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The UAE is one of the most exciting markets in which to be doing 
business in 2016. Driven by visionary leaders, who have set clearly 
defined, long-term objectives for the country and its seven emirates, 
the UAE has transformed over the past two decades from a narrowly-
focused oil-producer into a dynamic, broad-based economy that has 
become a global hub for trade, finance, logistics, tourism and healthcare.

In a region undergoing huge political and economic convulsions, the 
UAE, led by Abu Dhabi, is a beacon of growth and opportunity providing 
a hub for businesses to serve the region, and a model that is inspiring 
others across the Middle East and North Africa to follow.  

In the coming years, the next phase of the UAE’s development will see 
the development of the small and medium enterprise (SME) sector as 
the country seeks to tap the energy, drive and inspiration of its people to 
create jobs and drive wealth growth. We will also see the expansion of the 
country’s middle class, increasing consumer spending power in the UAE 
and driving the development of high-end retail, healthcare, homes, travel 
and leisure. But at the same time creating a more demanding market 
fuelled by higher expectations for quality of products and services, and 
greater creativity.

Underlying these national trends, businesses in the UAE must also 
embrace the opportunities being created by technological changes – 
Big Data in The Cloud; the threat from cybercrime and the opportunities 
created by virtual reality; and the emergence of artificial intelligence.  

On their own, these vital trends raise many new challenges for businesses 
in the UAE but they are happening as the region is facing up to the impact 
of the biggest sustained fall in oil prices in history.

The downturn in growth, the resultant squeeze on regional liquidity, 
and the increasing cost of doing business in the UAE are the overriding 
business issues in 2016 and there has seldom been a more challenging 
and uncertain time to be in business in the UAE.  

That is why the National Bank of Fujairah Knowledge Series 2016 is so 
important. With so much change taking place in the market and with 
business risks rising, it is vital that the UAE’s business community comes 
together with government to discuss the challenges we are facing, and to 
identify opportunities and strategies to help navigate the journey ahead.

I am delighted that National Bank of Fujairah has invited MEED to be 
involved in its influential Knowledge Series 2016, and I hope the findings 
contained in this report provide valuable insights for you and your 
business.

Yours sincerely

Richard Thompson 
Editorial Director 
MEED

STrATEgIES For A NEW BUSINESS lANDScApE
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The National Bank of Fujairah Knowledge Series 2016 involved three one-
day briefings held from 22-24 May in Abu Dhabi, Dubai and Fujairah. The 
series brought together senior business decision makers from across 
the UAE together with market experts to discuss the opportunities 

and challenges facing companies in the UAE in 2016, and to identify 
strategies and tactics for business.  This report contains a summary of 
the key themes and findings discussed across the three events of the 
National Bank of Fujairah Knowledge Series 2016.  



The evolving legal landscape in the UAE and what it means for your business

COMMERCIAL COMPANIES LAW
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ThE UAE’S NEW coMMErcIAl coMpANIES lAW
Hamad Haider, partner at PwC

• UAE Commercial Companies Law of 2015 updates some areas of the emirates’ business framework,
 but leaves others untouched

• All UAE companies (except in freezones) need to update their memorandum of articles before 
 30th June 2017, or risk dissolution

• Other changes include removing minimum capital requirements, higher liabilities for managers
 and employee share schemes

• Work-around for restrictions on foreign ownership, such as nominee agreements, management 
 agreements and licensing rights are still functioning

Highlights

The new commercial companies law (ccl) (Federal law No.2 of 2015 concerning commercial companies) came 
into force on 1 July 2015. This repealed and replaced the old ccl (Federal law No.8 of 1984).

AMENDINg ThE MEMorANDUM oF ArTIclES

The UAE Cabinet has extended the period for compliance until the 30 June 2017.

The consequences of failure to make the requisite amendments are dissolution of the company and a fine of AED2,000 a day. 

• Details of shareholders
• Removing references to the old CCL
•  Accounting standards – International Accounting 

Standards, contradiction removal
• Contents of notice for pre-emption rights
•  Valuation of pre-empted shares – issue and transfer

• No maximum number of managers 
•  Notice of general assembly decreased to 15 days
• Quorum of general assembly
•  Ordinary resolutions of the company (simple 

majority resolutions)

The new CCL includes a requirement that UAE companies amend their memorandum of articles (MoA).

