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Not locked out of personal loans

BANKS ARE BEING MORE CAUTIOUS, RAISING THE MINIMUM SALARY REQUIREMENT TO DH20,000 IN SOME CASES

AINE MOORAD
Staff Reporter

Dubai Gone are the days
when major banks were af-
ter you to take a loan.

But it’s not all bleak.

Several are still provid-
ing personal loans, al-
though some of them have
tightened their lending
criteria. A more cautious
approach in terms of banks
being convinced of the
customer’s ability to repay
the loan in the changing
financial scenario is being
adopted.

“In line with the current
market conditions, HSBC
has further tightened its
lending criteria in order
to ensure customers who
do receive loans can af-
ford to repay them back...”
says Venkatesh Srikantan,
regional head of assets and
liabilities, HSBC Middle
East.

He says that the mini-
mum salary requirement
to obtain a personal loan
is now Dh20,000. This re-
quirement has changed
drastically compared to
just a few months ago
when the economy was in
better shape.

“This was at Dh10,000 in
November 2008 and much
before that it stood at
Dh5,000,” Srikantan says.

So how does this scenar-
io make things tougher for
a person seeking a loan?

“The customer now has
to have more liquid cash
for a down payment,” Sri-
kantan says.

An official from Citibank
says that despite the slight
alterations that have come
into effect on lending cri-
teria following the world-
wide recession, the “strat-
egy and focus” on which
a loan is provided remain
the same — whereby a cus-
tomer’s ability to pay the
money back is determined.

“It’s about income, where
they work, how much time
they have spent here — all
determine whether we will
lend them money,” says
Sanjoy Sen, UAE country
business manager and head
of Gulf consumer banking
for Citibank.

Citibank has raised its
income criterion for lend-
ing for personal loans from
Dh3,000 to Dh5,000. And
the bank typically provides
loans of between multiples
of four and eight of the ap-
plicant’s monthly salary.
Interest rates are 13 per
cent to 24 per cent annu-
ally, depending on the risk
profile of the customer.

He adds these regula-
tions are aimed at helping
not just the banks from get-
ting their money back but
also the customers from
defaulting.

Citibank also requires
a customer’s loan to be
covered by life insurance,
which will repay the out-
standing balance on the
loan in case of the borrow-
er’s death.

The customer pays a
group insurance premium,
a one-time payment, at the
time of obtaining the loan.
The insurance shield does
not cover job loss.

Job continuity has be-
come an important factor
in deciding on loans. As
some sectors have wit-
nessed job cuts in recent
months, the risk profiles of
customers are undergoing
continuous reassessment,
though that does not nec-
essarily mean targeting a
particular sector.

“The economic slow-
down and the recent an-
nouncements by various
industries about retrench-

Reassessing

The bank has a 65 per
cent to 70 per cent approv-
al rate on personal loans,
Sen says.

“The larger potion of our
[personal loan] portfolio is
those who do not have sal-
ary transfer accounts with
us.”

In the changed economic
environment, Citibank has
been reassessing the ap-
proved list of companies.
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Personal Instalment Loan Personal loans

= Can borrow loans from up to four to eight times
of a person’s salary. account

= Easy repayment options, spread over a
maximum of 60 months.

= Pay as little as Dh289 per month for a personal
loan of Dh10,000.

= A minimum income of Dh5,000 is required

= (itibank requires the loan to be covered by life
insurance

= Credit Life Insurance

ment of employees have re-
sulted in uncertainty in the
market which erodes cus-
tomer confidence and the
ability to repay outstand-
ing loans,” Douglas Beck-
ett, head of retail banking
at Mashreq Bank, says.

Beckett says that in to-

day’s environment job sta-
bility plays a major role in
whether individuals are
able to access funds from
banks.

A greater number of

years of experience and a
higher salary also act in fa-
vour of the applicant.

“Customers with higher

incomes are assumed to
be more capable to service
their debts as there is suf-
ficient income to pay off
their loans and live com-
fortably.

“Similarly customers

with a longer length of
service are assumed to be
more stable,” Beckett adds.

The ability to repay the

loan back is a criterion
Emirates NBD looks at
very closely.

“Only after we are fully

= No minimum balance required for Emirates Bank current/saving

= Maximum loan amount of Dh250,000. Minimum salary of
Dh2,500 required for maximum loan amount.

=Up to 156 months repayment period

Documentation required

= | atest salary certificate stating present salary, length of service,
and end of service benefits.

= For UAE nationals — Passport copy

Documentation required
= Current dated salary certificate

= L ast two months bank statements (salary and benefits to meBank.

cheque transfer)
= Passport copy/Labour card copy employer's certificate.

= Post-dated cheques

citibank

= For expatriates — Passport copy with valid residents visa
= | etter from current employer confirming salary transfer and

= Three months' banks statements, stating salary, stated in

)

Emirates NBD.

As an example, if your
monthly income is Dh10,000,
the aggregate debt you can
carry is “typically” up to
Dh5,000 of EMI payments.
So if you have an existing
debt burden of Dh5,000 on
an income of Dh10,000, the
chances are Emirates NBD
won’t provide you with a
personal loan.

“The situation hasn’t
changed much. If you had
been eligible for a loan in
the past, accessing a per-
sonal loan is really not an
issue unless you are over-
leveraged,” Krishna said.

And for Emirates NBD,
the minimum salary to be
eligible is a function of the
arrangement that the bank
has with the employer.

