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MUFG BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

UNAUDITED STATEMENT OF FINANCIAL POSITION AT 30 SEPTEMBER 2019

ASSETS

Cash and short-term funds

Deposits and placement with financial institutions

Financial assets held-for-trading

Financial assets at fair value through other comprehensive income
Loans, advances and financing

Embedded loans measured at fair value through profit or loss
Purchased receivables

Collateral deposits placed

Derivative financial assets

Statutory deposits with Bank Negara Malaysia

Other assets

Property, plant and equipment

Intangible assets

Rights-of-use assets

Current tax assets

TOTAL ASSETS

LIABILITIES AND SHAREHOLDER'S FUNDS

Deposits from customers

Deposits and placements of banks and other financial institutions
Collateral deposits received

Derivative financial liabilities

Other liabilities

Lease liabiliies

Deferred tax liabilities

TOTAL LIABILITIES

SHARE CAPITAL
RESERVES
SHAREHOLDER'S FUNDS

TOTAL LIABILITIES AND SHAREHOLDER'S FUNDS

COMMITMENTS AND CONTINGENCIES

Note

11
12

13
14
15
16

17

18
19

17
20

21

2019 September 2019 March
RM'000 RM'000
4,670,738 5,314,486
1,364,470 952,641
349,248 -
628,986 430,995
7,287,762 7,568,611
14,839,625 14,935,811
469,023 434,516
86,902 143,022
755,636 795,338
69,978 87,648
40,215 280,530
22,097 18,436
31,520 27,307
13,405 -
34,895 24,792
30,664,500 31,014,133
9,005,208 8,319,682
946,899 1,683,104
16,685,851 16,941,590
677,948 785,695
91,264 127,496
13,490 -
27,327 27,261
27,447,986 27,884,828
200,000 200,000
3,016,514 2,929,305
3,216,514 3,129,305
30,664,500 31,014,133
75,607,032 78,669,767




MUFG BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

UNAUDITED STATEMENT OF COMPREHENSIVE INCOME

FOR THE QUARTER ENDED 30 SEPTEMBER 2019

Operating revenue

Interest income

Interest expensc

Net interest income

Net income from embedded loans measured at FVTPL
Net income from Islamic Banking aperations

Other operating income

Operaling income

Other operating cxpenses

Profit beforc allowance for impairment on financial jnstruments
Allowance for impairment on financial instruments
Profit before tax

Tex expense

Profit for the period

Other comprehensive income net of tax

Iters that will not be reclassified subsequently to profit or loss
Foreign currency translation in respect of expected credit loss

Items that are or may be reclassified subsequently to profit or loss

Change in fair value of financial assets at fair value through
other comprehensive income

Change in expected credit loss reserve

Total comprehensive income for the period

Profit attributable to :
Owner of the Bank

Total hensive income attrit

P

Owner of the Bank

tog

Besic earnings per sharc (scn)

Note

22

24

25

26

27

2nd Quarter Ended Six Months Ended
2019 September 2018 September 2019 September 2018 September
RM'000 RM'000 RM'000 RM'000
141,436 128,132 227,996 208,168
113,422 130,390 228,163 248,823
(67,491) (77,649) (143,105) (139,956)
45,931 52,741 85,058 108,867
40,893 (7,614) 165,452 99,621
334 156 632 529
54,278 82,892 (23,146) (806)
141,436 128,175 227,996 208,211
(37,911) (40,487} (79,123) (81,888)
103,525 87,688 148,873 126,323
(10,389) 412 (13,143) 14,907
93,136 88,100 135,729 141,230
(23.264) (22,975) (52,514) (45,950)
69,872 65,125 83,215 95,280
. - 2,056 -
(3,442) 173 1,934 (330)
(5) — 4 i
66,425 65.298 87,200 94,950
69,872 65,125 83,215 95,280
66,425 65,298 87,209 94,950
34.9 32.6 41.6 47.6
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MUFG BANK (MALAYSIA) BERHAD

(Incorporated in Malaysia)

UNAUDITED STATEMENT OF CASH FLOWS
FOR THE QUARTER ENDED 30 SEPTEMBER 2019

Cash Flows From Operating Activities

Profit before tax
Adjustments for:
Loss on disposal of property, plant and equipment
Depreciation of property, plant and equipment
Depreciation of right-of-use assets
Amortisation of intangible assets
Provision for retirement benefits
Dividend income
Interest income from financial assets at fair value through other
comprehensive income
Amortisation and accretion of financial assets at fair value
through other comprehensive income
(Write back)/Allowance for impairment on financial instruments/
loans, advances and financing
Writeback of provision for diminution in value of
financial assets at fair value through other comprehensive income
Unrealised loss on changes in trading securities
Unrealised loss/(gain) on changes in fair value
of derivative financial instruments
Unrealised (gain)/loss on changes in fair value of financial assets
at fair value through profit or loss
Operating profit before changes in working capital

(Increase)/Decrease in operating assets:
Financial assets at fair value through profit or loss
Financial assets at fair value through other comprehensive income
Loans, advances and financing
Collateral deposits placed
Purchased receivables
Derivative financial assets
Financial assets held-for-trading
Statutory deposits with Bank Negara Malaysia
Other assets

Increase/(Decrease) in operating liabilities:
Deposits from customers
Deposits and placements of banks and
other financial institutions
Collateral deposits received
Derivative financial liabilities
Other liabilities