The changes include: 
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chANgES IN ThE 2015 ccl

•  Share capital holding should be sufficient for the purposes of the company

• Holding companies are formally introduced

•  Changes to the manager’s role: the manager is obliged to manage the company ‘with 
the care of a precise/prudent person.’ The personal liability of managers exemption is 
voidable. There is a restriction on competition

•  Accounting requirements: records should be kept for of a minimum 5 years, they can 
be kept electronically

•  Share pledges: the new CCL provides for a pledge over stake hold interest to stimulate 
borrowing. Registration takes one month (notarised). New licenses disclose the 
pledgee. Enforcement is through courts

• Valuation of shares for non-cash consideration by an expert before transactions

•  Single shareholder limited liability companies (LLCs) are introduced. A standard 
template MOA is available at the Dubai’s Department of Economic Development (DED). 
There is no minimum share capital requirement, but there is a requirement to have a 
manager

The new CCL includes other changes:

The new ccl is applicable to free zones where the free zone regulations are silent only.
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Foreign ownership of a company is still restricted to 49 
per cent, with 51 per cent held by a UAE national in the 
new ccl.

however the MoA profit share permitted by notaries is 
80 per cent to 20 per cent in favour of the foreign investor 
in Dubai, and more than 90 per cent in Abu Dhabi.

[chart page ppt1 slide11 – this is already in the report]

A common structure for protecting foreign investors 
uses a nominee agreement, power of attorney and a 
management agreement. 

Article 395 of the UAE’s civil code states that when 
“…parties conceal a true contract with an apparent 
contract, the true contract will be effective…” 

In most cases, UAE courts have held that the MoA is the 
apparent or sham contract, and the nominee agreement 

is the hidden or true contract.

The exception is Case No 300/3001 of 2012 in the Union 
Supreme Court Abu Dhabi. It ruled that a notarised 
agreement such as the MoA could not be altered by an 
unnotarised document.

however, Federal law No.17 of 2004 regarding 
commercial concealment prohibits “Concealment: to 
enable the foreigner… to practice any economic or 
professional activity that is not permissible for him/it to 
be practiced…”

Application was deferred until 2007, then 2009, and has 
still not taken place. It is unclear if the restriction is for all 
activities, or those activities reserved for UAE nationals 
(eg. real estate, child education, taxis.)

ForEIgN oWNErShIp

• AED 100,000 (both)

• Imprisonment 2 years (both)

• Deportation (foreign investor)

• Ban on economic activity (UAE national)

The penalties are:



VALUE ADDED TAX (VAT)

Will your business be ready for VAT in 2018?
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VAlUE ADDED TAx (VAT) 

Brian Tilly and Nadine Bassil, Directors of Indirect Tax, PwC

• The GCC countries have agreed to introduce value-added tax (VAT) between 1 January 2018 and 
 1 January 2019

•  UAE companies have a very short transition period to prepare for the implementation of VAT, which is  
collected by companies themselves

•  Preparations should include understanding liabilities, invoicing and documentation systems, staff training  
and  customer awareness

Highlights

The gcc value added tax (VAT) common framework will form the legal basis for the introduction of a VAT system in 
each of the GCC states through the issuance of national legislation and a local tax administration infrastructure. First 
implementation is likely to be by 1 January 2018 with potentially some member states going live by 1 January 2019, 
meaning the expected transition period could be between 12 to 18 months for businesses in certain gcc states.

The envisaged system is a standard fully-fledged VAT system applying on most supplies of goods and services with 
possible exemptions or exceptions.

• VAT would be applicable on goods and services
• VAT would be applicable at import
• A standard rate of 5 per cent 
• Zero rate on exports and certain supplies
• Reverse charge mechanism
• Possible VAT exemptions

•  A minimum annual turnover under which 
companies are not required to register for VAT 
purposes 

• Deduction of input VAT
• Periodical filing and reporting

The main features of the expected VAT system will be as follows: 

* VAT section is based on international best practices and trends
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VAlUE ADDED TAx (VAT) 

With a 5 per cent VAT rate, GCC states are expected to collect an average of 1.38 per cent of GDP, according 
to the IMF. This is compared to an average of 6.6 per cent of GDP collected by OECD countries.

