Liabilities and guarantees
AED’000 AED’000 AED’000 AED'000 AED'000 AED'000
161,959,107 202,274,766 29,113,414 130,570,914 156,584,922 24,647,847
75,557,223 23,738,736 6,582,785 57,309,619 24,811,561 5,227,897
52,867,967 34,723,834 4,118,870 44,447,288 18,370,416 3,394,240
44,249,574 33,319,980 3,441,216 35,125,337 29,906,065 5,040,445
334,633,871 294,057,316 43,256,285 267,453,158 229,672,964 38,310,429
42,708,128 22,679,360 13,134 27,442,105 17,447,048 9,107
120,252,368 130,059,444 32,194,585 85,125,474 101,358,788 28,311,026
35,368,596 58,225,981 472,932 28,538,597 42,411,564 610,069
134,199,110 82,135,745 10,570,134 124,502,618 67,289,402 9,370,531
2,105,669 956,786 5,500 1,844,364 1,166,162 9,696
334,633,871 294,057,316 43,256,285 267,453,158 229,672,964 38,310,429
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39. Segmentalinformation

IFRS 8 - Operating Segments - requires operating segments to be identified on the basis of internal reports about
components of the Group that are reqularly 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
reqularly reviewed by the Group’s CEO (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:

a) Wholesale segment comprises of corporate and commercial banking. It alsoincludes global Financial Institution and
international corporate business. It offers complete suite of corporate banking products such as Trade finance,
contracting finance, project finance, investment banking, cash management, correspondent banking and Islamic
products.

b) The Retail segment includes products and services offered to individuals or small businesses within U.A.E 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 products.

c) The Treasury & Global Markets segment consists of customer flow business and proprietary business and asset
liability management. Customer flow business includes transactions for foreign exchange, derivatives, margin
trading, futures, hedging, investment products, equities brokerage undertaken on behalf of customers. The
customer flow revenues are housed under respective customer segment. The proprietary business includes
trading in FX, fixed income, derivatives and structured credit. Asset liability management includes investments

undertaken on behalf of the Group, capital market issuances and money market placements and borrowing.

d) Insurance & Others consist of the insurance subsidiary, Sukoon Insurance Group whose product offerings include
life, health, motor, marine cargo and hull, aviation, fire and general accident, engineering, liability and personal lines
insurance. It also consists of Head office and certain investments and business lines 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
forimpairment and tax expenses.
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31December 2025
Treasury and global

Wholesale banking Retail markets Insurance &others Total

AED’'000 AED’'000 AED’000 AED’000 AED’'000

Netinterestincome and earnings fromslamic products 3,159,136 2,878,628 1,618,404 485,178 8,141,346

Fee and commission, netinvestment and otherincome 2,030,082 1,734,670 110,555 559,761 4,435,068

Operatingincome 5,189,218 4,613,298 1,728,959 1,044,939 12,576,414
General and administrative expenses (1,342,685) (2,099,493) (178,654) (250,433) (3,871,265)

Operating profit beforeimpairment 8,705,149
Netimpairmentreversal (4441 65)

Profitbefore taxes 8,260,984
Tax expense (1,290,791)

Profitfortheyear 6,970,193

Attributedto:

Owners of the Parent 6,839,622

Non-controllinginterests 130,571

6,970,193

Segment Assets 189,601,258 36,039,901 69,097,389 39,895,323 334,633,871

SegmentLiabilities 140,240,638 101,815,479 34,291,750 17,709,449 294,057,316
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31December 2024
Treasury and global

Wholesale banking Retail markets Insurance & others Total

AED'000 AED'000 AED’000 AED’'000 AED’000

Netinterestincome and earnings fromslamic products 3,435,161 2,844,350 1,423,641 684,959 8,388,111
Fee and commission, netinvestment and otherincome 1,694,102 1,639,344 10,642 1,683,504 5,027,592
Operatingincome 5129,263 4,483,694 1,434,283 2,368,463 13,415,703
General and administrative expenses (1,234,018) (1,946,051) (156,381) (359,414) (3,695,864)
Operating profit beforeimpairment 9,719,839
Netimpairmentreversal 166,065
Profit before taxes 9,885,904
Tax expense (868,527)
Profit for the year 9,017,377

Attributedto:

Owners of the Parent 8,917,202
Non-controllinginterests 100,175
9,017,377

Segment Assets 145,352,620 31,958,290 59,652,552 30,489,696 267,453,158
SegmentLiabilities 120,813,545 74,432,274 22,672,148 1,754,997 229,672,964




Mashreqbank PSC Group 76

Notes to the consolidated financial statements
forthe year ended 31December 2025 (continued)

39. Segmentalinformation (continued)

Geographicalinformation

The Group operates in four principal geographical areas - UAE. (Country of domicile), other Middle East Countries
(Kuwait, Bahrain, Egypt, Qatar and Oman), O.E.C.D. (USA and UK) and other countries (India and Hong Kong).

The Group’s revenue from continuing operations from external customers and information about its non-current

assets by geographical location are detailed below:

Operatingincome

from external customers* Non-current assets**
2025 2024 2025 2024
AED’000 AED’'0O00 AED’000 AED’'000
UAE 9,316,834 12,133,363 1,796,686 1,725,588
Other Middle East countries 2,301,541 793,086 90,693 86,711
OECD. 751,045 349,634 29,577 20,428
Other countries 206,994 139,620 40,435 32,586
12,576,414 13,415,703 1,957,391 1,865,313

*Operating income from external customers is based on the Group’s operational centres.

**Non-current assets include property & equipment, intangible assets and investment properties. The additions to
non-current assets during the year relate to investment properties, property & equipment andintangible assets which
has been disclosed in note 11,12 and 13. Refer to note 12 and 13 for depreciation and amortisation, and note 11 for the
sale of investment property.

Revenue from major products and services

Revenue from major products and services are disclosed in Notes 24, 25, 28, 29 and 30 in the consolidated financial

statements.

Information about major customers

No single customer contributed 10% or more to the Group’s revenue for the year ended 31December 2025 and 2024.
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a) Thetablebelow sets out the Group’s classification of each class of financial assets and liabilities and their carrying

amounts as at 31 December 2025:

FVTPL FVTOCI Amortisedcost Total
AED’000 AED’'000 AED’000 AED’000
Financial assets:
Cash and balances with central banks - - 33,532,283 33,532,283
Loans and advances to banks - - 65,721,062 65,721,062
Financial assets measured at fair value 4,003,288 17,454,210 - 21,457,498
Securities measured at amortised cost - - 28,906,304 28,906,304
Loans and advances to customers - - 138,070,975 138,070,975
Islamic financing and investment products - - 26,277,704 26,277,704
Acceptances - - 10,372,108 10,372,108
Other assets 1,683,994 - 2,201,167 3,885,161
Total 5,687,282 17,454,210 305,081,603 328,223,095
Amortised
FVTPL FVTOCI cost Total
AED'000 AED’'000 AED’'000 AED'000
Financialliabilities:
Deposits and balances due to banks - - 38,922,265 38,922,265
Repurchase agreements with banks - - 7,136,046 7,136,046
Customers' deposits - - 178,891,181 178,891,181
Islamic customers’ deposits - - 26,004,253 26,004,253
Acceptances - - 10,372,108 10,372,108
Borrowings - - 13,473,859 13,473,859
Sukuk Issued - - 1,836,500 1,836,500
Other liabilities 1,323,399 - 7,547,694 8,871,093
Total 1,323,399 - 284,183,906 285,507,305
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b) Thetable below sets out the Group’s classification of each class of financial assets and liabilities and their carrying

amounts as at 31 December 2024:

Financial assets:

Cash and balances with central banks
Loans and advances to banks

Financial assets measured at fair value
Securities measured at amortised cost
Loans and advances to customers

Islamic financing and investment products
Acceptances

Other assets

Total

Financial liabilities:

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

Islamic customers’ deposits
Acceptances

Borrowings

Other liabilities

Total

Amortised
FVTPL FVTOCI cost Total
AED’000 AED'000 AED’000 AED’000
- - 40,592,508 40,592,508
- - 52,271,604 52,271,604
2,246,574 24,080,960 - 26,327,534
- - 9,797,117 9,797,117
- - 103,080,846 103,080,846
- - 21,677,551 21,677,551
- - 3,495,184 3,495,184
2,297,670 - 1,641,831 3,939,501
4544244 24,080,960 232,556,641 261,181,845
- - 43,374,316 43,374,316
- - 2,075,517 2,075,517
- - 143,564,793 143,564,793
- - 17,374,901 17,374,901
- - 3,495,184 3,495,184
- - 3,202,528 3,202,528
1,669,256 - 6,378,425 8,047,681
1,669,256 - 220,165,664 221,834,920
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41.

Derivatives

In the ordinary course of business, the Group utilises the following derivative financialinstruments for both trading and

hedging purposes. These derivative financial instruments are based on observable market inputs -i.e. Level 2:

(a)

Swaps are commitments to exchange one set of cash flows for another. Forinterest rate swaps, counter-parties
generally exchange fixed and floating rate interest paymentsin a single currency without exchanging principal. For
currency swaps, fixed interest payments and principal are exchanged in different currencies. For cross-currency
rate swaps, principal, fixed and floating interest payments are exchanged in different currencies.

Credit Default Swap (CDS) is a swap contract in which the buyer of the CDS makes a series of payments to the
seller and, in exchange, receives a payoff if a debtinstrument goes into default and fails to pauy.

Forwards and futures are contractual agreements to either buy or sell a specified currency, commodity or financial
instrument at a specified price and date in the future. Forwards are customised contracts transactedin the over-
the-counter market. Foreign currency and interest rate futures are transacted in standardised amounts on
regulated exchanges and changes in futures contract values are marked to market daily.

Forward rate agreements are similar to interest rate futures, but are individually negotiated. They call for a cash
settlement for the difference between a contracted interest rate and the market rate on a specified future date,
on a notional principal for an agreed period of time.

Options are contractual agreements under which the seller (writer) grants the purchaser (holder) the right, but not
the obligation, to either buy or sell at fixed future date or at any time during a specified period, a specified amount

of a currency, commodity or financial instrument at a pre-determined price.

The Group measures a net Credit Value Adjustment (CVA) on outstanding OTC derivative contracts to account for

market value of ‘credit risk’ due to any failure to perform on contractual agreements by a counterparty. CVAis

computed on all OTC derivatives asset classes including Foreign Exchange, Interest Rates, Equities and Commodities

etc. CVA ensure derivatives transactions are priced or/and adequatereserves are built to account for expected credit

losses in the derivatives portfolios. CVA is a function of our expected exposure to counterparts, probability of default

andrecovery rates. Internally the Group manages and monitor the exposure to this risk by defining controls and limits

around a ‘peak future exposure’ (PFE) measure and in many cases by collateralizing facilities under Credit Support
Annex (CSA).


http://en.wikipedia.org/wiki/Default_(finance)
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41. Derivatives (continued)

31December2025

Derivatives heldfor trading

Forward foreign exchange contract
Foreign exchange options (bought)
Foreign exchange options (sold)

Interest rate swaps

Credit default swaps

Currency swap

Futures contracts purchased (Customer)
Futures contracts sold (Customer)
Futures contracts purchased (Bank)

Futures contracts sold (Bank)

Total

Held as fairvalue hedge

Interest rate swap

Total

80
Positive Negative Notional Upto3 3-6 6-12 1-5 Over
fair value fair value amount months months months years Syears
AED'000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
468,942 455,526 108,424,292 92,116,508 9,451,410 6,615,116 241,258 -
58,942 58,735 3,704,444 790,150 709,016 1,627,440 487,316 90,522
- - 3,752,117 800,221 711,293 1,638,356 512,590 89,657
1,119,534 783,472 33,831,307 1,890,094 1,963,878 2,837,971 13,733,258 13,406,106
3,426 16,387 146,920 36,730 - - 73,460 36,730
26,446 884 1,144,523 32,089 1,069,683 42,751 - -
881 44 156,417 155,629 788 - - -
- - 627 627 - - - -
44 1,334 1,372,186 1,371,398 788 - - -
1,834 140 296,017 296,017 - - - -
1,680,049 1,316,522 152,828,850 97,489,463 13,906,856 12,761,634 15,047,882 13,623,015
3,945 6,877 348,791 - - 45,913 302,878 -
1,683,994 1,323,399 153,177,641 97,489,463 13,906,856 12,807,547 15,350,760 13,623,015
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Positive Negative Notional Upto3 3-6 6-12 1-5 Over
fair value fair value amount months months months year 5years
AED'000 AED'000 AED'000 AED'000 AED'000 AED’000 AED’000 AED’000
31December 2024
Derivatives held for trading
Forward foreign exchange contract 508,388 671,981 132,677,376 121,894,686 5,556,914 4,955,310 270,466 -
Foreign exchange options (bought) 44,618 44,617 2,228,846 535,580 792,015 201,251 - -
Foreign exchange options (sold) - - 1,612,346 344,841 540,006 727,499 - -
Interest rate swaps 1,708,548 849,055 36,570,624 2,675,038 3,942,123 3,604,238 9,362,639 16,986,586
Credit default swaps - 4426 55,095 - - - 36,730 18,365
Currency swap 6,468 3,609 1,356,105 1,356,105 - - - -
Futures contracts purchased (Customer) 8,528 8,251 731,388 726,424 4,964 - - -
Futures contracts sold (Customer) 32 3,356 158,113 158,113 - - - -
Futures contracts purchased (Bank) 8,251 8,757 811,859 806,895 4,964 - - -
Futures contracts sold (Bank) 3,356 32 158,113 158,113 - - - -
|
Total 2,288,189 1,594,084 176,359,865 128,655,795 10,840,986 10,188,298 9,669,835 17,004,951
Held as fair value hedge
Interest rate swap 9,481 75172 917,289 187,744 256,136 203,828 269,581 -

Total 2,297,670 1,669,256 177,277,154 128,843,539 1,097,122 10,392,126 9,939,416 17,004,951
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42. Capitalmanagement

The Group’s objectives when managing capital, which is a broader concept than the ‘equity’ on the face of the
consolidated statement of financial position, are:

=  To comply with the capital requirements set by the Basel Committee on Banking Supervision (BCBS) and the
regulators of the banking markets where the entities within the Group operate;

= To safequard the Group’s ability to continue as a going concern so that it can continue to provide returns for
shareholders and benefits for other stakeholders; and

®* To maintain a strong capital base and capital buffer to support the development of its business and provide
adequate cushion to withstand a variety of stress scenarios and/or unforeseenrisks.

