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ABOUT THIS REPORT

BANK MUAMALAT MALAYSIA BERHAD ANNUAL REPORT FY2019

WE AT BANK MUAMALAT
MALAYSIA BERHAD (“BANK
MUAMALAT” OR “THE BANK”)
BELIEVE IN KEEPING OUR
STAKEHOLDERS INFORMED
OF OUR OPERATIONS AND
PERFORMANCE. THIS IS THE
MAIN PURPOSE |IN
PRODUCING OUR ANNUAL
REPORT. IN LINE WITH THIS
OBJECTIVE, OUR ANNUAL
REPORT PROVIDE CONCISE
ACCOUNTS OF THE
FINANCIAL LANDSCAPE IN
WHICH WE OPERATE, THE
CHALLENGES WE FACE, OUR
STRATEGIES TO OVERCOME
THESE CHALLENGES, AND
HOW WE HAVE PERFORMED
BASED ON THESE.




Our annual report explains the performance for the financial year and is guided
by best practices set out under Bursa Malaysia Securities Berhad (“Bursa Malaysia”)’s
Main Market Listing Requirements as well as local and international reporting
standards. Given the gradual shift globally and in Malaysia, towards integrated
reporting which focuses on how an organisation creates value for its stakeholders,
we continue the ongoing journey of transformation towards a more comprehensive
format of presenting data. In our Sustainability Statement, which is based on the
Global Reporting Initiative (“GRI”) Sustainability Reporting Standards, we will provide
a report on how we can deliver sustainable value to stakeholders.

We strive to demonstrate how our initiatives create value
in the short, medium and long term to embed integrated
thinking within our daily business practices

Through this Sustainability Statement, we aim to demonstrate our unwavering
commitment to our stakeholders through enhanced operations and reporting,
towards the economic, environmental and social (“EES”) advancement of the
country. We believe that as an Islamic Financial Institution (IFl), it is our responsibility
to look after the best interests of the communities and businesses whilst addressing
the environmental challenges that make up our whole banking ecosystem.

We are pleased to disclose the Bank’s material topics, which are guided by the
GRI Standards: 102, 103, 201, 202, 204, 205, 302, 307, 401, 402, 404, 405, 406,
43, 418, 419, FS7, FS13 and FS14. We believe that our six high priority material
matters as reported in our FY2018 Annual Report remain pertinent to us. In addition
to that, this year we ensure that we not only report thoroughly on our six high
priority material topics but also the other nine material topics which were prioritised
in the materiality matrix. The full list of material topics is listed below:

I
é‘%‘?; Customer Experience ? Digital Banking
&Y .
6% Responsible Financing =9 P_rocurement Practices
AT Energy Consumption

Ethics and Integrity

&

Community Development
Compliance
Employment

Training and Education 3

=) B@E

Diversity and Equal Opportunity

il
=

Economic Performance

Non-Discrimination

Entrepreneur Development Financial Inclusion

=

All information included in this report refers to
the financial year ended 31 March 2019 (“FY20197),
unless stated otherwise, covering all our
operations within Malaysia. The report has been
published annually with the most recent report
covering all operations as at 31 March 2018.
However, any changes to our reporting cycle
will be subjected to revision of the financial year
from our shareholder.

Our integrated reporting continues to shed light
into our strategy, governance and performance
in a way that reflects the social and environmental
context within which we operate. We will continue
to improve our data management system and
data collection producing thereby more detailed
disclosure in subsequent reports. Our commitment
is based on the firm belief that transparent
communication is key to delivering value to our
stakeholders. Moving forward, we strive to
demonstrate how our initiatives create value in
the short, medium and long term to embed
integrated thinking within our daily business
practices.

This report has been produced with the primary
intention of answering questions our stakeholders
may have regarding our values, strategies and
direction. We welcome stakeholder feedback
on any aspect of our report. Please contact us
at vbi_bmmb@muamalat.com.my
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AT A GLANCE

I
%3- KEY FACTS
- AT A GLANCE

. » ."r 1

RM241.2 million :

Profit before tax was the I - CASA Ratio

highest recorded in Bank _/ ; @ I Stands at

Muamalat’s history of ¥ o [Il Ii |

profitability 1 I@ ]

nl 27.9%

143%
' @ lowest Gross Impaired

Financing since the
Bank’s establishment

New subscription for
Mobile Apps increased

v [ S%.0%

1
[}
1
1
1
1 .
' I Awarded the highest number
The 1st Full Fledged Islamic : of New Accounts for All ASNB
Bank to introduce Islamic premier : Products during
I
1
1
1
1
1

banking services called The ASNB Starz
Awards Night
2018

Muamalat Beyond
Premier Banking
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SUSTAINABILITY STATEMENT GOVERNANCE

ABOUT BANK MUAMALAT

Bank Muamalat is one of three independent full-fledged Islamic financial institutions in Malaysia.
The Bank’s origins date back to 1 October 1999 when the Islamic banking assets and liabilities of
three local banks, namely Bank Bumiputra Malaysia, Bank of Commerce (Malaysia) and BBMB _/
Kewangan, were merged. As at Mar-19, the Bank ranks 10th out of 16 Islamic banks in the country [] I@
in terms of asset size. The Bank has two shareholders, DRB-HICOM and Khazanah Nasional Berhad,

each holding 70% and 30% equity respectively. 64

Bank Muamalat’'s network spans across 64 branches nationwide through which the Bank provides branches
a wide range of Islamic banking products and services to Malaysians and foreigners, offering
wholesale and retail banking services foreign currency deposits, investment accounts, foreign
exchange trading, working capital financing, trade financing, project and contract financing, venture
capital and Islamic capital market services. As a pioneering Islamic bank in the country, Bank
Muamalat is supported by highly qualified Shariah scholars with extensive experience in Islamic

jurisprudence. This group provides counsel on issues pertaining to Shariah products and services, oAf '
| uﬂnQ

including activities to raise Islamic capital.

The Bank is a member of the Global Alliance for Banking on Values (“GABV”), an independent

network of banks and banking cooperatives worldwide that operate under the Principles of 1 869
Sustainable Banking. GABV focuses on returns to the real economy and acts as a financial ’

intermediary to support social and environmental impacts. Bank Muamalat is the first Islamic bank dedicated staff
to be accepted as a member of the alliance. bankwide

The Bank employs a total of 1,869 dedicated staff, comprising 51% women and 49% men.

&
MlSSlO@ VISION ©

To Ethically Deliver Best Value to To Become The Preferred Islamic
Stakeholders, Society and Environment. Financial Services Provider.

- . g
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10 YEARS FINANGIAL HIGHLIGHTS

TOTAL SHAREHOLDERS FUND (RM’000)

™~
@)
o
Lo
(o3}
@

2015 2016 2017 2018 2019

Jan 2009 - Mar 2010

TOTAL ASSETS (RM’000)

22,438,039
22,636,389

2015 2016

23,943,691

o
&
m,.
©
I
LD,.
™
o

2017

2018

2019

2011 Restated

2012 Restated

Total Shareholders Fund (RM’000) 1,319,131 1,348,286 1,401,004 1,598,476
Profit/(Loss) Before Tax (RM’000) 142,061 186,785 103,006 235,963
Profit/(Loss) After Tax (RM’000) 98,834 120,433 69,244 167,936
Total Assets (RM’000) 16,733,420 18,659,940 20,504,037 21,071,590
Total Deposits (RM’000) 14,920,856 16,216,173 18,151,087 18,744,179
Total Financing (RM’000) 7,037,126 7,495,007 9,064,271 10,352,626
No. of Branches 49 51 58 59
No. of Service Centres/Kiosk 6 4 2 7
No. of Offshore Branches/Labuan 1 1 1 1
No. of Staff 1,584 1,763 1,929 2,099
Return on Asset (%) — PreTax 0.73 1.06 0.53 114
Return on Equity (%) — PreTax .24 15.24 7.49 15.73
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TOTAL DEPOSITS (RM’000)

o
) 5
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o
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20,172,527

PROFIT/(LOSS) BEFORE TAX (RM’000)

167,233

2015 2016 2017 2018 2019 2015 2016 2017 2018
2014 2015 2016 2017 2018 2019
1,745,576 1,854,694 1,995,937 2,138,571 2,299,916 2,351,419
208,294 121,966 167,233 170,536 230,548 241,188
151,564 89,280 131,909 149,907 181,625 179,494
20,061,690 22,438,039 22,636,889 23,526,342 23,943,691 22,885,610
17,629,228 19,544,549 19,643,428 19,917,482 20,172,527 19,144,118
11,899,691 13,414,670 14,512,877 14,918,272 14,687,846 15,330,895
59 59 61 62 63 64
7 7 1 1 1 1
1 1 1 1 1 1
2,135 1,987 1,703 1,733 1,636 1,869
1.01 0.57 0.74 0.74 0.97 1.03
12.46 6.78 8.69 8.25 10.39 10.37

& & e 009
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ASSETS PERFORMANCE

ASSET PORTFOLIO (RM’000)
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1,587,681

0 FY2019
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Gross Financial Cash & Short-term
Financing Investments Funds

GROSS FINANCING FY2019

15,488,181

FINANCIAL INVESTMENTS FY2019

5,700,141

CASH & SHORT-TERM FUNDS FY2019

842,508

FINANCING BY BUSINESS SEGMENT

0.30% 0.33%

o

33.13%

64.57% 1.67%

Hl Corporate [ Commercial Consumer [l SME

0.32% 1.08%

31.91%

3.39%

7] Treasury & Investment
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FINANCING BY ISLAMIC CONTRACT
- Murabahah 0.64%

- Murabahah 1.75%
« Rahnu 0.82% + Rahnu 0.73%
« Istisna' 0.54% - Istisna' 0.68%
« Shirkah Mutanagisah 0.33% « Shirkah Mutanagisah 0.25%
« Others 0.01%

» Others 0.01%
O,
6.11% 14.35%

o)
5719% 16.37%

3.27%
0.03%

73.90% 67.06%

M Bai’ Bithaman Ajil M ljarah Thumma Al-Bai Il Inah Tawarrug Bai’ Al-Dayn

ASSET QUALITY

Gross Impaired Gross Impaired Financing Loss Non Impaired
Financing Financing Ratio Reserve Ratio Financing Ratio
FY2019 221.2 1.4% 74.2% 0.83%
FY2018 2854 1.9% 68.5% 1.04%
1.4% 1.9%
98.6%

Non-Impaired Financing [l Impaired Financing
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» ASSETS PERFORMANCE

IMPAIRED FINANCING BY SECTOR

« Agriculture 0.00%

- Manufacturing 0.16%

« Real Estate 8.67%

« Purchase of transport vehicles 0.00%

« Agriculture 0.00%

- Manufacturing 0.27%

« Real Estate 0.13%

« Purchase of transport vehicles 0.09%

Oy
1.43% 1.63%

531%
2.88%

l Construction [ Household [ Wholesale and retail and restaurant [l Transport, storage and communication

[ Finance, takaful and business services [l Community, social and personal service

IMPAIRED FINANCING BY BUSINESS SEGMENT

1.69%

0% [— 4.34%

2.80%

15.42%

77.44% 83.29%

M Corporate [ Commercial [ Consumer [ SME [ Treasury & Investment
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CONNECTED PARTIES

As at end of FY2019, connected parties exposures accounted for 6.1% of the total outstanding credit exposures of RM25 billion.
The amount stood at 63.1% against the Bank Muamalat’s capital base of RM2.40 billion. Both measurements were well below the

threshold limit set by Bank Negara Malaysia.

