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T h e  C o v i d - 1 9  p a n d e m i c ,  a n d  t h e  r e s p o n s e

o f  g o v e r n m e n t s  a r o u n d  t h e  w o r l d ,  h a s  b e e n

u n p r e c e d e n t e d .  G l o b a l l y ,  m i l l i o n s  o f  p e o p l e

w e r e  r e s t r i c t e d  f r o m  l e a v i n g  t h e i r  h o m e s ;

c r o s s - b o r d e r  t r a v e l  w a s  d i s r u p t e d  a n d  i n

s o m e  c a s e s ,  c o m p l e t e l y  s u s p e n d e d ;  s u p p l y

c h a i n s  w e r e  d i s r u p t e d ,  a n d  i n  s o m e  c a s e s ,

c o m p l e t e l y  s u s p e n d e d ;  e c o n o m i c  g r o w t h

d e c l i n e d .  T h e  l i s t  o f  i m p a c t s  g o e s  o n .  I t  i s

n e a r l y  i m p o s s i b l e  t o  o v e r e s t i m a t e  t h e

p a n d e m i c ’ s  f u l l  i m p a c t .   

T h e  f i n a n c i a l  s e r v i c e s  i n d u s t r y  e x p e r i e n c e d

i t s  o w n  p a n d e m i c - r e l a t e d  i m p a c t s .  C r i s i s

m a n a g e m e n t  p l a n s  w e r e  p u t  t o  t h e  t e s t ;

r e m o t e  w o r k i n g  b e c a m e  t h e  ‘ n e w  n o r m ; ’  a n d

d i g i t a l  t r a n s f o r m a t i o n  w e n t  f r o m  b e i n g  a n

o r g a n i s a t i o n a l  g o a l  t o  a  t h r e s h o l d  c o n d i t i o n

f o r  o p e r a t i o n a l  r e s i l i e n c e .  F i n a n c i a l

i n s t i t u t i o n s  h a d  t o  a d j u s t  t h e i r  o p e r a t i n g

m o d e l s  t o  s u p p o r t  d i g i t a l  e n g a g e m e n t  w i t h

s t a f f  a n d  c u s t o m e r s  a n d  i n c r e a s e  t h e i r

f o c u s  o n  s t a f f  h e a l t h ,  s a f e t y ,  a n d  w e l l b e i n g .    

F i n a n c i a l  s e r v i c e s  r e g u l a t o r s  h a d  t o  a d j u s t

t o  s i m i l a r  o p e r a t i o n a l  c h a l l e n g e s .  W e  h a d  t o

a d j u s t  o u r  r e g u l a t o r y  e x p e c t a t i o n s  a n d

r e q u i r e m e n t s  a n d  p r o v i d e  f l e x i b i l i t y  w h e r e  i t

w a s  n e c e s s a r y  a n d  f e a s i b l e ,  w h i l e

c o n t i n u i n g  t o  m a i n t a i n  a p p r o p r i a t e

r e g u l a t o r y  s t a n d a r d s  a n d  t o  m e e t  r e g u l a t o r y

o b j e c t i v e s .  F i n a n c i a l  i n s t i t u t i o n s  h a d  t o

t h i n k  f a s t  a n d  c r e a t i v e l y ,  a n d  s o  d i d

r e g u l a t o r s .   

D e s p i t e  t h e  c h a l l e n g e s  o f  t h e  p a n d e m i c ,

f i n a n c i a l  i n s t i t u t i o n s  p r o v e d  c a p a b l e  o f

m e e t i n g  t h e  c h a l l e n g e s ,  a n d  t h e  g l o b a l

f i n a n c i a l  s y s t e m  r e m a i n e d  r e s i l i e n t .  L e n d i n g

c o n t i n u e d ,  i n v e s t i n g  c o n t i n u e d ,  a n d

i n n o v a t i o n  c o n t i n u e d .  T h e  f i n a n c i a l

e c o s y s t e m  o f  t h e  D I F C  w a s  n o  e x c e p t i o n ,  a s

f i n a n c i a l  i n s t i t u t i o n s  i n  t h e  D I F C

d e m o n s t r a t e d  r e a d i n e s s  f o r  t h e  o p e r a t i o n a l

c h a l l e n g e s  b r o u g h t  o n  b y  t h e  p a n d e m i c .  

We observed that the major i ty of  f inancial

inst i tut ions in the DIFC had already begun

digi ta l  t ransformat ion and were prepared to

support  operat ions in a remote working

environment.  F i rms also quickly integrated

the use of  col laborat ion tools and shi f ted to

the use of  e lectronic onboarding and eKYC

solut ions. 