Cash generated from/(used in) operations
Income taxes paid

Payment of staff gratuitics
Net cash generated from/(used in) operating activities

2019 September 2018 September
RM'000 RM'000
135,729 141,230
193 =
2,455 2,342
2,198 S
5,856 5,404
2,052 2,126
(221) (184)
(8,844) (8,421)
402 416
13,130 14,907
- ®
161 m
107,203 82,280
(93415) (53,287)
166,899 186,803
183,117 (1,228,867)
7,808 (14,193)
268,600 (3,620,700}
56,120 291,036
(34,551) (470,377)
97,765 248,153
(1,089) -
17,670 (68,486)
(187,117) (558,011)
685,525 (28,853)
(736,205) 177,547
(255,739) 4,897,817
(264,475) (777,540)
(21,305) 19,405
(16,976) (946,266)
(62,558) (40,906)
(1,949) 602
(81,483) (987,774)




MUFG BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

UNAUDITED STATEMENT OF CASH FLOWS
FOR THE QUARTER ENDED 30 SEPTEMBER 2019 (CONTD.)

2019 September 2018 September
RM'000 RM'000
Cash Flows From Investing Activities
Purchase of property, plant and equipment (6,201) (1,442)
Purchase of intangible assets (10,184) (1,617)
Proceeds from sale of financial assets at fair value through other
comprehensive income/available-for-sale 30,000 -
Proceeds from disposal of property, plant and equipment 8 -
Purchase of financial assets at fair value through other
comprehensive income/available-for-sale (220,839) (29,835)
Proceeds from disposal of trading securities 600,934 -
Purchase of trading securities (949,254) (50,018)
Payment for lease liabilities (2,363) -
Dividend received 221 184
Interest income from financial assets at fair value through other
comprehensive income/available-for-sale (4,587) 8,813
Net cash generated from/(used in) investing activities (562,265) (73,915)
Net increase in cash and cash equivalents (643,748) (1,061,689)
Cash and cash equivalents at
beginning of quarter 5,314,486 5,915,504
Cash and cash equivalents at
4,670,738 4,853,815

end of quarter



MUFG BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
FOR THE QUARTER ENDED 30 SEPTEMBER 2019

1 BASIS OF PREPARATION

The unaudited condonsed interim financial report for the quarter ended 30 September 2019 have been prepared under the
historical cost convention except for financial assets at fair value through other comprehensive income, loans, advances and
financing at fair value through profit or loss, embedded loans measured at fair value through profit or loss and derivative
financial instruments which are stated at fair value.

The unaudited condensed interim financial report have been prepared in accordance with MFRS 134: Interim Financial
Reporting issued by the Malaysian Accounting Standard Board ("MASB") and Bank Negara Malaysia's Guidelines on
Financial Reporting. The unaudited interim financial report should be read in conjunction with the audited financial
statements of the Bank for the financial year ended 31 March 2019. The explanatory notes attached to the interim financial
report provide an explanation of events and transactions that are significant to an understanding of the changes in the
financial position and performance of the Bank since the financial year ended 31 March 2019.

The following are accounting standards, amendments and interpretations of the MFRSs that have been issued by the
Malaysian Accounting Standards Board (“MASB”) but have not been adopted by the Bank:

MFRSs, Interpretations and amendments effective for annual periods beginning on or after 1 January 2019
*» MFRS 16, Leases
¢ IC Interpretation 23, Uncertainty over Income Tax Treatments
¢ Amendments 1o MFRS 3, Business Combinaiions (Annual Improvements to MFRS Standards 2015-2017 Cycle)
*  Amendments to MFRS 9, Financial Instruments — Prepayment Features with Negative Compensation
*  Amendments to MFRS 11, Joint Arrang ts (4 ! Impro ts to MERS Standards 2015-2017 Cycle)
*  Amendments to MFRS 112, Income Taxes (Annual Improvements to MFRS Standards 2015-2017 Cycle)
*  Amendments to MFRS 119, Employee Benefits — Plan Amendment, Curtailment or Settlement
*  Amendments to MFRS 123, Borrowing Costs (Annual Improvements to MFRS Standards 2015-2017 Cycle)}
¢ Amendments to MFRS 128, Investments in Associates and Joint Ventures — Long-term Interests in Associates and
Joint Ventures

MFRSs, Interpretations and amendments effective for annual periods beginning on or after 1 January 2020
*  Amendments to MFRS 3, Business Combinations — Definition of a Business
*  Amendments to MFRS 101, Presentation of Financial Statements and MFRS 108, Accounting Policies, Changes in
Accounting Estimates and Errors — Definition of Material

MFRSS, Interpretations and amendments effective for annual periods beginning on or afier | January 2021
* MFRS 17, Insurance Contracts

MFRSs, Interpretations and amendments effective for annual periods beginning on or after a date yet to be confirmed
*  Amendments to MFRS 10, Consolidated Financial Statemenis and MFRS 128, Investments in Associates and Joint Ventures —
Sale or Contribution of Assets between an Investor and its Associate or Joint Venture

The Bank plans to apply the abovementioned accounting standards, amendments and interpretations:
¢ from the annual period beginning on 1 April 2019 for those accounting standards, amendments and interpretation that
are effective for annual periods beginning on or after 1 January 2019, except for Amendments to MFRS 3, Business
Combinations (Annual Improvements to MFRS Standards 2015-2017 Cycle), Amendments to MFRS 11, Joint
Arrang ts (4 [ Impro ts to MFRS Standards 2015-2017 Cycle) and Amendments to MFRS 128,
Investments in Associates and Joint Ventures — Long-term Interests in Associates and Joint Ventures which are not
applicable to the Bank.