Connected Parties Exposure by Financial
Instrument as at March 2019 (RM’Million)

Connected Parties VS Non-Connected Parties
Exposure as at March 2019

]
15,000 ~=+ - oo I (eiiaiaieieieieielly 100 - oo 1 Iataiiaiatiaieetely
R
N~
~
(@)
12,000 =+ - coooooomoeooes 80 --J--------------- .. __.
2
5 9,000 ~-+ - oo
= R
6,000 -+ - oo
3,000 -~ o s
0
A
<
o
0--O0--memeeee
Connected Non-Connected Connected Non-Connected
Parties Parties Parties Parties

M Securiies M Financing

Connected Parties Exposure by Sector as at March 2019

M securities % M Financing %

0.7%

1.1%

5.0%

14.1%

@® Finance, takaful and business services
Wholesale, retail and restaurant
Manufacturing

Agriculture, hunting, forestry and fishing
Real Estate Activities

Transport, storage and communication

Electricity, gas and water

Government, SPV
Construction
Others
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MEDIA HIGHLIGHTS
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CALENDAR OF EVENTS FY2019

SIGNIFICANT DEALS .74 COLLABORATIONS

April 2018

4 — 7 April 2018

Malaysia International Halal Showcase

(“MIHAS”)

v

6 April 2018

Wakaf Selangor Muamalat (“WSM”)
contributes a Bus Clinic to the Royal
Malaysian Armed Forces

10 April 2018
Recording Takbir Raya

14 April 2018
DRB-HICOM “Anugerah Anak-Anak
Cemerlang”

19 — 22 April 2018
“Minggu Amanah Saham Malaysia
(MASAM)”

20 April 2018
Reflex and Donate Programme

01 6 BANK MUAMALAT MALAYSIA BERHAD ANNUAL REPORT FY2019

May 2018

6 May 2018

Program Sunnah Berkuda

7 May 2018
Launch of Muamalat Chatbot and M-Mall

13 May 2018
Cycle Challenge at Teluk Panglima
Garang

21 May 2018
Doa Selamat Lambaian Kaabah

21 May 2018
“Kursus Lambaian Kaabah”

22 May 2018
Lambaian Kaabah 2018

23 May 2018

Visit by Officials from San Diego

University

v

26 May 2018
“Break Fast & Furious” at Sime Darby
Convention Centre

31 May 2018
Distribution of Bubur Lambuk

June 2018

4 June 2018
DRB-HICOM Programme: Pengagihan
Bubur Lambuk

5 June 2018
Iftar and Khatam Al Quran

';"-_,
F
v

7 June 2018
Iftar at Masjid Jamek, KL




July 2018

v -
2 July 2018
Staff Raya Celebration

10 July 2018
Corporate Raya Celebration

20 July 2018
Reflex and Donate Programme

26 July 2018
Vendor Engagement Programme

August 2018

3 August 2018
Doa Selamat, Kulim Branch

13 August 2018
Muamalat Beyond Official Launch

17 — 19 August 2018

Karnival Kewangan: Utara

29 August 2018
Program Negaraku

30 — 31 August & 1 — 2 September 2018
Muamalat Merdeka Coral Conservation
Dive

27 August 2018 °

Forum Perdana Ehwal Islam — Langkawi

E.""H

September 2018

6 September 2018

Launch of Bank Muamalat Auditorium
by Y.Bhg. Tan Sri Munir Majid
Lecture Series: Risk Culture and
Governance

October 2018

L

v

2 October 2018
General Council for Islamic Banks And
Financial Institutions (“CIBAFI”)

3 October 2018
The Global Islamic Finance Forum
(“GIFF”) 2018

017



WWW.MUAMALAT.COM.MY ABOUT US

» CALENDAR OF EVENTS FY2019

November 2018

1 November 2018
10 Years’ Service Anniversary

4 November 2018
An Evening with Sheikh Assil Alhakeem
— Rizg Ar-Rahman

'8 November 2018
Muamalat English carnival at Sekolah
Kebangsaan Seri Permaisuri

11 October 2018

22 November 2018
Majlis Penyerahan Sumbangan WSM, > Back To School Programme 2018

14 November 2018
Introduction Session with GABV

Klinik Wagaf An-Nur, Pasir Gudang,

Johor 22 November 2018

Forum Perdana Ehwal Islam, Dewan Sri
Negeri, Kedah

Representative

24 November 2018
Program Menembak bersama Media

25 November 2018
Muar Branch Launch

December 2018

v 11 December 2018
1A4'T|)';:1°léerlt2c:8R‘de Port Dickson 15 November 2018 Talk on GABV with Malaysian Takaful
villi ulture Ride, Port Di _ - « »
GABV Asia Pacific Chapter Meeting Association (‘MTA”)
16 October 2018 -

Signing Ceremony between Bank
Muamalat and Yayasan Pengaman

25 October 2018

Program Hari Bersama PPZ-MAIWP
bertempat di Bank Muamalat Malaysia
Berhad bagi Kempen Potongan Gaji
Zakat 2018 (Skim Thohir)

26 October 2018
Anniversary 1 tahun Surau As-Sakinah

v
16 November 2018
GABV Asia Pacific Chapter Meeting

018 BANK MUAMALAT MALAYSIA BERHAD ANNUAL REPORT FY2019
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January 2019

25 January 2019
Food Festival with Myanmar’s Rohingya
Refugees in Malaysia

@r

A

31 January 2019

Forum Perdana Ehwal Islam, Dewan
Muktamar Kompleks Pusat Islam, Kuala
Lumpur

25 March 2019 K
Majlis Pelancaran Ez-Zakat Muamalat

@ & & &3 BB o019
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CHAIRMAN'S STATEMENT

DEAR SHAREHOLDERS

| am pleased to present the Annual Report
of Bank Muamalat Malaysia Berhad for
the financial year ended 31 March 2019,
which was another year of profitable
growth for the bank.

( X J
TAN SRI DATO’ DR. MOHD The International Monetary Fund (“IMF”) recognises the growth of
MUNIR ABDUL MAJID Islamic Finance as an opportunity to strengthen financial inclusion
Chairman efforts, deepen financial markets and develop new funding sources.

IMF has also announced its plan to incorporate Islamic Finance in
its sector assessments to improve regulation of this growing sector.
Against this backdrop, Bank Muamalat, as a prominent leader of
Islamic Finance, is well-positioned to play its role in catalysing the
industry and national development priorities.

Growth and innovation drive your competitiveness and success.
As of December 2018, the Islamic banking sector grew 10.5%
compared to 9.4% in 2017, accounting for 36.6% of total banking
sector financing. While leveraging on this growth momentum, we
did not lose focus on our strategic business plan (2017-2021).
We continued to build on our strong fundamentals and tap
emerging sector opportunities.

For further information about Tan Sri Dato’ Dr. Mohd Munir Abdul Majid
please go to page 108, Board of Directors’ Profile
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During the year, we improved our asset quality
to 1.4% from 1.9% in the preceding year, which
reflects our prudent credit management practices.
We also delivered a healthy 4.6% growth y-o-y,
of profit before tax (“PBT”) at RM241.2 million.
Our positive performance is a result of harnessing
digital technologies; offering unique investment
solutions; delivering service excellence; supporting
the needs of local communities; and fulfilling
our social responsibility.

In keeping with our aspiration to become the
Preferred Islamic Financial Services Provider in
Malaysia, we introduced new innovative products
and services during the year. Bank Muamalat
became the first domestic full-fledged Islamic
Financial Institution to provide premier banking
facilities for our loyal and preferred customers.

Graced by the Malaysian celebrity and icon,
Dato’ Sri Siti Nurhaliza binti Tarudin, this new
service demonstrates our commitment to
enhancing our value proposition and delivering
differentiated banking experience. Our premier
banking customers can benefit from personalised
services through dedicated Relationship
Managers, who will assist customers to optimise
their investment portfolios.

Our decision to participate in this niche market
is based on the demand for ethical and shariah-
compliant financial solutions from a growing
affluent sector. We are confident of the potential
of this segment that seeks Islamic products
coupled with socially responsible banking.

Going forward, we will continue to enhance our
suite of innovative solutions to benefit both our
current customers, as well as a large non-
customer base who may not have established
any banking relationship with us.

Digitalisation will keep you relevant. The evolving needs of the increasing
number of digital-savvy customers are redefining banking. Customers want to feel
empowered with access to banking anywhere, anytime. The growing demand for
digital solutions is also putting new pressures on banks to deliver superior customer
experience.

In FY2019, we took steps to strengthen our digital infrastructure as well as our
talent to support the implementation of various customer excellence initiatives. A
significant development was to introduce QR-Pay in June 2018. We take pride
as one for the first banks to introduce this cashless payment solution, with over
800 merchants to date.