At the DFSA, we learned a great deal  about

our own capacity to cont inue to operate

effect ively in a cr is is and our capacity to

adjust  to new and di f ferent ways of  doing

things. 

I t  is  important,  for  the conf idence of  the

industry,  to do a stock take of  the f inancial

inst i tut ions operat ing in or f rom the DIFC

and understand their  overal l  resi l ience to

the chal lenges of  the pandemic. We

undertook such an exercise,  and this report

summarises our f indings. 

Note from the Chief Executive 1.



02

B a n k i n g  –  t h i s  s e c t o r  d e m o n s t r a t e d

r o b u s t  r e s i l i e n c e  a n d  m a n a g e d  t o

c o n t i n u e  t o  g r o w  i t s  o p e r a t i o n s  w h i l e

s u p p o r t i n g  t h e  e c o n o m y  a n d  c l i e n t

n e e d s .

I n s u r a n c e  –  t h i s  s e c t o r  w i t n e s s e d  a n

i n c r e a s e  i n  t h e  l e v e l  o f  r e i n s u r a n c e

c a p a c i t y  a n d  t h e  g r o s s  w r i t t e n  p r e m i u m s

u n d e r w r i t t e n  b y  D I F C  r e i n s u r e r s  a n d

u n d e r w r i t i n g  a g e n t s .

I n v e s t m e n t  a n d  f u n d  m a n a g e m e n t  –  t h i s

s e c t o r  d e m o n s t r a t e d  h e a l t h y  g r o w t h  i n

A s s e t s  u n d e r  M a n a g e m e n t  a n d  g r o w t h  i n

t h e  n u m b e r  o f  a c t i v e  f u n d s .

B r o k e r a g e  –  t h i s  s e c t o r  w i t n e s s e d  a n

i n c r e a s e  i n  t h e  n u m b e r  o f  b r o k e r a g e

F i r m s  i n  t h e  c e n t r e  a n d  a n  i n c r e a s e  i n

t h e  v o l u m e  a n d  r e v e n u e  o f  t r a d i n g

a c t i v i t y .  

T h e  C o v i d - 1 9  p a n d e m i c  s i g n i f i c a n t l y

d i s r u p t e d  b u s i n e s s  o p e r a t i o n s  g l o b a l l y ,

a f f e c t i n g  f i r m s '  o p e r a t i o n a l  a n d  f i n a n c i a l

r e s i l i e n c e .  I n  r e s p o n s e ,  t h e  D F S A  o f f e r e d

t e m p o r a r y  r e g u l a t o r y  r e l i e f  m e a s u r e s  t o

a p p l i c a n t s  a n d  A u t h o r i s e d  F i r m s  a l l o w i n g

m o d i f i c a t i o n s  a n d  w a i v e r s  o f  c e r t a i n

r e g u l a t o r y  r e q u i r e m e n t s ;  a n d  r e m a i n e d  i n

c o n s t a n t  c o n t a c t  w i t h  F i r m s  a n d  a p p l i c a n t s

t h r o u g h o u t  t h i s  p e r i o d  w h i l s t  c o n t i n u o u s l y

m o n i t o r i n g  t h e i r  p e r f o r m a n c e .  

T h e  D F S A  i s  p u b l i s h i n g  t h i s  R e p o r t  t o

o u t l i n e  t h e  i m p a c t  o f  C o v i d - 1 9  o n  F i r m s  i n

t h e  D I F C ,  w h i l s t  a n a l y s i n g  t h e i r  l e v e l  o f

r e s i l i e n c e  t h r o u g h o u t  t h e  p a n d e m i c ,  a n d

t h e  r e s u l t i n g  p r o g r e s s  t h e r e a f t e r .  

T h i s  R e p o r t  s u m m a r i s e s  t h e  l e v e l  o f  s u p p o r t

F i r m s  r e q u i r e d  f r o m  t h e  D F S A  a n d  o u t l i n e s

t h e  k e y  t r e n d s  i n  b u s i n e s s  a c t i v i t y  o b s e r v e d

a c r o s s  t h e  b a n k i n g ,  i n s u r a n c e ,  f u n d

m a n a g e m e n t ,  b r o k e r a g e  a n d  i n n o v a t i o n -

r e l a t e d  s e c t o r s .  T o  s u m m a r i s e ,  t h e s e

f i n d i n g s  i n c l u d e d :

Innovat ion – The 2020 and 2021 ITL

cohorts received the largest number of

appl icat ions s ince the 2017 launch of

the Programme. 

