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C. Alignment of Funding Strategy
with Macroeconomic Environment 

Funding strategies must be responsive to the 

macroeconomic environment in which Banks 

operate. Interest rate regime, market liquidity 

conditions, monetary policy stance, and regional 

and global geopolitical developments directly 

influence the funding availability, pricing, and 

customer behavior. 

An effective funding strategy, 
therefore, considers the following: 

G) 
Currency movements 

Currency movements and 

cross-border funding risks. 

Interest Rate Cycles 
Interest rate cycles affect deposit 

stability and funding costs 0 

Competitive Dynamics 

Competitive dynamics in 

retail and corporate deposits. 

Market Liquidity 

Market liquidity and access to 

Capital markets are important. 0 

During periods of tightening financial conditions, 

banks that rely heavily on market-based or 

confidence-sensitive funding face higher rollover 

and pricing risk. Conversely, such conditions can 

mask underlying structural weaknesses. 

Regulators require banks to assess how adverse 

macroeconomic conditions could adversely 

impact funding access and to demonstrate 

contingency measures that remain credible under 

stress. This highlights the importance of building 

structural resilience during stable periods rather 

than a post-facto response only after conditions 

worsen. 
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Beyond stress assessment, it is important to understand how different funding segments 
structurally influence regulatory liquidity ratios prescribed by the CBUAE. Each funding 
source is treated differently under LCR, NSFR, ELAR, and ASRR frameworks based on its 
stability, contractual tenor, and regulatory risk weights. A sound funding strategy, therefore, 
evaluates not only funding availability and cost, but also its regulatory efficiency and stability 
contribution under both BAU and stressed conditions. 

You may refer to our previously published whitepapers as part of our ILAAP series by 

visiting our official website www.aptivaa.com. Our previous publication was on 

7th April 2026 - ILAAP Unpacked : A strategic guide for UAE banks 
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