Regulatory capital

OnJune 26, 2012, the BCBS issued the Basellllrules on the information banks must publicly disclose when detailing the
composition of their capital, which set out a framework to ensure that the components of banks capital bases are
publicly disclosed in standardised formats across and within jurisdictions for banks subject to Basellll.

Basel lll is designed to materially improve the quality of regulatory capital and introduces a new minimum common
equity capital requirement. Basel lll also raises the minimum capital requirements and introduces capital conservation

and countercyclical buffers to induce banks to hold capital in excess of regulatory minimums.

The Central Bank of the UAE sets and monitors capital requirements for the Group as a whole. The Parent company
and overseas banking operations are directly supervised by their local requlators. In February 2017, the Central Bank of
the UAE published enhanced regulatory capital rules vide notifications 52 and 60/2017 which implemented Basel lllin
the UAE.

The Group’s regulatory capital is analysedinto two tiers, in line with the Central Bank regulation:

= Tier 1 capital, split into Common equity tier 1 (CET 1) which includes issued and paid-up share capital, retained
earnings, statutory and legal reserves, accumulated other comprehensive income and Additional tier 1 (AT 1)
comprising of instrument issued by banks which are eligible forinclusion on AT 1and are notincludedin CET 1

= Tier 2 capital, which includes collective allowance for impairment and qualifying subordinated liabilities.

®"  Regulatoryadjustmentis appliedin CET 1, capital consisting mainly of goodwill and other intangibles, deferred tax
assets. Additionally, threshold deductionis appliedin case of exceeding the threshold limit.

As per the Central bank regulation for Basel ll, the Bank is required to comply with the following minimum capital

requirement:

i)  CETImustbe atleast 7% of risk weighted assets (RWA);
i)  Tier1capitalmustbe atleast 8 5% of RWA; and

i)  Total capital, calculated as sum of Tier 1 capital and Tier 2 capital must be atleast 10.5% of RWA.
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42. Capitalmanagement (continued)

Regulatory capital (continued)

iv) Inaddition, banks are required to maintain a capital conservation buffer (CCB) of 2.5% of RWA and countercyclical
buffer (CCYB), calculated based on geographic composition of the bank’s portfolio of private sector credit
exposures,inthe formof CET 1. From 1st January 2026, this will also be applicable on UAE private sector exposures
at 0.5% of credit risk weighted assets (CRWA).

v) From 30th June 2026, being a Domestic systemically important bank (DSIB), the bank will be required to maintain an
additional 0.5% buffer of RWA.

The Group’s assets are risk-weighted as to their relative credit, market, and operational risk. Credit risk includes both
on and off-balance sheet risks. Market risk is defined as the risk of losses in on and of f-balance sheet positions arising
from movements in market prices and includes interest rate risk, foreign exchange risk, equity exposure risk,
commodity risk, and options risk. Operational risk is defined as the risk of loss resulting from inadequate or failed
internal processes, people or systems, or from external events.

As part of its Capital Management, the Bank conducts an Internal Capital Adequacy Assessment Process (ICAAP) to
demonstrate to the Central Bank of the UAE that the Bank has implemented methods and procedures to ensure adequate
capital resources and action plans in stress conditions, with due attention to all material risks. The Central Bank of the UAE
conducts a Supervisory Review and Evaluation Process (SREP) to assess the soundness of the Bank's ICAAP.

The Group's policy is to maintain a strong capital base so as to maintain market confidence and to sustain future
development of the business. The impact of the level of capital on shareholders’ returnis also recognised and the Group
recognises the need to maintain a balance between the higher returns that might be possible with greater gearing and the
advantages and security afforded by a sound capital position. Historically the Group has followed a conservative dividend
policy to increase capital from internal resources to meet future growth. To further strengthen the capital base and to

ensure effective management of capital, the Group has issued medium-term floatingrates notes.

The Group and its individually regulated operations have complied with all externally imposed capital requirements
throughout the year.

There have been no material changes in the Group’s management of capital during the year.

a) TheGroup'sregulatory capital positions as at 31 December 2025 and 31 December 2024 were as follows:

2025 2024
AED’000 AED’000

Common equity Tier 1 capital
Issued and paid-up capital 2,006,098 2,006,098
Statutoryandlegalreserve 1,027,494 1,027,494
Generalreserve 316,771 312,000
Currency translationreserve (1,228,315) (1169,367)
Investments revaluation reserve (1,746,661) (2,042,235)
Retained earnings 31,707,953 27,894,851
Less: Reqgulatory deductions (415,427) (393,640)
Total(A) 31,667,913 27,635,201
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Regulatory capital (continued)

Additional Tier 1 capital 2,938,400 2,938,400
Total Tier1capital (B) 34,606,313 30,573,601
Tier 2 capital

Subordinated debt 1,831,027 1,831,027
Collective impairment allowance 1,074,006 1,043,916
Total 2,905,033 2,874,943
Total capital base (C) 37,511,346 33,448,544
Creditrisk 232,060,365 170,716,431
Market risk 5,551,539 2,679,453
Operational risk 20,829,145 17,861,805
Totalrisk-weighted assets (D) 258,441,049 191,257,689
Capital adequacyratio[(C)/(D) x 100] 14.51% 17.49%

The capital adequacyratiois calculated after deduction of proposed dividend as required by the Standards for Capital

Adequacyissued by UAE Central Bank.

Capital allocation

The allocation of capital between specific operations and activities is, to a large extent, driven by optimisation of the
return achieved on the capital allocated. The amount of capital allocated to each operation or activity is based on the
inherent risk it carries. The process of allocating capital to specific operations and activities is undertaken
independently of those responsible for the operation, by Finance andRisk Groups, andis subject toreview by the Bank’s
Assets and Liabilities Committee (ALCO) as appropriate.

Although maximisation of the return on risk-adjusted capital is the principal basis used in determining how capital is
allocated within the Group to particular operations or activities, it is not the sole basis used for decision making.
Account also is taken of synergies with other operations and activities, the availability of management and other
resources, and the fit of the activity with the Group’s longer term strategic objectives. The Group’s policies in respect
of capital management and allocation are reviewed reqgularly by the Board of Directors.
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43. Riskmanagement

The Risk Management Group (“"RMG”) is responsible for identifying, analysing, measuring, and managing risk to ensure
that the Group (i) remains within its risk appetite; and (i) generates sustainable risk-adjusted returns as mandated by
the shareholders.

The Group is exposed to the following Financial and Non-Financial risks:

=  CreditRisk

®=  Market and Counterparty Credit Risk

= Operational Risk & Resilience

= Liquidity Risk Model Risk

®=  Shari'ah Non-Compliance Risk

=  Reputational Risk

=  Compliance and RegulatoryRisk

" Environmental, Social and Governance Risk
= StrategicRisk

® |nformation Security and Data Privacy Risk

The Group's ability to consistently foster arobust risk management culture and frameworkis animportant factorinits

financial strength and stability.
Risk Management Framework

The Board of Directors (the “Board”) through the Board Risk, Compliance and Environmental Social Governance
Committee (“‘BRCESGC”) has overall responsibility for establishment and oversight of the Group’s risk management
framework. They are assisted by various Board level and Management level committees for fulfiling their
responsibilities, e.g. the Executive Management Committee (“ExCo”), Group Risk Committee (“GRC”), Assets and
Liabilities Committee (“ALCO"), Compliance Risk Management Committee (“CRMC") Information Security Committee
("ISC"), Investments Committee (“IC"), Technology Steering Committee (“TSC”) and Sustainability Executive
Committee (“SEC"). These committees are appointed by the Board to assist in carrying out its functions with respect
to all aspects of risk management. The roles and delegated authorities of these committees are set out in their

respective Terms of References (ToRs)/ Charters.

While the Board carries ultimate responsibility for overall risk management, the GRC assists the Board/Board Risk,
Compliance and ESG Committee in discharging these responsibilities including functioning as a management
committee, for day-to-day management of risks in-line with the approved risk framework and within the Group Risk
Appetite Statement (GRAS).

The GRC has overall responsibility for oversight of risk management framework and risk appetite of the Group. The
GRCis alsoresponsible for the approval of risk management policies and procedures of the Group, to ensure adherence
to the approved policies and close monitoring of different risks within the Group. The GRC also approves policy
exceptions, establishes, and monitors various concentration limits (such as limits for country, industry sector etc.) as

part of therisk appetite and reviews credit portfolio to manage asset quality.
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The Risk Management Group ("RMG”) is independent of business groups and is led by a Group Chief Risk Officer
("GCRO") with responsibility for deploying group risk management and oversight of all material risks within the
Group. The RMGiis primarily responsible for defining the framework for management of all material risks within the
Group.

The Internal Audit Group (“IAG”) acts as the third line of defence function within the Group, independent from both the
business units (“first line of defence”) and Risk Management and Compliance (“second line of defence”). IAG provides
independent assurance to stakeholders and senior management on compliance with all risk policies and procedures in
the Group and the effectiveness of the risk management processes. This is undertaken through periodic reviews of all
risk-taking units within the Bank, in addition to Risk Management.

Capital Management

The Group’s capital management ensures that regulatory requirements are met and that the Group’s operating
activities, including its branches and subsidiaries, are capitalized in line with the Group’s risk appetite, target ratios and
in accordance with local regulatory requirements.

The Bank'’s capital management approach further aims to facilitate the allocation and use of capital to generate a
return that appropriately compensates shareholders for the risks incurred. Capital adequacy is actively managed and
forms a key component of the Group’s budget and forecasting process. The capital plan is tested under a range of
stress scenarios as part of the Group’s quarterly Internal Capital Adequacy Assessment Process. The capital
management approachis set and governed primarily by the ALCO.

Risk Appetite & Stress Testing

The keyto the Group’slong-term sustainable growth and profitability liesin ensuring that thereis astronglink between
its risk appetite and strategy.

Risk Appetite for the Groupis set and approved by the BRCESGC. The Group’s risk appetite statement is disseminated
down to business groups in alignment with business strategies for these groups.

Stress testing is a key management tool within the Group used to evaluate the sensitivity of current and forward risk
profiles to shocks of varying nature and severity. Stress testing within the Group is governed by the Group’s stress
testing policy which sets out the approaches for stress testing and associated roles and responsibilities. The primary

governance committee overseeingrisk appetite and stress testingis the BRCESGC.
Internal Capital Adequacy Assessment Process (ICAAP)

The purpose of the ICAAP is to ensure that the Bank assesses and maintain sufficient capital to cover their material
risk and remain resilient under both normal and stressed conditions, and to inform the Board of the ongoing
assessment of the bank's risks, how the bank intends to mitigate those risks and how much current and future capital
is necessary having considered other mitigating factors.
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Internal Capital Adequacy Assessment Process (ICAAP) (continued)

This process includes the computation of the bank's aggregated capital and the monitoring of the Group's capital
adequacy under a variety of stressed scenarios to assess and report the impact upon the Group's capital buffer
(measured as available capital less required risk capital) and recommending actions, as warranted. The risk assessment
is approved by the BRCESGC as part of the ICAAP submission

Creditriskmanagement

Credit risk is the risk of suffering 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 other credit risks arising from investments in
debtsinstruments, derivatives as well as settlement balances with market counterparties.

The Chief Credit Officer (“CCQO") of the Group is responsible for overseeing relevant aspects of credit risk management
supported by a team of experienced and trained credit risk managers. The CCO and credit risk 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 single largest risk from the Group’s business of extending Loans and Advances (including loan
commitments, LCs and LGs) and carrying out investment in securities and debts; management 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 BRCESGC, Board Credit Committee (“BCC”) and Group Risk
Committee (“GRC").

Specifically, BCCreviews and approves credit proposals that are beyondlending authorities delegated to management
by the Board of Directors.In addition, BRCESGC and BCC monitors key elements of the Bank’s credit risk profile relative
to the Bank’s risk appetite. The Board Committees are supported by GRC through 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 CIBG and IBG business groups and determine appropriate strategies. The EAC, along with the IFRS @ Committee
(aforumin place to oversee all aspects of Mashreq's IFRS @ 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 @ purposes.
Loans and advances (including loan commitments, LCs and LGs)

The estimation of credit exposure for risk management purposes is complex and requires the use of models, as the
exposure varies with changes in market conditions, expected cash flows and the passage of time. The assessment of
credit risk of a portfolio of assets entails further estimations as to the likelihood of defaults occurring, of the

associatedloss ratios and of default correlations between counterparties.
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Under IFRS 9, bank estimates expected credit loss (ECL) based on macro adjusted PD, LGD & EAD measures.
Additionally, it also captures deterioration and lifetime likelihood of defaults Over the course of 2025, the bank
revamped wholesale IFRS @ models, enhancing its ability to assess credit risk. All the IFRS @ PD models underwent
performance monitoring reviews with additional data points incorporated in alignment with the Model Monitoring
Standards

Credit risk grading

The Group uses specificinternal rating models tailored to various industry segments/counterparty. Borrower and loan
specific information collected at the time of application (such as disposable income, and level of collateral for retail
exposures; and turnover and industry type for wholesale exposures) are an input into this rating model. This is further
supplemented with external data input. The credit grades are calibrated such that risk of default increases
exponentially at each higher risk grade. For example, this means that the difference in the PD between a 6 and 8 rating
gradeis lower than the difference in the PD between a18 and 20 rating grade.