Al l  new author isat ion appl icat ions were

given a reduct ion in fees; 

3% of appl icant Firms requested an

extension to the durat ion of  the in-

pr inciple author isat ion per iod, above

the average number of  extension

requests;

Overal l ,  the pandemic was a global ly-

chal lenging si tuat ion,  but DIFC Firms

proved able to wi thstand the impact of  the

pandemic. Business act iv i ty expanded and,

aside from extensions to report ing

deadl ines,  an immater ia l  number of

Author ised Firms took advantage of

regulatory rel ief  measures. 

This Report  was prepared based on the

informat ion provided to the DFSA through

quarter ly and annual  regulatory returns.

Note that  the Report  addresses only key

observat ions that are relevant in assessing

the level  of  resi l ience of  DIFC Firms.

Therefore,  th is Report  does not include al l

Covid-19 related matters.  

The DFSA announced several  temporary

regulatory rel ief  measures on 7 Apri l  2020

to give Firms the f lexibi l i ty  and support

needed to wi thstand the stress of  the

pandemic. The regulatory rel ief  measures

expired on 31 December 2020, giv ing Firms

suff ic ient  t ime to adapt to the chal lenges of

the pandemic. Approximately 49% of DFSA

Author ised Firms used the rel ief  measures.

The regulatory rel ief  measures,  including

the percentages of  the Firms that used

each kind of  re l ief ,  are as fo l lows: 

2. Executive Summary 

3. DFSA Regulatory
Relief Measures 

https://www.dfsa.ae/news/DFSA-Takes-Measures-to-Support-its-Financial-Community


3 5 %  o f  F i r m s  r e q u e s t e d  a n  e x t e n s i o n  o f

t i m e  f o r  f i l i n g  a  n u m b e r  o f  r e g u l a t o r y

r e p o r t s  a n d  r e t u r n s ,  i n c l u d i n g  a c c o u n t

a n d  f i n a n c i a l  s t a t e m e n t  a u d i t o r ' s

r e p o r t s ;

3 %  o f  F i r m s  r e q u e s t e d  f l e x i b l e  r e s i d e n c y

r e q u i r e m e n t s  f o r  A u t h o r i s e d  I n d i v i d u a l s ;  

1 %  o f  F i r m s  r e q u e s t e d  f l e x i b i l i t y  i n

c e r t a i n  c a p i t a l  r e q u i r e m e n t s ;  a n d

5 %  o f  F i r m s  s u b m i t t e d  o t h e r  r e q u e s t s  a s

s h o w n  i n  t h e  p i e  c h a r t  b e l o w :  

5 5 %  o f  r e q u e s t s  w e r e  f e e  r e l a t e d ,  w h i c h

i n c l u d e d  w a i v e r s  o f  f e e s  f o r  A u t h o r i s e d

I n d i v i d u a l  a p p l i c a t i o n s ,  l a t e  r e t u r n  f e e s ,

r e g i s t r a t i o n  f e e s  f o r  D o m e s t i c  F u n d s  a n d

l i s t i n g  f e e s  f o r  n e w  S M E  i s s u e r s ;

9 %  o f  r e q u e s t s  w e r e  f o r  w a i v e r  r e n e w a l s ;

1 3 %  o f  r e q u e s t s  r e l a t e d  t o  r e q u e s t s  t o

w o r k  i n  f l e x i b l e  w o r k i n g  s p a c e s ,  w i t h

a p p r o p r i a t e  c o n t r o l s  i n  p l a c e ;  a n d

4 %  o f  r e q u e s t s  w e r e  f o r  a n  e x t e n s i o n  t o

P I I  r e n e w a l .  

A s  i l l u s t r a t e d  i n  t h e  p i e  c h a r t  a b o v e ,  f r o m

t h e  5 %  o f  F i r m s  a n d  a p p l i c a n t s  t h a t

s u b m i t t e d  ‘ o t h e r  r e q u e s t s ’ :  

E x c e p t  f o r  t h e  n u m b e r  o f  r e q u e s t s  f o r  a

f i l i n g  e x t e n s i o n ,  a n  i n s i g n i f i c a n t  n u m b e r  o f

F i r m s  u s e d  t h e  r e g u l a t o r y  r e l i e f  m e a s u r e s .

R e g a r d i n g  t h e  f i l i n g  e x t e n s i o n s ,  t h e  

there was no mater ia l  change to DIFC

Firms’  r isk management pract ices;

the approach to managing operat ional

r isks remained largely unchanged with

only minor adjustments;

the same processes were successful ly

repl icated in remote working

environments,  using technology

solut ions to repl icate t radi t ional

processes;

adjustments were made to the business

cont inui ty plans to accommodate work

from home scenar ios to ensure business

cont inui ty;  and

there was an accelerat ion of  digi ta l

adopt ion,  part icular ly in the area of

col laborat ion tools,  digi ta l  onboarding,

and eKYC. 

major i ty of  F i rms requested extensions

because of  delays associated with th i rd-

party vendors,  such as their  external

auditors.  