* from the annual period beginning on 1 April 2020 for the accounting standards, amendments and interpretation that are
effective for annual periods beginning on or after 1 January 2020, except for amendments to MFRS 3, Business
Combinations — Definition of a Business .



MUFG BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
FOR THE QUARTER ENDED 30 SEPTEMBER 2019 (CONTD.)

1 BASIS OF PREPARATION (CONTD)

The Bank does not plan to apply MFRS 17, Insurance Contracts that is effective for annual periods beginning on 1 January
2021 as it is not applicable to the Bank.

The initial application of the accounting standards, amendments and interpretations are not expected to have any material
financial impacts to the current period and prior period financial statements of the Bank, except as mentioned below:

MFRS 16, Leases

MFRS 16 replaces the guidance in MFRS 117, Leases , IC Interpretation 4, Determining whether an Arrangement contains
a Lease, IC Interpretation 115, Operating Leases — Incentives and IC Interpretation 127, Evaluating the Substance of

Transactions Involving the Legal Form of a Lease .

MFRS 16 introduces a single, on-balance sheet lease accounting model for lessees. A lessee recognises a right-of-use asset
representing its right to use the underlying asset and a lease liability representing its obligations to make lease payments.
There are recognition exemptions for short-term leases and leases of low-value items. Lessor accounting remains similar to
the current standard which continues to be classified as finance or operating lease.

The financial impact is disclosed under Note 30.

2 AUDIT REPORT

The audit report on the audited financial statements for the financial year ended 31 March 2019 was not subject to any
qualification.

3 SEASONAL OR CYCLICAL FACTORS

The business operations of the Bank have not been affected by any material seasonal cyclical factors.

4 EXCEPTIONAL OR EXTRAORDINARY ITEMS

There were no exceptional or extraordinary items for the financial period ended 30 September 2019.

5 CHANGES IN ESTIMATES

There were no significant changes in estimates of amounts reported in prior financial years that have a material effects on the
financial results and position of the Bank for the financial period ended 30 September 2019, other than the estimates arising

from the adoption of MFRS 16.

6 CHANGES IN DEBT AND EQUITY SECURITIES

There were no issuance and repayment of debt and equity securities during the financial period ended 30 September 2019,

7 DIVIDEND PAID

No dividend was paid during the financial period ended 30 September 2019.



MUFG BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
FOR THE QUARTER ENDED 30 SEPTEMBER 2019 (CONTD.)

10

SUBSEQUENT EVENTS

There were no material events subsequent to the balance sheet date that requite disclosure or adjustments to the unaudited
condensed interim financial report,

REVIEW OF PERFORMANCE

The Bank's profit before taxation for the financial period ended 30 September 2019 was RM135.7 million, a decrease of
3.89% or RM5.5 million compared to the corresponding period last year. Operating income increased by RM19.8 million
from RM208.2 million to RM228.0 million whilst operating expenses lower by RM2.7 million mainly attributed to lower
collateral deposit fees duting (e fnancial period,

Total assets increased marginally from RM31.0 billion to RM30.7 billion compared to 31 March 2019. The Bank's CET
1/Tier 1 capital ratio and total capital ratio remained strong at 21.64% and 22.46% respectively.

PROSPECTS

The Malaysian economy performed rather moderately in 2018, registering a growth of 4.7% (2017: 5.9%). Growth was
anchored by domestic demand, reflecting faster expansion in both private and public sector spending, Similar to the
region, Malaysia benefited from the broad-based global recovery, with gross exports increasing at its fastest pace. The
realisation of positive spill overs from the external sector further reinforced domestic demand.

In 2018, the domestic economic growth has been mainly supported by the private sector. The export segment had also
benefited from global growth and the weak ringgit. Going forward, the Malaysian economy is expected to remain strong
with estimated Gross Domestic Product growth of between 4.4% and 4.8% in 2019, supported by domestic demand. The
external sector will also provide impetus to the economy, driven by improvement in global growth while the domestic
economy will remain supported by accommodative macro policies and stable employment markel.

The Malaysian financial system remains well-capitalised, sustaining resilience in hoth liquidity and asset quality. The
banking sector will continue to ride on opportunities within the domestic market, including prospects of income growth
and healthy labour market which remain supportive of private consumption and credit expansion. Amidst this backdrop,
the banking system is expected to remain supported by domestic economic activities, strong capitalisation, stable funding
and liquidity positions as well as sustained profitability.



MUFG BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
FOR THE QUARTER ENDED 30 SEPTEMBER 2019 (CONTD.)