The risk rating system for performing assets ranges from 1 to 25, each grade being associated with a PD. Non-
performing borrowers are rated 60,70 and 80

Below table is the rating equivalence for Mashreq Bank and UAECB.

MashreqRating Scale (MRS) MashreqBalance Sheet
MRS 20 or better Notimpaired

MRS 21-22 (Watch) Not impaired

MRS 23-24-25

(Special Mention) Not impaired

MRS 60 (Sub-Std.) Impaired

MRS 70 (Doubtful) Impaired

MRS 80 (Loss) Impaired

MRS 99 (Write-off) Impaired

Expected creditloss measurement

IFRS @ outlines a ‘three-stage’ model for impairment based on changes in credit quality since initial recognition of a
facility as summarised below:

=  Afinancialinstrument thatis not credit-impaired oninitial recognition s classified in ‘Stage 1" and has its credit
risk continuously monitored by the Group. Provisioningis aligned with the latest CRMS guidance issued by the
CBUAE.
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Expected creditloss measurement (continued)

If a Significant Increase in Credit Risk ('SICR’) since initial recognition is identified, then the financial instrument is
moved to‘Stage 2’ butis not yet deemed to be credit-impaired. Amongst other factors, the identification of SICR
is measured via a change in one year probability of default between the date of inception of facility and the date
of IFRS @ ECL run. Other factors include restructuring and account irregularities.

If the financial instrument is credit-impaired, the financialinstrumentis then moved to ‘Stage 3.

Financial assets in Stage 1 have their ECL measured at an amount equal to lifetime expected credit losses that
result from default events possible within the next 12 months. Instruments in Stage 2 have their ECL measured
based on expected credit losses on alifetime basis.

Financial assets in Stage 3 are measured at an amount equal to lifetime expected credit losses or specific

provision.

Significant increase in credit risk (SICR)

The Group considers a financial asset to have experienced SICR when a significant change in probability of default

occurs between the origination date of a specific facility and the IFRS @ ECL run date. In addition, a range of qualitative

criteria are also considered.

Quantitative criteria

Corporate loans:

For corporate loans, if the borrower experiences a significant increase in probability of default which can be triggered

by the following quantitative factors:

Operating performance

Operating efficiency

Debt service/ covenant breaches
Distressedrestructure

Account performance/irregularities
Liquidity assessment

Capital structure.

Retail:

For Retail portfolio, if the borrowers meet one or more of the following criteria:

Adverse findings for an account/ borrower as per credit bureau datg;
Loan reschedulingbefore 30 Days Past Due (DPD);

Accounts overdue between 30 and 20 days.
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Expected creditloss measurement (continued)
Treasury:

= Significant increase in probability of default of the underlying treasuryinstrument;

= Significant change in the investment'’s expected performance & behaviour of borrower (collateral value, payment
holiday, payment to income ratio etc.).

Qualitative criteria:
Corporate Loans
For corporate loans, the following is also considered in determining a significant increase in probability of default:

= Networtherosion

®*  Fraudulent activity

= Significant operations disruption

= Departure of keymembers of management

"  Industryoutlook

"  |ncome stability Unavailable/inadequate financial information/financial statements
=  Qualifiedreport by external auditors

"  Pendingsignificant litigation

®" Increasein operationalrisk

=  Continued delay and non-cooperation by the borrower in providing key relevant documentation

Backstop:

A borrower that is more than 30 days past due on its contractual obligations is presumed to have a significantly
increased credit risk as a backstop unless this presumption can be reasonably rebutted based on supportable forward-

lookinginformation. The borrower is also flagged in the system and is therefore subject to closer monitoring.
Definition of default and credit-impaired assets

The definition of defaultis proposed to be as below:
¢ Thecounterpartyis classified as anon-performing asset under the extant guidelines of CBUAE.
e The exposure to the counterparty has been restructured by the bank and such exposure continues to be in the
‘monitoring period'.
The following criteria whichis applicable to all credit facilities and all obligors should be employed to identify an event of
default. The default of obligor should be assessed after considering obligations across all Mashreq entities including in
UAE and overseas.

Non-Payment :

Adefaultis considered to have occurred when one or both of the following events have taken place:
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Definition of default and credit-impaired assets (continued)

When the obligoris past due to a period in excess of 90 days on any material obligation. A facility or a group of facilities
will be considered material if their combined exposure is greater than 5% of the total funded exposure of the obligor.
In case of multiple credit facilities, the days past due (DPD) counter must start from date of the first credit facility
becoming past due. In other words, the DPD counter must be computed across credit facilities with a consecutive day
count.

Overdrafts will be considered past due once the limit is breached or the customer has been advised of a limit which is
lesser than the current outstanding. Additionally, default must be considered when outstanding balances are
consistently in excess of agreed limit where consistently is defined as a period that exceeds 90 continuous days or
more than 90 days in any six-month period.

Unlikeliness to pay:

This evaluation should be based on a holistic evaluation of the borrower’s creditworthiness supported by factual
evidence and a view on the borrower’s current and future performance. Classification of an obligor as “defaulted”
based on perceived unlikeliness to pay cannot be automatic and must be based on an established set of criteria as
definedin the bank’s Early Alert Symptoms.

¢  Thebank considers that the borrower is unlikely to pay its existing debt. For this purpose, a non-exhaustive list of
indicators of unlikeliness to pay include: -

o Thebank puts the credit obligation on non-accrued status.

o Thebanksells a part of the credit obligation at a material credit-related economicloss.

o The bank consents to a distressed restructuring of the credit obligation, where this is likely to result in a
diminished financial obligation caused by the material forgiveness, or postponement, of principal, interest or
(whererelevant) fees.

o Thebankhas filed for the debtor’s bankruptcy or a similar order in respect of the borrower’s credit obligation.
o Thedebtor has sought or has been placed in bankruptcy or similar protection where this would avoid or delay
repayment of the credit obligation.

o Thereis evidence that full repayment based on the contractual terms, original or, when applicable, modified
(e.g., repayment of principal and interest) is unlikely without the bank’s realisation of collateral, regardless of
whether the exposure is current or the number of days the exposure is past due.

o TheBankmakes a charge-off or account-specific provision resulting from a perceived decline in credit quality
subsequent to the Bank taking on the exposure.

o Theobligoris past due more than 90 days on any material credit obligation to the Banking Group.

Measuring ECL - Explanation of inputs, assumptions, and estimation techniques

The Expected Credit Loss (ECL) is measured on either a 12-month (12M) or lifetime basis depending on whether a
significant increase in credit risk has occurred since the initial recognition of a specific facility or whether an asset is
considered credit-impaired. The Group has adopted a forward exposure method for computing the ECL for each
facility. The bank has opted for a monthly granular computation of PD, EAD and LGD:
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= The PD represents the likelihood of a borrower defaulting on its financial obligation (as per ‘Definition of default
and credit-impaired’ above), either over the next 12 months (12M PD), or over the remaining lifetime (Lifetime PD)
of the obligation.

= EADisbased onthe amounts the Group expected to be owed at the time of default.

=  LGD represents the Group’s expectation of the extent of loss on a defaulted exposure. LGD varies by type of
counterparty, type and seniority of claim and availability of collateral or other credit support.

The ECL is determined by projecting the PD, LGD and EAD for each future month and for each individual exposure or
collective segment. These three components are multiplied together and adjusted for the likelihood of survival(i.e. the
exposure has not prepaid or defaulted in an earlier month). This effectively calculates an ECL for each future month,
which is then discounted back to the reporting date and summed. The discount rate used in the ECL calculationis the
effective interestrate or an approximation thereof.

Lifetime expected credit losses are expected credit loss resulting from all probable default events over the expected
lifetime of the financial instrument. Expected credit losses are the probability-weighted average of credit losses and
the weighing factor is the Probability of Default (PD) for alifetime.

During economically challenging periods, the Group may choose to increase the scenario weightage of the pessimistic
scenario under guidance from respective regulatory authorities in order to maintain higher level of ECL provisions &

lower the scenario weightage of pessimistic scenario once afavourable trendis noticed in the macro economic climate.

The macroeconomic factors used in the IFRS @ models take into account such information. The macroeconomic data
for IFRS @ PDs term structure gets refreshed every 3 months. The update was last made in September 2025.

The Group hasimplementedrisk ratingmodels since 2005 which has enabled the Bank torate borrowers based on their
financial and qualitative information. The bank revamped wholesale rating models, improving the bank’s ability to
assess credit risk and optimize decisioning. Allratingmodels have undergone periodic performance monitoring exercise
andrating models are used as aninput into IFRS @ macroeconomic models to derive a PD term structure for eachrating
grade in the IFRS 9 ECL computation.

In 2025, all the IFRS @ PD models underwent performance monitoring reviews in alignment with the Model Monitoring
Standards.

The12-month and lifetime EADs are determined based on the expected payment profile, which varies by product type.

®=  For amortising products and bullet repayments loans, this is based on the contractual repayments owed by the

borrower over a12 month period or lifetime basis.

®=  For revolving committed products, the exposure at default is predicted by taking current drawn balance and
considering a “credit conversion factor” which allows for the expected drawdown of the remaining committed limit
by the time of default.

®=  For contingent products like LC & LG, the exposure at default is predicted using a Credit conversion factor in line
with the Basel regulatory guidelines.

The LGDs are determined based on the factors whichimpact recoveries made following default. These vary by product
type.
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Measuring ECL - Explanation of inputs, assumptions, and estimation techniques (continued)

®=  For secured products, this is primarily based on collateral type and projected collateral values, historical discounts
to market/book values due to forced sales, time to repossession and recovery costs observed.

®  For unsecured products, LGDs are typically set by different borrower segments (e.g. Corporates, Financial
Institutions etc.) in order to reflect differences in asset structures, collection strategies and historical recovery

experience.

The Group has revised the Wholesale LGD framework during 2020 in order to reflect recent recovery experience and
additional admissible security types. Forward-looking economic information is also included in determining the 12-
month and lifetime LGD. In 2025 all the LGD models underwent performance monitoring in alignment with the Model
Monitoring Standards

Forwardlooking information incorporatedin the ECL models

The assessment of SICR and the calculation of ECL both incorporate forward-looking information. The Group has
performed historical analysis and identified the key economic variables impacting credit risk and expected credit losses
for each portfolio.

A formalized scenario generation process was established enables the bank to be objective and transparent inits IFRS
@ macroeconomic scenarios, which also ensures continued appropriateness and relevance of scenarios in IFRS @ ECL
computation

For unbiased and probability-weighted ECL calculation, the Group uses probabilities of 60%, 20% and 20% for

baseline, optimistic and pessimistic macro-economic scenario respectively
Sensitivity analysis

The Group has calculated ECL sensitivity analysis for wholesale portfolio. The impact on ECL due to changes in the
forecasted probabilities of default as a result of variations in significant macroeconomic variables used in IFRS @
corporate model by +10% and -10% in each scenario would result in an ECL reduction by AED 14 million and an ECL

increase by AED 12 million respectively.
Current YearProvisions (ECL):

The calculation process, the methodology, and the results for provisions have been reviewed and approved by the
Committee responsible for the oversight of provisions. Accordingly, the Committee responsible has formally
reviewed, as presented by the CRO, the calculation process, the methodology, and the results of the provisions.
Thereafter, the provisions have been presented and approved by the delegated body of the Board”, as per Article @
(Standards) of the Credit Risk Management Regulation and accompanying Standards, Circular No. 3/2024 dated
25/7/2024 issued by UAE Central Bank.
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The following table contains an analysis of the credit risk exposure of financial assets which are subject to ECL. The gross carrying amount of financial assets below also represents the

Group’s maximum exposure to credit risk on these assets:

Creditrisk exposuresrelatingtoon
balance sheet assets:

Cash andbalances with Central Bank

Loss allowance

Carryingamount

2025 2024
Stagel Stage 2 Stage3 Stagel Stage 2 Stage3
12-month Lifetime Lifetime Total 12-month Lifetime Lifetime Total
AED’000 AED’'000 AED’'000 AED’'000 AED'000 AED'000 AED'000 AED'000
33,532,283 - - 33,532,283 40,592,508 - - 40,592,508
33,532,283 - - 33,532,283 40,592,508 - - 40,592,508
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Maximum exposure to creditrisk - Financial instruments subject toimpairment
Loans and advances to banks 2025 2024
Stagel Stage2 Stage3 Stage1l Stage2 Stage3
12-month Lifetime Lifetime Total 12-month Lifetime Lifetime Total
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
Investment-grade 28,772,866 336,426 - 29,109,292 25,471,311 33 - 25,471,344
BB+& below 28,662,825 3,258,478 - 31,921,303 13,924,577 6,410,677 - 20,335,254
Unrated 2,975,864 1,803,627 - 4,779,491 4,928,813 1,654,530 - 6,583,343
60,411,555 5,398,531 - 65,810,086 44,324,701 8,065,240 - 52,389,941
Loss allowance (61,021) (28,003) _ (89,024) (79,487) (38,850) - (118,337)
Carryingamount 60,350,534 5,370,528 - 65,721,062 44,245,214 8,026,390 - 52,271,604




Mashreqbank PSC Group 96

Notes to the consolidated financial statements
for the year ended 31December 2025 (continued)

43. Riskmanagement (continued)

Creditriskmanagement (continued)

Maximum exposure to credit risk - Financial instruments subject toimpairment (continued)

2025
Creditrisk exposuresrelatingto Stage1l Stage2 Stage3
onbalance sheet assets: 12-month Lifetime Lifetime Total
AED’000 AED’000 AED’'000 AED’'000
Securities measured at amortised
cost
Investment - grade 27,662,828 - - 27,662,828
BB+ & below 1,143,770 - - 1,143,770
Unrated 117,429 - - 117,429
28,924,027 - - 28,924,027
Loss allowance (17,723) - - (17,723)
Carrying amount 28,906,304 - - 28,906,304
Financial assets measured at
FVTOCI(debt securities)
Investment - grade 15,021,322 - - 15,021,322
BB+ & below 891,387 - - 891,387
Unrated - - - -
15,912,709 - - 15,912,709
Loss allowance (4,624) - - (4,624)
Carrying amount 15,908,085 - - 15,908,085
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Maximum exposure to credit risk - Financial instruments subject toimpairment (continued)

2024
Credit risk exposuresrelatingtoon Stage1l Stage 2 Stage 3
balance sheet assets: 12-month Lifetime Lifetime Total
AED'000 AED’'000 AED’'000 AED’'000
Securities measured at amortised cost
Investment - grade 7,116,912 - - 7,116,912
BB+ & below 2,710,879 - - 2,710,879
Unrated - - - -
9,827,791 - - 9,827,791
Loss allowance (30,674) - - (30,674)
Carrying amount 9,797,117 - - 9,797 17
Financial assets measured at FVTOC!
(debt securities)
Investment - grade 22,284,497 - - 22,284,497
BB+ & below 725,751 - - 725,751
Unrated 2,192 - - 2,192
23,012,440 - - 23,012,440
Loss allowance (10,777) - - (10,777)

Carrying amount 23,001,663 - - 23,001,663
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Maximum exposure to credit risk - Financial instruments subject to impairment (continued)

The table below shows the maximum exposure to credit risk for financial assets that are not subject to impairment.