The DFSA maintained close and cont inuous

monitor ing and contact wi th Firms

throughout the pandemic and paid close

attent ion to the operat ional  readiness and

resi l ience of  the DIFC Firms. Firms were

requested to not i fy the DFSA in case of  any

mater ia l  changes in their  operat ions. 

In 2020, the DFSA also reached out to a

sample of  Author ised Firms to part ic ipate

in a study on the impact of  Covid-19 on the

Firms’  operat ional  r isk management.  The

fol lowing are the main f indings of  the

study:

 

4. Impact of Covid-19 on
operational resilience of
DIFC Firms
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T h e  r e s u l t s  f r o m  t h e  s t u d y ,  f i n d i n g s  f r o m

c l o s e  a n d  c o n t i n u o u s  m o n i t o r i n g ,  a n d

i n t e r a c t i o n  w i t h  t h e  a u t h o r i s e d  F i r m s

e v i d e n c e d  t h a t  D I F C  F i r m s ,  i n  g e n e r a l ,  h a d

a d a p t e d  w e l l  t o  t h e  p a n d e m i c  a n d  h a d

t a k e n  t h e  n e c e s s a r y  p r e c a u t i o n s  t o  e n s u r e

s m o o t h  o p e r a t i o n s .  F r o m  a n  o p e r a t i o n a l

r e s i l i e n c e  p e r s p e c t i v e ,  t h e  D I F C  F i r m s  h a d

s u c c e s s f u l l y  m a n a g e d  t o  a d a p t  t o  t h e  “ n e w

n o r m a l ” .  

T h i s  r e p o r t  w i l l  f u r t h e r  l o o k  i n t o  t h e

d i f f e r e n t  i n d u s t r y  s e c t o r s  i n  t h e  c e n t r e

i n c l u d i n g  b a n k i n g ,  i n s u r a n c e ,  i n v e s t m e n t s

a n d  f u n d s ,  b r o k e r a g e ,  a n d  i n n o v a t i o n -

r e l a t e d  s e c t o r s .  

5.1  Overv iew

T h e  b a n k i n g  s e c t o r  d i s p l a y e d  s o u n d

r e s i l i e n c e  t h r o u g h o u t  t h e  C o v i d - 1 9

p a n d e m i c .  D e s p i t e  t h e  c h a l l e n g e s ,  D I F C

b a n k s  m a i n t a i n e d  t h e  g r o w t h  p a t h  w h i c h

t h e y  h a v e  s u s t a i n e d  o v e r  t h e  y e a r s .  T h e y

m a n a g e d  t o  c o n t i n u e  t o  p r o v i d e  n e c e s s a r y

f u n d i n g  t o  t h e  l o c a l  e c o n o m i e s  i n  w h i c h

t h e y  c o n d u c t  t h e i r  b u s i n e s s  a c t i v i t i e s  a n d

t o  c o n t i n u e  t o  s u p p o r t  c l i e n t  n e e d s .

5.2 F inanc ia l  Res i l ience

A t  t h e  o n s e t  o f  t h e  p a n d e m i c ,  i m m e d i a t e

f o c u s  w a s  o n  e n s u r i n g  t h e  a v a i l a b i l i t y  o f

a p p r o p r i a t e  l e v e l s  o f  l i q u i d i t y .  D I F C  b a n k s

s h o w e d  h i g h - l e v e l  r e s i l i e n c e  i n  t h a t  s p a c e .

D e p o s i t s  w e r e  h e l d  s t e a d y ,  t h e n  f o l l o w e d

b y  g r o w t h  a s  f u n d  p r o v i d e r s  s t a r t e d  l o o k i n g

f o r  s a f e t y .  

A t t e n t i o n  t h e n  p i v o t e d  t o w a r d s  a s s e t

q u a l i t y .  A  g e n e r a l l y  h i g h  q u a l i t y  w e l l -

d i v e r s i f i e d  l o a n  p o r t f o l i o  h e l p e d  D I F C  b a n k s

a v o i d  m u c h  s t r e s s .  N o n - p e r f o r m i n g  l o a n s

i n i t i a l l y  i n c r e a s e d  d u e  t o  a  s l o w d o w n  o f  

economic act iv i ty,  and subsequent ly

returned to average levels as business

act iv i t ies regained tract ion.  Loan

provis ions had the biggest impact on

prof i tabi l i ty ,  resul t ing in a net loss booked

for 2020. Changes to account ing

standards, speci f ical ly the implementat ion

of IFRS 9 in 2018, requires banks to

provis ion for expected credi t  losses, taking

into account economic forecasts.  As the

economic forecasts improved, loan

provis ions were reversed, contr ibut ing to a

net prof i t  booked for 2021, in- l ine wi th pre

pandemic levels.