11 CASH AND SHORT-TERM FUNDS
2019 September 2019 March

RM'000 RM'000
At amortised cost
Cash and balances with banks and other financial institutions 81,111 53,319
Money at call and deposit placements maturing
within three months 4,589,628 5,261,167
4,670,738 5,314,486

12 DEPOSITS AND PLACEMENTS WITH FINANCIAL INSTITUTIONS

2019 September 2019 March

RM'000 RM'000
At amortised cost
Licensed bank
* Malaysia 1,364,470 768,391
* QOther countries - 184,250
1,364,470 952,641

13 FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME ("FVOCI")

2019 September 2019 March

RM'000 RM'000
Money market instruments
* Malaysian Government Securities 392,215 201,260
o Sukuk 208,888 204,215
601,103 405,475
Non-money market instruments:
Unquoted bonds 27 27
Unquoted shares 27,856 25,493
27,883 25,520
Total 628,986 430,995

Movements in allowances for impairment which reflect the expected credit loss ("ECL") computed by
impairment model and recognised in ECL reserve are as follows:

2019 September 2019 March

RM'000 RM'000

12-Month ECL Stage 1

At 1 April 337 -
Effects of adopting MFRS 9 - 323
At 1 April, as restated 337 323
Allowance made/(written back) due to changes in credit risk 11 18
Deferred tax impact - (O]
At 30 September/31 March 348 337




MUFG BANK (MALAYSIA) BERHAD

(Incorporated in Malaysia)

NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

FOR THE QUARTER ENDED 30 SEPTEMBER 2019 (CONTD.)

14 LOANS, ADVANCES AND FINANCING

(2) By type:
At amortised cost
Overdrafts
Term loans
¢ Housing loans
* Other term loans
Revolving credits
Bills receivable
Claims on customers under acceptance credits
Staff loans

Uneamed interest

Gross loans, advances and financing at amortised cost
Impairment allowances on loans, advances and financing
* Stage 1 - 12 month ECL

* Stage 2 - lifetime ECL not credit impaired

* Stage 3 - lifetime ECL credit impaired

Net loans, advances and financing at amortised cost

At fair value
Other term loans
Total net loans, advances and financing at amortised cost

Total gross loans, advances and financing
- At amortised cost
- At fair value

(b) By maturity structure:
Maturing within one year
More than one year to three years
More than three years to five years
More than five years

(¢) By type of customer:
Domestic financial institutions
Domestic non-bank financial institutions
Domestic business enterprises
* Small medium enterprises
* QOthers
Individuals
Foreign entities

(d) By interest rate sensitivity:
Fixed rate
» Staff loans
Variable rates

10

2019 September 2019 March
RM'000 RM'000
3,541 9,109
11,343 11,561
3,849,830 3,813,578
3,327,190 3,601,109
48,592 132,624
8,637 3,234
7,642, 7,929
7,256,775 7,579,144
(92). (154)
7,256,683 7,578,990
(13,317) (5,461)
(5,489) (4,781)
(3,386) (137)
7,233,991 7,568,611
53,771 -
7,287,762 7,568,611
7,256,683 7,578,990
53,771 -
7,310,454 7,578,990
3,702,826 3,985,803
940,319 463,877
1,474,425 1,999,024
1,192,884 1,130,286
7,310,454 7,578,990
688,621 788,016
1,758,420 1,916,743
3,231,648 3,271,693
18,612 19,062
1,613,153 1,583,476
7,310,454 7,578,990
4,625 5,263
7,305,829 7,573,727
7,310,454 7,578,990




MUFG BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
FOR THE QUARTER ENDED 30 SEPTEMBER 2019 (CONTD.)

14 LOANS, ADVANCES AND FINANCING (CONTD.)

2019 September 2019 March
RM'000 RM'000
(e) By economic sector:
Agricultural, hunting, forestry and fishing 653,320 670,442
Mining and quarrying 142,034 B
Manufacturing 1,790,533 1,759,531
Electricity, gas and water 421,260 380,390
Construction 970,082 925,920
Wholesale and retail trade and restaurants and hotels 486,442 651,694
Transport, storage and communication 1,852,231 2,082,583
Finance, insurance, real estate and business services 975,568 1,088,940
Households 18,984 19,490
Others - -
7,310,454 7,578,990
() By geographical location:
Malaysia 5,703,958 6,684,766
Other countries 1,606,496 894,224
7,310,454 7,578,990
(g) Movements in impaired loans, advances and financing are as follows:
At beginning of the period 732 4,702
Impaired during the period 44,229 1,241
Amount recovered )] 335)
Reclassified as non-impaired (1,809) (1,350)
Amount written off (35) (3,826)
At end of the period 43,108 732
(h) Credit-impaired loans by economic sector is as follows:
Household 688 732
Manufacturing 42,420 -
43,108 732
(i) Credit-impaired loans by geographical location is as follows:
43,108 732

Malaysia

11



MUFG BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
FOR THE QUARTER ENDED 30 SEPTEMBER 2019 (CONTD.)

14 LOANS, ADVANCES AND FINANCING (CONTD.)

() Movements in impairment allowances on loans, advances and financing:

12 month Lifetime ECL
ECL fn‘l’:':’"’r::' Credit impaired
Stage 1 Stage 2 Stage 3 Total
RM'000 RM'000 RM'000 RM'000