2025 2024
AED’000 AED'0O00

Trading assets
-Debt securities 2,651,274 895,716
- Derivatives 1,680,049 2,288,189
Hedging derivatives 3,945 9,481
4,335,268 3,193,386

Riskmanagementin the current economic scenario

The Group continues to closely monitor and manage, as required, direct and indirect exposure and impacts from the
ongoing geopolitical situation and resultant market disruption. The macroeconomic factors used in the IFRS @ models
take into account such information. The macroeconomic data for IFRS @ PDs is typically updated every 3 months. The
update was last made in September 2025.

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 expectedincrease in credit risk.

Collateral and other credit enhancements

Collateral against loans and advances to customers is generally held in the form of mortgage interests over property,
otherregistered securities over assets and gquarantees. Estimates of fair value are based on the value of the collateral
assessed at the time of borrowing. Collateral generally is not held over amounts loans and advances to banks, except
when securities are held as part of reverse repurchase and securities borrowing activity. The benefit of collateral held
arereflectedin the ECL through LGD estimates. Allocation of both general and specific collateral is done at a account
levelto estimate LGD.

Financial instruments such as Repo transactions, embedded leverage note programs, etc. receive minimum ECL

allocation on account of them being fully collateralized after application of relevant haircuts.
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Collateral and other credit enhancements (continued)

Q9

The Group closely monitors collateral held for financial assets considered to be credit impaired, as it becomes more

likely that the Group will take possession of the collateral to offset potential credit losses. Financial assets that are

credit impaired and related collateral held in order to offset potential losses are shown below. The table below details

the fair value of the collateral which is updated regularly:

Againstindividuallyimpaired:
Properties

Cash

Others

Against notimpaired:
Properties

Debt securities
Equities

Cash

Others

Total

Loans and advances to customers &
Islamic financing andinvestment

products Loans and advances to banks
2025 2024 2025 2024
AED’'000 AED'O00 AED’000 AED’000
486,045 542,781 - -
33,473 34,633 - -
5,987 54,612 - -
525,505 632,026 - -
31,710,260 27,735,347 - -
8,849,045 5,027,036 - -
1,019,528 1,070,568 - -
10,745,396 8,875,586 10,221,819 8,548,361
3,957,088 2,381,263 - -
56,281,317 45,089,800 10,221,819 8,548,361
56,806,822 45,721,826 10,221,819 8,548,361
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The following tables explain the changes in the loss allowances for the year ended 31 December 2025 and

31December 2024

Loans and advances to banks:

Loss allowance as at 1January
Transfers

Transfer from Stage 1to Stage 2
Transfer from Stage 2 to Stage 1
Net Changesin PDs/LGDs/EADs

Loss allowance as at 31December

Loans and advances to banks:

Loss allowance as at 1January
Transfers

Transfer from Stage 1to Stage 2
Transfer from Stage 2 to Stage 1
Net Changesin PDs/LGDs/EADs

Loss allowance as at 31December

2025

Stage1l Stage2 Stage3

12-month Lifetime Lifetime
ECL ECL ECL Total
AED'000 AED’000 AED’000 AED’'000
79,487 38,850 - 118,337

(27,446) 27,446 - -
2,600 (2,600) - -
6,380 (35,693) - (29,313)
61,021 28,003 - 89,024
2024

Stage1 Stage 2 Stage 3

12-month Lifetime Lifetime
ECL ECL ECL Total
AED'O00 AED'0O00 AED'0O00 AED'0O00
66,007 63,655 9,737 139,399
(35,073) 35,073 - -
379 (379) - -
48,174 (59,499) (9,737) (21,062)
79,487 38,850 - 18,337
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Loss allowance (continued)

The following tables explain the changes in the loss allowances for the year ended 31 December 2025 and

31December 2024 (continued):

Loans and advances to customers

Loss allowance as at 1January
Transfers

Transfer from Stage 1to Stage 2
Transfer from Stage 1to Stage 3
Transfer from Stage 2 to Stage 1
Transfer from Stage 2 to Stage 3
Transfer from Stage 3 to Stage 2
Net Changesin PDs/LGDs/EADs
Write-offs

Loss allowance as at 31December

Loans and advances to customers

Loss allowance as at 1January
Transfers

Transfer from Stage 1to Stage 2
Transfer from Stage 1to Stage 3
Transfer from Stage 2 to Stage 1
Transfer from Stage 2 to Stage 3
Transfer from Stage 3 to Stage 2
Net ChangesinPDs/LGDs/EADs
Write-offs

Loss allowance as at 31December

2025

Stagel Stage2 Stage 3

12-month Lifetime Lifetime
ECL ECL ECL Total
AED’000 AED’000 AED’000 AED'000
591,016 324,802 1,584,834 2,500,652
(98,833) 98,833 - -
(5,650) - 5,650 -
94,944 (94,944) - -
- (16,177) 16,177 -
- 23,168 (23,168) -
116,793 (29,699) 6,883 93,977
- - (119,993) (119,993)
698,270 305,983 1,470,383 2,474,636

2024

Stage1 Stage 2 Stage3

12-month Lifetime Lifetime
ECL ECL ECL Total
AED'000 AED'000 AED'000 AED'000
553,661 459,159 1,611,867 2,624,687
(146,296) 146,296 - -
(109,457) - 109,451 -
10,309 (10,309) - -
- (107,0m) 107,011 -
- 1175 (1,175) -
282,793 (164,508) (15,570) 102,715
- - (226,750) (226,750)
591,016 324,802 1,584,834 2,500,652
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Loss allowance (continued)

The following tables explain the changes in the loss allowances for the year ended 31 December 2025 and
31December 2024 (continued):

2025

Stagel Stage 2 Stage 3

12-month Lifetime Lifetime
Islamic financing andinvestment products ECL ECL ECL Total
AED’000 AED’000 AED’000 AED’000
Loss allowance as at 1January 30,437 10,428 34,333 75,198

Transfers
Transfer from Stage 1to Stage 2 (987) 987 - -
Transfer from Stage 1to Stage 3 ) - 2 -
Transfer from Stage 2 to Stage 1 644 (644) - -
Transfer from Stage 2 to Stage 3 - (455) 455 -
Transfer from Stage 3 to Stage 2 - 3,407 (3,407) -
Net Changesin PDs/LGDs/EADs 7,582 (9,015) 3,730 2,297
Loss allowance as at31December 37,674 4,708 35,113 77,495
2024

Stage1 Stage 2 Stage3

12-month Lifetime Lifetime
Islamic financing andinvestment products ECL ECL ECL Total
AED'000 AED'000 AED'000 AED’000
Loss allowance as at 1January 23,284 26,232 299,572 349,088

Transfers

Transfer from Stage 1to Stage 2 (6,517) 6,517 - -
Transfer from Stage 1to Stage 3 (1,351) - 1,351 -
Transfer from Stage 2 to Stage 1 100 (100) - -
Transfer from Stage 2 to Stage 3 - (19,537) 19,537 -
Transfer from Stage 3 to Stage 2 - - - -
Net Changesin PDs/LGDs/EADs 14,921 (2,684) (286,127) (273,890)
Loss allowance as at 31December 30437 10,428 34,333 75,198
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Loss allowance (continued)

The following tables explain the changes in the loss allowances for the year ended 31 December 2025 and
31December 2024 (continued):

2025
Stagel Stage2 Stage 3
12-month Lifetime Lifetime
ECL ECL ECL Total
AED’000 AED’'000 AED’'000 AED’000
Securities measured at amortised cost
Loss allowance as at 1January 30,674 - - 30,674
Transfers
Net Changesin PDs/LGDs/EADs (12,951) - - (12,951)
Loss allowance as at 31December 17,723 - - 17,723
2024
Stage1 Stage 2 Stage3
12-month Lifetime Lifetime
ECL ECL ECL Total
AED'000 AED’000 AED’000 AED’000
Securities measured at amortised cost
Loss allowance as at 1January 45,135 - - 45,135
Transfers
Net Changes in PDs/LGDs/EADs (14,467) - - (14,467)
Loss allowance as at31December 30,674 - - 30,674

The loss allowance as at 31 December 2025 on off balance sheet and acceptances amounted to AED 96 million on
Stage 1, AED 37 million on Stage 2, and AED 512 miillion on Stage 3 (2024: AED 89 million on Stage 1, AED 47 million on
Stage 2, and AED 335 miillion on Stage 3)
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Gross carrying amount

104

The following tables further explains the changes in the gross carrying amount for the year ended 31 December 2025

and 31December 2024

Cash and balances with central banks

Gross carrying amount as at 1January

New financial assets, net of repayments and others

Gross carryingamount as at 31December

Cash and balances with central banks

Gross carrying amount as at 1January

New financial assets, net of repayments and others

Gross carryingamount as at 31December

Loans and advances to banks
Gross carrying amount as at January

Transfer from Stage 1to Stage 2
Transfer from Stage 2 to Stage 1

New financial assets, net of repayments and others

Gross carryingamount as at 31December

2025
Stagel Stage2 Stage3
12-month Lifetime Lifetime Total
AED’000 AED’'000 AED’000 AED’'000
40,592,508 - - 40,592,508
(7,060,225) - - (7,060,225)
33,532,283 - - 33,532,283
2024
Stage Stage 2 Stage 3
12-month Lifetime Lifetime Total
AED’000 AED'000 AED'000 AED'000
41,760,286 - - 41,760,286
(1167,778) - - (1167,778)
40,592,508 - - 40,592,508
2025
Stagel Stage2 Stage3
12-month Lifetime Lifetime Total
AED’000 AED’'000 AED’'000 AED’000
44,324,701 8,065,240 - 52,389,941
(4,976,349) 4,976,349 - -
393,949 (393,949) - -
20,669,254 (7,249,109) - 13,420,145
60,411,555 5,398,531 - 65,810,086
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The following tables further explains the changes in the gross carrying amount for the year ended 31 December 2025

and 31December 2024 (continued):

Loans and advances to banks
Gross carrying amount as at January

Transfer from Stage 1to Stage 2
Transfer from Stage 2 to Stage 1

New financial assets, net of repayments and others

Gross carrying amount as at 31December

Financial assets measuredat FVTOCI (debt
securities) and securities measured at amortised
cost

Gross carrying amount as at 1January
New financial assets, net of repayments and others

Write-offs

Gross carrying amount as at 31December

\

Financial assets measuredat FVTOCI (debt
securities) and securities measured at amortised
cost

Gross carrying amount as at 1January
New financial assets, net of repayments and others

Write-offs

Gross carrying amount as at 31December

2024
Stagel Stage 2 Stage3
12-month Lifetime Lifetime Total
AED’'000 AED'000 AED’000 AED’000
31,885,511 7,371,183 9,737 39,266,431
(6,953,774) 6,953,774 - -
278,858 (278,858) - -
19,114,106 (5,980,859) (9,737) 13,123,510
44,324,701 8,065,240 - 52,389,941
2025
Stage1l Stage 2 Stage3
12-month Lifetime Lifetime Total
AED’000 AED’'000 AED'000 AED'000
32,840,231 - - 32,840,231
11,996,505 - - 11,996,505
44,836,736 - - 44,836,736
2024
Stagel Stage 2 Stage3
12-month Lifetime Lifetime Total
AED'000 AED’000 AED’000 AED’000
32,349,185 - - 32,349,185
491,046 - - 491,046
32,840,231 - - 32,840,231
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The following tables further explains the changes in the gross carrying amount for the year ended 31 December

2025and 31December 2024 (continued):

Loans and advances to customers

Gross carrying amount as at January
Transfers
Transfer from Stage 1to Stage 2
Transfer from Stage 1to Stage 3
Transfer from Stage 2 to Stage 1
Transfer from Stage 2 to Stage 3
Transfer from Stage 3 to Stage 2
New financial assets, net of repayments and others

Write-offs

Gross carryingamount as at 31December

Loans and advances to customers

Gross carrying amount as at January
Transfers
Transfer from Stage 1to Stage 2
Transfer from Stage 1to Stage 3
Transfer from Stage 2 to Stage 1
Transfer from Stage 2 to Stage 3
Transfer from Stage 3 to Stage 2
New financial assets, net of repayments and others

Write-offs

Gross carryingamount as at 31December

2025
Stagel Stage 2 Stage3

12-month Lifetime Lifetime Total
AED'000 AED’000 AED’000 AED’000
97,525,290 6,095,498 1,960,710 105,581,498
(2,649,061) 2,649,061 - -
(173,119) - 173,119 -
3,443,596 (3,443,596) - -
- (147,939) 147,939 -