Country VAT rate of 5 per cent (%)

Source:  Consumption Tax Trends 2014 – OECD

Bahrain

Kuwait

Oman

Saudi Arabia

UAE

Qatar

1 .  6%

1 .  4%

1 .  4%

1 .  6%

1 .  5%

0 .  8%

* VAT section is based on international best practices and trends
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KEy FEATUrES oF VAT

• VAT general ledger accounts

• Books and records

• VAT Invoices

• Supporting information for VAT deduction

Reporting requirements include:

It is a transaction based tax, meaning VAT is levied at 
each stage of the chain of production and distribution. 
It is charged on supplies of goods and services and any 
VAT incurred on local purchases and imports of goods 
and services can be deducted.

VAT is collected by businesses on behalf of the 
tax administration. It is a self-assessed tax, where 
businesses submit a periodic VAT return to the tax 
authority in which they calculate the net VAT amount. 

They either pay or get a refund for this amount.

Businesses pays VAT on local purchases and imports 
(input VAT). It is deductible / recoverable.

Businesses charge VAT on their sales of goods and 
services (output VAT) unless where exemption is 
applicable. Exports are zero-rated and intra-gcc 
transactions would be subject to the reverse charge 
mechanism.

• Periodical VAT returns

• Payment of VAT due 

• VAT claims

Filing obligations include: 

* VAT section is based on international best practices and trends
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cATEgorIES UNDEr VAT

A taxable supply at the standard rate is a supply on which 
tax is charged at 5% and for which the related input tax 
is deductible. Common taxable supplies include retail 
purchases, car sales and rentals, hotels and restaurants 
and repair and maintenance services.

Some supplies are taxable at the zero rate (a zero-rated 
supply) whereby the VAT is charged at zero percent and 
the related input tax is deductible. common zero-rated 
supplies include exports, basic food, medicines and 
medical equipment, and certain means of transport.

An exempt supply is a supply on which tax is not charged 
and for which the related input tax is not deductible. These 

can include healthcare, education, residential dwellings 
and domestic passenger transport.

Reverse charge rules typically apply to services received 
from suppliers located outside the country. In some 
economic unions, such as the EU, the acquisition of goods 
and services from another member state is subject to a 
reverse charge. Under the reverse charge mechanism, 
the recipient calculates and accounts for the VAT due on 
the supply instead of the supplier and the output VAT is 
deductible as input VAT on the same VAT return if they 
are registered for VAT purposes.

VAT groUpS

Under VAT groups, separate legal persons are allowed to be treated as a single taxable person under certain 
conditions. A VAT group scheme allows for two or more companies to be considered for VAT purposes as a single 
taxable person. Intra group supplies are disregarded for VAT purposes.

• A corporate entity

•  Legally independent but closely bound to the other members by financial, economic and organisational links

• Established and registered for VAT in the relevant countries 

• Not a member of another VAT group in the country

The general conditions to be met by each member of a VAT group in a country could be:

* VAT section is based on international best practices and trends
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coMplIANcE rEqUIrEMENTS

generally, VAT records must be kept for a specific period of time, on paper or electronically. 
Records must be accurate, complete and readable.

• Copies of all issued invoices

• Originals of all received invoices

• Debit or credit notes

• Import and export records

• Records of any goods given for free or allocated for private use

• Records of all zero-rated or VAT exempt supplies and purchases

• A VAT general ledger account

Necessary records may include:

only VAT-registered businesses can issue VAT invoices. 
Valid invoices should be kept and are a requirement for 
deducting input VAT. Invalid invoices, pro-forma invoices, 
statement or delivery notes are not accepted.

Businesses are required to submit periodically a VAT 
return to the tax authority. The VAT return  typically would 

include information on VAT charged on sales and VAT 
paid on local purchases and imports for the relevant 
period, including intra-gcc transactions. It should also 
show the net VAT amount payable to the tax authorities 
or refundable to the business.