At 1 April 2019 5,461 4,781 137 10,379
Transfer to 12-Month ECL (Stage 1) 233 (170) - 63
Transfer to Lifetime ECL not credit

impaired (Stage 2) 317 1,913 - 1,596
Transfer to Lifetime ECL credit

impaired (Stage 3) ) - - )
New financial assets originated 7,503 3,575 3,777 14,855
Financial assets derecognised (other than

write-off) (1,950) (4,610) (14) (6,574)
Net remeasurement due to changes

in credit risk 2,388 - (14). 2,374
At 30 September 2019 13,317 5,489 3,886 22,692
At 1 April 2018 104,286
Effects of adopting MFRS 9 (82,879)
At 1 April 2018, as restated 7,343 10,181 3,883 21,407
Transfer to 12-Month ECL (Stage 1) 1 - 3 2)
Transfer to Lifetime ECL not credit

impaired (Stage 2) - - - -
Transfer to Lifetime ECL credit

impaired (Stage 3) (n - - 1)
New financial assets originated 2,749 4,665 - 7414
Financial assets derecognised (other than

write-off) (3,736) 9.827) - (13,563)
Net remeasurement due to changes

in credit risk (895) (238) 58 (1,075)
Amount written off - - (3.801) (3,801).
At 31 March 2018 5,461 4,781 137 10,379

12



MUFG BANK (MALAYSIA) BERHAD
(Incorporated In Malaysia)

NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
FOR THE QUARTER ENDED 30 SEPTEMBER 2019 (CONTD.)

15 EMBEDDED LOANS MEASURED AT FAIR VALUE THROUGH PROFIT OR LOSS ("FVTPL")

2019 September 2019 March
RM'000 RM'000

At fair value
Embedded loans 14,839,625 14,935,811

Embedded loans included RM13,481,463,000 (2019 March; RM14,486,293,000) of outstanding balance for loans, advances
and financing, and fair value for loans and derivatives of RM358,162,000 (2019 March: RM449,518,000).

(a) By maturity structure:

Maturing within one year 2,818,813 5,889,367
More than one year to three years 4,394,679 5,231,756
More than three years to five years 6,531,452 1,805,690
More than five years 1,094,681 2,008,998

14,839,625 14,935,811

(b) By type of customer:
Domestic financial institutions

Domestic non-bank financial institutions 7,844,493 6,922,232
Domestic business enterprises
- Small medium enterprises 470,313 587,372
- Others 6,524,819 7,426,207
Individuals - -
Foreign entities - -
14,839,625 14,935,811
(c) By interest rate sensitivity:
Variable rates 14,839,625 14,935,811
(d) By economic sector:
Agricultural, hunting, forestry and fishing - -
Mining and quarrying 4,147 5,181
Manufacturing 988,990 933,211
Electricity, gas and water 2,256,245 2,208,030
Construction 1,103,880 1,133,790
Wholesale and retail trade and restaurants and hotels 947,000 961,117
Transport, storage and communication 340,265 1,387,690
Finance, insurance, real estate and business services 9,189,076 8,295,606
Houscholds = =
Others 10,022 11,186
14,839,625 14,935,811
(e) By geographical location:
Malaysia 14,839,625 14,935,811




MUFG BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
FOR THE QUARTER ENDED 30 SEPTEMBER 2019 (CONTD.)

16 PURCHASED RECEIVABLES

At amortised cost

Purchased receivables

Impairment allowances on purchased receivables
Stage 1 - 12 month ECL
Stage 2 - lifetime ECL not credit impaired

2019 September 2019 March
RM'000 RM'000
469,115 434,564
(58) (44)
(34 G)]
469,023 434,516

Purchased receivables relate to receivables acquired by the Bank under the account receivables purchasing and vendors
financing product. These amounts owing from obligors have a tenure of within three months. Included in purchased receivables
are non-recourse bills receivable amounting to RM437,219,000 (2019 March: RM404,328,000).

(a) Movements in impairment allowances on purchased receivables which reflect the ECL model on impairment

during the financlal perlod are as follows:

12 month Lifetime ECL
ECL Noteredit  cvogit impaired
impaired
Stage 1 Stage 2 Stage 3 Total
RM'000 RM'000 RM'000 RM'000

At 1 April 2019 44 4 - 48
Transfer to 12-Month ECL (Stage 1) - - - -
Transfer to Lifetime ECL not credit

impaired (Stage 2) . s = 3
Transfer to Lifetime ECL credit

impaired (Stage 3) - - - .
New financial assets originated 58 34 - 92
Financial assets derecognised (other than

write-off) (44) “ - (48)
Net remeasurement due to changes

in credit risk - - - -
At 30 September 2019 58 34 - 92
At 1 Aprll 2018 185
Effects of changes in accounting policies (138)
At 1 April 2018, as restated - 47 - 47
Transfer to 12-Month ECL (Stage 1) . - - .
Transfer to Lifetime ECL not credit

impaired (Stage 2) - - - -
Transfer to Lifetime ECL credit

impaired (Stage 3) =
New financial assets originated 44 4 - 48
Financial assets derecognised (other than

write-off) - (47) - (CY))
Net remeasurement due to changes

in credit risk - - - -
At 31 March 2019 44 4 - 48
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17 DERIVATIVE FINANCIAL ASSETS/LIABILITIES

18

19

The table below shows the Bank’s derivative financial instruments measured at their fair value together with their corresponding
contract/notional amounts as at the reporting date. The notional amounts of these derivative financial instruments refer to the underlying
contract values on which changes in the fair value of the derivatives are measured. The notional amounts indicate the volume of transactions
outstanding at the end of the financial period but are not indicative of either the market risk or credit risk inherent in the derivative contracts.