Masjid Jamek Kuala Lumpur became the first mosque to implement E-derma, our
QR code and facilitate cashless donations through i-Muamalat application. As of
March 2019, 466 QR code customers were onboarded.

We also implemented the Customer Relationship Management (“CRM”) through
Omni Channel to gain new customer insights and continuously enhance our digital
banking experience. CRM helps to assist and simplify sale and marketing process
plus manage Turn Around Time (“TAT”) when tracking issues.

Governance is hygiene and critical for survival. At Bank Muamalat, we continue
to uphold highest standards of corporate governance. The Board maintains close
oversight of the bank’s performance drivers. We review and deliberate on all
aspects of our business to ensure a seamless approach to monitoring and
managing transparency, accountability and growth.

During the year, we observed a Compliance Awareness Week as part of the
Bank’s “Risk Awareness Culture” programme. Our aim has been to instil compliance
culture among staff by raising greater awareness of regulation, risk, accountability
and professional conduct. Throughout the week, experts from government bodies
and private institutions had shared their knowledge on a number of important
regulatory issues involving e-Payment initiatives, foreign account taxes, corporate
governance, Shariah governance, ethics, risk assessment and compliance.

Going forward, we will continue to enhance our suite of
innovative solutions to benefit both our current customers,
as well as a large non-customer base who may not have
established any banking relationship with us
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People are instrumental to performance and
growth. Our employees are our greatest assets.
It is with their unswerving commitment and
positive contributions that we have been able
to report remarkable results against our business
plan and its targets.

Our priority is to empower our people by
equipping them with the skills of the future. Our
efforts are focussed on mapping the current
and future needs of our employees in terms of
their knowledge, skills, and capacity. As we
progress in the Fourth Industrial Revolution (IR
4.0), our commitment is to develop talent that
will help propel the bank’s next phase of growth.

In 2018, we enlisted 63 employees (Assistant
Managers from Branches) for the ABM Certification
Programme. With 12 comprehensive modules,
the curriculum helped improve the competencies
of our employees, in addition to enhancing their
professional credentials.

Beyond fiduciary duties, Value Creation is the
responsibility of businesses. Our commitment
to social responsibility as well as our corporate
direction is premised on the Principles of Value-
based Intermediation (“VBI”), which have been
integrated into our business model. We take a
value-based approach to designing and delivering
our products and services. This includes adopting
sustainable practices to manage the wider impact
on the economy, environment and society.

In October 2018, the VBI Core Group finalised
the Strategy Paper and developed implementation
tools, which will help banks to focus on creating
value and impact. We also actively participated
in the forums and platforms organised by GABV.
For instance, we hosted the GABV 2nd APAC
Meeting in Kuala Lumpur, where we welcomed
delegates from GABV to share knowledge and
exchange insights in our country.

As the first Islamic Bank to join GABV, we are
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committed to accelerating our efforts as a Value-Based and Socially Responsible
Intermediary. Other than focusing on the Army, we expanded our business towards
other uniformed bodies such as the Police. During the year, we established a
partnership with Yayasan Pengaman to expand our product offerings to enhance
financial well-being and security of the Royal Malaysia Police’s (“PDRM”) current
and future retirees.

We also continued to fulfil our corporate social responsibility (‘CSR”) by supporting
various community causes. We channelled RM2.5 million towards environmental,
health, cultural and religious causes, contributing to more than a thousand members
of the community.

Reputation is built through demonstrated leadership. While we strive for
excellence in everything that we do, our greater objective is to create value for
our customers by providing solutions that best meet their current and future
needs. A testimony to this commitment is our recognition by Amanah Saham
Nasional Berhad (‘ASNB”), where we won in six categories for achieving the
highest number of new accounts for ASNB products, the highest number of ASNB
transactions, MyASNB Portal and Customer Information File (“CIF”) Update Award.

We also clinched awards in recognition of our expertise and commitment to
excellence. Bank Muamalat was handed the Best Alternative Investment Asset
for Wealth and Society in Malaysia (Shariah Compliant Gold Investment) Award
for the year 2018. This award is primarily for our Gold-I product, which has a
strong position among local banks and requires only a minimum of RM10 to open
the Gold-l account.
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Future-proof strategies will allow us to progress
seamlessly. The domestic banking sector will
remain resilient, but it is expected to tighten
due to the introduction of various measures to
accommodate Malaysia’s economic growth plans.
Next year, in July 2020, the implementation of
the Net Stable Funding Ratio (“NSFR”) could
heighten competition for deposits, resulting in
higher funding cost. In response to the changes,
we have already initiated efforts to comply with
the NFSR requirement, which led us to expand
our customer base for alternative and more
affordable funding sources.

We are also mindful of the sector’s transition to
IR 4.0 and rapid advancements in the digital as
well as IT space. To meet the challenges, we
are continuously building our capacity and skills
to effectively respond to fast-changing
expectations of customers.

Overall, Bank Maumalat is well-positioned to
remain agile in the marketplace, with a focus
on improving our innovation capabilities as well
as our efficiencies to effectively respond to the
fast-changing customer and regulatory landscape.
The Bank’s strategic plan over the next 3 years
is to deliver sustainable performance with a
strategic emphasis on creating positive impact
on the economy, community and environment.

"WH| Go(d i

Contributions of Stakeholders to our business
help create value. In September 2018, our
Independent Director on the Board, Dato Azmi
Bin Abdullah, retired from his position after 9
years of service and valuable contribution to
the business. On behalf of the Board members,
I wish to thank him for his commitment, counsel
and cooperation during his tenure.

At this point, let me thank my fellow board
members on their hard work and support through
the course of the year.

I' would also like to acknowledge the leadership
of our CEO and his senior executives, who have
demonstrated their ability to improve our
performance year on year and for strengthening
our position in the marketplace.

My sincere gratitude goes out to our dedicated
workforce for their support and excellent service
to the bank and our customers. | also thank our
customers and other stakeholders who continue
to believe in us and partnering us in achieving
meaningful growth.

Last but not least, | wish to express gratitude
to our shareholders for support and belief in
the Bank, and to Bank Negara Malaysia for
guidance and understanding.

Akaun Simpanan

Kanek-knnak

R

15t Bank
Cashless Payment
Solution

800

merchants

Profit Before Tax
(PBT)

4.6%

Growth
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CHIEF EXECUTIVE OFFICER'S STATEMENT

Dear Stakeholders,

| am proud to announce that this has
been another year of profitable growth
for Bank Muamalat. Despite intense
competition, disruptive technologies
and a challenging regulatory
landscape, we have been able to
cope with evolving risks and sustain
our growth momentum. With that, for
this financial year, the Group achieved
RM241.2 million in profit before tax —
the highest in record since the Bank’s
establishment in 1999.

e o

DATO’ HAJI MOHD REDZA STRIVING FOR GROWTH
» SHAH ABDUL WAHID
Chief Executive Officer

I!Fole

For the financial year ending March 2019, the Bank’s revenue
grew from RM1,219.81 million to RM1,333.6 million, while also
achieving a profit-before-tax of RM241.2 million. The RM10.6 million
growth (4.6% y-o-y) from FY2018 was supported by RM113.8 million
of revenue, but was also offset by higher provisions (RM51.1
million) and cost of funds (RM38.7 million). Our gross non-performing
financing (NPF) decreased to 1.43%, which is the lowest-ever
recorded by the Group.

Our profitable growth was driven by higher investment and

securities income and higher fee-based income, both growing

at 33.2% and 72.9% respectively. In terms of deposit performance,

the total deposits of the Bank were valued at RM19.14 billion, in

comparison to RM20.17 billion in the previous reporting year.

Additionally, the current account saw a growth of 4.2% while the
For further information about Dato’ Haji Mohd Redza Shah Abdul Wahid overall CASA grew 6.7% to RM5.34 billion.

please go to page 116, Board of Directors’ Profile
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Our Consumer Banking segment remains our largest revenue contributor, delivering
around 65% of financing to the Group. Revenue from this segment grew by 1.9%,
which was mainly driven by higher growth financing income. Non-funded income
contributed 5.9% to the total revenue, while Ar-rahnu’s outstanding financing
increased by 16% to RM126.7 million in FY2019.

On the other hand, revenue from Business Banking rose by 3.3%, contributing
35% of financing to the Bank. The segment’s growth is largely due to an increase
in funded as well as non-funded income, which grew 24.3% (RM41 million) on the
back of a 26.5% higher trade finance income (2.9 million). The Treasury Capital
Market (“TCM”) also experienced a 31.3% revenue increase that was driven by
growth in non-funded income, therefore contributing to 24.6% of the Group’s
overall revenue.

Our profitable growth was driven by higher investment
and securities income and higher fee-based income

The Group’s appointment as an official ASNB agent last year proved fruitful, with
ASB Outstanding (RM755.2 million), ASB Financing Income (RM17.3 million), and
ADA ASB Deposits Account (RM103.0 million) significantly contributing to our
overall financial performance. Additionally, our role as an ASNB agent had garnered
two recognitions from the ASNB Starz Award Night 2018, namely the Highest No.
of New Accounts for all ASNB Products; and the Highest No. of ASNB Transactions
by an Agent.

TAPPING INTO DIGITAL

Digital and disruptive technologies continue to challenge the banking sector. Many
banks are already embracing the adoption and application of modern tools,
particularly the well-established banks that have large capital and market penetration.
The digital movement has intensified competition from non-banking entities that
can provide seamless payment options, such as e-wallets and e-remittance.
Additionally, there are also non-banks that are introducing wealth management
opportunities i.e. takaful products.

Technological change is key to delivering
sustainable growth and stay ahead of the
competition. This is why harnessing digital is
one of the main pillars of our 5-year business
plan. Driven by the Bank’s digital unit, we are
leveraging on emerging technologies that help
us innovate the market, such as fintech
partnerships, big data, mobile technologies,
advanced analytics and blockchain technology.