* VAT section is based on international best practices and trends
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ThE IMpAcT oF VAT

coMplIANcE
Key risks include: not understanding regulations; maintaining insufficient documentation to support VAT returns; 
deficiency in controls over tax payments and refunds; and misstating VAT in financial statements.

having a complete audit and documentation trail is critical to defend audits and possibly to ensure VAT refunds are 
paid by the authority.

• Sales cycle (from order to cash) 

• Purchases cycle (from procure to pay)

•  Getting the ongoing compliance process right, including systems automation, by the VAT 
introduction date

• Understanding the financial impact of VAT on cash flow, costs, margins, and revenue capability

• Training for personnel involved in the business process

•  Understanding the laws and regulations and ensuring VAT returns are filed / VAT payments are 
made correctly and timely

The implementation of VAT will have an impact on a wide range of business processes, including:

•  Incorrect rates applied to sales or sales omitted

• Delays with VAT payment or invoices 

• Invalid or missing documentation 

•  Invalid or insufficient documentation to 
support VAT claim 

•  Invalid VAT claims e.g.: claiming VAT 
in relation to exempt or non-business 
transactions, claiming foreign tax on returns 
(i.e. VAT incurred in other countries)

•  Errors in calculation of VAT due or 
reclaimable

• Clerical, manual and system errors

• Omitting inter-company transactions

• Journals adjustments

• Manual corrections

•  Transactions outside system, one off 
transactions and irregular transactions

Common pitfalls are:

* VAT section is based on international best practices and trends
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FREE zONES
Typically the VAT treatment of the supplies of goods in 
a fenced free zone should normally follow the customs 
rules, and VAT only becomes due when the customs 
duties would be due.

The VAT treatment for the supplies of services in an 
‘unfenced’ free zone is expected to follow the normal 
VAT rules. 

VAT IMplEMENTATIoN
Businesses should begin undertaking an assessment of 
the existing systems that are in place to manage VAT. 
Documentation will be key and it will be critical for businesses 
to have systems in place to enable them to generate accurate 
and timely invoices which comply with the periodical reporting 
and filing obligations. Investment in technology or upgrading 
systems to automate tax processes will be essential – the use 
of accounting software, electronic filing and payment systems 
will ease the compliance mechanism and offer significant time 
savings for businesses.

This requirement to review and amend systems, processes 
and procedures should be taken as an opportunity by 
businesses to ensure arrangements with customers and 
suppliers are optimised and that Accounts Receivable and 
payable processes are as efficient as possible. This will help 
minimise the impact of VAT, particularly on cash flow and on 
any irrecoverable VAT cost. 

It is also important for businesses to start identifying 
transactions across the GCC now and to understand the 
potential impact of VAT in terms of the possible tax treatment, 
cash flow management and the potential p&l impact. And in 

terms of the transition, businesses should review contractual 
terms and adapt existing and future contracts – it is very 
important to assess the effect of VAT on existing long term 
contracts and major projects which will extend past the go live 
date. 

Businesses will also need to ensure that there is sufficient 
awareness within the organisation around the VAT legislation 
and that employees are trained effectively to undertake their 
responsibilities in order to achieve a successful implementation 
and ongoing compliance. As an immediate step companies 
should start engaging with their internal and external 
stakeholders in order to prepare for a seamless transition. 

Although there are a number of factors to consider for a 
successful VAT implementation, businesses can consider this 
an opportunity to look into their commercial strategies in an 
effort to properly anticipate changes and ensure a smooth 
transition. The introduction of a VAT will also likely prove to be 
a catalyst not just for additional resourcing, but also creating an 
appropriate tax framework to manage tax risks incorporating 
governance, tax strategy, tax risk registers and improved 
systems. 

* VAT section is based on international best practices and trends



protecting your company from attack

CyBERCRIME
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CYBERCRIME 

Ozgur Danisman MBA CISSP, Manager, Sales Engineering Mena, Forcepoint

Several recent high-profile cyber attacks on government 
and private sector systems in the region have raised 
awareness of the growing threat to organisations of 
cybercrime as companies and individuals increase 
the digitalisation of their processes. Cybercrime is 
estimated globally to be a $450bn to $1 trillion dollar 
industry, and experts say that companies should view 
the risk of when, not if, they will be a victim of a cyber 
attack.

