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Key Rating Drivers 
Dubai Islamic Bank (Public Joint Stock Company)’s (DIB) Issuer Default Ratings (IDRs) are 
driven by potential support from the UAE authorities, if needed. 

DIB’s Short-Term IDR of ‘F1’ is the lower of the two options corresponding to a ‘A’ Long-Term 
IDR because a significant proportion of the UAE banking-sector funding is related to the 
government, and stress on DIB is likely to come at a time when the sovereign itself is 
experiencing some form of stress.  

The Viability Rating (VR) reflects weak, albeit recovering, asset quality metrics, in light of which 
capitalisation is only adequate, and high concentration risk. It also reflects healthy profitability, 
and sound funding and liquidity. DIB’s ‘bb+’ VR is one notch below the ‘bbb-’ implied VR due to 
the following adjustment reason: asset quality.  

Government Support Rating of ‘a’: DIB’s Government Support Rating (GSR) of ‘a’ reflects the 
UAE’s strong capacity to support the banking system and its long record of supporting domestic 
banks. It also reflects the bank’s systemic importance in the UAE, and in particular in Dubai.  

Favourable Environment: Fitch expects operating conditions to remain solid for UAE banks in 
2023. The sector's credit growth will remain modest at 4%–5% in 2023 due to weak credit 
demand, tighter underwriting standards and higher interest rates, but the latter may result in 
stronger profitability, particularly for banks with high shares of current and savings accounts. 

Largest Domestic Islamic Bank: DIB is the fourth-largest bank and the largest Islamic bank in 
the UAE, where it has a strong franchise and brand recognition. DIB has a more diversified 
business model compared to its UAE Islamic peers and a regional presence through subsidiaries. 

Muted Growth: DIB’s gross financing contracted by 3% year-on-year in 3M23 despite healthy 
new underwriting as early settlements weighed down on growth. The bank has high but stable 
concentration risks, with exposure to real estate comprising 20% of total end-1Q23 financing. 

Still Weak Asset Quality: The bank’s impaired financing (Stage 3 plus purchased originated 
credit impaired) was stable at 6.6% at end-1Q23 (end-2022: 6.7%), supported by write-offs and 
low impairment generation. DIB’s asset quality remains weak given high concentrations, but 
should be considered in the context of muted financing growth over the past two years.  

Healthy Profitability: DIB’s profitability has been healthy through economic cycles. Net income 
increased 12% year-on-year in 3M23, supported by improving net financing margins as the 
financing book repriced to higher rates, good cost controls, and a normalising cost of risk. As a 
result, DIB’s operating profit/risk-weighted assets ratio (annualised) increased to 2.6% in 3M23 
(2022: 2.4%). 

Only Adequate Capital Ratios: We view DIB's capital ratios as only adequate in light of high 
asset-quality and concentration risks. Its common equity Tier 1 (CET1) ratio increased to 13.3% 
at end-1Q23 (end-2022: 12.9%), supported by improved internal capital generation.  

Sound Funding and Liquidity: DIB is mainly customer deposit-funded (end-1Q23: 81% of total 
non-equity funding), of which a healthy 40% comprises CASA deposits. DIB’s liquidity remains 
sound, supported by the bank’s strong retail franchise. In 1Q23, the bank issued a USD1 billion 
sustainable sukuk with a five-and-a-half-year maturity.   
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Rating Sensitivities 

Factors that Could, Individually or Collectively, Lead to Negative Rating Action/Downgrade 

DIB’s GSR and IDRs are sensitive to a negative change in Fitch’s view of the creditworthiness of the UAE authorities 
or on their propensity to support the banking system as a whole, or the bank. We do not currently expect the former 
given the Stable Outlook on the UAE sovereign rating.  

A material deterioration of DIB’s asset quality metrics, reflected in a non-performing financing ratio exceeding 10%, 
affecting the bank’s capital or profitability, would likely lead to a downgrade of the VR, especially if coupled with a 
CET1 ratio sustainably below 13%. 

Factors that Could, Individually or Collectively, Lead to Positive Rating Action/Upgrade 

DIB’s GSR and IDRs are sensitive to a positive change in Fitch’s view of the creditworthiness of the UAE authorities 
or on their propensity to support the banking system as a whole, or the bank. Given our view of the high 
creditworthiness of the UAE authorities and high propensity to support the banking system and the bank, positive 
rating action is unlikely. 