2019 September 2019 March
Notional Fair Value Notional Falr Value
Amount Assets Llabllitles Amount Agsets Liabillties
At fair value RM'000 RM'000 RM'000 RM'000 RM'000 RM'000
Trading derivatives*
Foreign exchange related contracts
Forwards 7,101,780 49,500 19,903 10,870,314 56,071 44,508
Swaps 17,951,942 632,710 453,015 18,062,934 686,950 590,079
Interest rate related contracts
Swaps 24,476,424 72,425 204,080 25,281,881 45,194 144,555
Other derivatives
Currency options 138,992 554 503 148,538 660 570
Premium yielder investments 3,349,600 447 447 3,351,907 6,463 5,983
53,018,737 755,636 677,948 57,715,574 795,338 785,695

* Included in trading derivatives are derivative financial assets and derivative financial liabilities transected with the holding company and
related companies amounting to RM44,940,000 (2019: RM41,182,000) and RM84,035,000 (2019: RM98,798,000) respectively.

DEPOSITS FROM CUSTOMERS

At amortised cost
Demand deposits
Money matket deposits
Savings deposits

Fixed deposits

(a) The maturity structure of fixed deposits are as follows:
Due within six months
Six months to one year
Above one year

(b) The deposits are sourced from the following customers:

Business enlerprises
Individuals

DEPOSITS AND PLACEMENTS OF BANKS AND OTHER FINANCIAL INSTITUTIONS

At amortised cost
Licenzed banks

2019 September 2019 March

RM'000 RM'000
3,214,302 3,122,530
1,410,338 1,357,623
2,677 16,909
4,377,890 3,822,620
9,005,208 8,319,682
4,332,078 3,770,781
42,147 44,332
3,665 7,507
4,577,890 3,822,620
8,981,309 8,252,850
23,899 66,832
9,005,208 8,310,682

RM'000

946,899

2019 September 2019 March

RM'000

1,683,104
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20 OTHER LIABILITIES

2019 September 2019 March
RM'000 RM'000
Provision for retirement benefits 29,231 29,129
Impairment allowances on commitment and contingencies (a)
Stage 1 - 12 month ECL 799 113
Stage 2 - lifetime ECL not credit impaired 1,032 1,081
Stage 3 - lifetime ECL credit impaired 194 -
Accrued interest payable 17,305 18,461
Bills payable 8,064 16,020
Other payables and accruals 34,639 62,692
91,264 127,496
() Movements in impairment allowances on commitments and contingencies:
12 month Lifetime ECL
ECL Not credit Credit Impaired
Stage 1 Stage 2 Stage 3 Total
RM'000 RM'000 RM'000 RM'000
At 1 April 2019 113 1,081 - 1,194
Transfer to 12-Month ECL (Stage 1) 125 (137) - (12)
Transfer to Lifetime ECL not credit
impaired (Stage 2) - m - 1)
Transfer to Lifetime ECL credit
impaired (Stage 3) - Q) 32 25
New financial assets originated 531 100 162 793
Financial assets derecognised (other than
write-off) (22) (137) - (159)
Net remeasurement due to changes
in credit risk 52 133 - 185
At 30 Scptember 2019 799 1,032 194 2,025
At 1 April 2018 -
Effects of adopting MFRS 9 1,288
At 1 April 2018, as restated 175 1,113 . 1,288
Transfer to 12-Month ECL (Stage 1) 16 (292) - (276)
Transfer to Lifetime ECL not credit
impaired (Stage 2) 3 203 - 200
New financial assets originated 54 666 - 720
Financial assets derecognised (other than
write-off) (131) (128) - (259)
Net remeasurement due to changes
in credit risk 2 (481) - 479)
Amount written off - - - -
At 31 March 2018 113 1,081 - 1,194

16
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MUFG BANK (MALAYSIA) BERHAD

(Incorporated in Malaysia)

NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
FOR THE QUARTER ENDED 30 SEPTEMBER 2019 (CONTD.)

22 INTEREST INCOME

Loans, ad and fi d at amortised cost
Loans, advances and financing measured at fair value

Money at call and deposit placements with financial institutions
Financial assets with FYOCT

23 INTEREST EXPENSE

Deposits and placements of banks and other financial institutions
Deposits from other customers

24 NET INCOME FROM EMBEDDED LOANS MEASURED AT FVTPL

Interest income

Interest expense

Unrealised gain/(10ss) in fair value of eémbedded loans
Realised gain in fair value of embedded loans

25 OTHER OPERATING INCOME

Fee income
Commission

Guarantee fees

Service charges and fees
Commitment fees
Other fee income

Investment income

Gross dividends

Realised gain/(loss) in fair value of derivative financial instruments
Realised gain/(loss) in fair value of trading securities

Unrealised gain/(10ss) in fair value of derivative financial instruments
Unrealised gain/(Joss) in fair value of trading securities

Foreign exchange gain/(loss)

Net premium (paid)/received for options

Other income
Other operating income

2nd Quarter Ended Six Months Ended
2019 Septemb b 2019 September 2018 September
RM'000 M'000 RM'000 RM'000
69,930 88,980 143,267 163,244
1,370 - 1,370 -
37,600 37,045 75,084 77,158
4,522 4,365 8,442 8421
113,422 130,390 228,163 248,825
54,022 67,862 121,027 118,033
13,469 9,787 22,078 21,923
67,491 77,649 143,105 139,956
107,601 99,534 223,342 187,930
(88,363) (85,630) (176,242) (157,700)
17,349 (24,884) 93,415 53,287
4,306 3,366 24,937 16,104
40,893 (7,614) 165,452 99,621
277 492 683 965
961 1,075 2,028 1,982
919 837 1,842 1,577
144 194 286 368
4,924 3,875 6,172 5934
7,225 6.473 11,011 10,826
110 73 221 184
17,786 37,353 23,588 42,873
3,782 170 6,673 170
11,095 16,343 (107,203) (82,280)
(249) 1 (161) 1
12,473 20,794 38,445 25,490
(3) 6 (30) (8)
44,952 74,740 (38,520) (13.570)
2,062 1679 4,364 1,938
54,278 82,892 (23,146) (806)