This year, we increased focus on the digital
delivery of our financial services and products,
thus meeting the increasing preference for online
and cashless solutions. In June 2018, we launched
a QR code through our mobile app that enables
users to seamlessly e-derma to 466 mosques
and suraus, as well as e-purchase from 398
registered merchants. We also introduced the
Hi Muamalat Chatbot app, which allows internal
staff to conveniently access information on
Standard Operating Procedures (“SOP”),
frameworks and guidelines.

As we venture deeper into digital, we face
increased cybersecurity risks. Banks are common
targets for cyberattacks due to their key role in
payments and settlements. It is crucial that we
continuously enhance our data security capabilities
to protect our stakeholders against attacks and
breaches. In FY2019, we strengthened our IT
infrastructure with security solutions that mitigate
malware and persistent threats, prevent data
leakage, and reinforce the Bank’s firewall. Our
mobile apps also include biometric recognition
for higher security and easier customer access.
Furthermore, we raised the cybersecurity
awareness for clients (internal and external) and
employees via emails, website posts, and
e-learning programmes.

027



WWW.MUAMALAT.COM.MY

028

OUR LEADERSHIP

» CHIEF EXECUTIVE OFFICER’S STATEMENT

®
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Group
Profit Before Tax

rm 241.2

million

Revenue

<
1,333.6

million
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CHAMPIONING CUSTOMER EXPERIENCE

Competition for deposits has intensified. Banking
and non-banking players are competing for low-
cost deposits to manage the cost of funding,
therefore, capturing a good portfolio of customers
has been challenging. To mitigate this, we are
continuously campaigning with customers to
understand their evolving expectations and
introduce features to meet their needs.

We aim to add the human touch in the midst of
the digitalisation era. We are focused on delivering
customers with ease of access, usage and a
seamless banking experience via enhanced apps,
internet banking solutions and operational-based
systems. For instance, customers are now able
to conduct gold transactions online via a Muamalat
Gold-i account. Likewise, existing customers can
easily open an account online through the Current
Accounts and Savings Accounts (“CASA”) online
opening account feature.

To increase our market share, we are expanding
into niche, targeted markets. We are focusing on
selective growth across different areas, particularly
by penetrating the Millennial and Y-generation
market. To do this, we are expanding our customer
reach via digital and innovative platforms.

During the year, we promoted the Investment
Account Platform (“IAP”) through digital banking
and e-marketing tools, with continuous marketing
on social media channels such as Facebook,
Google, WeChat, and Instagram. Our sales
touchpoints were also diversified, which now
includes telemarketing to promote and cross-sell
products to existing customers. During the year,
we also introduced our corporate banking and
payroll solutions to the Royal Malaysia Police,
which includes financial planning advisories and
financing facilities.

In August 2018, Bank Muamalat became the first
full-fledged Islamic bank to provide premier
banking to distinguished clients. We introduced
Muamalat Beyond Premier Banking, which
improves value proposition by delivering a
differentiated banking experience. This provides
personalised services to high net-worth clientele
through dedicated Relationship Managers.

As a value-based bank, we take pride in
preserving customer loyalty and trust by ensuring
transparency in all transactions and proactively
protect their privacy. Our front liners are trained
to address issues in a professional and ethical
manner, with responsible departments making
frequent visits to branches in an effort to better
understand how to serve our customers better.
The team’s progress is tracked and evaluated
through continuous assessment, with high
performers receiving service rewards. By
embedding a customer-centric culture, we have
improved our overall customer satisfaction rating
according to feedback obtained via customer
service touchpoint systems, surveys and calls.

GROWING THE PEOPLE

Emerging technologies and agile banking
environments create a constant shift in skills
requirements. Bank Muamalat personnel can no
longer thrive with just financial knowledge - we
need to future-proof our workforce. Our staff
needs to be reskilled and upskilled to prepare
them for the changes in the financial environment,
which involves both the shifting digital and
operational landscape.
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Bank Muamalat became the first full-fledged Islamic
-bank to provide premier banking to distinguished
clients. We introduced Muamalat Beyond Premier
Banking, which improves value proposition by
delivering a differentiated banking experience.

\,
"

To do so, we are investing in proactive training and development programmes
that develop the skills of our people. We are managing our reliance on certain
individuals by identifying and developing internal talent to meet the needs of the
Bank. The continuous training initiative is designed to promote a productive, digital
culture among our employees. Each year, employees need to enrol themselves
in @ mandatory IT online training course. This is to provide employees with updates
and awareness in the fast-changing pace of disruptive technology.

We also help our people grow to achieve their career goals. We have programmes
and policies that attract, retain and develop high-quality talent. In FY2019, we
carried out several professional development programmes to inspire future leaders.
For instance, in September 2018, 5 Management Committee (“MANCQO”) members
completed the Chartered Institute of Islamic Finance (“CIIF”) Chartered and
Fellowship masterclass. Additionally, we formalised a succession planning policy
that allows managerial level staff, such as Branch Managers (“BM”) and Assistant
Branch Managers (“ABM”), to select a promising successor for training.

=0 B3R
&

Our role as a responsible employer extends
beyond work-related investments. Under the
Bank’s corporate wellness initiatives, we help to
care the physical and mental well-being of our
people. This year, our corporate wellness
initiatives include lifestyle modification
programmes, health talks, structured fitness
programmes, and corporate sporting events.

STRENGTHENING RISK CULTURE

In FY2019, we focused on cultivating a strong
risk and compliance work culture. In August
2018, the compliance department implemented
a Compliance Week, which held many
programmes and talks to raise staff awareness.

We are currently embedding risk mitigation
measures into the development strategies of
each business/support units. To further strengthen
our compliance culture, we will enhance the
Anti-Money Laundering Act (“AMLA”) and Fraud
Monitoring System, as well as develop risk
profiling for business units to increase their ability
to cushion impact in various scenarios.
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Furthermore, we provide continuous training to designated compliance officers
to ensure a better understanding and implementation of the compliance function.
There will also be stronger oversight on compliance officers across all branches
and business units, which includes clear expectations and their accountabilities.

TRANSITIONING INTO SUSTAINABILITY

At Bank Muamalat, we recognise that long-term growth is only possible with
sustainable practices. If we do not take into account various sustainability risks
— economic, environmental and social — we put the future of our business at risk.
These are not only essential to the longevity of our business, but also to create
and deliver long-term value for our stakeholders.

Future strategies, action plans and initiatives are designed to balance profits with
social and environmental value. As a Global Alliance for Banking on Values
member, we learn from the work of fellow GABV members, who are well-established
in value-based banking. This year, we hosted the 2nd Asia Pacific Chapter meeting
for Asia Pacific GABV members. The discussion, which was held in Kuala Lumpur,
revolved around strategies to foster growth in the value-based outcomes of banks.

We are continuously involved in VBI activities by Bank Negara Malaysia (BNM),
that gives equal weight to both economic growth and ethical values. For example,
under the VBI initiative, we participated in a value-based scorecard to assess our
true value creation. We have also increased transparency by developing a
benchmark in our Risk Appetite Statement (“RAS”), which ensures the Bank’s
overall financing activities is within the appetite accordingly.

BANK MUAMALAT MALAYSIA BERHAD ANNUAL REPORT FY2019

Our 5-year strategic business plan includes
strategies to create a sustainable and responsible
working culture. Through various awareness
programmes and activities, we will transform all
staff members to fully embrace sustainability. In
addition, we are planning to create an additional
‘credit’ assessment process to evaluate our
customers’ Environmental, Social and Governance
(‘ESG”) impacts based on their business activities,
which will also be applied to our supply chain.
Our sustainability transformation will be measured
by our triple bottom line (“TBL”) targets, which
are closely monitored by the GABV.

One of the underpinning thrust in becoming a
VBI bank is premised on our involvement in
fostering the growth of local entrepreneurs,
particularly small and medium enterprises
(“SMEs”). We are dedicated to SMEs development
by offering collaboration schemes with government
agencies, such as Majlis Amanah Rakyat (“MARA”),
Credit Guarantee Corporation (“CGC”), SME
Corporation and more. Aligned with the
government’s aim to create successful local
entrepreneurs, we offer a combination of
products, services and initiatives that suit their
development needs.

Our sustainability journey also involves leveraging
digital opportunities. We are continuously
enhancing the data system in profiling,
demographic and behavioural information to
include value-based criteria. Similarly, we are
embracing financial inclusion by delivering digital
services to untapped and underserved local
communities. To minimise environmental impact,
we promote a paperless work environment
through customised solutions, such as online
account opening and an option to upload
documents directly into portals cutting down
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physical paper submissions. This reporting year,
our value-based efforts were rewarded with the
Best Alternative Investment Asset for Wealth
and Society in Malaysia (Shariah Compliant Gold
Investment) Award by The Wealth and Society
International Advisory Council.

Next year, we will continue to focus on our
mission statement — To Ethically Deliver Best
Value to the Stakeholders, Society and Environment.
We will only make decisions based on strong
ethical values to further inculcate and instil a
culture based on VBI, both internally and externally.
We will focus on the returns of the real economy
and will continue to dedicate efforts to support
positive social and environmental impact.

LOOKING AHEAD

Overall, uncertain global economic conditions
and worsening US-China trade tensions could
lead to further rate cuts, which might force banks
to make conservative assumptions on loan/
financing growth, net interest/profit margin (“NIM”)
and credit costs. The challenging operating
environment is expected to continue into the
following year, with larger corporates paring
down on borrowing and financing, therefore
resulting in increased pressure to meet financing
growth targets.

Sustaining the NIM is also expected to be
challenging in a slow financing growth environment
could push banks to engage in price-based
competition. We are expecting a further rise in
impaired financing, with cautions placed on the
property, manufacturing and wholesale-retail
sectors. However, the capital positions of most
banks are expected to remain strong, with capital
buffers to remain above regulatory requirements.

ACKNOWLEDGEMENTS

I would like to express my gratitude to the
people empowering the business — the senior
management team and all our employees. Their
commitment drives our mission. Dedicated teams
coming together with skills, experience, and
passion — this is how we create values for those
we serve. | look forward to our many years
together, working to create positive impact,
enhance our risk culture, instil ethical principles,
cultivate skills and embrace challenges in meeting
customers’ needs.