An upgrade of DIB’s VR could come from a consistent improvement in its asset quality metrics, in particular if the non-
performing financing ratio declined below 4% on a sustained basis, and if single-name and sector concentration 
reduced further. A strengthening of the bank’s reserve coverage combined with a CET1 ratio consistently above 13% 
could also be positive for the VR.  

Other Debt and Issuer Ratings 
 

DIB Sukuk Limited 

Rating level Rating 

Senior unsecured: long-term A 

Source: Fitch Ratings 

 

Noor Sukuk Company Limited 

Rating level Rating 

Senior unsecured: Long-term A 

Source: Fitch Ratings 
 
  
 

The ratings of the senior unsecured debt (sukuk) issued by the bank’s special-purpose vehicles, DIB Sukuk Limited and 
Noor Sukuk Company Limited, are in line with its Long-Term IDR because Fitch views the likelihood of default of these 
obligations the same as the likelihood of default of the bank.  

Significant Changes from Last Review 

Neutral Sector 2023 Outlook 

Major UAE banks reported strong profits in 2022, as business conditions improved despite geopolitical uncertainties 
and global recession risks. We expect real GDP growth of 2.1% in 2023, significantly down from 7.6% in 2022. The 
sector’s credit growth will remain modest at 4%–5% in 2023 (and in line with internal capital generation) due to weak 
credit demand, higher interest rates and tighter underwriting standards. Asset quality metrics should remain broadly 
stable. The impact of rising interest rates on customer affordability should be manageable given solid operating 
conditions and high oil prices. 

Higher Interest Rates Underpin Profitability 

Fitch-rated banks’ average net interest margin improved by 42bp, to 2.8%, in 2022. Impairment charges also reduced, 
consuming 24% of pre-impairment operating profit in 2022 (2021: 33%). As a result, the return on average equity 
ratio increased to 14.5% in 2022 (2021: 11.2%). We expect UAE banks’ profitability metrics to continue benefitting 
from higher rates in 2023. Lenders with higher shares of current and savings accounts should benefit the most. 
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The Key Rating Driver (KRD) weightings used to determine the implied VR are shown as percentages at the top. In cases where the implied VR is adjusted upwards or downwards 
to arrive at the VR, the KRD associated with the adjustment reason is highlighted in red. The shaded areas indicate the benchmark-implied scores for each KRD. 

VR - Adjustments to Key Rating Drivers 
The operating environment score of ‘bbb’ has been assigned below the implied category score of ‘aa’ due to the 
following adjustment reasons: size and structure of economy (negative), financial market development (negative), and 
regulatory and legal framework (negative). 

The capitalisation & leverage score of ‘bb+’ has been assigned below the implied category score of ‘bbb’ due to the 
following adjustment reason: reserve coverage and asset valuation (negative).  

  

Banks

Ratings Navigator

A
ss

e
t

Q
u

a
li

ty

E
a

rn
in

gs
 &

 
P

ro
fi

ta
b

il
it

y

C
a

p
it

a
li

sa
ti

o
n

 
&

 L
e

v
e

ra
ge

F
u

n
d

in
g 

&
 

Li
q

u
id

it
y

20% 10% 20% 15% 25% 10%
aaa aaa aaa aaa AAA

aa+ aa+ aa+ aa+ AA+

aa aa aa aa AA

aa- aa- aa- aa- AA-

a+ a+ a+ a+ A+

a a a a A

a- a- a- a- A-

bbb+ bbb+ bbb+ bbb+ BBB+

bbb bbb bbb bbb BBB

bbb- bbb- bbb- bbb- BBB-

bb+ bb+ bb+ bb+ BB+

bb bb bb bb BB

bb- bb- bb- bb- BB-

b+ b+ b+ b+ B+

b b b b B

b- b- b- b- B-

ccc+ ccc+ ccc+ ccc+ CCC+

ccc ccc ccc ccc CCC

ccc- ccc- ccc- ccc- CCC-

cc cc cc cc CC

c c c c C

f f f ns D or RD

O
p

e
ra

ti
n

g 
E

n
v

ir
o

n
m

e
n

t

B
u

si
n

e
ss

P
ro

fi
le

R
is

k
P

ro
fi

le

Financial Profile

V
ia

b
il

it
y

R
a

ti
n

g

G
o

v
e

rn
m

e
n

t 
S

u
p

p
o

rt
 R

a
ti

n
g

Is
su

e
r

D
e

fa
u

lt

R
a

ti
n

g

Im
p

li
e

d
V

ia
b

il
it

y

R
a

ti
n

g

ESG Relevance:Dubai Islamic Bank (Public Joint Stock Company)

bbb-

bb+

a A Sta



 