MUFG BANK (MALAYSIA) BERHAD
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
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2nd Quarter Ended Six Monihs Ended
2019 September 2018 September 2019 September 2018 September
RM'000 RM'000 RM'000 RM'000
26 OTHER OPERATING EXPENSES
Personnel expenses 25,163 25,878 53,317 52,808
Establishment related expenses 6,061 5,602 11,978 11,180
Promotion and marketing related expenses 349 531 892 1,036
Administrative and other expenses 6,337 8,476 12,935 16,864
37,911 40,487 79,123 B1,888
Personnel expenses
- Wages, salaries and bonus 19,738 19,241 41,479 39,821
- Defined benefit plan 1,026 1,141 2,052 2,127
- Defined contribution plan 2,123 2,122 4,564 4,169
- Other employee benefits 2,276 3,374 5,222 6,691
25,163 25,878 53,317 52,808
Establishment related expenses
- Depreciation of property, plant and equipment 1,234 1,169 2,455 2,342
- Amortisation of intangible assets 2,958 2,709 5,856 5,404
- Depreciation of right-of-use assets 1,107 - 2,199 .
- Hire of equipment 229 200 486 351
- Repair and maintenance 38 121 44 233
- Rental of premises 284 1,211 553 2,431
- Others 212 192 386 419
: 6,061 5,602 11,978 11,180
Promotion and marketing related expenses
- Advertising and publicity . 45 37 96
- Others 349 486 855 940
349 531 892 1,036
Adminlstrative and other expenses
- Collateral deposit fees 1,458 4,848 3,603 8,708
- Communication expenses 395 275 507 446
- Logal and professional fees 212 427 482 618
- Others 4272 2926 8343 7,002
6,337 8,476 12,035 16,864
27 (ALLOWANCE)VWRITEBACK FOR IMPAIRMENT ON FINANCIAL INSTRUMENTS
Allowance for financial instruments
- Stage 1 ECL (8,116) (437) (8,498) (1,312)
- Stage 2 ECL 1,682 827 (690) 12,492
- Stage 3 ECL (3,955) (13) (3,942) 3,681
Impaired loans, advances and financing written off - - (13) -
Bad debts written back - 35 - 46
{10,389) 412 (13,143) 14,907




MUFG BANK (MALAYSIA) BERHAD
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
FOR THE QUARTER ENDED 30 SEPTEMBER 2019 (CONTD.)

28 CAPITAL ADEQUACY

(a) The capital adequacy ratios consist of total capital and risk-weighted assets derived from balances of the Bank
and are computed in accordance with BNM's Guidelines on Capital Adequacy Framework (Capital Components
and Basel II - Risk Weighted Assets) ("CAF"). The Bank adopted the Standardised Approach for Credit Risk and
Market Risk, and the Basic Indicator Approach for Operational Risk.

®)

©

The capital adequacy ratios of the Bank are as follows:

Common equity Tier 1 ("CET 1") capital ratio
Tier 1 capital ratio
Total capital ratio

The components of Tier 1 and Tier 2 capital of the Bank are as follows:

“CET 1 and Tier 1 capital

* Paid-up share capital
* Retained profits
*  Other reserves

Less
*  Deferred tax assets
*  Intangible assets
*  55% of fair value reserve
*  Regulatory reserve
Tier 2 capital
» Stage 1 and 2 ECL and regulatory reserve

Total Capital

2019 September 2019 March
21.638% 21.308%
21.638% 21.308%
22.464% 22.054%

2019 September 2019 March

RM'000 RM'000
200,000 200,000
2,818,571 2,818,571
112,672 110,734
3,131,243 3,129,305
(31,520) (27,307)
(_13,780) (12,716)
(93,078) (93,078)
2,992,865 2,996,204
114,155 104,903
3,107,020 3,101,107
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28 CAPITAL ADEQUACY (CONT'D)

(e) The p of risk-weighted assets of the Bank are as follows:
2019 September
Risk-
Gross Net Welghted Capital
Exposure Class Exy e§ Exposures Asiets Requirements
RM'000 RM'000 RM'000 RM'000
(1) Credit Risk
On-Bal Sheel Exp :
Sovereigns/Central Banks 4,945,815 4,945 815 227,645 18,212
Public Sector Entities 38,659 38,659 7,732 619
Banks, Development Financial Institutions & MDBs 2,480,572 2,480,076 636,977 50,958
Insurance Cos, Sccurities Firms & Fund Managers - - . -
Corporates 21,705,899 4,282,343 6,670,710 533,657
Regulatory Retail 1,736 1,736 1,736 139
Residential Morigages 14,492 14,492 7,033 563
Equity Exposures 30,849 30,849 30,849 2,468
Other Assets 542,111 542,111 344,982 27,599
Defaulted Exposures 2,423 2423 2,423 194
Total On-Bal Sheet Exp 29,762,556 12,338 504 7,930,087 634,407
Off-Balance Sheet Exposures ;
Credit-related exposures 526,496 526,496 477,950 38,236
Securitisation exposures 3,000 3,000 2,250 180
Derivatives financial instruments 3,968,439 3,968,439 2,438,825 195,106
Total Off-Balance Sheet Exposures 4,497,935 4,497,935 2,919,025 233,522
Total On and Off-Balance Sheet Exposures 34,260,491 16,836,439 10,849,112 867,929
(ii) Large Exposure Risk Requirement - - - -
Long Short

