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Q1 2008 Results

Net Income. The bank reported a net income of AED336 million in
1Q2008, up 32.4% from AED253 million reported in 1Q2007.

Net Interest Income. Net interest income increased by 19.7% to
reach AED282 million, versus AED236 million last quarter, on the back
of an 11.7% increase in interest income to AED737 million,
accompanied by a 7.2% increase in interest expense to AED455
million.

Operating Income. Total operating income grew by an impressive
34% to AED487 million, on the back of the 19.7% increase in net
interest income, an impressive 60.3% growth in net fees and
commissions to AED129 million, and 112.2% surge in investment
income.

Provisions and Operating Expenses. Booked provisions stood at
AED8 million. Total operating expenses increased by 29% to AED139
million. The overall cost-to-income ratio went down from 29.6% to
28.5%.

Loans, Deposits and Utilisation. Compared to the end of
December 2007, gross loans increased by 7.2% to reach AED40.6
billion, deposits increased by 1.6% to record AED40.8 billion, and the
total investment in securities went down by 5%. Utilisation (gross
loans/deposits) went up from 94% to 99%. However, UNB does not
face funding pressure, where the gross loans to average interest
bearing liabilities stood at 82.7%.

Our Opinion. We believe that the results are in line with our
expectations. It is worthy to note that, when comparing the results to
Q4 2007 figures, it becomes obvious that UNB will face slightly tighter
margins in 2008 and slower growth in investment income, which we
believe will be the challenge facing banks in the GCC this year.

(AED Mil) 1Q2007 1Q2008  Q-on-Q Change
Interest Income 660 737 11.7%
Interest Expense (424) (455) 7.2%
Net Interest Income 236 282 19.7%
Fees & Commissions 81 129 60.3%
Investment Income 27 58 112.2%
Other Operating Income 20 17 -11.6%
Operating Income 363 487 34.0%
Loan-Loss Provisions ©) ®) 3634.8%
Administrative Expenses (75) (90) 18.9%
Depreciation & Amortization @) (15) 114.1%
Other Operating Expenses (25) (34) 35.2%
Total Operating Expenses (108) (139) 29.0%
Net Operating Profit 256 340 33.0%
Minority Interest @) ) 54.3%
Profit Before Taxes 254 338 32.8%
Income Taxes 1) ) 190.4%
Net Profit After Taxes 253 336 32.4%
(AED Mil.) Dec-07 Mar-08 Change
Cash & Due from Central Bank 9,827 9,360 -4.8%
Due from Banks 3,720 2,563 -31.1%
Investment securities, net 2,605 2,473 -5.0%
Loans & Discounts, gross 37,878 40,595 7.2%
Loans & Discounts, net 37,379 40,089 7.3%
Total Assets 55,457 57, &7 3.5%
Due to Banks 815 2,118 160.0%
Customer Deposits 40,204 40,839 1.6%
Medium-term Borrowings 6,090 6,122 0.5%
Total liabilities 48,890 50,800 3.9%
Total Net Worth 6,567 6,578 0.2%
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Key data

Reuters Code

UNB.AD

Market Cap
AED16.1 billion
US$4.4 billion

Shares Outstanding
1,875 million

Average Daily Turnover
AED8.8 million

Foreign Ownership limit
40%

Recommendation Target Price

AED9.80

Bloomberg Code
UNB UH

Shareholders’ Structure

40% | Finance Department
(Government of Abu Dhabi)

10%0 | Government of Dubai

10% ] Abu Dhabi Investment Council

40% | Free Float

52-week high / low
AED8.75/5.29

AED

Union National Bank ——ADI

Branches

47 I S S I
Overseas branches/ FESTSS TS ES
Subsidiaries Asset market share 07

0/1 4.5%

ATMs Loan market share 07

100+ 5.2%

Employees Deposit market share 07

1,200+ 5.6%

Valuation: Attractive DCF and Multiples

UNB is one of our top picks in the UAE, with the DCF price (AED10.00)
offering 17% upside potential to the current market price.

In terms of multiples, the bank has attractive multiples, trading at a
P/B FYO8E of 2.4x and P/EFYO8E of 11.9x, compared to a regional and
emerging market sector average of 2.7x (for similar ROAE) and 13.2x.
We assign UNB a target price of AED9.80, with an Add
recommendation.
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Strategy Briefing

The management of Union National Bank plans to focus on diversifying
its operations, to achieve a solid domestic presence, in addition to
becoming a key player in the region, which is clearly highlighted in
management's vision. UNB has recently been issued the licence by
QFC Regultaory Authority to open a branch in Qatar.