Dubai Islamic Bank (Public Joint Stock Company) 
Update  │  28 April 2023 fitchratings.com 4 

 

  

 
Banks 

Islamic Banks 
United Arab Emirates 

Financials 

Financial Statements 
 

 

 31 Mar 23 31 Dec 22 31 Dec 21 31 Dec 20 

 
3 months - 1st 

quarter 
3 months - 1st 

quarter Year end Year end Year end 

 (USDm) (AEDm) (AEDm) (AEDm) (AEDm) 

 
Reviewed - 
unqualified 

Reviewed - 
unqualified 

Audited - 
unqualified 

Audited - 
unqualified 

Audited - 
unqualified 

Summary income statement      

Net financing & dividend income 590 2,165.7 8,160.6 6,659.9 6,749.0 

Net fees and commissions 114 417.1 1,253.0 1,279.2 1,338.5 

Other operating income 47 172.3 1,056.0 1,469.0 1,377.7 

Total operating income 750 2,755.1 10,469.6 9,408.1 9,465.2 

Operating costs 202 741.9 2,733.1 2,583.3 3,264.4 

Pre-impairment operating profit 548 2,013.2 7,736.5 6,824.8 6,200.8 

Financing & other impairment charges 135 496.1 2,102.9 2,394.0 4,015.2 

Operating profit 413 1,517.1 5,633.6 4,430.8 2,185.6 

Other non-operating items (net) n.a. n.a. -2.5 13.3 1,020.2 

Tax 3 11.4 79.3 38.1 46.1 

Net income 410 1,505.7 5,551.8 4,406.0 3,159.7 

Other comprehensive income -50 -183.1 -376.5 -7.2 -396.7 

Fitch comprehensive income 360 1,322.6 5,175.3 4,398.8 2,763.0 

      

Summary balance sheet      

Assets      

Gross financing 52,793 193,881.6 194,835.5 195,616.6 205,089.8 

- Ow impaired 3,492 12,823.8 12,985.8 13,783.8 12,061.9 

Financing loss allowances 2,414 8,865.3 8,792.9 8,926.0 8,400.8 

Net financing 50,379 185,016.3 186,042.6 186,690.6 196,689.0 

Interbank 572 2,102.5 4,606.9 3,303.4 6,448.6 

Islamic derivatives 421 1,545.8 1,830.8 1,498.2 1,888.5 

Other securities and earning assets 17,626 64,731.2 61,952.0 52,039.2 45,743.0 

Total earning assets 68,998 253,395.8 254,432.3 243,531.4 250,769.1 

Cash and due from banks 8,623 31,668.9 26,489.1 28,079.7 29,205.6 

Other assets 1,884 6,919.4 7,317.1 7,470.5 9,581.8 

Total assets 79,506 291,984.1 288,238.5 279,081.6 289,556.5 

      

Liabilities      

Customer deposits 53,996 198,301.8 198,636.9 205,845.1 205,925.2 

Interbank and other short-term funding 4,166 15,299.7 12,809.5 2,583.7 13,496.1 

Other long-term funding 6,077 22,318.7 22,339.7 20,562.7 18,744.1 

Trading liabilities and Islamic derivatives 378 1,388.9 1,578.1 1,422.0 1,704.4 

Total funding and islamic derivatives 64,618 237,309.1 235,364.2 230,413.5 239,869.8 

Other liabilities 3,168 11,633.8 8,899.3 7,203.5 6,556.3 

Preference shares and hybrid capital 2,250 8,264.3 8,264.3 8,264.3 11,937.3 

Total equity 9,470 34,776.9 35,710.7 33,200.3 31,193.1 

Total liabilities and equity 79,506 291,984.1 288,238.5 279,081.6 289,556.5 

Exchange rate  USD1 = 
AED3.6725 

USD1 = 
AED3.6725 

USD1 = 
AED3.6725 

USD1 = 
AED3.6725 

Source: Fitch Ratings, Fitch Solutions, DIB 
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Key Ratios 
 

 

 31 Mar 23 31 Dec 22 31 Dec 21 31 Dec 20 

Ratios (annualised as appropriate)     

     

