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Dubai Airport Passenger Flows Defy Downturn

Dubai International Airport recorded an increase of 19.5%
in passenger traffic flows in September 2009 — the highest
monthly growth rate since October 2007. It is also the fourth
consecutive month of double-digit passenger traffic growth
witnessed in Dubai. It is clear that even during the economic
slowdown, tourists are finding the appeal of Dubai hard to
resist. Fundamental reasons for the surge in passenger flows
include the improvement in the weather climate as well as to

some observers have suggested that Dubai International
Airport is on track to break the 40 million passenger mark
projected for 2009. According to the World Travel and
Tourism Council, passenger flows are expected to bounce
back more sharply in the UAE with an increase of 4.6% in
2010 compared with a more modest rise of 2.1% in 2010 for
the rest of the world (see figure 1).
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year. Year-to-date cargo volumes totalled 1,366,880 tonnes
compared to 1,361,358 tonnes in 2008, a marginal increase
of 0.4%.

More importantly, the strong passenger growth envisaged in
Dubai is distributional across all regions. There has been an
increase of 35% in passengers travelling to and from Asia, a
21% rise in Europe and a 20% upsurge from the Indian sub-
continent.

With an average monthly throughput of 3.2 million
passengers so far this year, and expectations of a sustained
growth in traffic during the fourth quarter primarily on the
back of the Dubai Airshow which opens on November 15,
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Source: Dubai Chamber based on data from the World Travel and Tourism Council

Overall, despite the tough economic challenges currently
facing the global economy, the UAE has demonstrated its
ability to withstand the downturn by attracting a record
number of tourists so far this year. Also with the many
benefits that the UAE airline industry possesses (see table 1)
it is clear that the industry is well on track to continue to
grow in the years ahead.

Table 1. Outlook for the UAE Airline Industry: Positive and Set to Rise Further

1. Strong Networks and Growing Market Access: Both Emirates Airlines and Etihad Airways, and to a lesser extent,
Sharjah based Air Arabia, have now developed their networks to a level where they can exploit opportunities much more
effectively. As a result they now enjoy an extensive permutation of new destinations.

2. Powerful Brands and Economically Efficient: Each UAE airliner is well supported financially and is into the territory of
efficiencies of scale to the extent that is a determinant of aviation effectiveness. Emirates Airlines in particular has invested
on a massive scale over the past decade in establishing its brand across the world, largely through sports marketing. As a
consequence, premium traffic has been attracted over the UAE connections. This is a major strength, and, even as other
regions have been suffering steep downturns in premium travel, UAE passenger flows have held up well.

3. Short Haul Travel to Boom in the GCC: 3 factors are now accelerating the expansion of short haul travel within the
Middle East: (i) the growing pace of liberalisation among GCC states; (ii) the surge of new entry and capacity expansion by
locally based airliners; (iii) an increasing price-consciousness among the new growth markets. Whatever happens to the
world economy, many GCC nations contain large pockets of wealth which suggests that the next couple of years could
witness a globally exceptional expansion of short haul travel within the region.
3. Natural Geograhical Advantages: UAE airlines possess geographical advantages and the ability to access almost any
point in the world non-stop bodes well for the industry going forward.
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UAE Banking Sector Shows Solid Steps to Growth

After a difficult period of caution peaking in the fourth
quarter of 2008, there have been a number of recent
developments which suggest that the UAE banking sector is
regaining a certain degree of confidence. There are indeed
clear signs emerging that the UAE banking sector is on the
path of recovery with both interbank lending conditions as
well as loan-to-deposit ratios showing signs of
improvement in the latest figures released from the Central
Bank.

The one month Emirates interbank offered rate (EIBOR)
peaked at more than 4.6% back in October 2008 though has
fallen considerably since then and the latest figures from the
Central Bank suggest that interbank lending rates have
fallen to 1.5% in October 2009 — see figure 2. This
significant easing reflects the improvement in market
sentiment over the last few months and strong appetite of
banks to start lending to each other and some observers
have suggested that this trend is likely to continue
throughout the remainder of this year.

What’s more, since the beginning of 2009, the difference
between the loans that banks have lent and their deposit
base has narrowed considerably with the loan-to-deposit
ratio falling to 104.4% in September — see figure 3. By the
end of September 2009, the loan deposit gap stood at
AED43.5bn which compares with a much wider gap of
AED90.0bn at the end of January 2009. This clearly
suggests that the gap is narrowing considerably in a short
space of time.

In addition, conditions in the financial markets have also
improved somewhat in recent months. The Dubai Financial
Market Index has witnessed a 28.1% rise since January
2009 to date, and the Abu Dhabi Securities Exchange rising
by 24.9% over the same period — see figure 4. This
suggests that the difficulties that were faced in the market
now clearly over with the stage now clear for a strong
recovery going forward. It is clear that the easing of
liquidity conditions, cheap asset prices as well as improved
market sentiment is expected to drive the UAE stock
markets in the months ahead.