Cybercrime and security dynamics are becoming more 
sophisticated and complex as technology develops. Old 
strategies of creating a perimeter firewall are no longer 
applicable, as mobile devices, cloud data storage, and 
the globalisation of business open up new vulnerabilities.

Internal cyber threats, from errors, phishing and 

disgruntled employees, are now more common than 
external threats, although both forms of attack can 
expose companies to major losses.

Many financially-motivated hacks will compromise a 
system and harvest data for long periods before the 
breach is discovered. But despite billions of dollars 
a year of business losses resulting from cybercrime, 
businesses say that they cannot afford to ignore the 
digitalisation of their businesses.

Analysts say that companies  are currently losing the 
‘arms race’ with hackers, always being several steps 
behind in terms of defence. And even small companies 
and individuals need to analyse their vulnerabilities to 
cybercrime and put holistic cybersecurity systems in 
place for prevention, detection and response.

• Hacking is now a multi-billion dollar industry, and all companies are vulnerable as they digitalise their
 operations

• Security needs are changing with the increasing use of the cloud and mobile devices, and the
 globalisation of businesses

• Even the smallest companies need processes and integrated systems to prevent, detect and mitigate
 cybercrime

Highlights



19

KNOWLEDGE
SERIES 2016

0
2
4
6
8

10
12
14
16
18
20

%
 

Data breach incidences by type



KNOWLEDGE
SERIES 2016

20

All companies, no matter how small, need to periodically 
assess their cybersecurity risks and create processes 
and policies. The risks could be around customer and 
financial data, intellectual property or industrial control 
systems.

They can then invest in the right level of integrated 
security architecture, including prevention, and 
monitoring to detect compromised systems, as well as 

expertise. Small companies may need to outsource this 
to manage the cost.

When a breach has occurred, a response plan should be 
in place to minimise damage, remediate it and contain 
the financial impact.

The risk of an insider threat can be addressed through 
training to prevent accidental breaches, auditing and 
monitoring, and even behavioural analysis.

hoW cyBErcrIME hAppENS

MITIGATING ThE RISK

Industrial hackers use a variety of methods to make 
money through cybercrime.

The main area is selling data, such as bank accounts, 
credit card details, social media accounts and other 
personal records. Other attacks include ransomware, 
where hackers encrypt someone’s data and only 
decrypt it in return for a ‘ransom,’ distributed denial of 
service (DDOS) attacks which shut down websites and 
spam messages.

Methods for breaching systems are also diverse. For 
example, phishing emails could include an exploit or 
malware, which, when opened or downloaded, looks for 
system vulnerabilities.  Malicious content in emails grew 
250 per cent in 2015 according to Forcepoint. hackers 
increasingly use openly available data from social media 

such as Facebook and linkedin to target their phishing 
attacks, disguising them as emails from friends and 
colleagues. 

hackers are also targeting smaller suppliers and 
subcontractors for large corporates with good security 
systems, in order to find vulnerabilities.

Malware can also be introduced through unlicensed 
downloads, and web browsing of compromised sites, 
or even their advertising. But the biggest threat is insider 
threat, whether malicious or accidental.

Once a system is infected, malware contacts a control 
server and can begin sending sensitive data. The average 
attack stays undetected for 243 days, according to 
Forcepoint.
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TRENDS IN GLOBAL TRADE

International Chamber of Commerce highlights rising risks in global trade
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TrENDS IN gloBAl TrADE

Vincent O’Brien, trade finance expert and chair of the International Chamber of Commerce 
Banking Commission Market Intelligence

The value of world trade fell 15 per cent in 2015, while 
volumes fell 3 per cent, according to the International 
chamber of commerce. The Society for Worldwide 
Interbank Financial Telecommunication (SWIFT) also 
reported that trade messaging fell by 1.8 per cent in 
2014.

Together, the data confirms the end of the global 
economic recovery following the financial crisis of 2008. 

This global slowdown in trade is partially due to the 
collapse in commodity prices, affecting hydrocarbons, 
metals and agriculture. But a slowdown in the rate 
of economic growth in China and continued weak 
economic performance in North America and Europe 
have also been significant factors.