- 62,654 (62,654) -
37,045,547 (1,704,977) (256,464) 35,084,106
- - (119,993) (119,993)
135,192,253 3,510,701 1,842,657 140,545,611

2024
Stagel Stage 2 Stage 3

12-month Lifetime Lifetime Total
AED'000 AED'000 AED’000 AED'000
89,554,282 5,034,065 1,639,577 96,227,924
(4,057,851) 4,057,851 - -
(200,765) - 200,765 -
530,651 (530,651) - -

- (433,672) 433,672 -

- 221,994 (221,994) -

1,698,973 (2,254,089) 135,440 9,580,324

- - (226,750) (226,750)

97,525,290 6,095,498 1,960,710 105,581,498
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The following tables further explains the changes in the gross carrying amount for the year ended 31 December 2025

and 31December 2024 (continued):

Islamic financing and investment products
Gross carrying amount as at 1January
Transfers

Transfer from Stage 1to Stage 2

Transfer from Stage 1to Stage 3

Transfer from Stage 2 to Stage 1

Transfer from Stage 2 to Stage 3

Transfer from Stage 3 to Stage 2

New financial assets, net of repayments and others

Gross carryingamount as at 31December

Islamic financing and investment products
Gross carrying amount as at 1January

Transfers
Transfer from Stage 1to Stage 2
Transfer from Stage 1to Stage 3
Transfer from Stage 2 to Stage 1
Transfer from Stage 2 to Stage 3
Transfer from Stage 3 to Stage 2

New financial assets, net of repayments and others

Gross carryingamount as at 31December

2025
Stagel Stage2 Stage3
12-month Lifetime Lifetime Total
AED’000 AED’'000 AED’000 AED'000
20,638,638 883,572 230,539 21,752,749
(292,009) 292,009 - -
(2,297) - 2,297 -
30,246 (30,246) - -
- (2,340) 2,340 -
- 12,413 (12,413) -
5,350,120 (754,639) 6,969 4,602,450
25,724,698 400,769 229,732 26,355,199
2024
Stage Stage 2 Stage3

12-month Lifetime Lifetime Total
AED'000 AED'000 AED'000 AED'000
15,891,058 892,317 317,955 17,101,330

(564,036) 564,036 - -

(5,012) - 5,012 -

17,074 (17,074) - -

- (186,208) 186,208 -

5,299,554 (369,499) (278,636) 4,651,419
20,638,638 883,572 230,539 21,752,749
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Write-of f policy

Once aloanis fully provided for, the outstanding exposure of the borrower may be written-off. Where a loan is only
partially provided for, it may be written-off to the extent provided for with approval of the relevant authority.
However, it is ensured that aforesaid does not alter in any way the bank’s recourse against the borrower, and the
process for follow-up for recovery of exposure with the borrower remains unchanged. Group ensures that the data &
Mlis available, for both internal and external reporting.

The Group will not hold a Stage 3 exposure on the balance sheet for more than 5 years since the date of migration to
Stage 3. After this time, such exposures will be subject to a full write-off. Any exceptions to this should be subject to

appropriate sign-off and oversight, based upon robust legal or accounting justification and supported by appropriate
documentation available for review by the CBUAE.

If the borrower has been in arrears for a prolonged period, full or partial write-off is performed based on realistic
expectation of recovery.

For exposures under an insolvency procedure, write-off is performed if the legal expenses are expected to consume
most of the recovered amount.

Partial write-off may be justified when there is evidence that the borrower is unable to repay the amount of the
exposure in full and there is a reasonable expectation of recovering a part of the exposure.

Modification of financial assets

The Group modifies terms of loans provided to customers from time-to-time primarily due to ongoing client needs,
commercial renegotiations or for managing distressed loans. The risk of default of such assets after modification is
assessed at the reporting date and compared with the risk under the original terms at initial recognition, The Group may
determine that credit risk has significantly improved after restructuring, and such assets are moved from Stage 3 to
Stage 2 (Lifetime ECL) to Stage 1(12-month ECL). This is only done when modified assets have performedinaccordance
with the new terms and after a certain time period as required by extant UAECB guidelines The gross carryingamounts

of modified financial assets held at 31 December 2025 was immaterial.
Operationalrisk management

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and systems or from

external events, andincludes legal risk. Operational risk excludes strategic and reputational risk.
Operational Risk Governance

Whilst the Group cannot eliminate all operational risks, it has developed a comprehensive framework of identifying,

assessing, controlling, mitigating, monitoring and reporting Operational risk and consists of the following:

=  Ownership of the risk & controls by businesses and functional units;

®=  Monitoringand validation by business;
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Operational Risk Governance (continued)

= Qversight by Operational risk management team; and other second line functions; and

®  |Independentreview by Internal Audit

Operational risk management follows three lines of defence model.

The first line of defence is the Business Line Management. The operational risk governance will recognize that
Business Units (BUs) are the owners of risk and hence responsible for identifyingand managing therisks, inherent in the
products, services and activities, within their BUs.

The secondline of defence is the Operational Risk Management function and other second line functions, the Chief
Risk Officer, the Operational Risk & Resilience Committee (ORRC) and the Group Risk Committee. They are collectively
responsible for designing, implementing, coordinating, reporting and facilitating effective Operational Risk
Management on Group-wide basis.

The third line of defence is the Internal Audit who are responsible to independently assess the effectiveness and
efficiency of the internal control, and for independently validate and provide an independent assurance to the Board
Audit Committee (BAC) on the adequacy and effectiveness of the Operational Risk Management Framework.

The Board has the overall responsibility for managing operational risk at the Bank and ensure that the three line of
defence approachisimplemented and operatedin an appropriate and acceptable manner.

The Group has adopted The Standardized Approach (TSA) to determine its operational risk capital requirements.

Operational Risk Appetite

The Group’s operational risk appetite articulates the boundaries for quantitative and qualitative operational risks that
the Bank is willing to take (or not take), with respect to pursuit of its strategic objectives. It helps in setting the risk
culture across the Bank and facilitates an effective implementation of the Bank’s Operational Risk Management
Framework. The operationalrisk appetiteis applied for decision-making and comprehending operational risk exposures

across the Bank through implementation of policies, controls and operationalrisk tolerances

Operational Risk Management Framework

The Group’s Operational Risk Management Framework (“ORMF”) is a set of interrelated tools and processes that are
used to identify, assess, measure, monitor and remediate operational risks. Its components have been designed to
operate together to provide a comprehensive approach to managing the Group’s most material operational risks.
ORMF components include the setup of the three lines of defence as well as roles and responsibilities for the
Operational Risk management process and appropriate independent challenge, the Group’s approach to setting
OperationalRisk appetite and adhering toit, the Operational Risk type and control taxonomies, the minimum standards
for Operational Risk management processesincluding tools, independent governance, and the Bank’s Operational Risk
capital model. Tools implemented for the identification and assessment of Operational risk include and is not limited
to:
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Operational Risk Management Framework (continued)

a) Riskand ControlSelf-Assessment

b) Operational Risk Event Management

c¢) KeyRiskIndicator Management

d) New product &Process Approval (NPPA); and
e) Issuesand ActionManagement

The Bank has alsoimplemented a comprehensive Business Continuity Management System (BCMS) aligned to national
andinternational Standards and regulations to ensure that Mashreq has the capabilities to respond and recover within
the impact appetite and the predefined recovery time objectives following any business disruption. Additionally, the
Bank has developed a comprehensive Third-Party Risk Management Framework in line with regulatory expectations
andindustry best practices.

Incident management

The reporting of Operational risk incidents is a critical component of the Group’s Operational risk management
framework. This ensures greater risk transparency across the organisation and helps to identify gaps and facilitate

timely remedial action for potential risk exposures.

The Central Bank of U.A E. published final guidelines on operational risk management in October 2018. These quidelines
lay out detailed supervisory expectations relating to operational risk governance, identification and assessment,
systems and reporting. ORMF is aligned to Circular No. 163/2018, the ‘Operational Risk Regulation’ and the
‘Operational Risk Standards

Market Risk Management

Market risk is the risk that fair value or cash flows of financial instruments held by the Group or its income may be
adversely affected by movement in market factors, such as interest rates, credit spreads, foreign exchange rates,
equity and commaodity prices.

Market risk at the Group is governed by a comprehensive control framework as defined by the approved Market Risk
Framework. This function is independent of any risk taking businesses. The Market Risk function folds under Risk
Management Group and reports to the Chief Risk Officer of the Group.

Market risk arises from the Group’s trading and non-trading activities. The Market Risk Management function primarily
manages risks arising from its proprietary trading activities. Risk exposure arising from non-trading activities is
managed by the Assets & Liabilities Committee (ALCO). Tradingrisks are primarily concentratedin Treasury and Global
Markets (TGM) and are managed by a robust framework of market risk limits that reflect the Group’s market risk
appetite. Appropriate limits are placed on position sizes, stop loss levels, as well as on market factor sensitivities

depending on the size and complexity of trading strategiesinvolved.
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Market Risk Management (continued)

A comprehensive risk reporting framework is in place whereby, positions are monitored daily against the established
limits and monitoringreports are circulated to the Market Risk Management and the respective Business Heads. In case
of alimit exception, corrective action is taken in line with the Market Risk Framework or the concerned trading desk’s

limits mandate.

Each trading desk has a ‘permitted product list’ comprising of products and structures which have been determined to
be appropriate for the TGM desk to trade. Any addition to this list is made after approval from Head of TGM, Head

of Market Risk and Chief Risk Officer who assess the risks associated with the product and verify that they can be
controlled effectively prior to approving the product.

The bank uses Value at Risk (VaR) methodology as its core analytical tool to assess risks across proprietary trading
desks. VaR is an estimate of the potential losses arising in a portfolio over a specified time horizon due to adverse
changes in underlying market factors. The Bank calculates its one-day VaR at a 99% confidence interval mainly using
Monte Carlo Simulations approach across its trading portfolio and open FX position. VaR results are highly dependent
on assumptions around input variables usedin the model and also VaR does not provide the ‘worst case’ possible loss.

Being a statistical technique, VaR is known to have limitations and therefore its interpretation needs to be further
supplemented by other limits, sensitivity triggers or stress tests. Stress testing is conducted by generating extreme,
but plausible scenarios, such as significant movements ininterest rates, credit spreads, etc. and analysing their effect

onthe Group's trading positions.

Stress testing is conducted by generating extreme, but plausible scenarios, such as significant movementsininterest

rates, credit spreads, etc. and analysing their effect on the Group’s trading positions.

In 2025, VaR was being calculated regularly and as of 31st December 2025, the 99% 1-day VaR was estimated at USD
3.29 million (31 December 2024: USD 0.85 million) for the bank wide market risk positions (stemming mainly from
proprietary trading FX net open position). The Bank’s VaR model considers FX risk in all currencies, including GCC pegged
currencies except USD and AED.

The 1day VaRlooks comparable on a y-o-y basis.

There has been no significant change to the Group’s exposure to market risks or the way these risks are managed and

measured.

Counterparty Credit Risk

Counterparty Credit Risk is one of the most significant risks in OTC derivatives trading and securities financing

transaction (SFTs) related activities. These risks are further sub categorizedinto two forms:
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i)  Pre-Settlement Risk

Counterparty credit risk is defined as the risk attributable to the downgrading and/or insolvency of a counterparty on
its obligations prior to the final settlement of the transaction’s cash flow. Internally the Group manages and monitors
the exposure to this risk by defining controls and limits around a ‘peak future exposure’ (PFE) measure and in many
cases by collateralizing facilities under Credit Support Annex (CSA). PFE is an estimate of the amount, at a 95%
confidence level, a counterparty may owe over the life of a derivative transaction (or portfolio of transactions).

The Group further measures a net Credit Value Adjustment (CVA) on all outstanding OTC derivative contracts to
account for market value of ‘credit risk’ due to any failure to perform on contractual agreements by a counterparty.
CVAis a function of our expected exposure to counterparts, probability of default and recovery rates. CVA ensure
derivatives transactions are priced or/and adequate reserves are built to account for expected credit losses.

ii)  Settlement Risk

Settlement Risk arises when a bank, exchanges securities or cash payments to a counterparty on a value date and is
unable to verify that payment or securities have beenreceivedin exchange until afterit has paid or deliveredits side of
the transaction. The bank manages this exposure by dealing preferentially on a DvP/PvP basis or by defining control

mechanism around settlement limits at a counterparty level.
Liquidity Risk

Liquidity Risk is the risk that the Bank’s entities, in various locations and in various currencies, will be unable to meet
financial commitment to a customer, creditor, or investor when due. The Bank has established a robust Liquidity
Management Framework that is well integrated into the Bank-wide Risk Management process. The primary objective
of the Liquidity Management Framework is to ensure with a high degree of confidence that the Bank is in a position to
both address its daily liquidity obligations and withstand a period of liquidity stress. In addition to maintaining sound
liquidity governance and management practices, the Bank also holds an adequate liquidity cushion comprised of High-
Quality Liquid Assets ("HQLA") to be in a position to survive such periods of liquidity stress.

Model Risk

Model risk is the risk, which is the potential for adverse consequences from decisions based on incorrect or misused
model outputs and reports. During the course of usage of models, the Bank may be exposed to potential losses
occurring from making decisions based onincorrect models or the inappropriate usage of models. This potential loss is
referred to as Model Risk. Model risk can lead to financial loss, poor business and strategic decision making, or damage
to abank's reputation. Models are used at Mashreq Bank (MB) for many purposes, including predicting client behaviour,
valuation of financial products and the measurement and management of risk. MB follows CB UAE requirements

mentioned in the Model Management Standards and Guidelines (MMSG).
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Shari‘ah Non-Compliance Risk

Mashreq Bank carries out Islamic business under a fully embedded Islamic Banking Window (“Islamic window”) which
offers clients a complete suite of Shari'ah compliant products and solutions. Islamic Banks (IBs) must be prudent
towards Shari'ah compliance, and such compliance requirements must permeate throughout the organization and their
products and activities. Being a licensed Islamic Financial Institution (“IFI”), the Islamic Window has to conduct its
activities and businesses in accordance with the provisions of Islamic Shari'ah, as outlined by CB-UAE Notice No. 2123/
2020 on Standards Re Shari'ah Governance for Islamic Financial Institutions in May 2020 and Standard Re Risk
Management Requirements For Islamic Banks in February 2021.