Overall, the banking sector’s finances are starting to look

Figure 2. UAE EIBOR Interbank Rate and Base
Rate, %
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healthier. On a monthly basis, deposits grew every month
since the turn of the year bar June 2009 and now stand for
the first time above AEDL.5 trillion. The value of loans and
advances has also expanded proving that even during the
midst of the slowdown and widespread risk aversion, banks
were continuing to lend. What’s more, the overall loan-to-
deposit ratio has declined from a peak of 109.9% in January
2009 to 104.4% in September. Thus, this is clear evidence
that the prescribed level of the UAE Central Bank loan to
deposit ratio of 100% is becoming a reachable target. On
the whole, the banking sector is emerging in better shape in
the months ahead with the outlook remaining upbeat.
Figure 4. Dubai and Abu Dhabi Stock Exchange
Indices
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Source: Dubai Chamber based on data from the Dubai and Abu Dhabi Stock Markets

Looking ahead, banks appear optimistic and generally
upbeat about the sectors ability to bounce back from the
current downturn. A recent survey of banking leaders in
Dubai and Abu Dhabi revealed that over half of those
questioned believed that interbank lending rates will
continue to fall in the coming months with more than 75%
suggesting that banks on a whole will make a profit in 2009.
This can only be taken as positive news from the business
community as an easing in the availability and as well as
the loosening of credit will enhance the drive for further
expansion in the UAE.

Figure 3. UAE Bank Loans, Deposits and Loan-to-
Deposit Ratio
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Market Movement Indicators

Dubai Property Transactions, September 17" 2009 -
October 15™ 2009

Type of Number | % Change Over | Total Worth
Property of Sales Previous Month (AED)
Land
Sales 156 +8.90 1,145,210,980
Apartment
Sales 1,017 -9.58 1,000,185,838
Villa 70 +15.27 134,789,243
Sales

Dubai
Worth

Property Transactions by Land Sales and
AED, bn), January 2008 - September 2009
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Dubai and Abu Dhabi Stock Exchange Indices,
September 17" 2009 — October 15 2009
Average % Change
Stock Monthly High/ Over
Exchange Market Low Previous
Index Month
2,350.91
(High)
Dubai 2,242.37 +15.14
2,127.62
(Low)
3,239.74
(High)
Abu Dhabi 3,163.46 +7.95
3,100.05
(Low)

Dubai and Abu Dhabi Stock Exchange Indices,
January 2008 - September 2009
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Dubai

Certificates of Origin

Chamber, May 2009 - September 2009

issued by Dubai

% %
Change Change
No. of Value
Date Certificates ngr (AED, bn) ngr
Previous Previous
Month Month
May
2009 50,458 -0.30 14.834 -0.34
Jun 53,713 +6.45 16.906 +13.97
2009 ' ) ‘ ‘
Jul
2009 51,151 -4.35 15.419 -8.80
Aug
2009 52,673 +2.96 15.589 +1.10
Sep
2009 45,870 -12.92 14.604 -6.32

Dubai Certificates of Origin and Value in AED (bn)
issued by Dubai Chamber, January 2008 - September
2009
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Average Commodity Prices and Foreign Exchange WTI Crude Oil Price (USD per barrel) and Gold Price
e 2009 — September 2009 Per Ounce (USD), January 2008 — September 2009
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USA and EU-27 Monthly Trade with the UAE (in AED USA and EU-27 Monthly Trade with the UAE (in AED
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. 1400 8000
USA EU-27 countries 000
1200 i
Date Exports 1000 /\\ - 6000
Imports to Exports Imports to from /
USA fromUSA | EU-27 200 LN\ ANy 2\ - 5000
EU-27 L~ MM
- 4000
600 +————p=— A\ A
23389 21304 | 304077 | 74398 | 3,932.84 - 3000
Feb 400 - - 2000
2009 320.67 3,117.29 641.99 4,526.26 200 - | 1000
Mar 0 0
256.19 3,5682.67 737.50 4,986.72 ! ! ‘ ! ! ! ‘ !
2009 0 ) 0 0 0 00 o o o
Apr T % T I TOYTIOLL
2009 393.99 2,464.59 670.10 4,311.58 K] § g 2 g 2 k] g g
May = |mports to US (LHS) Imports to EU-27 (LHS)
2009 397.23 2,572.29 571.76 3,862.52 Exports from US (RHS) = Exports from EU-27 (RHS)
Source: Dubai Chamber based on data from the US Census Bureau and Eurostat Source: Dubai Chamber based on data from the US Census Bureau and Eurostat
Monthly Consumer Price Percentage Changes in Dubai Quarterly Consumer Price Indices for Selected
Fresh Foods in Dubai for Selected Commodities Goods and Services, % Averages
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