There will be an enhancement of all UNB’s business lines, specifically
retail, investment banking and capital market activities, with controlled
exposure to mortgage fianacing. UNB will tap Islamic banking through
its newly-created subsidiary, Al Wifag Finance Company. Acquiring
Alexandria Commercial and Maritime Bank in Egypt was the bank's
first move to gain regional presence, yet UNB is eyeing more cross-
border expansion in the region and North Africa. Managment's
strategy is to focus on the local market, to be the main contributor to
the consolidated bottom line, with an international presence as the
diversifier to the sources of revenues.
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Financial Summary (Fiscal Year ends December| AED million)

Income Statement

Interest Income

Interest Expense

Net Interest Income
Fees & Commissions, Net
Investment Income, Net
Other Operating Income
Net Operating Income
Administrative Expenses
Depreciation

Other Operating Expenses
Total Operating Expenses
Loan-Loss Provisions

Net Operating Profit
Income Taxes

Net Profit after Taxes
Balance Sheet

Assets

Cash & Short Term Assets
Inter-bank Deposits

ST Investments in Securities
Gross Loans & Advances
(Loan-Loss Provisions)

Net Loans & Advances

LT Treasury & Other G-secs
Investments in Securities
Net Fixed Assets

Other Assets

Total Assets

Liabilities

Due to Banks

Customer Deposits

Other Purchased Funds
Total Liabilities

Total Net Worth

Contra Accounts

Key Ratios

EPS (AED)

P/E (X)

Avg. BVPS (AED)

P/BV (x)

DPS (AED)

Dividend yield (%)
Profitability Ratios
ROAA

ROAE

Net Spread

Net Interest Margin
Efficiency Ratios

Cost -to- Income
Liquidity Ratios

Av. G. Loans/ Av. Deposits
Av. N. Loans/ Av. Deposits
Av. N. Loans/ Av. Funds
Asset Quality Ratios
Av. N. Loans/ Av. Assets
Av. NPLs/ Av. G. Loans
Provisions Coverage
Capitalisation Ratios
Capital Adequacy Ratio
Dividend Payout Ratio