Asia continues to drive trade finance volumes, 
accounting for 37 per cent of transactions in 2014 and 
39 per cent in 2015. The UAE has benefitted from this 
by acting as a hub between Asia, and the Middle East 
and Africa.

Despite the slowdown in trade, 64 per cent of ICC survey 
respondents said trade finance activity was increasing 
in 2015, although liquidity is thought to be tightening. 
This trend reflects increasing levels of country risk as 
well as falling commodity prices, which drove disputes.

The higher levels of risk mean more importers and 
exporters are demanding confirmation of letters of credit 
(lcs), and stand-by letters of credit.

• Global trade volumes and value fell in 2015, but perceived risk is rising and liquidity is tighter

• This is reflected in the higher demand for letters of credit (LCs), standby LCs and confirmation of LCs

• Increasing know-your-customer requirements are pushing banks to refuse business 

Highlights



23

KNOWLEDGE
SERIES 2016

0% 20% 40% 60% 80% 100%

Increase No change Decrease

  



KNOWLEDGE
SERIES 2016

24

A growing trend in trade finance is the rejection 
of applications due to know-your-customer (Kyc) 
regulations. SMEs are the most affected. 70 per cent of 
respondents have declined trade finance transactions 
on Kyc and anti-money laundering (AMl) grounds 
since 2011.

The trend is linked to increasing compliance  requirements, 
which mean confirming banks have to carry out Kyc 

as well as their correspondent issuing banks. Rising 
paranoia meant that 46 per cent of responding banks 
have terminated correspondent relationships due to 
Kyc and AMl since 2011.

As trade finance becomes more challenging, importers 
and exporters need to build strong relationships with 
their banks.

TrADE FINANcE clAIMS

KNoW yoUr cUSToMEr

The demand for trade finance is rising due to higher 
levels of perceived risk and disputes. There was an 
increased use for lcs, arresting their decline as a trade 
instrument. 60 per cent of ICC respondents saw more 
demand for confirmation of lcs from the exporter’s 
bank, and a majority expect both confirmation of lc 
demand and their cost to continue to increase.

This is linked to a worrying upswing in recourse to 
standby letters of credit (lcs) and guarantees, seen 
by 24 per cent of ICC respondents. 17 per cent also 
saw more court injunctions, and 19 per cent saw more 
allegations of fraud, although the majority perceived no 
change. 

The underlying issue is falling commodity prices. By the 
time a shipment arrives in the importing country, the 

price previously agreed has become untenable for the 
buyer in the current market conditions. In some cases, 
importers may be resorting to court injunctions to avoid 
payment, alleging fraud. The issuing bank will comply 
with the court order, leaving the confirming bank to pay 
the exporter. 

This has consequences for liquidity, which has already 
been tightened by weaker economic conditions. 92 per 
cent of ICC respondents thought liquidity would tighten 
further.

Similarly, the value of short-term export credit insurance 
doubled between 2005 and 2015, from $844bn to 
$1709bn. Meanwhile, claims paid almost tripled from 
$702m in 2005 to $2bn in 2015. HEDGING AND CURRENCy RISk



HEDGING AND CURRENCy RISk

hedging can protect your business from millions of dollars of losses
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CURRENCY hEDGING

Wayne Andrews, Managing Director, Treasury Tutor

The global economic picture, from commodity prices 
and competitive currency devaluations to questions 
over the future of the EU and disappointing economic 
performance in China and the US, has generated a 
high degree of uncertainty and nervousness about the 
outlook for business in the UAE in 2016.

But there is nothing exceptional about the level of 
uncertainty facing international businesses today. 
Currency risk is always present and companies should 
always have policies in place to identify and manage the 
risks they are exposed to, whether in currency exchange, 

commodity prices or interest rates. Not hedging at all, or 
hedging incorrectly can expose businesses to unlimited 
risk, so they need to protect themselves against the 
worst case scenario.

Exposure to fluctuating currencies though cross-border 
trade, business activities or investments is one of the 
most common risks businesses need to hedge against. 

Assuming markets will move in your favour or stay stable 
amounts to speculation, and could have a disastrous 
financial impact.