Additionally, thank you to our Chairman and
Board Members, for their leadership, guidance
and trust. It has been a great year working
alongside each of you. Finally, | extend my
deepest gratitude to our shareholders for their
confidence in the Group; and to our customers
for their continued trust and loyalty in our service.

Our value-based efforts were rewarded with the Best
Alternative Investment Asset for Wealth and Society in Malaysia
(Shariah Compliant Gold Investment) Award by The Wealth and

Society International Advisory Council

CASA Grew

off] 8-7%
rm D.34

billion
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CHAIRMAN OF SHARIAH COMMITTEE'S

STATEMENT

In the Name of Allah, the Most Gracious,
the Most Merciful. Assalamualaikum
Warahmatullahi Wabarakatuh

Alhamdulillah, all praise to Allah SWT, the
salutations and greetings to our Prophet
Muhammad SAW and his entire family,
companions, tabi'in and tabi’i al-tabi’in.

By way of this Annual Report FY2019, we can share our activities
and the transparency of Bank Muamalat Malaysia Berhad in line
with keeping up the Islamic da’'wah via promoting an Islamic
banking system.

Bank Muamalat is a full-fledged Islamic Financial Institution
operating under the Islamic Financial Services Act 2013 (“IFSA”),
offering Shariah-based financial services and products. As a
commercial bank that offers Shariah-based products and services,
Bank Muamalat provides a wide range of deposits, financing and
various banking products and services to cater to the demands
of the Malaysian market, irrespective of race or religion.
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The fact that Shariah compliance is the core and essence of Islamic banking; the
Bank has to ensure that its banking and commercial activities are in line with
Shariah principles and guidelines. One of the main challenges faced by the Bank
is the review of the Bank’s current product offerings to assure compliance to the
Policy Documents for Shariah contracts issued by BNM throughout the year. With
the assistance of Shariah Governance Framework (‘SGF”) organs within Bank
Muamalat, we believe that we have played our role to oversee Shariah matters
related to Bank Muamalat’s business operations and activities. While we move
forward, we have in tandem, to also abide to the new Shariah Governance
guidelines which will be issued by BNM soon.

Allah SW.T said, meaning:
““The only statement of the [true] believers when
they are called to Allah and His Messenger to
Jjudge between them is that they say, “We hear
and we obey.” And those are the successful 22

[Surah An-Nur: 51]

As the Shariah Committee of Bank Muamalat, we have given our utmost dedication
to assure the quality of our services and demonstrated our commitment to ensure
Shariah compliance in the products, process, documentations, marketing, IT systems
and other related matters. Moreover, since BNM has adopted the value-based
intermediation principle to be applied, we have constantly and consistently advised
the Bank according to the important legal principle of maqasid Syariah where
the Bank will serve better, the ummah globally.

As mentioned in the Quran:

“And We have not sent you, [O Muhammad],
except as a mercy to the world.”
[Surah al-Anbiya’: 107]

During the FY2019, the Shariah Committee endorsed new products and services
offered by Bank Muamalat, among others; a new collaboration with Permodalan
Nasional Berhad (PNB) which saw the Bank appointed as PNB’s agent, to encourage
people with affordable investment to invest in Muamalat Gold-i Account product
and ASB Term Financing, to introduce a number of social and wealth management
services to customers such as estate planning, takaful, home Quran and muslims’
jenazah management. The wealth management services were also extended to
serve the affluent customers with ‘Muamalat Beyond'.

In the context of economic development, Islam
presents integrated and proactive approaches
for developing and promoting wakaf institutions
particularly in collaboration with financial institutions
as a new initiative. Being an ethical bank, Bank
Muamalat, after a long journey of cooperation
with Perbadanan Wakaf Selangor (“PWS”) in
collecting and managing Wakaf Selangor Muamalat
(*WSM”), is now collaborating with Perbadanan
Wakaf Negeri Sembilan (“PWNS”) and Majlis
Agama Islam Kelantan (“MAIK”) for the same
means and objective under the name Wakaf
Negeri Sembilan Muamalat (“WNSM”) and Wakaf
MAIK Muamalat (“WMM?”). Going forward, Bank
Muamalat will also initiate new collaborations with
other states for their respective wakaf development.

We would like to extend our warmest
congratulations to the Board of Directors and
the Management for their genuine concern and
unyielding passion in ensuring not only the
productivity and profitability of Bank Muamalat,
but also in assuring the dictates and requirements
of Shariah are properly observed and adhered
to. We are also very thankful to the staff for
their cooperation in providing us adequate
information in ensuring our deliberations on each
and every issue would be accordingly resolved.

In-sha-Allah, with an excellent banking system,
we are able to channel da’'wah and call out and
attract the people into using Islamic banking and
moving towards the implementation of an entire
Islamic system. Both excellent attitude and services
to customers will make Bank Muamalat a leader
in quality Islamic banking without undermining
the never-ending quest for the ultimate goal of
gaining Allah’s blessing and pleasure.

Thank you

Regards
Chairman
Shariah Committee
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INDUSTRY AND MARKET OVERVIEW

MACROECONOMIC
review & OUTLOOK

GLOBAL

GLOBAL GDP IN 2018
2018 Review
Global economic growth softened to 3.6% in 2018, mainly attributed to slowdown Global economic GDP of Major
in growths throughout the major advanced economies, emerging markets and growth in 2019E é:%‘:\znni?ei
developing economies. The reignited trade war between the world’s two major growth in 2019E

economic powers, the US and China that had elevated since July 2018 contributed

to the slowing global growth. Other contributing factors were the weakened 3 20/ 1 90/
° (o) ° (o]

position of the German auto manufacturers due to new fuel emission standards,

soft domestic demand in ltaly after sovereign and financial risks, as well as
weakening sentiment in the global financial markets.

4.0
In 1Q2019, momentum in global activity remained soft against a difficult backdrop
that included intensified US-China trade and technology tensions as well as
prolonged uncertainty on Brexit. However, there were positive surprises to growth 35
in advanced economies, although activities in the emerging market and developing
economies remained weak. Growth was better than expected in the US and
Japan at 3.1% and 0.9%, respectively, and one-off factors that had hurt growth in
the Eurozone area in 2018 (notably, adjustments to new auto emissions standards)
appeared to fade as anticipated.

3.0

Among emerging market and developing economies, 1Q2019 gross domestic 25
product (“GDP”) in China was stronger than forecast (actual 6.4% y-o-y vs. forecast

of 6.3%) but indicators for 2Q2019 suggest weakening activity. On the other hand,

activity in emerging Asia, as well as in Latin America has disappointed. Despite

the upside surprises in headline GDP for some countries, data still signify subdued

global final demand, notably in fixed investment.

2.0

Trade volume growth declined to around 0.5% y-o-y in 1Q2019 after dropping 1.5
below 2% in 4Q2018, with slowdown particularly notable in emerging Asia. Global
trade values also dropped -2.4% y-o-y. Weak trade prospects, which reflected
trade tensions, created headwinds for investment, e.g. business sentiment and
surveys of purchasing managers indicate weak outlook for manufacturing and
trade, with pessimistic views on new orders. Favourably, the sentiment for the
services sector has been relatively resilient, supporting employment growth, which
in turn has helped shore up consumer confidence. 0.5

1.0

0.0

2017 2018 2019 20172018 2019

World Major Advanced
Output Economies
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|
GDP of Emerging GDP of ASEAN-5
Develo“;;';et;g:omies growth in 2019E GLOBAL REAL GDP (%, change) | 2017 | 2018 | 2019E
growth in 2019E World Output 38 36 32
4 10/ (o) Major Advanced Economies 24 2.2 1.9
o1 /0 500 /0 uUs 22 29 26
Eurozone 2.4 1.9 1.3
Germany 2.2 1.4 0.7
France 23 1.7 1.3
ltaly 17 0.9 0.1
Spain 3.0 2.6 2.3
Japan 1.9 0.8 0.9
UK 1.8 1.4 13
Canada 3.0 1.9 1.5
Emerging Market and Developing 4.8 4.5 4.1
Economies
Brazil 1.1 11 0.8
Russia 1.6 2.3 1.2
India 7.2 6.8 7.0
China 6.8 6.6 6.2
Singapore 3.6 35 2.3
ASEAN-5 5.3 5.2 5.0
Indonesia 5.1 5.2 52
Thailand 39 4.5 35
Malaysia 59 47 47
Philippines 6.7 6.4 6.5
Vietnam 6.8 6.9 6.5
Source: Overview of World Economic Outlook Projections by IMF
2017 2018 2019 2019
Emerging Market ASEAN-5
and Developing
Economies
By 037
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» INDUSTRY AND MARKET OVERVIEW

OUTLOOK FOR 2019

Global growth is forecast at 3.2% in 2019,
increasing to 3.5% in 2020, against the backdrop
of subdued global growth. With the ongoing
trade war between the US and China not nearing
any conclusive deal in the near term, global
technology supply chains threatened by the
prospect of US sanctions, Brexit-related uncertainty
continuing and rising geopolitical tensions roiling
energy prices, the global economic uncertainties
are expected to sustain in 2019.

Global economic outlook continues to be affected
by escalating trade tensions and heightened
uncertainty, with widespread trade protectionism
expected to have prolonged adverse impact on
the global economy. The slowdown in global
trade coincides with a downturn in the global
semiconductor and ICT industry, with forecast
of declining global sales in the near term.

Mitigating factors could come in the way of
global central banks” willingness to provide policy
support, e.g. the US Federal Reserve citing
uncertainties condition that have increased the
case for a policy rate cut, while issuing dovish
forward guidance, and the European Central
Bank planning to ease policy if inflation fails to
accelerate. Nevertheless, some analysts opine
that the impending slowdown in global trade
cycle is unlikely to be fully mitigated by mere
easing of monetary policies. As such, the outlook
for global trade activity continues to be mired
with uncertainty and the threat of increased
trade tariffs by both the US and China.