2007A

2,892
-1,802
1,090

373
184
48
1,695
-337
-38
-123
-498
-14
1,182
-3
1,168
2007A

9,827
3,720
1,377
37,878
-500
37,379
189
1,013
280
1,647
55,457

815
40,204
6,090
49,202
6¥255)
28,607
2007A

0.62
13.8
3.25
2.6
0.17
1.9

2.4%
19.2%
3.1%
2.8%

29.4%

93.8%
92.3%
79.6%

66.9%
1.2%
142.8%

14.4%
26.7%

2008F

3,151
-1,900
1,251
486
215
60
2,011
-414
-46
-148
-608
-37
1,366
-3
1,349
2008F

12,721
1,116
1,927

49,242

-5637
48,705
189
1,063
321
2,339
68,381

2,526
50,256
5,677
61,210
7,171
35,758
2008F

0.72
11.9
3.58
2.4
0.22
2.5

2.2%
20.1%
3.3%
2.7%

30.2%

96.3%
95.2%
81.5%

69.5%
0.9%
132.0%

12.9%
30.0%

2009F

3,757
-2,299
1,458

601
264
72
2,396
-550
-53
-177
-780
-58
1,558
-4
1,538
2009F

15,2615
1,004
2,506

61,552

E595
60,957
189
1,116
360
2,962
84,390

7,325
60,307
5,277
76,175
8,215
42,910
2009F

0.82
10.5
4.10
2.1
0.25
2.9

2.0%
20.0%
3.2%
2.6%

32.6%

100.2%
99.2%
83.5%

71.8%
0.8%
127.0%

11.9%
30.0%

Target Price

AED9.80
2010F 2011F
3,889 4,069
-2,209 -2,121
1,680 1,948
708 776
312 355
83 G5}
2,782 3,173
-628 -718
-61 -68
-213 -255
-902 -1,042
-52 -38
1,829 2,093
-5 -5
1,806 2,067
2010F 2011F
18,514 21,509
904 814
3,007 3,458
73,863 84,942
-647 -685
73,216 84,257
189 189
1,172 1,231
410 422
3,367 3,678
100,779 115,55
11,720 17,580
72,368 83,223
3,673 0
91,337 104,71
9,442 10,845
49,346 56,748
2010F 2011F
0.96 1.10
8.9 7.8
4.71 5.40
1.8 1.6
0.29 0.33
3.4 3.9
2.0% 1.9%
20.5% 20.4%
3.0% 2.9%
2.5% 2.4%
32.4% 32.8%
102.1% 102.1%
101.1% 101.2%
83.5% 83.5%
72.5% 72.8%
0.7% 0.7%
122.0% 117.0%
11.6% 11.6%
30.0% 30.0%
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Disclaimer

Copyright © 2008 by Beltone Research ("Beltone™). All rights reserved. This publication may not be reproduced or re-disseminated in whole
or in part without prior written permission from Beltone. The information provided herein is for informational purposes only and is not
intended as an offer or solicitation with respect to the purchase or sale of any security, nor a recommendation to participate in any particular
trading strategy. Such information is subject to change without prior notice. Although Beltone obtains information from sources it considers
reliable, Beltone makes no representations or warranties as to the information's accuracy or completeness. Furthermore, such information
may be incomplete or condensed. Beltone has no liability for any errors or omissions or for any losses arising from the use of this
information. Investors shall bear all responsibility for investment decisions taken on the basis of the contents of this report. Beltone strongly
advises potential investors to seek financial guidance when determining whether an investment is appropriate to their needs. All opinions and
estimates included in this report constitute our judgment as of the date published on the report and are subject to change without notice.

Beltone Investments S.A.E. F.Z., a foreign broker-dealer, has prepared this research report. For further information concerning this research
report or any security described herein, please contact Beltone Enclave Securities, 708 Third Avenue, New York, NY 10017, 646-454-8600
(“Beltone Enclave”). Beltone Enclave is a division of Enclave Capital LLC, a U.S. broker-dealer that is registered with the Securities and
Exchange Commission (the “Commission”) and is a member of the Financial Industry Regulatory Authority (FINRA). Since this research
report was prepared by a broker-dealer that is neither registered with Commission nor a member of FINRA, U.S. rules on research analysts
and research reports and the attendant restrictions and required disclosures do not apply.

This research report does not constitute, nor shall it be deemed, an offer to sell or the solicitation of an offer to buy, any security, and has
been prepared for informational purposes only. While reasonable care has been taken to ensure that the information contained herein is
correct and not misleading, no representation is made as to the accuracy or completeness of this research report and, as a result, no reliance
should be placed on it and no liability is accepted for any direct, consequential or other loss arising from any use of this research report or its
contents.

This research report contains information that is intended to be conveyed only to intended recipients that are “major U.S. institutional
investors” (i.e., U.S. institutional investors that have, or have under management, total assets in excess of $100 million or investment
advisers that are registered with the Commission and have total assets under management in excess of $100 million). If the reader or
recipient of this research report is not the intended recipient, please notify Beltone Enclave immediately and promptly destroy this research
report without retaining any portion hereof in any manner. The unauthorized use, dissemination, distribution or reproduction of this research
report by any person other than the intended recipient is strictly prohibited.

Any transactions in a security discussed in this report may be effected only through Beltone Enclave, which accepts full responsibility for this
research report and its dissemination in the United States. Beltone Enclave has not and shall not receive any compensation for the
dissemination of this research report.

It should be noted that:

. Neither Beltone Enclave nor any of its members or affiliates own shares of the subject company’s securities;

. Neither Beltone Enclave nor any of its members or affiliates managed or co-managed a public offering of the subject
company’s securities in the past twelve (12) months, received compensation for investment banking services from the
subject company in the past twelve (12) months, or expects to receive or intends to seek compensation for investment
banking services from the subject company in the next three (3) months;

. Beltone Enclave does not make a market in the subject company’'s securities at the time this research report was
published; and
. At present, there are no material conflicts of interest known to Beltone Enclave at the time of the distribution of this

research report.

All rights reserved. No part of this research report publication may be reproduced or transmitted in any form or by any means electronic,
mechanical, photocopying, recording or otherwise.
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