One of the most common ways to hedge against 
currency risk is currency options. These differ from 
forwards deals, which are contracts fixed at a date and 
price, in their flexibility. The holder of a currency option 
has the right, but not the obligation, to trade currencies 
at a certain rate.

If the market moves in favour of the holder, the options 
are not exercised. But it is also protected from an 
adverse change, for which banks take a premium.

hEDGING AND CURRENCY RISK

• While the global economic picture is currently very uncertain, companies should be hedging against risk in
 any conditions

• Currency options can protect businesses with exposure to different currency against adverse changes in
 exchange rates

• Companies can also hedge against a rise in interest rates on their borrowings

Highlights
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CURRENCY hEDGING SCENARIO

A company importing cars from Germany has agreed to 
pay for a shipment in Euros after three months.

To hedge against the risk that the Euro strengthens 
(becomes more expensive) sharply, raising its costs, 
the company can buy a Euro ‘call’ (option to buy) for a 
small percentage of the total payment. The ‘strike rate’ 
(agreed exchange rate for the option) will probably be 

close to current spot market rates, for example $1.20 to 
1 Euro. If the Euro rises to $1.30, making the transaction 
more expensive for the company, it can exercise the 
option and buy at $1.20. If the Euro falls to $1.10, the 
option is not exercised and the company benefits from 
the more favourable exchange rate.

Currency risk can be hidden if the supplier agrees to be paid in UAE dirhams, or US dollars, to which it is pegged. If 
the supplier’s currency weakens against the US dollar, it may increase pricing to compensate.

This type of option can be expensive, as the bank is exposed to unlimited risk. Other products exist, but expose the 
buyer to more risk as they become less expensive.

These include:

• Knock-in and reverse knock-in options, where a certain rate above or below current spot market rates must be  
 traded before the option becomes valid

• Knock-out and reverse knock-out options, where the option is no longer valid if a certain rate above or below  
 current spot market rates is traded

• Cylinder or risk reversal, where the buyer buys an option (either a call or a put, ie. an option to sell) and sells 
 the opposite option to the bank.  This is zero-cost, but the bank will exercise the option if the market rate allows it  to  
 profit, exposing the buyer to unlimited risk
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INTEREST RATE hEDGING

Companies can also hedge against changes in the interest rates on their loans, allowing it to budget for repayments. 
Even if the london or Emirates interbank offered rate fluctuates, borrowers can fix or cap their rates.

Common instruments include:

• Interest rate swaps, which fixes the rate

• Interest rate caps, which puts a maximum interest rate

• Interest rate collar, which puts a maximum interest rate, reducing the borrower’s risk, and a minimum, reducing  
    the bank’s risk

CASE STUDIES

Major multinational companies have lost millions of dollars after not hedging, or hedging incorrectly. Examples 
include:

• Nike lost $181m in 2015 due to a strong US dollar, as it repatriated profits from its global sales

• Samsung lost $488m in 2014 as a strengthening Korean won made its products comparatively more expensive

• Burberry lost $80m in 2014 due to a strong British pound, as it repatriated profits from its global sales

• rolls royce’s aircraft engine business lost $389m in 2014 after buying forward market contracts (which are  
 fixed) up to six years ahead. It had predicted the British pound would weaken, whereas it in fact strengthened

These illustrate that importance of companies understanding the risks they are exposed to, and how best to hedge 
against them.
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Hamad Haider 
partner, PwC 

hamad joined pwc legal’s Dubai office in April 2016, after almost 
five years of experience in the corporate commercial practice at Al 
Tamimi in Dubai. prior to moving to Dubai in 2011, hamad worked 
at haidermotaBNr’s leading corporate commercial practice for five 
years in Karachi, pakistan. 

hamad has extensive experience in mergers, acquisitions, structuring, 
restructuring, commercial advisory, commercial contracts and in 
advising family businesses. he is also an expert on matters relating to 
free zones, from regulatory advisory to drafting of legislation.

Nadine Basil 
Director, Indirect Taxes, PwC

Nadine is a lawyer and has over 16 years of tax consulting expertise 
with various governments. She has been significantly involved in tax 
implementation and reform projects in the Middle East, where she 
defined policies and drafted laws in Arabic, English and French (direct 
and indirect taxes).