Mashreq Bank’s Board (“the Board”) is ultimately responsible for the Bank’s compliance with Islamic Shari'ah, where
applicable, in light of the Central Bank’s Standard Re. Shari'ah Governance for Islamic Financial Institutions. The CB UAE
Standards on Risk Management Requirements for Islamic Banks states that an Islamic Bank (IB) must establish,
implement and maintain arisk governance framework that enables it to identify, assess, monitor, mitigate and control
risks. Therisk governance framework consists of policies, procedures processes, systems, controls and limits. The Risk
Management Framework for Islamic Banking of the Bank outlines policies and procedures within Mashreq Bank for

compliance with relevant sections of these standards.
Reputational Risk

Reputational risk is recognized as a critical component of the Bank's overall Risk Management strategy. The
significance of maintaining a positive reputation cannot be overstated, as it directly influences customer trust,
investor confidence, and regulatory relationships. The ultimate responsibility for reputational risk management lies
with the executive leadership of the Bank. The Board of Directors, CEO, and the Senior Management team
comprising the Executive Committee (EXCO) members and their Direct Reports are accountable for fostering a
culture of ethical conduct and ensuring that the Bank's activities align with its values and mission. Each business unit
within the Bank is responsible for identifying and managing reputational risks associated with its operations.
Business leaders are accountable for implementing policies and procedures that mitigate reputational risks arising
from their activities. All employees play a crucial role in safeguarding the Bank's reputation. Training programs are
implemented to raise awareness about reputational risk, ethical conduct, and the impact of individual actions on the

Bank's standingin the market.

Compliance and Regulatory Risk

Compliance Risk is the risk of legal or regulatory sanctions, loss to reputation or material financial loss a bank may
suffer as aresult of its failure to comply with laws, reqgulations, rules, related self- regulatory organization standards,
and codes of conduct applicable to its banking activities. In the usual course of conduct of Business, Mashreq may be
exposed to potential Compliance risks (FC and RC risks). Mashreq applies a risk-based approach to assessing,

managing, monitoring and mitigating Compliance risks. The overall Compliance programme consists of key
components like Risk Appetite, Risk Assessment (FCRA and Product risk assessments), Periodic and trigger-based
KYC refresh, Transaction Monitoring and Unusual Activity Reporting, Investigations, STR filing and other reporting,

Training and awareness, RCSAs, Issues management and escalation, 2" and 3" LOD assurances and audits.
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Environmental, Social and Governance Risk

Environmental, Social and Governance risk encompasses the risks related to environmental, social and governance
issues such as climate change, sustainability, social responsibility and governance practices like board oversight,
succession planning, compensation, diversity, equity and inclusion etc. Managing environmental, social and
governance risk involves considering these factors in the lending and investment decision-making process and
assessing the potential financial impact of ESG-related events. ESGrisks are interlinked across multiple risk classes
and can potentially impact a wide range of risks throughout the organization, such as Credit Risk, Market Risk,
Reputationalrisk, Operationalrrisk, Modelrisk, Credit risk. Identification, assessment, mitigation and management of
ESGRisk is achieved through the Bank’s Sustainable Finance Framework and Sustainable Credit Policy.

Strategic Risk

Strategic risk is the risk of loss arising from ineffective formulation of strategy, business plans or the
implementation of these in a manner that is inconsistent with internal factors and external environment.
Crystallization of Strategic risk leads to one or more of lower earnings, impact on financial resources (capital and
funding) and loss of viability of the business. Specifically, Strategic risk emanates from:

a. Formulating of inadequate business strategies

b. Organization not being able to react to changes in business or macroeconomic environment in a timely
manner. Thisis also referred to as ‘Business risk’; and

c. Changing competitive environment due to changes in economic conditions, peer actions or other external

factors (e.g. client preferences, technology).

MashreqBank’s approach to manage Strategic Risk is elaborated uponin the Strategic Risk Management Framework
(SRMF) document.

Information Security and Data Privacy Risk

Information security risk comprises the risk to an organization and its stakeholders that could occur due to the
threats and vulnerabilities associated with the operation and use of information systems and the environments in
which those systems operate. The Bank's policies in respect of Information Security Risks are set out in the Group
Information Security Policy Manual. The Bank has an established framework for the reporting of Risk Appetite
Statement (RAS) and Security Metrics across the Technology function and Business Lines, and strict thresholds are
applied to each potential risk in order to identify any potential weakness in the applied controls. The Bank conducts
periodic security assessments to ensure that the controls implemented are compliant to the agreedrisk tolerance,
in addition the Bank also ensures compliance with all external regulators in relation to Information Security and

Technology Risk related mandates.
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43. Riskmanagement (continued)

Information Security and Data Privacy Risk (continued)

Data privacy, sometimes also referred to as information privacy concerns the proper handling of sensitive data
including, notably, personal data but also other confidential data, such as certain financial data andintellectual property
data, to meetregulatory requirements as well as protecting the confidentiality and immutability of the data. The Bank
has established Data Privacy and Protection Framework with comprehensive set of controls and measures to ensure
compliance to data privacy regulations and protection of confidential and sensitive data within Mashreq and suppliers.
Banks have data privacy management solutions to cater customer’s privacy needs and rights.

Interestrateriskmanagement

Interest rate risk arises from the possibility that changes ininterest rates will affect the value of financial assets and
liabilities to different extents. The Group is exposed to interest rate risk as a result of mismatches or gaps in the
amounts of assets and liabilities repricing at different times.

The Group uses simulation-modelling tools to measure and monitor interest rate sensitivity. The results are analysed
and monitored by the Assets and Liabilities Committee (“ALCO”). Since majority of the Group’s assets are floating

rate, deposits and loans generally are repriced within a short period of each other providing a natural hedge, which
reduces interestrate risk exposure. Moreover, the majority of the Group’s assets and liabilities reprice within one year,
thereby further limiting interest rate risk. The Group also has a significant current and savings account balances in

deposits which are largelyinterest free.

The impact of 50 basis points sudden movement in benchmark interest rate on net interest income over a 12 months
period as at 31 December 2025 would be a decrease in net interest income by -1.7% (in case of decrease of interest
rates) and would have been an increase in net interest income by +1.2 % (in case of increase of interest rates)
[31December 2024 -3.1% and +3.1%] respectively.

During the year ended 31December 2025, the effective interest rate onloans and advances to banks and certificates
of deposits with central banks was 4.3% (31 December 2024: 5.5%), on loans and advances measured at amortised
cost 6.2% (31 December 2024: 6.9%), on customers’ deposits 2.4% (31 December 2024: 2.7%) and on due to banks
(including repurchase agreements) 3.5% (31 December 2024: 4.5%).

The following table depicts the interest rate sensitivity position and interest rate gap position based on contractual

repricing arrangement:



Mashreqbank PSC Group

Notes to the consolidated financial statements
forthe year ended 31December 2025 (continued)
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Interestrate risk management (continued)

Interest rate repricing analysis:

31December 2025

Assets

Cash andbalances with central banks
Loans and advances to banks

Financial assets measured at fair value
Securities measured at amortised cost
Loans and advances to customers
Islamic financing and investment products
Acceptances

Reinsurance contract assets
Investmentinassociate

Investment properties

Property and equipment

Intangible assets

Other assets

Totalassets

Nné
Within3 Over3to Overé6to More than Non-interest

months 6 months 12months Tyear bearingitems Total

AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
11,678,042 - - - 21,854,241 33,532,283
43,960,270 11,651,806 5,493,249 371,799 4,243,938 65,721,062
3,016,531 2,383,364 3,138,176 10,450,288 2,469,139 21,457,498
2,220,248 708,894 634,685 25,342,477 - 28,906,304
93,412,891 14,702,180 9,360,568 21,280,899 (685,563) 138,070,975
16,044,725 1,478,352 1,138,906 7,501,239 114,482 26,277,704
- - - - 10,372,108 10,372,108
- - - - 3,222,503 3,222,503
- - - - 260,380 260,380
- - - - 183,935 183,935
- - - - 1,350,125 1,350,125

- - - - 423,331 423,331
- - - - 4,855,663 4,855,663
170,332,707 30,924,596 19,765,584 64,946,702 48,664,282 334,633,871
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Interestrate risk management (continued)
Interest rate repricing analysis (continued):

31December2025

Liabilities and equity

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

Islamic customers’ deposits

Acceptances

Other liabilities

Borrowings

Sukuk issued

Insurance contract and investment liabilities
Equity attributable to shareholders of the Parent

Non-controllinginterest

Totalliabilities and equity

On balance sheet gap

Off balance sheet gap

Cumulativeinterestrate sensitivitygap

nz
Within Over3 Overé6 More than Non-interest

3months to 6 months to12months Tyear bearingitems Total
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
24,190,681 3,195,838 3,428,968 396,278 7,710,500 38,922,265
7,136,046 - - - - 7,136,046
70,643,680 9,997,750 9,192,319 3,510,102 85,547,330 178,891,181
12,618,783 2,248,593 1,684,796 3,446,896 6,005,185 26,004,253
- - - - 10,372,108 10,372,108
- - - - 10,919,117 10,919,117
73,460 7,346,000 2,313,990 3,740,409 - 13,473,859
- - - 1,836,500 - 1,836,500
- - - - 6,501,987 6,501,987
- - - - 39,374,170 39,374,170
- - - - 1,202,385 1,202,385
114,662,650 22,788,181 16,620,073 12,930,185 167,632,782 334,633,871
55,670,057 8,136,415 3,145,511 52,016,517 (118,968,500) -
3,148 - - (3,148) - -
55,673,205 63,809,620 66,955,131 118,968,500 - -
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Interestrate risk management (continued)

Interest rate repricing analysis:

31December 2024

Assets

Cash and balances with centralbanks
Loans and advances to banks

Financial assets measured at fair value
Securities measured at amortised cost
Loans and advances to customers
Islamic financing andinvestment products
Acceptances

Reinsurance contract assets
Investmentin associate

Investment properties

Propertyand equipment

Intangible assets

Other assets

Totalassets

18

Within 3 Over3to Over6to More than Non-interest
months 6 months 12 months Tyear bearingitems Total
AED’000 AED’000 AED’000 AED’000 AED’000 AED'000
21,300,489 - - - 19,292,019 40,592,508
34,085,028 8,797,577 4,219,141 245,297 4,924,561 52,271,604
7,859,289 5,655,961 3,003,717 7,684,452 2,124115 26,327,534
1,467,159 31,272 1,229,595 6,782,752 6,339 9,797,117
74,003,645 11,147,943 3,001,368 16,400,504 (1,472,614) 103,080,846
13,944,693 673,456 373193 6,595,164 91,045 21,677,551
- - - - 3495,184 3,495,184
- - - - 3,379,148 3,379,148
- - - - 296,878 296,878
- - - - 151,620 151,620
- - - - 1,339,360 1,339,360
- - - - 374,333 374,333
- - - - 4,669,475 4,669,475
152,660,303 26,586,209 11,827,014 37,708,169 38,671,463 267,453,158
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Interestrate risk management (continued)

Interest rate repricing analysis (continued):

31December 2024

Liabilities and equity

Deposits andbalances due tobanks
Repurchase agreements with banks
Customers’ deposits

Islamic customers’ deposits

Acceptances

Otherliabilities

Borrowings

Insurance contract andinvestment liabilities
Equity attributable to shareholders of the Parent

Non-controllinginterest

Totalliabilities and equity

Onbalance sheet gap

Off balance sheet gap

Cumulative interest rate sensitivitygap

ne

Non-

Within Over3 Over 6 More than interest
3months to 6months to 12 months Tyear bearingitems Total
AED'000 AED'000 AED'000 AED'000 AED'000 AED'000
27,131,429 3,893,078 1,742,648 - 10,607,161 43,374,316
2,075,517 - - - - 2,075,517
53,396,330 10,232,579 6,544,853 2,052,570 71,338,461 143,564,793
7,336,089 1,318,006 1,458,054 946,314 6,316,438 17,374,901
- - - - 3,495,184 3,495,184
- - - - 9,698,535 9,698,535
296,218 252,788 150,754 3,202,768 - 3,902,528
- - - - 6,187,190 6,187,190
- - - - 36,712,765 36,712,765
- - - - 1,067,429 1,067,429
90,235,583 15,696,451 9,896,309 6,201,652 145,423,163 267,453,158
62,424,720 10,889,758 1,930,705 31,506,517 (106,751,700) -
(64,844) (16,9204) (10,018) 91,766 - -
62,359,876 73,232,730 75,153,417 106,751,700 - -
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Currencyrisk management

Currency risk represents the risk of change in the value of financial instruments due to changes in foreign exchange
rates. Limits on positions by currencies are monitored on a regular basis. The Group’s exposures as follows:

31December 2025 31December 2024

Netspot NetForward Netspot  NetForward
position position NetPosition position position  NetPosition
AED'000 AED’000 AED’000 AED'000 AED'000 AED'000
U.S.Dollars 63,882,975 (7,717,033) 56,165,942 32,927,511 (9,664,949) 23,262,562
QatariRiyals (192,208) (21,349) (213,557) (255,321) 66,824 (188,497)
Pound Sterling (443,070) 746,360 303,290 (780,976) 812,836 31,860
Euro (4,732,764) 4,921,037 188,273 (8,624,012) 8,562,641 (61,371)
Bahrain Dinar (70,615) (11,084) (81,699) 953,517 (801,867) 151,650
SaudiRiyal (2,074,403) 2,237,127 162,724 53,380 (43,723) 9,657
Japanese Yen (278,497) 272,359 (6,138) (995,263) 1,000,602 5,339
Swiss Francs 855,103 (857,626) (2,523) 16,146 (20,442) (4,2906)
Kuwaiti Dinar (13,283) (155,896) (169,179) 9,076 (155,020) (145,944)
Chinese Yuan (1,510,094) 1,205,241 (304,853) (1,581,441) 1,478,117 (103,324)
Other 1,876,621 (856,786) 1,019,835 1,782,130 (655,258) 1,126,872
Total 57,299,765 (237,650) 57,062,115 23,504,747 579,761 24,084,508

The exchange rate of AED against US Dollar is pegged and the Group’s exposure to currency risk is limited to that

extent.