Capital  levels remained strong. Throughout

the pandemic, DIFC banks did not need to

use any of  the avai lable capital  buffers.  

The pandemic had impl icat ions on l iquidi ty,

asset qual i ty and general  banking services.

The banks managed this wi th cont ingency

governance arrangements,  a l lowing for

enhanced management reports and prompt

r isk management act ions.

Business decis ions and act ion plans took

into account the t rajector ies of  favourable

and un-favourable scenar ios.  This required

act ive engagement between var ious

funct ions to ensure the capacity to

withstand adverse economic condit ions.

The insurance sector in the DIFC consists

of  reinsurers,  intermediar ies and managing

agents,  who provide reinsurance capacity

for the region, pr imari ly in the general

insurance segment.  At  the onset of  the

pandemic in 2020, our supervisory focus

was to closely monitor the impact of  Covid-

19 and the government-mandated

restr ict ions on the level  of  insurance

claims, especial ly in heal th and business

interrupt ion.

5. Impact of Covid-19 on
resilience of the banks
in the DIFC
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6. Impact of Covid-19 on
resilience of insurance
Firms in the DIFC



6.1  Overv iew

O v e r a l l ,  i n s u r a n c e  F i r m s  a n d  i n t e r m e d i a r i e s

h a v e  b e e n  r e s i l i e n t  i n  t h e  f a c e  o f  C o v i d - 1 9 ,

b o t h  o p e r a t i o n a l l y  a n d  f i n a n c i a l l y .  H o w e v e r ,

i t  r e m a i n s  t o  b e  s e e n  w h a t  t h e  m e d i u m -  a n d

l o n g - t e r m  e c o n o m i c  i m p a c t s  o f  C o v i d - 1 9

w i l l  h a v e  o n  t h e  o v e r a l l  d e m a n d  a n d  s u p p l y

f o r  i n s u r a n c e  t h r o u g h  t h e  D I F C  i n s u r a n c e

m a r k e t .  

6.2 F inanc ia l  impacts

O n  t h e  p r e m i u m s  s i d e ,  a g g r e g a t e  g r o s s

w r i t t e n  p r e m i u m s  ( G W P )  f r o m  c e r t a i n

s e c t o r s  s u c h  a s  a v i a t i o n  a n d  m a r i n e   w e r e

d o w n  i n  2 0 2 0 .  E n e r g y ,  w h i c h  i s  a  k e y

s e g m e n t  f o r  t h e  D I F C  i n s u r a n c e  m a r k e t ,  w a s

n o t  a s  a d v e r s e l y  a f f e c t e d  a s  i n i t i a l l y

a n t i c i p a t e d  i n  e a r l y  2 0 2 0 .  V o l u m e  d e c l i n e s

w e r e  c o u n t e r e d  b y  p r e m i u m  r a t e  i n c r e a s e s .

T h e  h a r d e n i n g  r e g i o n a l  m a r k e t  i s  c o n s i s t e n t

w i t h  t h e  g l o b a l  t r e n d .

O v e r a l l ,  t h e r e  w a s  n o  s i g n i f i c a n t  d e c l i n e  i n

r e i n s u r a n c e  c a p a c i t y  a n d  n o  a d v e r s e

i m p a c t  o n  t h e  l e v e l  o f  G W P  u n d e r w r i t t e n  b y

D I F C  r e i n s u r e r s  a n d  u n d e r w r i t i n g  a g e n t s .

I n t e r e s t i n g l y ,  D I F C  b r o k e r s  w e r e  a b l e  t o

i n c r e a s e  t h e  l e v e l  o f  b r o k e r e d  r e i n s u r a n c e

b u s i n e s s .  T h e  g r o w t h  r a t e  o f  t h e  D I F C

i n s u r a n c e  p r e m i u m s  i s  i l l u s t r a t e d  i n  t h e

g r a p h  b e l o w .

T h e  g r a p h  b e l o w  s h o w s  a  h e a l t h y  i n c r e a s e

i n  r e v e n u e  f r o m  f e e  a n d  c o m m i s s i o n  i n c o m e

f o r  i n t e r m e d i a r i e s  t h r o u g h  2 0 2 0 ,  s u g g e s t i n g

n o  a d v e r s e  i m p a c t  f r o m  C o v i d - 1 9 .  H o w e v e r ,

2 0 2 1  s a w  a  d r o p  i n  i n c o m e  d u e  t o  n a r r o w e r

m a r g i n s  a n d  i n c r e a s e d  c o m p e t i t i o n .   