“Personal loans are se-
cured by the assignment
of the end-of-service em-
ployment benefits to the
bank. Hence the role of the
employer is critical in de-
termining the minimum
income eligibility,” Krishna
says.

convinced about the repay-
ment capacity of the appli-
cant, will a personal loan
be disbursed,” says Suvo
Sarkar, general manager of
retail banking at Emirates
NBD.

“All creditworthy indi-
viduals irrespective of na-
tionality continue to ob-
tain personal loans from
the bank.”

The maximum personal
loan that a salaried individ-
ual can obtain from Emir-
ates NBD is Dh250,000.

In addition to the usual
criteria of income, employ-
er, duration of service, the
debt-burden ratio, which
is the total of all the debts
that the customer is carry-
ing, is an important deter-
mining factor for all banks.

Overstretched

“If you have over-
stretched yourself and you
already have a debt burden
ratio of 50 per cent, then it
is unlikely that you will be
able to access additional
funds,” said Vikram Krish-
na, head of retail loans at

Amanah Personal Finance/Conventional
Personal Loan

= The maximum loan amount for both is up to
Dh250,000

=The interest rate starts for Amanah at 5.36
per cent; and (0.75 per cent for the other on
reducing balance basis

=Existing account required to be eligible for
aloan

= The payment terms are up to 96 months for
nationals and up to 72 months for expatriates;
for a conventional, the terms are 120 months
for nationals and 72 for expatriates

= The minimum salary requirement for both is
Dh10,000; for a conventional loan there is Top
Ups Dh20,000 New Loans

= A salary transfer is mandatory

<)

= | atest salary,
= Transfer letter
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Banks cautious when
giving loans

By RaBaB KHAN
Community Journalist

‘Easy instalment plan’ —
three words that attract
people to take loans and
go shopping. However,
with the economic cri-
sis looming large, banks
have become cautious.
Gulf News readers speak
about their recent expe-
riences in trying to ob-
tain personal loans.

Arshad Mahmoud said:
“I applied for a loan, but
the application was re-
jected. The reason given
to me was that the bank
had stopped giving loans
due to the economic cri-
sis. Additionally, they
asked me to wait till the
end of March for any fur-
ther information.”

Syed Muddasir had a
similar experience. “I had
applied for a loan a while
back, but it was rejected.
Earlier it was very easy to
get a loan, but now it has
become really difficult.”

Nadeem A. Haji had
received approval for an
instant credit card loan,
but was refused at the last
minute. He said: “After the
global economic crisis,
the bank rejected my ap-
plication, stating that they
do not offer loans to em-
ployees of any real estate
firms.”

Due to the economic cri-
sis, several residents have
been refused loans. How-
ever, all hope is not lost.

Mohan Das managed
to get a personal loan re-
cently. He said: “It was
surprisingly very easy
to get a loan due to the
prompt service of the
sales executive present
at the bank. He gave me
a list of documents to be
submitted. Additionally,
I asked several questions
regarding the hidden
charges and my doubts
were cleared.”

Satish Vemula admits
that banks have become
cautious, but is glad that
he managed to get a loan.

He said: “Most banks
are giving loans based on
a minimal salary. In light
of the present crisis, they
may have changed their
rules. However, I man-
aged to get a loan from
the bank that T have an ac-
count with.”

Najeeb K. P. wrote in to
www.gulfnews.com about
his personal experience.

“I had applied for a per-
sonal loan and it was ap-
proved five months ago.
Four of the monthly in-
stalments have been paid.
However, now I am wor-
ried whether I can repay
the balance amount as job

Documentation required
= Original passport must be shown,

= Two months' bank statements

Regarding both, there is a free credit card for
the first year and a current account with the
minimum balance waived.
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Satish Vemula

After the loan was approved, I was
made redundant from my previous job.
The loan is processed, but the money is
blocked and cannot be withdrawn.”

stability is low due to the
economic recession.”

Raj Nair is confident that
if one has a good credit his-
tory, there would be no is-
sues in getting a loan. He
stressed: “I feel that all the
people in the middle in-
come group share a good
relationship with banks,
and it should be easy for
them to get a loan.”

While some people are
ecstatic after getting a
loan, there was one Gulf
News reader who regret-
ted getting one.

Donna’s loan applica-
tion was approved three
months ago, but bad luck

Personal loans for nationals

Donna
UAE resident

followed. She said: “After
the loan was approved,
I was made redundant
from my previous job. My
pay package was great
and the company has a
good reputation, which
gave the bank a great rea-
son to approve my loan
without hesitation.”

Donna tried to get the
loan cancelled, but the
bank denied her request.

She said: “The loan is
processed, but the money
is blocked and cannot be
withdrawn. I was told that
I need a sponsor in order
for the bank to release the
money.”

= | oan amounts of up to 63 times a person’s salary

= Repayment periods of up to 200 months
= Revolving overdraft facilities of up to two times the salary.

Personal loans for expatriates

= The maximum limit is up to Dh250,000.
= |nterest rates vary depending on the amount and repayment period.

= Repayment period varies from six months to a maximum of 72 months

= The minimum salary requirement is Dh3,000. If your company is a
“select employer” the minimum salary requirement is less.

Documentation required

= Passport copy with a valid residence visa

= Salary transfer certificate

= Three months' bank statements showing regular salary credits