Profitability     

Operating profit/risk-weighted assets 2.6 2.4 1.9 1.0 

Net financing income/average earning assets 3.5 3.3 2.7 2.8 

Non-financing expense/gross revenue 27.4 26.4 27.8 34.6 

Net income/average equity 17.3 16.3 13.9 10.4 

     

Asset quality     

Impaired financing ratio 6.6 6.7 7.1 5.9 

Growth in gross financing -0.5 -0.4 -4.6 30.6 

Financing loss allowances/impaired financing 69.1 67.7 64.8 69.7 

Financing impairment charges/average gross financing 0.9 0.7 1.0 2.0 

     

Capitalisation     

Common equity Tier 1 ratio 13.3 12.9 12.4 12.0 

Fully loaded common equity Tier 1 ratio n.a. n.a. n.a. n.a. 

Fitch Core Capital ratio n.a. n.a. 14.4 13.8 

Tangible common equity/tangible assets 11.9 12.4 11.8 10.7 

Basel leverage ratio n.a. n.a. 12.5 n.a. 

Net impaired financing/common equity Tier 1 12.8 14.1 17.2 13.6 

Net impaired financing/Fitch Core Capital n.a. n.a. 14.7 11.8 

     

Funding & liquidity     

Gross financing/customer deposits 97.8 98.1 95.0 99.6 

Liquidity coverage ratio n.a. 150.0 158.2 129.0 

Customer deposits/total non-equity funding 81.2 82.1 86.8 82.3 

Net stable funding ratio n.a. 106.0 102.1 n.a. 

Source: Fitch Ratings, Fitch Solutions, DIB 
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Support Assessment 

 

The colours indicate the weighting of each KRD in the assessment. 

 Higher influence     Moderate influence     Lower influence 

 

The UAE sovereign has a strong ability to support the banking system, underpinned by its solid net external asset 
position, still strong fiscal metrics and recurring hydrocarbon revenues. 

Fitch expects the UAE authorities’ propensity to support the banking sector to remain high given its very strong, 
timely and predictable record of supporting domestic banks. This view also reflects the sovereign’s close ties with, and 
part government ownership in, a number of banks. 

DIB’s GSR is at the UAE domestic systemically important banks’ GSR of ‘a’, reflecting the bank’s systemic importance 
in the UAE, and in particular in Dubai.  

  

Commercial Banks: Government Support

Government ability to support D-SIBs

Sovereign Rating

Size of banking system

Structure of banking system

Sovereign financial flexibility (for rating level)

Government propensity to support D-SIBs

Resolution legislation

Support stance

Government propensity to support bank

Systemic importance

Liability structure

Ownership

Actual jurisdiction D-SIB GSR

Neutral

Neutral

Typical D-SIB GSR for sovereign's rating level 
(assuming high propensity)

Neutral

AA-/ Stable

Negative

Negative

a or a-

a

aGovernment Support Rating

Positive

Neutral

Positive
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Environmental, Social and Governance Considerations 
 

 
 

Islamic banks need to ensure compliance of their entire operations and activities with sharia principles and rules. This 
entails additional costs, processes, disclosures, regulations, reporting and sharia audit. This results in a Relevance 
Score of ‘4’ for governance structure for all Islamic banks including DIB (in contrast to a typical ESG relevance score 
of ‘3’ for comparable conventional banks), which has a negative impact on the banks’ credit profile, in combination 
with other factors. 

In addition, Islamic banks have an ESG Relevance Score of ‘3’ for exposure to social impacts (in contrast to a typical 
ESG relevance score of ‘2’ for comparable conventional banks), which reflects certain sharia limitations being 
embedded in Islamic banks’ operations and obligations, although this only has a minimal credit impact on the entities. 

Unless otherwise disclosed in this section, the highest level of ESG credit relevance is a score of ‘3’. This means ESG 
issues are credit neutral or have only a minimal credit impact on the entity, either due to their nature or the way in 
which they are being managed by the entity. For more information on Fitch’s ESG Relevance Scores, visit 
www.fitchratings.com/esg.  

https://www.fitchratings.com/esg
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For information on the solicitation status of the ratings included within this report, please refer to the solicitation 
status shown in the relevant entity’s summary page of the Fitch Ratings website. 

For information on the participation status in the rating process of an issuer listed in this report, please refer to the 
most recent rating action commentary for the relevant issuer, available on the Fitch Ratings website. 
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