6.3 Claims

Impact on DIFC reinsurers and underwri t ing

agents was minimal wi th respect to

business interrupt ion (BI)  c la ims, due to

pandemic exclusions.

BI claims ar is ing from government-

mandated lockdowns have resul ted in a

t ightening of  pol icy wording, clauses and

exclusions to give more clar i ty and

certainty on the r isks covered going

forward.

Medical  c la ims ar is ing from Covid-19 in

2020 were largely of fset  by a lower level  of

non-Covid-19 claims as indiv iduals delayed

non-cr i t ical  hospi tal  v is i ts dur ing the peak

months of  the pandemic. 

However,  there are notable increases in

medical  c la ims in 2021 due to resumption

of elect ive procedures, but the solvency

levels of  insurers were not at  r isk.  High

frequency claims are general ly back to pre-

Covid-19 levels.  

6.4 Financial resil ience

Insurers cont inue to maintain heal thy

reserve levels and insurance intermediar ies

have maintained the necessary capital  and

l iquid asset reserves to meet regulatory

capital  requirements.
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A u t h o r i s e d  F i r m s ,  o p e r a t i n g  w i t h i n  t h e  a s s e t

m a n a g e m e n t  s p a c e ,  c o n d u c t  t w o  l i n e s  o f

b u s i n e s s .  T h e  f i r s t  r e l a t e s  t o  d i s c r e t i o n a r y

p o r t f o l i o  m a n a g e m e n t .  T h e  s e c o n d  l i n e  o f

b u s i n e s s  r e l a t e s  t o  t h e  F i n a n c i a l  S e r v i c e  o f

M a n a g i n g  a  C o l l e c t i v e  I n v e s t m e n t  F u n d

( C I F )  w h e r e ,  t h e  A u t h o r i s e d  F i r m  a c t s  a s

t h e  F u n d  M a n a g e r  o f  t h e  f u n d .  

7.1 .  Overv iew 

M o s t  o f  t h e  F i r m s  m a n a g e  a s s e t s  a n d  f u n d s

f o r  s o p h i s t i c a t e d  p r o f e s s i o n a l  c l i e n t s

i n c l u d i n g  s o v e r e i g n  w e a l t h  f u n d s ,

c o r p o r a t e s ,  i n s t i t u t i o n s  a n d  u l t r a - h i g h  n e t

w o r t h  i n d i v i d u a l s .  

T h e  F i r m s  h a v e  c o n t i n u e d  t o  i n c r e a s e

a s s e t s  u n d e r  m a n a g e m e n t  ( A u M )  i n  y e a r s

2 0 2 0  a n d  2 0 2 1 .  A n d  t h e  i n c r e a s e  i n  A u M

h a s  r e s u l t e d  i n  i n c r e a s e d  f e e  i n c o m e  f o r  t h e

F i r m s .  T h e  c o s t - c u t t i n g  m e a s u r e s

i n t r o d u c e d  d u e  t o  t h e  p a n d e m i c  h a v e  b e e n

r e m o v e d  a n d  F i r m s  h a v e  s t a r t e d  h i r i n g

r e q u i s i t e  s t a f f .  I n  a l l ,  t h e  m a j o r i t y  o f  t h e

F i r m s  s u c c e s s f u l l y  n a v i g a t e d  t h e  i m p a c t  o f

t h e  p a n d e m i c .  

T h e  D F S A  a l s o  l a u n c h e d  i t s  V e n t u r e  C a p i t a l

F u n d  r e g i m e  i n  Q 4  2 0 2 0 .  T h i s  w a s  w e l l -

r e c e i v e d  b y  m a r k e t  p a r t i c i p a n t s .  S i x

V e n t u r e  C a p i t a l  F u n d  M a n a g e r s

s u c c e s s f u l l y  o b t a i n e d  D F S A  A u t h o r i s a t i o n

b y  t h e  e n d  o f  2 0 2 1 .