MALAYSIA
2018 Review

Malaysia’s GDP growth was back on downtrend mode, easing to 4.5% y-o-y in
1Q2019, after accelerating to 4.7% in 4Q2018 (and full year 2018). The moderated
growth was resulted from slowdown in both domestic and external demands. On
aggregate, the growth performance of domestic demand slowed to 4.4% in 1Q2019
from 5.7% in 4Q2018, reflecting pessimism among businesses amidst uncertainties
caused by the ongoing US-China trade war. Decline in production is projected due
to depressed new orders, particularly from the external side.

Nevertheless, private consumption registered commendable growth of 7.6% (4Q2018:
8.4%), above the long-term average of 7.0%, despite moderating slightly, partly
attributed to the normalisation of spending following the reinstatement of the Sales
and Services Tax (SST) in September 2018 after a three-month tax holiday period
from abolishment of the Goods and Services Tax (GST) in June 2018. On the other
hand, sluggish momentum in public sector investment at -13.2% has brought down
the overall gross fixed capital formation (GFCF), which mirrored the prudent stance
taken by the government.

Malaysia’s exports slowed to 0.1% in 1Q2019, mainly due to the current cyclical
slowdown in the technology sector and hampered demand in major export markets,
including China, the US and the EU. Meanwhile, imports decreased at a faster rate
(-1.4%) compared to exports.

Growth of the agriculture sector jumped to 5.6% (4Q2018: -0.1%), i.e. its first expansion
after three consecutive quarters, supported by recovery in the palm oil and rubber
outputs. On the other hand, the mining sector maintained its negative growths,
attributed to unfavourable crude oil and natural gas productions due to unscheduled
facilities shutdown. Growth of the manufacturing sector also eased to 4.2% (4Q2018:
5.0%), as the export-oriented electrical and electronics (E&E) sub-sector moderated
from tepid external demand. The construction sector also expanded at a much
slower pace of 0.3% (4Q2018: 2.6%), mainly due to decline in non-residential segment
and moderation in civil engineering sub-sectors. The services sector's growth dropped
to 6.4% from 6.8% in 4Q2018, dragged by slower wholesale and retail trade.
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Malaysia GDP by Demand and Sectors
(%, change) 2017 2018 1Q2019

Real GDP 5.9 4.7 4.5

By Demand:

Domestic Demand 6.5 57 4.4
Private Consumption Expenditure 7.0 8.0 7.6
Government Consumption Expenditure 5.4 33 6.3
Gross Fixed Capital Formation 6.2 1.4 (3.5)

External Demand:

Exports of Goods and Services 18.9 2.2 0.1
Imports of Goods and Services 19.9 1.3 (1.4)

By Sectors:

Agriculture, Forestry & Fishing 7.2 0.1 5.6

Mining & Quarrying 1.0 (2.6) (2.

Manufacturing 6.0 5.0 4.2

Construction 6.7 4.2 0.3

Services 6.2 6.8 6.4

Source: Dept. of Statistics Malaysia

OUTLOOK FOR 2019

BNM forecasts Malaysia’s full year GDP to grow 4.3%-4.8% in 2019, against the backdrop of a
challenging global environment. The external sector is expected to register a more moderate
expansion in tandem with the moderation in global growth. Private sector activity will remain as
the anchor of growth amid continued rationalisation in the public sector, while inflation is projected
to be broadly stable compared to 2018.

All major sectors are expected to expand in 2019, albeit at a softer pace for the services,
manufacturing and construction sectors. The services and manufacturing sectors are predicted to
moderate against global trade slowdown. Similarly, the construction sector is expected to trend
downwards following subdued residential and non-residential sub-sectors amid the oversupply of
residential and commercial properties. On the other hand, the commodity-related sectors are
projected to chart positive growths, mainly driven by recovery in natural gas production and higher
palm oil output as palm oil yield improves and mature oil palm areas expand.

The ongoing economic slowdown in major economies, including in China and Eurozone could
result in lower trade performance for Malaysia, with exports forecasted to grow at a slower pace
of 3.4% (2018: 6.8%), while imports are projected to expand by 4.5% (2018: 4.9%). With the economy
undergoing a phase of heightened headwinds, coupled with benign inflationary pressures, BNM
is highly expected to retain its accommodative monetary policy stance.

_gm'i
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» INDUSTRY AND MARKET OVERVIEW

BANKING SECTOR
review & OUTLOOK

2018 REVIEW

Malaysia’s banking system loan/financing growth continued to decelerate in 1Q2019, down to 4.9%
y-0-y at end-March 2019 from 5.6% y-o-y at end-December 2018. The slowdown was mainly
contributed by the business segment, with weaker growth of 4.1% y-o-y at end-March 2019 vs.
5.4% at end-December 2018. Momentum for household segment also eased to 5.3% at end-March
2019 from 5.6% y-o-y at end-December 2018.

Overall business segment growth was affected by slowdown in the following sub-segments: (i)
utility (+3.3% at end-March 2019 vs. +12.1% at end-December 2018); (i) construction (+8% vs. +13.8%);
(iii) real estate (-2.3% vs. +1.5%); and (iv) finance (+5.7% vs. +8.1%). On a positive note, there was /
improved momentum for two major business sub-segments: (i) manufacturing (+9.8% vs. +8.5%); | I@

and general commerce (+8.2% vs. +7.4%). Meanwhile, moderated growth for household segment Business segment loan/
was resulted from weaker performance of: (i) residential mortgages (+7.1% vs. +7.6%); (i) auto (-0.6% financing growth at end
vs. -0.2%); and (iii) personal (+6.5% vs. 7.8%), with credit card being the only sub-segment that March 2019

recorded growth (+2.5% vs. +2.1%). o
4.1%

Liquidity in the banking system continued to improve as excess liquidity improved to 11.3% to

RM213 billion. System deposits followed the moderating theme of loans/financings, slowing to 5.8% y-0-y

y-0-y, with moderation coming from the drop in state governments’ deposits’ of -8% y-o-y.

Nevertheless, loan/financing-to-fund (“LTF”) ratio and loan/financing-to-deposit ratio (“LDR”) were ’::'Jﬁ
relatively stable at 82% and 89%, respectively. UUUQ

In terms of asset quality, the banking sector’s gross impaired loan/financing (“GIL/F”) only increased Household segment loan/
0.4% in 1Q2019 to RM24.6 billion at end-March 2019. This was largely in line with 0.5% g-o-g loan/ financing growth at end
financing growth in 1Q2019. Thus the industry’s GIL/F ratio stayed at an all-time low of 1.46% at March 2019
end-March 2019 (on par with end-December 2018 level). The system’s net impaired loan/financing 5 30/

ratio was also sustained at an all-time low of 0.92% at end-March 2019. ) o

y-0-y

040 BANK MUAMALAT MALAYSIA BERHAD ANNUAL REPORT FY2019




Liquidity at end
March 2019

RM213

billion (+11.3%)

- _CI_I
v,
u/l] U\Q

Gross impaired loan/
financing ratio at end
March 2019

1.46%

OUTLOOK FOR 2019

Analysts are generally maintaining the 2019
loans/financings growth projection of 5.0%, to
be supported by business and household
segments growth of 5.2% and 4.8%, respectively.
The business segment accelerated in 2018 but
business activities have since remained in
cautious mode and shown signs of easing.
Modest sentiment going forward is also foreseen
for the household segment, underpinned by
anticipation of cautious spending following a
bleak economic outlook.

Banks need to face challenges and risks arising
from the broadening impact from the renewed
US-China trade war, which is having adverse
impact on business sentiment. Most banks have
lowered NIM expectations, given the overnight
policy rate (“OPR”) cut in May 2019. However,
pre-emptive measures in anticipation of the rate
cut, such as shedding longer-tenure fixed
deposits, upward revision of lending/financing
rates by some banks and stepping up collection
efforts could result in mild margin compression.

Overall, it is expected that banks’ revenue growth
to continue to be suppressed in the coming
quarters, mainly due to margin erosion, caused
by the abovementioned cut in OPR and deposit
competition, as well as potential negative impact
from the US-China trade war which could dampen
business activities and lead to lower income for
banks. As such, lower net profit growth of 3.0%
is projected for 2019 (vs. 8.9% in 2018), with
other potential causes to include increase in
banks’ overheads (+8.7% vs. +0.8% in 2018) and
surge in loan/financing loss provisioning (+45.7%
vs. -27.2% in 2018).

o

E
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BUSINESS MODEL

ouUr STRATEGY

Bank Muamalat is a two-house bank that serves both retail and wholesale
segment. As an Islamic bank, we are driven to achieve our mission by
conducting our business in a socially responsible and ethical manner, in
line with Magasid Shariah goals. In transforming Bank Muamalat into a
premier Islamic financial institution, our strategy is geared towards achieving
these two objectives:

our
CAPITAL INPUTS

. FINANCIAL
{N} - Shareholders’ equity: RM2.30 billion

OuUr STRATEGIC FOCUS AREAS

o Strengthening our base by complying with all regulatory requirements
" especially on capital and liquidity as well as improving our asset
quality

INTELLECTUAL

«  Strategic partnership with local Islamic
state councils in managing waqf
called Waqgf Muamalat

« 3rd full-fledged Islamic bank

+  Continuous effort in growing ESG-
compliant products and services

e Delivering products and financial solutions that cut across retail and
" wholesale segment as well as penetrating new untapped markets by
harnessing digital technologies

e Expanding products and diversifying customer base in order to be
" the preferred provider of investment solutions

Creating values through these activities:

® Provide deposits and investment products
MANUFACTURING
- 64 branches
« 64 Ar-Rahnu outlets
® . 166 ATMs
0 - 83 CDMs
. Strong and capable core IT systems
- i-muamalat mobile apps and
i-muamalat internet banking for
easy access
. Ez-Zakat that makes zakat payment

® Extend our financing facilities to ensure financial inclusion and
responsible financing through our practices

® Provide necessary advice based services to ensure ideal financial
solutions for the customers

® Grow, manage and protect wealth through value added takaful, asset
and wealth management solutions

easier through Muamalat counter

Bank Muamalat
is committed to

HUMAN
w'\f? .« 1,869 employees
I . Client and service centred values

042

W

Strong governance and compliance

culture

SOCIAL & RELATIONSHIP

More than 600,000 customers
A member of Global Alliance for
Banking on Values (GABV)