Most of the major positions are in currencies that are peggedto the U.S. Dollar; therefore, any change in their exchange

rates will have insignificant sensitivity on the consolidated statement of profit or loss or consolidated statement of

comprehensiveincome.

Liquidity risk management

Liquidity risk is the risk that the Group’s entities, in various locations and in various currencies, will be unable to meet a

financial commitment to a customer, creditor, orinvestor when due.

The Group’s senior management'’s focus onliquidity managementis to:
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Liquidity risk management (continued)

=  betterunderstand the various sources of liquidity risk, particularly under stressed conditions;

= ensurethe Group’s short termandlongtermresilience, as measured by the Basellll guidelines, is sufficiently robust

to meet realistic adverse scenarios;
= develop effective contingency funding plans to deal with liquidity crises;

= develop liquidity risk tolerance levels within the Internal Capital Adequacy Assessment Process (ICAAP)
framework; and

®= demonstrate that the bank can survive the closure of one or more funding markets by ensuring that funding can
bereadilyraised from a variety of sources.

In compliance with Basel Committee on Banking Supervision (“BCBS”) document titled “Principles for Sound Liquidity
Management” and CBUAE “Regulations re Liquidity at Banks” (Circular Number 33/2015) and accompanying Guidance
Manual, the Group has established arobust liquidity management framework that is wellintegrated into the bank-wide
risk management process. A primary objective of the liquidity management framework is to ensure with a high degree
of confidence that the Bank is in a position to address bothits daily liquidity obligations as well as withstand a period of
liquidity stress. In addition to maintaining sound liquidity governance and management practices, the Bank also holds an
adequate liquidity cushion comprised of High Quality Liquid Assets ("HQLA”") to be in a position to survive such periods
of liquidity stress. The Bank’s Liquidity Management Framework has two tiers:

1. Board of Directors oversight through review and approval of Liquidity Management Policy and definition of
Liquidity Risk Tolerance Limits.

2. Strategies, policies and practices developed by the ALCO to manage liquidity risk in accordance with the

Board of directors approved isk tolerance and ensure that the bank maintains sufficient liquidity.

The Group’s Board of Directors (the “Board”) bears the ultimate responsibility for liquidity risk management within the
Bank. The Board members hence are familiar with liquidity risk and how it is managed as well as have a thorough
understanding of how other risks including credit, market, operational and reputation risks affect the bank’s overall
liquidity risk.

Mashregbank’s Head Office ("HO") and International Banking Group ("IBG”) Asset and Liability Committees (“ALCO”) are
responsible for formulating policies for implementing the Board approved liquidity risk appetite. In this regard, the
following policies, procedures and systems have been implemented:

a) Robust ALCO oversight through timely, pertinent information and analysis

ALCOs have a broad range of authority delegated by the Board of Directors to manage the Group’s asset and liability
structure and funding strategy. ALCOs meet on a regular basis to review liquidity ratios, asset and liability structure,
interest rate and foreign exchange exposures, internal and statutory ratio compliance, funding and repricing gaps and
general domestic and international economic and financial market conditions. ALCOs determine the structure,

responsibilities and controls for managing liquidity risk and for overseeing the liquidity position at all locations. The

Asset Liability Management (“ALM”) functionin the Group is then responsible forimplementing the ALCO policies.
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Liquidity risk management (continued)

The Head Office ALCO comprises of the Group Chief Executive Officer, the Group Chief Financial Officer, Group Chief
Risk Officer, Group Chief Credit Officer, Group Head of Retail Banking, Group Head of Corporate Banking, Group Head
of International Banking and the Group Head of Treasury & Capital Markets.

The IBG ALCO comprises of Group Head of International Banking, Group Head of Retail Banking, Group Chief Risk
Officer, Group Head of Treasury & Capital Markets, ALM, Finance and representatives from respective international
locations.

b) Maintenance of Adequate High QualityLiquid Assets (“"HQLA”) cushion

The Bank holds a portfolio of HQLA aligned with the established liquidity risk tolerance of the bank, which means at a
minimum it is sufficient to meet all regulatory and internal ratios under normal operating conditions, and enough to

meet the liquidity needs under stressed conditions as estimated by Stress tests.
c) Gaplimits

The minimum size of net placements in highly liquid money market instruments and HQLA bond portfolio is based on
liquidity stress testing exercise, which takes into account the stability of deposits from different sources as well as
contingent funding requirements of overseas branches. The Money Book and HQLA deployments are also required to
adhere to gap limits, to ensure that the bank s in a position to meet short term and intraday liquidity needs.

d) Liquidityriskmanagement over different time horizons and currencies

The time horizons over which the Bank manages liquidity risk range from intraday basis, day-to-day cashflow
movements, fund raising capacity over short and medium-term (up to one year) as well as vulnerabilities to events,

activities and strategies beyond one year that can put a significant strain on the Bank’s cash generation capability
e) ForwardlookingFunding Plan ensuring effective diversification in the sources and tenor of funding

Mashregbank develops its funding plan as part of its annual planning exercise. The plan places emphasis on diversifying

the funding sources and maintaining market access to different sources of funding.

The Bank has historically relied on customer deposits for most of its funding needs. Over the years, the Bank has
successfully introduced various cash management products and retail savings’ schemes which have enabled it to
mobilise low cost, broad based deposits. In order to diversify the funding sources, a Euro Medium Term Notes program
was launched in 2004 and, as of 31 December 2025 has an outstanding balance of AED 4.3 billion (2024: AED 2.07
billion) [Note 19]in medium-term loans. The Bank also established Certificate of Deposit (CD) programmes throughiits
London branch in 2014 and its Hong Kong Branch in 2018. Recently the Bank established a Trust Certificate (Sukuk)

Issuance Programme in 2024.
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Liquidity risk management (continued)

f) Liquidity Stress Testing for a variety of short-term and protracted Group-specific and market-wide

stress scenarios

Stress tests enable the Bank to analyze the impact of stress scenarios onits consolidated group wise liquidity position
as well as on the liquidity position of individual entities. The stress scenarios have been designed to incorporate the
major funding and market liquidity risks to which the Bank is exposed. ALCO and the Board reviews the bank’s choice of
scenarios and related assumptions as well as the results of the stress tests.

g) ContingencyFundingPlanoutlining the Bank’s step by step response to Liquidity contingency situations

of different magnitudes

Mashregbank has a formal contingency funding plan (“CFP”), whichis updated, reviewed and approved by the HO ALCO
and the Board on an annual basis. The CFP provides a list of liquidity generation tools which would be used to counter
liquidity stress at different stages of the contingencuy.

h) FTPFramework for allocatingliquidity costs, benefits andrisks to all business activities

Mashregbank has awell-developed FTP policy and system that aims to create transparencyin profitability and insulate

Business Units frominterest rate risk.

i) Regularinternalas wellas CBUAE audits focused on HQLA cushion andLiquidity management policies and

procedures

Mashregbank’s liquidity policies, procedures and systems are subject to end to end review by internal audit as well as by
the CBUAE.

The Bank has strengthenedits liquidity buffer by raisingdeposits in line with loan growth. 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. The Russia Ukraine war and the Israel-Hamas crisis have not significantly impacted the UAE

banking sector’s liquidity.
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Maturity profile:
The maturity profile of assets, liabilities and equity as at 31 December 2025 were as follows:
Within Over3to6 Overé6to Over1lto Over

3months months 12months S5years S5years Total

AED’000 AED’000 AED'000 AED’000 AED’000 AED’000
Assets
Cash and balances with central banks 33,532,283 - - - - 33,532,283
Loans and advances to banks 35,312,007 15,310,585 8,749,337 6,349,133 - 65,721,062
Financial assets measured at fair value 4,233,507 2,441,600 3,175,482 3,153,796 8,453,113 21,457,498
Securities measured at amortised cost 2,220,248 708,894 634,685 5,195,125 20,147,352 28,906,304
Loans and advances to customers 46,864,216 11,121,137 9,744,265 42,720,399 27,620,958 138,070,975
Islamic financing and investment products 14,936,361 1,630,121 802,945 3,178,512 5,729,765 26,277,704
Acceptances 7,337,675 963,201 2,055,169 9,188 6,875 10,372,108
Reinsurance contract assets 1,134,541 605,025 643,896 814,348 24,693 3,222,503
Investmentin associate - - - - 260,380 260,380
Investment properties - - - - 183,935 183,935
Property and equipment - - - - 1,350,125 1,350,125
Intangible assets - - - - 423,331 423,331
Other assets 4,498,739 169,437 65,245 88,275 33,967 4,855,663
Totalassets 150,069,577 32,950,000 25,871,024 61,508,776 64,234,494 334,633,871
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Maturity profile (continued)

Liabilities and equity

Deposits andbalances due to banks
Repurchase agreements with banks
Customers’ deposits

Islamic customers’ deposits

Acceptances

Other liabilities

Borrowings

Sukukissued

Insurance andinvestment contract liabilities
Equity attributable to shareholders of the Parent
Non-controllinginterest

Totalliabilities and equity

Guarantees
Letters of credit

Total

125
Within Over3to6 Overé6to Over1lto Over

3months months 12 months Syears S5years Total
AED'000 AED'000 AED'000 AED'000 AED'000 AED'000
32,412,259 4,565,323 1,548,405 396,278 - 38,922,265
7,136,046 - - - - 7,136,046
155,206,197 10,086,664 10,017,867 3,043,262 537,191 178,891,181
17,084,985 2,002,553 3,469,819 3,446,896 - 26,004,253
7,337,675 963,201 2,055,169 9,188 6,875 10,372,108
9,527,155 389,709 397,823 496,779 107,651 10,919,117
73,460 - 2,313,990 1,909,382 9,177,027 13,473,859
- - - 1,836,500 - 1,836,500
1,940,106 921,459 972,696 1,708,225 959,501 6,501,987
- - - - 39,374,170 39,374,170
- - - - 1,202,385 1,202,385
230,717,883 18,928,909 20,775,769 12,846,510 51,364,800 334,633,871
5,672,866 2,463,831 2,952,670 12,230,417 7,802,088 31,121,872
9,163,447 1,345,681 1,561,411 33,499 30,375 12,134,413
14,836,313 3,809,512 4,514,081 12,263,916 7,832,463 43,256,285
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Maturity profile (continued)
The maturity profile of assets, liabilities and equity as at 31 December 2024 were as follows:
Within Over3to Over 6 to Over1to Over

3months 6months 12 months Syears S5years Total

AED'000 AED'000 AED'000 AED'000 AED'000 AED'000
Assets
Cash andbalances with central banks 40,592,508 - - - - 40,592,508
Loans and advances tobanks 27,610,771 10,204,918 7,595,672 6,860,243 - 52,271,604
Financial assets measured at fair value 9,024,513 5,655,961 3,003,717 1,455,598 7,187,745 26,327,534
Securities measured at amortised cost 1,485,388 31,166 1,228,037 3,252,701 3,519,825 9,79717
Loans and advances to customers 35,611,493 8,192,501 8,441,861 24,606,207 26,228,084 103,080,846
Islamic financing andinvestment products 9,120,178 2,660,699 553,149 2,987,103 6,356,422 21,677,551
Acceptances 2,636,157 462,929 347,636 48,462 - 3,495,184
Reinsurance contract assets 1,342,486 618,807 656,315 740,019 21,521 3,379,148
Investmentinassociate - - - - 296,878 296,878
Investment properties - - - - 151,620 151,620
Propertyand equipment - - - - 1,339,360 1,339,360
Intangible assets - - - - 374,333 374,333
Otherassets 4,144,562 150,299 179,012 190,951 4,651 4,669,475
Total assets 131,568,056 28,257,280 22,005,399 40,141,984 45,480,439 267,453,158
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Maturity profile (continued)

Liabilities and equity

Deposits andbalances due tobanks
Repurchase agreements with banks
Customers’ deposits

Islamic customers’ deposits
Acceptances

Other liabilities

Borrowings

Insurance and investment contract liabilities
Equity attributable to shareholders of the Parent
Non-controllinginterest

Totalliabilities and equity

Guarantees
Letters of credit

Total

127
Within Over3to Over 6to Over1to Over

3months 6months 12 months Syears Syears Total
AED'000 AED'000 AED'000 AED'000 AED'000 AED'000
36,184,911 4,436,682 2,385,423 367,300 - 43,374,316
2,075,517 - - - - 2,075,517
123,919,233 10,241,187 7,295,629 1,781,442 327,302 143,564,793
13,650,602 1,318,026 1,459,959 946,314 - 17,374,901
2,636,157 462,929 347,636 48,462 - 3,495,184
8,582,741 482,707 379,919 153,332 99,836 9,698,535
296,218 252,788 150,754 1,371,741 1,831,027 3,902,528
1,846,842 830,785 927,249 1,600,863 981,451 6,187,190
- - - - 36,712,765 36,712,765
- - - - 1,067,429 1,067,429
189,192,221 18,025,104 12,946,569 6,269,454 41,019,810 267,453,158
4,889,113 2,007,709 3,853,309 5,538,554 7,388,586 23,677,271
1,294,171 2,148,056 1,106,965 22,355 61,611 14,633,158
16,183,284 4,155,765 4,960,274 5,560,909 7,450,197 38,310,429
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Maturity profile (continued)