7.2 Assets under Management
(AuM)

A u M  i s  a n  i m p o r t a n t  m e t r i c  u s e d  t o  a s s e s s

t h e  h e a l t h  o f  F u n d s  a n d  I n v e s t m e n t

M a n a g e r s  a s  i t  h a s  a  d i r e c t  i m p a c t  o n  t h e

F i r m s ’  e a r n i n g s .  N o r m a l l y ,  i n  v o l a t i l e  t i m e s

l i k e  t h e  p a n d e m i c ,  F i r m s ’  m a j o r  c o n c e r n s

a r e  r e l a t e d  t o  i n v e s t o r  r e d e m p t i o n s  a n d

w i t h d r a w a l s  o f  t h e i r  i n v e s t m e n t s .

posi t ive outcomes from the wide

distr ibut ion of  vaccines enabl ing the

world economy to reopen;

market part ic ipat ion f rom a new group

of investors;  and

As is evident f rom the f igures below, the

total  AuM managed out of  the DIFC did not

witness net wi thdrawals.  Backed by a

strong rebound in the market,  the AuM

registered an overal l  increase.

There has been organic growth in the

number of  act ive Funds incorporated in the

DIFC, which increased by 26% from 2019

to 2020, and by 4.1% from 2020 to 2021

The DFSA has witnessed a 31% growth in

act iv i t ies related to both these l ines of

business in the year 2022 over the previous

year.  

8.1 Overview 

The pandemic resul ted in a swif t  crash and

then a record-fast  recovery of  the stock

market.  Regardless of  the fact that  many

smal l  businesses struggled in these

condit ions,  dur ing an unprecedented year

of  volat i l i ty  and movement,  the markets

moved higher af ter  dropping to recent

record lows in the beginning of  Apr i l  2020.

Trends that led to the posi t ive momentum

include: 
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l a c k  o f  s o c i a l  a n d  t r a v e l  o p p o r t u n i t i e s ,

l e a v i n g  p e o p l e  w i t h  t i m e  a n d  m o n e y  t o

i n v e s t .  

 

8.2 Number of  Author ised Brokerage
Firms in  2019-2021

H i s t o r i c a l l y ,  t h e s e  m a r k e t  c o n d i t i o n s  a n d

d y n a m i c s  h a v e  s i g n a l e d  b o o m  t i m e s  f o r  t h e

b r o k e r a g e  a n d  t r a d i n g  s e c t o r  a n d  a n a l y s i s  o f

t h e  D I F C  p o p u l a t i o n  r e f l e c t s  t h i s .  T h i s  i s

p a r t i c u l a r l y  e v i d e n t  w h e n  w e  f o c u s  o n  t h e

l a t e n t  e f f e c t  o f  t h e  p a n d e m i c  w h i c h  h a s  l e d  t o

u s  r e c e i v i n g  m u c h  h i g h e r  l e v e l s  o f

a p p l i c a t i o n s  f r o m  n e w  m a r k e t  p a r t i c i p a n t s .

T h e  d a t a  a b o v e  s h o w s  t h a t  t h e  s e c t o r

m a i n t a i n e d  i t s  p r e s e n c e  i n  t h e  D I F C  w i t h  a

1 4 %  g r o w t h  i n  t h e  n u m b e r  o f  A u t h o r i s e d

B r o k e r a g e  F i r m s  o v e r  t h e  t w o - y e a r  p e r i o d .  

T h e  D F S A  h a s  s e e n  a  s u r g e  i n  t r a d i n g  a c t i v i t y

c o u p l e d  w i t h  a  l a r g e  i n c r e a s e  i n  a p p l i c a t i o n s

a n d  p r e - a p p l i c a t i o n s ,  p a r t i c u l a r l y  f o r  t h e

p r o v i s i o n  o f  C F D s .  T h i s  t r e n d  c o n t i n u e d  i n t o

2 0 2 1  w h e r e  w e  s a w  t h e  n u m b e r  o f

a p p l i c a t i o n s  a c c e l e r a t e .  W e  w o u l d  t h e r e f o r e

e x p e c t  a  f u t h e r  s i g n i f i c a n t  r i s e  i n  t h e

p o p u l a t i o n  o f  t h i s  s e c t o r  i n  2 0 2 2 .

 

8.3 Brokerage revenue and t rad ing
act iv i ty  (2018-2021)  

Further evidence of  the resi l ience of  th is

sector is provided in the revenue data above.

Despite the pandemic, these Firms have

demonstrated signi f icant cont inued revenue

growth, across al l  models,  and consistent

growth year on year.  This is consistent across

asset classes. In both arranging broker and

execut ing broker business models we have

witnessed a greater than two-fold r ise in

revenue between 2018-2021. This i l lustrates

the exponent ia l  growth in business across the

dif ferent classes of  the Broker populat ion,

showing a steep r ise in t ransact ion volumes

in the per iod cover ing the pandemic. 

The trend is also seen in the t rading act iv i ty

(as measured by the number of  c l ients) .  Once

again,  we have witnessed a more than two-

fold growth in the numbers of  c l ients in the

whole brokerage sector f rom 2018 to 2021. 