Nadine has also been part of several projects for the development and 
delivery of VAT technical policy and legislation. prior to coming to the 
UAE in 2007, Nadine was a legal advisor at the Ministry of Finance 
in lebanon, where she worked on the Tax reform project within the 
United Nations Development programme (UNDp).

Ozgur Danisman, MBA CISSP
Manager, Sales Engineering Mena, Forcepoint 

With a focus in information security, ozgur Danisman has more 
than 15 years of IcT experience. he previously held various security 
consultant and security managerial engineering roles at cisco, palo 
Alto, checkpoint and Vodafone Turkey. 

ozgur holds an MBA and double major in computer and Electronics 
Engineering; his security certifications include cISSp, cISA, and 
CISM.

Brian Tilly 
Director, Indirect Taxes, PwC 

Brian has over 30 years of experience working in VAT. he has spent 
the last 15 years working for pwc in Ireland and the UK working mainly 
with multi-national companies on issues across the EU. 

Brian also specialises in assisting clients on VAT audits, and has 
regularly dealt with the tax authorities on behalf of clients in Ireland 
and the UK. 

prior to this, Brian worked for over 15 years for the UK Tax Authority 
(hM revenue & customs), where he was responsible for auditing VAT 
returns submitted by businesses.

SpEAKEr BIogrAphIES
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Vincent O’Brien
Chair, Market Intelligence Group ICC Banking Commission 

Vincent has been involved in trade finance for over 25 years and has 
delivered technical trade finance assistance in more than 80 countries.

he has played a major role in the development of Icc’s online training 
programs for trade finance operations and in the application of trade 
facilitating rules from various ICC National Committees around the 
world.

Vincent’s primary activity is trade facilitation with major multilateral 
development banks. his specialty is dispute resolution and problem 
elimination, where he often acts as an expert witness in trade disputes 
and legal cases.

Vincent also holds the position of Associate Director of the Institute of 
International Banking law and practice.

SpEAKEr BIogrAphIES

Wayne Andrews 
Managing Director Treasury Tutor

Wayne founded Treasury Tutor FZE, a UAE-based financial markets 
training and consultancy firm, in early 2014.

his main focus is helping corporate clients with their hedging and risk 
management requirements, particularly market risk, where he advises 
them on navigating adverse movements in exchange rates and interest 
rates, along with energy and commodity prices.

prior to this, Mr Andrews was head of the treasury & investments 
divisions of a number of banks in the region, most recently Commercial 
Bank International (“CBI”) in Dubai. 

he first arrived in the gcc in 1992 after spending 15 years in the 
financial markets in london, including a six-year spell running the 
foreign exchange team at BZW limited, which later evolved into 
Barclays Capital.
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ABoUT NATIoNAl BANK oF FUJAIrAh pJSc

Incorporated in 1982, National Bank of Fujairah 
pJSc (NBF) is a full services corporate bank 
with strong corporate and commercial banking, 
treasury and trade finance expertise as well as an 
expanding suite of personal banking options and 
Shariah compliant services. leveraging its deep 
banking experience and market insight within 
Fujairah and the UAE, NBF is well-positioned 
to build lasting relationships with its clients and 
help them achieve their business goals.

NBF’s key shareholders include the Government 
of Fujairah, Easa Saleh Al gurg llc and 
Investment Corporation of Dubai. Rated Baa1 
/ prime-2 for deposits and A3 for counterparty 
risk assessment by Moody’s and BBB+ / A-2 by 
Standard & poor’s, both with a stable outlook, 
the bank is listed on the Abu Dhabi Securities 
Exchange under the symbol “NBF”. It has a 
branch network of 15 across the UAE.

The information contained herein has been prepared by National Bank of Fujairah pJSc (NBF). NBF relies on information obtained from sources believed to be reliable, in addition to the findings of the event conducted 
by NBF, though NBF does not guarantee its accuracy or completeness. This presentation has been prepared for informational purposes only and does not form a part of any advice to rely or depend on in taking any 
decision. NBF undertakes no obligation to publicly update or publicly revise any forward-looking statement, whether as a result of new information, future events or otherwise.