BANK MUAMALAT MALAYSIA BERHAD ANNUAL REPORT FY2019

the highest
standards of

Governance

Integrity

Our diverse and
knowledgeable
Board of Directors
ensures best
practices are
addpted while
providing oversight
to the Management
Committee in
creating long-term
shareholder and
stakeholder value

We ensure
established and
comprehensive

internal and external
‘risk management
proce'sses, policies
and frameworks are
in place to
continuously deliver
" and sustain the
Bank’s value
propositions




STRENGTHENING THE MEETING THE
BANK’S BASE STAKEHOLDERS’ NEEDS
to ensure our continuous by transforming the Bank
long term resiliency in through digitalisation to
* withstanding internal and ethically deliver best value to
external disruption the stakeholders, the society
and the environment

o Delivering the exceptional customer services to maximise customer
ST experience at all times

e Identifying ideal approaches to sustainability, innovation and leadership
S5 in order to be recognised as a socially responsible bank

e Becoming the banker of choice for the local communities that
S we serve
® Facilitate transactions and payments

® Maintain, optimise and invest in technology, marketing as well as
infrastructure to ensure business sustainability

® Generate returns on our strategic investment portfolios

@ Attract, develop and retain our people as well as invest in them to

our
 STAKEHOLDERS

CUSTOMERS
«  RM15.5 billion of gross
financing
[@ +  RM613 million of income
N attributable to depositors
. Continuous improvement in
mobile épps, Retail Internet
Banking (“RIB”) and Corporate
Internet Banking (“CIB”)

SHAREHOLDERS
«  10.37% return on equity
«  1.03% return on asset

. 18.61% total capital ratio

REGULATORS

«  Compliance with all
regulatory requirements

+ Relentless commitment in
driving value based initiatives

+ Smooth implementation of

ensure optimal capabilities IFRS 9
|
COMMUNITY
+  RM14 million was disbursed
for waqf projects
s it « Around 46% of our financing
Our shared values Our employees are facilities is recognised to give
of Care, Respect, essential assets, and direct impact to the
Integrity, Innovative we seek to create a environment and society
and Service-oriented work environment
‘have become our Shat IS INSPINiNG, . s
trademark in serving héalthy and
our stakeholders welcoming to allow
our employees to EMPLOYEES
develop «  RM215 million in salaries and
professionally and benefits
empower them to +  51% female representation
work effectively in « 6% non-bumiputra staff

line with our mission
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OUR LEADERSHIP

OUR STRATEGY

DELIVERING ON CURRENT STRATEGY

5 year STRATEGIC BUSINESS PLAN

To ensure we are moving towards achieving our vision in becoming the preferred Islamic Financial service provider, our business
plan is divided into 2 phases, namely:

» Structural Adjustment Phase

2017-2018

» New Vision Phase
2017-2021 —O

The Structural Adjustment Phase places the Bank on a stronger i) Harnessing digital technology
footing to pursue our Business Plan as the key objective of this i) Becoming the preferred investment solutions provider
phase is primarily to comply fully with all regulatory requirements. i)  Positioning Bank Muamalat as the banker of choice for local

communities

In achieving our objective of strengthening the Bank’s base as iv) Being recognised as a socially responsible bank; and
well as in meeting the stakeholders’ needs, our New Vision v) Delivering customer service excellence at all touchpoints

Phase is geared towards these five main pillars namely:

STRUCTURE

ADJUSTMENT PHASE

Key Objective

o

o

To fully comply with
regulatory requirements,
via asset tapering with
focus on retail deposits
growth while improving
asset quality

Expansion of fee based
income to supplement
profitability

Sold RM500 million house
financing portfolio with
recourse

Improve asset quality to
1.43% in FY2019 from
1.92% in FY2018

200kg gold sold with a
corresponding income of
RM1.6 million for FY2019

044

Harnessing digital
technologies

NEW VISION PHASE

Key Objective

To use digitalisation to target
tech-savvy customers from all
income brackets

To engage customers at all
touchpoints

To develop a platform that is
convenient to conduct
e-transactions

To provide customers with new

interactive and efficient digital
version in conducting banking
activities

Achievement

«  Mobile apps launched in FY2018;

» In Mar-18, 24,000 customers
registered; in FY2019, more than
32,000 new customers registered

» New features - include biometric
authentication, E-derma & E-Purchase
capabilities, financial calculator
(without log-in)

« Launched QR Code that enables

e-derma through selective mosques
with Masjid Jamek being the pilot
mosque to accept QR code

i+ Enhanced RIB and CIB

» Purchase/sale of gold online via
Gold-i account

« Launched Hi-Muamalat Chatbot in

May-18 to facilitate staff for ease of
reference to Standard Operating
Procedures, Guidelines etc
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Becoming the
preferred investment
solutions provider

Key Objective

To grow our fee based income and penetrating newer markets
with new products and solutions

To become the preferred provider of Islamic investment
solutions to the Bank’s client base

Achievement

Landed 2 IAP deals for the financial year with a
cumulative value of RM40 million

Launched online gold purchase and sell via Gold-I account
Launched Muamalat Beyond Premier Banking, 1st Islamic
affluent banking facility in Ampang, Kuala Lumpur
MISB’s expansion into retail space as it has secured
the Capital Market Services License that enables MISB
to manufacture, sell and manage retail unit trust funds

Positioning Bank
Muamalat as the
banker of choice for
local communities

To become the banker of choice for each localised community
that we serve

To expand into more communities through product and
services diversification in meeting customers of consumers,
businesses, wealth and affluent banking needs

To cater to all localised communities within the segment of
consumers, business, wealth and affluent banking

Bank Muamalat appointed as an agent of Amanah Saham
Nasional Berhad (ASNB) in FY2018 — new ASB financing
disbursed amounting RM775.2 million for FY2019
Ar-rahnu services has been successfully implemented
at all branches

Participating financier for imSME, a CGC portal to assist
SMEs applying for facilities online

Expansion in new exporter-based customers

S

Being recognised
as a socially
responsible bank

To achieve Magasid Shariah goals through socially responsible
and ethical end-to-end business

Product features — all product features to be embedded with
social based elements

Financial inclusion — banking services is offered to a broad
segment of society

Corporate Social responsibility — to ensure the Bank gives
back to society through CSR initiatives

Wadgf initiatives — to promote waqf as economic distribution
tool for the society

Staggered working hours introduced to ease movement

of staff

» launching of hybrid car financing

» ASB financing for the Army personnels

» Financing literacy awareness for Army personnels

Continuous sports house activities to encourage active

lifestyle among staff.

The Bank is now a member for the VBI initiative under

BNM

Under CSR

» Muamalat Merdeka Coral Conservation Dive in
Terengganu

Under Wagf

» 28% increase in Waqgf fund collection for FY2019

» Close to 5,000 patients were treated via Wakaf Mobile
Clinics, a synergy between Wakaf Muamalat, selective
medical institutions and the Malaysian Royal Army

Winning at
customer services
excellence

To gain customers’ satisfaction at every touchpoint hence
earning their loyalty and positive advocacy through lean
processes, coordinated marketing, digitalisation, and employee
rewards as well as recognition for exemplary performance

Key areas:

» Customer satisfaction achieved at all customer touchpoints
» To improve turnaround time

» To improve marketing efficiency and branding

» Digitalisation

» To promote high performance culture

ISO Re-certification for Complaint Management
Commencement of Counter Service ISO certification
CRM deployed to all branches

Appointment of Guest Experience Officers (“GEO”) at
all critical branches

i 045
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PRINCIPAL RISKS AND UNCERTAINTIES

Risk is intrinsic to all businesses and can lead

to various types of losses. At Bank Muamalat, how we DEFINE THEM .
we identify and manage our risks in a holistic I ﬁ
manner to ensure business continuity and 5 -
sustainability to continuously create value for

our shareholders and all other stakeholders. g I CREDIT RISK

\ The Bank’s risk of financial loss from the failure of a client or
counterparty to meet their obligations as they fall due

Here, we outline the principal risks within our
operating environment and define the ways in
which they could affect Bank Muamalat as well : :
as key developments of those risks for FY2019. 0P T S e AR S AR S oty Sl PSR S T SRR e e i I YRR B T

cos MARKET RISK
:-Uss Risk of losses in the Bank’s on and off-balance sheet, earnings and
II capital position as a result of market movements in rates, foreign
exchange, equity and commodity prices

RATE OF RETURN RISK
& The risk which may impact our trading and banking book portfolios due
? to the variability of values assets and liabilities as a result of volatile
market benchmark rates

LIQUIDITY RISK
Risk of the Bank’s inability to fund financial obligations on time, arising
from unexpected increases in asset or demand for funds from depositors

OPERATIONAL RISK

Risk of loss due to inadequate or failed internal processes, people and
systems or from external events which includes legal risk and shariah
non-compliance risk but excludes strategic and reputational risk. This
encompasses a wide spectrum of risk such as fraud, physical damage,
business disruptions, transaction failures, legals breaches, regulatory
breaches (fiduciary breaches and shariah non-compliance), and employee
healthy and safety hazards.