9.1 Overview 

The pandemic accelerated the shi f t  to

digi t isat ion,  resul t ing in greater demand for

technology-enabled innovat ive f inancial

services and products.  In part icular,  an

accelerat ion in onl ine shopping and social-

distancing increased demand for digi ta l

payments and contact less payments.  To

support  growth in th is sector,  the DFSA

publ ished, in March 2020, the region’s f i rst

comprehensive Money Services Regime. As a

consequence of  the accelerated shi f t  to

digi t isat ion and the implementat ion of  the

new regime, we saw a surge in appl icat ions

from innovat ive startups seeking to enter the

Innovat ion Test ing Licence ( ITL) Programme,

despite global  restr ict ions on internat ional

t ravel  and local  lockdowns. 
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9.2 ITL Cohort  Appl icat ions 2020-
2021

I n  2 0 2 0 ,  f o l l o w i n g  t h e  b e g i n n i n g  o f  t h e

p a n d e m i c ,  w e  o f f e r e d  t w o  I T L  c o h o r t s .  I n

t o t a l ,  w e  s a w  a  2 0 0 %  i n c r e a s e  i n  t h e

n u m b e r  o f  a p p l i c a t i o n s  r e c e i v e d  i n  2 0 2 0

v e r s u s  t h e  n u m b e r  r e c e i v e d  i n  2 0 1 9 .  T h e

n u m b e r  o f  2 0 2 0  a p p l i c a t i o n s  w e r e  a  2 5 %

i n c r e a s e  o v e r  t h e  t o t a l  n u m b e r  o f

a p p l i c a t i o n s  r e c e i v e d  i n  2 0 1 7 ,  2 0 1 8 ,  a n d

2 0 1 9  c o m b i n e d .  T h e  s i g n i f i c a n t  i n c r e a s e

c a m e  p r e d o m i n a n t l y  f r o m  c o m p a n i e s

w a n t i n g  t o  o f f e r  m o n e y  s e r v i c e s  p r o d u c t s

a n d  s e r v i c e s .  T h i s  t r e n d  c o n t i n u e d  i n  2 0 2 1 .  

9.3 Out look on the upcoming 2022
Cohort

G i v e n  t h e  s p i k e  i n  t h e  n u m b e r  o f  I T L

a p p l i c a t i o n s  i n  2 0 2 0 - 2 0 2 1 ,  w e  p r e d i c t  t h e

t r e n d  t o  c o n t i n u e  t h r o u g h  2 0 2 2 ,  e s p e c i a l l y

d u e  t o  t h e  n e w  C r y p t o  T o k e n s  r e g i m e  t h a t  i s

e x p e c t e d  t o  b e  i n  p l a c e  b y  t h e  e n d  o f  2 0 2 2 .

 

I n  J u l y  2 0 2 2 ,  w e  b e g a n  a c c e p t i n g  I T L

a p p l i c a t i o n s  o n  a n  o p e n  a p p l i c a t i o n  b a s i s ,

f o r  a l l  e l i g i b l e  b u s i n e s s  m o d e l s .

O v e r a l l ,  t h e  F i n T e c h  s e c t o r  a p p e a r s  t o  b e

r e s i l i e n t  a n d  t h r i v i n g  d e s p i t e  C o v i d - 1 9 .  

Covid-19 created systemical ly impactful

chal lenges that changed the way

businesses operate wor ldwide. 

Adjust ing to lockdowns, t ravel  restr ict ions

and shortages in labour were new and

unique chal lenges that f inancial  services

businesses needed to overcome. 

The DFSA, l ike other regulators around the

world,  understood that in order for  some

Firms to cope with the chal lenges,

regulatory rel ief  measures were needed, as

wel l  as close and cont inuous supervis ion

and open dialogue.

Overal l ,  the DIFC community remained

resi l ient  throughout the pandemic and has

managed to adapt to the new real i ty.  This

was demonstrated across di f ferent sectors

within the DIFC community,  f rom big

internat ional  banks to smal l  start-up

FinTech Firms. 

Despite the pandemic being a global  heal th

and economic cr is is,  i t  paved the way for

posi t ive changes, such as the accelerat ion

in digi ta l  adopt ion,  the introduct ion of

f lexible working arrangements,  and the

importance of  focusing on employee heal th

and welfare.

As the independent f inancial  services

regulator in the DIFC, the DFSA cont inues

i ts ef for ts to ensure that DIFC Firms comply

with DFSA rules and regulat ions and remain

resi l ient  to exogenous system shocks. 
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