The following table summarises the maturity profile based on contractual undiscounted repayment obligations as at 31 December 2025:

Liabilities

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

Islamic customers’ deposits
Acceptances

Other liabilities

Borrowings

Sukukissued

Insurance and investment contract liabilities

Totalliabilities

128

Within Over3to Overé6to Over1to Over
3 months 6 months 12months S5years Syears Total
AED’000 AED'000 AED’000 AED’000 AED’000 AED’000
32,561,736 4,610,532 1,591,762 449,216 1,043,732 40,256,978
7,136,046 - - - - 7,136,046
155,341,238 10,240,348 10,332,702 3,515,076 561,898 179,991,262
17,201,602 2,076,070 3,604,531 3,862,176 - 26,744,379
7,337,675 963,201 2,055,169 9,188 6,875 10,372,108
9,527,155 389,709 397,823 496,779 107,651 10,919,117
110,594 36,156 2,389,740 2,566,750 9,487,568 14,590,808
- - - 1,919,774 - 1,919,774
1,940,105 921,460 972,696 1,708,225 959,501 6,501,987
231,156,151 19,237,476 21,344,423 14,527,184 12,167,225 298,432,459
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43. Riskmanagement (continued)

Maturity profile (continued)

The following table summarises the maturity profile based on contractual undiscounted repayment obligations as at 31 December 2024:

Within Over3to6 Overé6to Overlto Over

3months months 12 months Syears S5years Total

AED'000 AED'000 AED'000 AED'000 AED'000 AED'000
Liabilities
Deposits and balances due to banks 36,268,510 4505,404 2,432,064 439,021 - 43,644,999
Repurchase agreements with banks 2,075,517 - - - - 2,075,517
Customers’ deposits 124,010,829 10,431,740 7,537,152 2,063,030 374,018 144,416,769
Islamic customers’ deposits 13,804,498 1,385,851 1,529,134 1,058,331 - 17,777,814
Acceptances 2,636,157 462,929 347,636 48,462 - 3,495,184
Other liabilities 8,582,741 482,707 379,919 153,332 99,836 9,698,535
Borrowings 340,888 294,443 235,641 2,055,389 2,286,192 5,212,553
Insurance and investment contract liabilities 1,846,842 830,785 927,249 1,600,863 981,451 6,187,190

Totalliabilities 189,565,982 18,393,859 13,388,795 7,418,428 3,741,497 232,508,561
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43. Riskmanagement (continued)

Compliance Risk

Compliance risk is the risk of an activity not being conducted in line with the applicable laws and regulations leading to
reputational and/or financial losses. The Group manages compliance risk through a compliance function which is
responsible for monitoring compliance of laws and regulations across the various jurisdictions in which the Group
operates.

The Bank previously became aware that certain historical US dollar payment processing activities may have potentially
breached US sanction laws in effect at the time. Accordingly, the Bank proactively cooperated with the UAE and the US
regulators and appointed external legal advisors to assist in the review of these transactions, including compliance with
US sanctionlaws as well asits own compliance processes.|n 2018, the Bank formally submitted the findings of the review
to theregulatorsin both the UAE and the US.

During the year ended 31December 2021 the Bank reached ajoint settlement with the Office of Foreign Assets Control

(OFAC), the New York State Department of Financial Services (DFS) and the Federal Reserve Board of Governors (FRB).
No separate financial penalty was levied by OFAC and FRB. The Bank has complied with the terms of the settlement.
Another US agency that participatedin the investigationis not as at current date manifesting a continuedinterestin the
matter, but we cannot preclude that they might do so in the future. 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 note 3].

Fair value measurements 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 aliability, the Group takes into
account the characteristics of the asset or liability if market participants would take those characteristicsinto account
when pricing the asset or liability at the measurement date.

In addition, for financial reporting purposes, fair value measurements are categorisedinto Level 1, 2 or 3 based on the
degree to which theinputs to the fair value measurements are observable and the significance of the inputs to the fair

value measurementinits entirety, which are described as follows:

= Levellinputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can

access at the measurement date;

®  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

= Level 3inputs are unobservable inputs for the asset or liability. The group measures investments in the category
using various valuations techniques. Theseinclude the net assets valuation method where there is unavailability of
market and comparable financial information comparable sales transactions after applying an appropriate hair cut

and discounted cash flow models where appropriate
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43. Riskmanagement (continued)

Fair value measurements of financial instruments (continued)

Valuation techniques and assumptions applied for the purposes of measuring fair value
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The fair values of financial assets and financial liabilities are determined using similar valuation techniques and

assumptions as used for the year ended 31December 2024.

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

givesinformation about how the fair values of these financial assets are determined:

Financial assets measuredat FVTPL
Quoted debtinvestments

Quoted equityinvestments
Unquoted debt investments

Funds

Unquoted equityinvestments
Unquoted debt investments

Financial assets measured at FVTOCI
Quoted equityinvestments

Quoted debtinvestments

Unquoted equityinvestments

Funds

Fairvalue
Fairvalueasat hierarchy
2025 2024
AED’000 AED'0O00
1,209,981 165,624 Level1
1,005 23,689 Levell
1,441,198 730,092 Level 2
1,349,908 1,326,137 Level 2
1,101 1,032 Level 3
95 - Level 3
4,003,288 2,246,574
Fair value
Fairvalueasat hierarchy
2025 2024
AED’000 AED'O00
933,929 755,933 Levell
15,908,085 23,001,663 Levell
87,544 79,946 Level 3
524,652 243,418 Level 2
17,454,210 24,080,960
21,457,498 26,327,534

There were no transfers between each of the levels during the year.
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Fair value measurements of financial instruments (continued)

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

2025 2024

AED’'000 AED’000

At1January 1,032 1132
Purchases 8,545 344
Transfer out (8,450) -
Changeinfair value 68 (444)
At 31December 1,195 1,032

Reconciliation of Level 3 fair value measurement of financial assets measured at FVTOC!

2025 2024

AED’000 AED’000

At1January 79,946 56,049
Purchases 5,510 38,371
Disposals/matured (120) (1,703)
Changeinfair value 2,208 (13,377)
At 31December 87,544 79,946

All gain and losses related to investment in unquoted equity instruments are included in consolidated statement of

comprehensive and are reported as changes of investments revaluationreserve
Fair value of financialinstruments measured at amortised cost
Except as detailed in the following table, the management considers that the carrying amounts of financial assets and

financial liabilities measured at amortised cost in the consolidated financial statements approximate their fair values and

carrymarket rates of interest.
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Fair value measurements of financial instruments (continued)

31December 2025

Financial assets:

Securities measured at
amortised cost

31December 2024

Financial assets:

Securities measured at
amortised cost

31December2025
Financial liabilities

Medium-term notes

31December 2024
Financial liabilities
Medium-term notes
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Gross
carrying Fairvalue
amount Levell Level 2 Level 3 Total
AED'000 AED'000 AED'000 AED'000 AED’'000
28,924,027 27,281,111 1,069,478 704,312 29,054,901
9,827,791 7,761,200 1,108,476 668,717 9,538,393
Gross
carrying Fairvalue
amount Levell Level 2 Level 3 Total
AED’000 AED’000 AED’'000 AED’000 AED’000
4,296,832 4,358,252 - - 4,358,252
2,071,501 1,970,316 - 116,950 2,087,266
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Fair value measurements of financial instruments (continued)
Fair value sensitivity analysis

The following table shows the sensitivity of fair values to 1% increase or decrease as at 31 December 2025 and
31December 2024:

Reflectedinconsolidated

Reflectedin consolidated statement of comprehensive
statement of profitorloss income
Favourable Unfavourable Favourable Unfavourable
change change change change
AED'000 AED’'000 AED’000 AED’000
31December 2025
Financial assets measured at fair value 40,033 (40,033) 174,542 (174,542)
Derivatives 3,606 (3,606) - -
31December 2024
Financial assets measured at fair value 22,466 (22,466) 240,810 (240,810)
Derivatives 6,284 (6,284) - -

Majority of the derivative financialinstruments are back-to-back; therefore, any change to the fair value of the derivatives
resulting from price input changes will have insignificant impact on the consolidated statement of profit or loss or

consolidated statement of comprehensiveincome.

44. Foreignrestricted assets

Net assets equivalent to AED 604 million as at 31 December 2025 (31 December 2024: AED 586 million) maintained by
certain branches of the Bank, operating outside the UAE, are subject to exchange control regulations of the countries in

which these branches operate.

45. Taxation

On 9@ December 2022, the United Arab Emirates (“UAE") Ministry of Finance (‘MoF”) released Federal Decree-Law No 47 of
2022 on the Taxation of Corporations and Businesses, Corporate Tax Law (“CT Law”) to enact the Corporate Tax (“CT")
regime which became effective for accounting periods beginning on or after 1June 2023. The entities that are in scope for
the UAE CT purposes are subject toa 9% CT rate.

Inorder to align with OECD'’s Global Minimum Tax ef fort (“Pillar Two”), the UAE Ministry of Finance hasissued Cabinet Decision
No (142) of 2024 that implements a Domestic Minimum Top-up Tax ("DMTT") of 15% for Multinational Enterprises (“MNEs")
that are within scope of Pillar Two based on OECD Model rules with effect from financial years starting on or after st
January2025. Mashreqis an MNE Group with consolidated revenue exceeding €750 million threshold, hencein scope of Pillar
Two legislation as operatingin certainjurisdictions that have enacted or substantively enacted Pillar Two legislation.
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The Group estimates the current tax expense of AED 1,291Mio for the period ended 31 December 2025 (31December 2024:
AED 868 Mio). The Effective TaxRate (ETR) for the period ending31December 2025is15.63% (31December 2024:8.79%).
Theriseinthe ETR compared tolast yearis mainly due to the introduction of DMTT in the UAE. Pillar Two rules also impacted

the tax expenses of the Mashreq entities in Bahrain, Kuwait and Qatar.

Furthermore, for the period ended 31December 2025, the Group has applied the |IASB amendment tolAS 12, Income Taxes,

which provides a mandatory temporary exception from recognizing or disclosing deferred taxes related to Pillar Two. The

Group will continuouslymonitor legislative developments and willaccount for any potential top-up taxin compliance with the

IAS 12 Amendments going forward.

a) Recondiliation of tax expense and the accounting profit multiplied by United Arab Emirates’ domestic tax rate on 31

December 2025:

Accounting profit before tax

At United Arab Emirates' statutory income tax rate of 9%

Tax effect of expenses that are not deductible in determining taxable
profit

Tax effect of income not taxable in determining taxable profit

UAE pillar two taxes

Foreign pillar two taxes

Effect of different tax rates from operationsin other jurisdictions
WHT in foreignjurisdictions

Return to Accrual Adjustment

Deferred tax charge / (credit) to profit andloss

Others

Income tax expense / (credit) reportedin the consolidatedincome
statement

Effective taxrate

b) OC

The major components of income tax expense for the period ended 31
December 2025 are:

Current income tax charge/(credit) [Not to be reclassified to P&L A/c
subsequently]:

- Related to changes in fair value of financial assets measured at fair
value through other comprehensive income (equityinstruments)

- Adjustmentin respect of currentincome tax of previous year

2025 2024
AED'000 AED'000
8,260,984 9,885,904
743,489 889,731
7,726 6,248
(12,931) (151,733)
342,476 -
52,803 -
98,772 126,125
42,112 -
13,219 -
3,184 -
(59) (1,844)
1,290,791 868,527
15.63% 8.79%
2025 2024
AED'000 AED'000

9,901 6,096

9,901 6,096
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45. Taxation(continued)

Current Deferred tax[To be reclassified to P&L A/c subsequently]:
- Relating to changes in fair value of financial assets measured at fair

value through other comprehensive income (debtinstruments) 24,579 (27,736)
- Relating to changes in currency translation reserve (9,713) (23,893)
Income tax expense / (credit) reportedin the OCI 14,866 (51,629)

46. Additional Tier 1 capital securities

In July 2022, the Bank issued USS 300 million (AED 1,101.9 million) regulatory Additional Tier 1 (AT1) capital securities.
These securities are perpetual, conditional, subordinated and unsecured and are classified as equity. These securities
areissued at a couponrate of 8.5% p.a. The Bank can elect not to pay a coupon at its own discretion and has an option
to callback the securities in July 2027 subject to Central Bank approval.

In June 2024, the Bank issued USS 500 million (AED 1,836.5 million) regulatory Additional Tier 1(AT1) capital securities.
These securities are perpetual, conditional, subordinated and unsecured and are classified as equity. These securities are
issued at a couponrate of 7.125% p.a. The Bank can elect not to pay a coupon atits own discretion and has the option to
callback the securities in 2029 subject to Central bank approval.

47. Comparativeinformation

Certain comparative amounts in consolidated statement of financial position and notes to the consolidated financial
statements have been adjusted to conform to the current presentation.

48. Sukukissued

In April 2025, the Bank issued a U.S. dollar denominated senior unsecured Sukuk, amounting to USD 500 million (AED
1,836.25 million) with 5-years maturity and an expected profit rate of 5.03 per cent. The Sukuk represents Mashreq’s
first Shariah compliant issuance in the international capital markets through a USD 2.5 billion Sukuk Programme.

49. Subsequent events

There have been no events subsequent to the statement of financial position date that would significantly affect the

amounts reportedin the consolidated financial statements as at and for the year ended 31 December 2025.
50. Approval of consolidated financial statements
The consolidated financial statements for the year ended 31December 2025 were approved by the Board of Directors

and authorised for issue on 02 February 2026 and signed on its behalf by the Chairman of the Board and the Group
Chief Executive Officer.