Y 0

SHARIAH NON-COMPLIANCE RISK

Risk of failure to comply with Shariah rules and principles as outlined by
the Shariah Committee (SC) of Bank Muamalat and other relevant Shariah
regulatory committees

¥  STRATEGIC RISK
Risk of unpredicted adverse impact on the Bank’s performance
fundamental strategic and business decisions and their execution

performance affecting fundamental

REPUTATIONAL RISK

Risk of adverse impact on the Bank’s profitability, operations or
shareholder value arising from negative perception of the Bank due to
our conduct or business practices

N

I
i

=
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SUSTAINABILITY STATEMENT GOVERNANCE

how we RESPONDED o them in FY2019

« Enhanced and tightened credit underwriting standards

- Tightened credit mitigation and controls

- Diversification into new market segments for consumer financing

« Enhanced risk reporting and analysis capabilities

«. Enhanced end-to-end credit control and processing

- Guided business activities to be within established risk parameters
and limits \

- Streamlined and enhanced credit risk policies with regard to the

implementation of MFRS9

Integrated triple bottom line criteria into our credit and risk
evaluation processes especially for corporate customers
Strengthened risk acceptance criteria to reflect and account for
current and emerging macroeconomic conditions

« Enhanced limit monitoring tools through system upgrades

- Optimized liquidity and EVE requirement through funding
and liquid assets strategies

- Ongoing management of Net Stable Funding Ratio (NSFR) as per
requirement under Basel llI

- Diversified funding so as to reduce over-reliance on certain market
segments

« Enhanced Key Risk Indicators (“KRI”) at the departmental and
operating level for tracking risk exposures over time and to provide
early warning signals

« On-going review and validation between Risk & Control Self-
Assessment (“RCSA”), KRI and Incident Management Data Collection
(“IMDC”) in managing operational risk Bank-wide

« Enhanced preventive and detective controls at first line of defence
in managing operational risk by embedding sound operational risk
management practices in the Standard Operating Procedures (SOP)

On-going revision of market risk limit and trading book policy
statement

Continuous monitoring via pre-crisis management framework with
a built-in and structured crisis response mechanism
Enhanced liquidity monitoring tools

On-going risk assessment for new and enhanced products and
services including material changes in business processes so as
to facilitate decision making processes \ "

On-going review over business continuity plans and outsourcing
mitigation strategies for bank-wide so as to ensure the risk
exposures are within the Bank’s acceptable level.

« Continuous monitoring of Shariah non-compliance risks in business
activities, products and services

« Introduced pre-approval checklist to serve as a guide in managing
risk at the point of origin

Increased synergy with all other Shariah risk organs to effectively
manage Shariah non-compliance risk.

« Ongoing review, enhancement and monitoring of the Business Plan
implementation to ensure business decisions are in line with it

- Diversification of product and customer base and management
of funding structure

« Real time monitoring of social media for timely identification and
escalation of potential risks
« Building goodwill
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CONSUMER BANKING

CONSUMER BANKING IN FY2019

A review over the past few years showed that
the consumer banking industry had been mainly
influenced by the tightening measures introduced
by Bank Negara Malaysia to manage the high
level of household indebtedness. The consumer

banking environment in 2018 continued to remain

Izl challenging, especially for some businesses and

ouseholds which led to rising househo ebt

oo h holds which led ising h hold deb

Oooog and growing debt consolidation by customers

= aogng to reduce commitment. The strong competition
ooond among financial institutions resulted in the

O0oo () ellle) compression of net interest margin. Consumer

|:| |:| mass affluent, affluent and small business
T;:II customers. Consumer banking offers products
H | and financial solutions which include auto finance,
mortgages, personal financing, micro financing,
priority banking services, wealth management,
Ar-Rahnu, remittance services and deposits.

Z N\ =
TOTAL REVENUE

(IN RM MILLION)

|:| |:| banking in FY2019 continued to focus on building

DDDDDEEDE@
ooooooooooooooooooooooon

+ve 11.38%

2015 2016 2017 2018 2019

Consumer Banking’s revenue rose by 11.3% or
RM66.6 million to RM657.8 million driven by the
improvement of gross financing asset coupled
with the stronger capital base.
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SUSTAINABILITY STATEMENT GOVERNANCE

Financing income expanded 3.1% year-over-year (“‘yoy”) to RM618.7 million in FY2019, aided by
both financing growth and an improvement in NIM to 3.65% as compared to 3.61% in FY2018. The
improvement in NIM reflected continued prudent financing pricing and funding cost management
with cost-income ratio showing a slight decrease from 42.5% in FY2018 to 42.3% in FY2019.

Meanwhile, overall Non Funded Income for FY2019 decreased by RM6.3 million or 13.8% mainly
due to low fee income from Wealth Management and Ar-Rahnu business which always delivered
top margins. Core business performance indicators remained positive, with gross financings growing
by 6.1% yoy to RM10.0 billion for FY2019 alongside continued stringent credit initiation controls.
ASB Financing contributed to the higher financing growth of RM771.4 million, while other consumer

financings were on negative growth.

FINANCING INCOME
(IN RM MILLION)

2019

2018

2015

2016 2017

NON-FUNDED INCOME
(IN RM MILLION)

2015 2016 2017 2018

2019

CONSUMER FINANCING

Gross financing balance rose 6.1% or RM0.57
million to RM10.0 billion, compared to RM9.43
billion in FY2018. The growth was attributed by
ASB Financing as a new segment for FY2019.
Other financing products i.e. residential properties,
personal financing as well as auto financing
recorded negative growth in FY2019.

Despite the challenges in the market, our
Consumer Banking team performed admirably
in the face of the demands of a difficult
environment by putting in place mitigating
strategies and continuing to take all necessary
measures to ensure our long-term sustainability.
This was done through implementing prudent
asset management, cost reduction management

and best banking practices. To reduce the impact
of the challenging economic and market situation,
we put in place various strategies to broaden
our market segment and focus on product and
service diversification to meet increased and
changing customer needs and wants.

With total assets of RM10.0 billion, Consumer
Banking remained the biggest contributor to the
Bank both in asset and as well as income
portfolio. Mortgage financing continued to
contribute the biggest portion of Consumer
Banking financing asset with 50% which was a
decrease of 4% share from the previous year
followed by Personal Financing with a decrease
of 34% share.
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» CONSUMER BANKING

|
TOTAL FINANCING ASSET (IN RM BILLION)
Mortgage
@ Personal
©® ASB
@ Auto
@ Ar Rahnu
Others
2015 2016 2017 2018 2019
MORTGAGE FINANCING —

Our Home Financing segment recorded a negative growth in FY2019, recording MORTGAGE FINANCING

a 6% decrease to RM4.97 billion compared to RM5.31 billion the previous year ~ (IN'RM BILLION)

coupled with a slower property market in 2018 due to macro-prudential measures ...
implemented by the government and Bank Negara Malaysia to inculcate responsible
lending in the financial sector and curb speculative activities in the property
market. This was in addition to moderation in prices of residential properties and
weaker consumer sentiment due to concerns over higher cost of living, exerting
further pressure on the demand for residential properties. Competition may also
intensify which could lead to further net interest margin compression.

The Bank remains focused on financing affordable homes for the mass market

segment, particularly on residential property financings of between RM100,000

and RM500,000 extended for purchase of properties for owner occupation. In

FY2019, financings granted to finance residential properties in this price range
contributed 82.3% of the total residential property financings approved.

We will continue growth in the residential property financing segment by focusing
on the broader base mass market and home mortgages for owner occupation . .
through our SMART House Scheme and SMART Solution package. This is spurred 2015 2016 2017 2018 2019
by our strategy to increase market penetration by promoting house financing via

Employer Tie Up-Package, supporting government initiatives for home ownership,
and engaging in aggressive joint promotion with developers, resident associations
and management corporations.
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PERSONAL FINANCING

Our Personal Financing segment contribution to total income during the year was
48%, a slight drop from the 49% contribution in FY2018. FY2019 was ultimately
a successful one for the Personal Financing segment although the portfolio was
in the negative and grew at just 2.9%. This was due to our effort to slow down
its growth and to diversify into other areas/products. Our Personal Financing
portfolio as at FY2019 was RM3.39 billion which was mainly focused on personal
financing to the Armed Forces of Malaysia and government servants.

The Bank will remain disciplined and prudent in its credit underwriting; continue
to be vigilant and proactive in its recovery of impaired loans whilst pursuing
growth opportunities in the Personal Financing portfolio. We are confident that it
is well placed to capitalise on opportunities and address challenges which may
arise in the new financial year from a position of strength. We will continue to
focus on growing a balance between deduction at source for the government
and pensioner segments and non-deduction at source for the government and
selected corporate sector segment. Our efforts to grow both segments simultaneously
will ensure that asset quality is not compromised. We will continue to support
personal financing products with marketing and awareness campaigns to ensure
our competitive edge. We will also work on developing personal financial education
programmes to highlight the importance of managing personal finances.

AUTOMOBILE FINANCING

The automotive industry remained challenging in 2018 with moderated vehicle
sales as a result of a more cautious consumer sentiment, uncertainties surrounding
the economy and rising cost of living. Given weaker vehicle sales, the consumer
banking vehicle hire purchase portfolio decreased by 3% or RM0.02 million to
RM559.24 million as at FY2019. The Bank continues to drive business volume
and market share in “Hire Purchase Financing” through targeted market segmentation
strategy, aggressive marketing initiatives and business collaboration with established
vehicle dealers especially Proton Car Dealers.

In addition, intense competition among auto vehicle financiers will continue and
further exert pressure on pricing resulting in continued profit/interest margin
squeeze. Moving forward, the Bank aims to regain some of the growth momentum
for this portfolio when vehicle sales pick up pace again. The Bank will also strive
to enhance its penetration rate in target growth segments such as new passenger
vehicles and light commercial vehicles as well as the big-bike motorcycle segment.

PERSONAL FINANCING
(IN RM BILLION)

2015

2016 2017 2018 2019

AUTO FINANCING
(IN RM BILLION)

2015

2016 2017 2018 2019
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AR-RAHNU

Ar-Rahnu (Pawn Broking-i) is an Islamic pawn broking scheme has been our most successful
product. Our Ar-Rahnu has experienced significant growth as it has garnered outstanding demand
from Muslims and non-Muslims alike. Ar-Rahnu in Malaysia has the capability to compete with and
to dominate the conventional pawn broking business which has a long chronological history in
this country. This is due to the fact that the Ar-Rahnu system offers welfare protection to help the
low-income group compared to conventional pawnshops that operate towards interest based-profit.

With 64 Ar-Rahnu outlets managed by the Consumer Banking division nationwide, this segment
contributed 2% or RM14.1 million in income in for FY2019 against the budget of RM18 million. The
dip was amid challenges posed by stagnant gold prices and aggressive competition. The strategy
put in place to overcome the challenges was the introduction of the 1 Kilo campaign to boost sales.

AR-RAHNU MARHUN
(IN RM MILLION)

AR-RAHNU INCOME
(IN RM MILLION)

,,,,,,,