Poslition Position
(1li) Market Risk
Interest Rate Risk 66,130,535  (65,492,385) 1,955,792 156,463
Foreign Exchange Risk 9,332 (52,618) 52,618 4,209

66,139,866  (65,545,003) 2,008,410 160,674
(iv) Operational Risk 973,831 77,907

Total RWA and Capital Requirements 34,260,491 16,836,439 13,831,353 1,106,509
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MUFG BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT
FOR THE QUARTER ENDED 30 SEPTEMBER 2019 (CONTD.)

28 CAPITAL ADEQUACY (CONTD.)

(e) The components of risk-weighted assets of the Bank are as follows:

2019 March

Exposure Class

(i) Credit Risk

On-Balance Sheet Exposures:
Sovereigns/Central Banks
Public Sector Entities

Banks, Development Financial Institutions & MDBs
Insurance Cos, Securities Firms & Fund Managers

Corporates

Repulatory Retail

Residentiel Mortgages

Equity Exposurcs

Other Assets

Defaulted Exposures

Total On-Balance Sheet Exposures

Off-Balance Sheet Exposures :
Credit-related exposures

Securitisation exposures

Derivatives financial instruments

Total Off-Balance Sheet Exposures

Total On and Off-Balance Sheet Exposures

(ii) Large Exposure Risk Requirement

(ili) Market Risk
Interest Rate Risk
Foreign Exchange Risk

(iv) Operational Risk

Total RWA and Capltal Requirements

Risk-
Gross Net Welghted Capital
Exposures Exposures Assets Requirements
RM'000 RM'000 RM'000 RM'000
4,298,143 4,298,143 151,365 12,109
2,901,673 2,901,610 681,081 54,486
21,954,927 6,415,216 6,594,398 527,553
2,000 2,000 2,000 160
14,755 14,755 6,986 559
2,993 2,993 2,993 239
529,360 529,360 525,950 42,076
2,504 2,504 2,504 200
29,706,355 14,166,581 7,967,277 637,382
595,423 595,423 537,204 42,976
3,000 3,000 2,250 180
4,332,740 4,332,740 3,023,636 241,891
4,931,163 4,931,163 3,563,090 285,047
34,637,518 19,097,744 11,530,367 922,429
Long Short
Position Position
68,793,803  (68,496,307) 1,582,510 126,601
14,200 (4,652) 14,200 1,136
68,808,003  (68,500,959) 1,596,710 127,737
934,602 74,768
34,637,518 19,097,744 14,061,679 1,124,934
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29 CREDIT TRANSACTIONS AND EXPOSURES WITH CONNECTED PARTIES

2019 September 2019 March

RM'000 RM'000
Outstanding credit exposures with connected parties 487,095 569,484
Total credit exposures 29,944,209 28,800,365
Percentage of outstanding credit exposures to connected parties
- as a proportion of total credit exposures 1.6% 2.0%
- as a proportion of total capital 15.7% 18.4%

There are currently no exposures to connected patties which are classified as impaired.
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30 THE OPERATIONS OF ISLAMIC BANKING

UNAUDITED STATEMENT OF FINANCIAL POSITION AT 30 SEPTEMBER 2019

ASSETS

Cash and short-term funds
Deposits and placement with financial institutions

Other assets
TOTAL ASSETS

LIABILITIES AND ISLAMIC BANKING FUNDS

Deposits from customers
Other liabilities
TOTAL LIABILITIES

CAPITAL FUND
RESERVE
ISLAMIC BANKING FUNDS

TOTAL LIABILITIES AND ISLAMIC BANKING FUNDS

COMMITMENTS AND CONTINGENCIES

(a)
(b)

©
@

©

2019 September 2019 March
RM'000 RM'000

43,000 34,000

2,298 1,139

4 10

45,302 35,149

163 3

10,620 8,617

10,784 8,620

25,000 25,000

9,517 1,529
34,517 26,529

45,301 35,149

5,400 5,400

Islamic financing based on Commodity Murabahah (Tawarruq) of RM1,878,797,405 (2019 March: RM522,068,149)

was financed under an internal Wakalah scheme and is reported at the entity level.

Tawarruq structure for the Bank's Islamic financing product consists of three (3) sales and purchases transactions. The
first involves, the purchase of commodity by the Bank from Commodity Trader 1, on cash and spot basis. Secondly, the
Bank will sell the commodity using Murabahah contract, to customer on deferred basis. Subsequently, the customer will
sell the commodity to Commodity Trader 2 on cash and spot basis. Finally, the customer will get a cash to finance the

customer's needs.
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30 THE OPERATIONS OF ISLAMIC BANKING (CONTD.)

UNAUDITED STATEMENTS OF COMPREHENSIVE INCOME FOR THE QUARTER ENDED 30 SEPTEMBER 2019

Income derived from investment of Islamic Banking Capitel funds

Income attributable to depositors

OCther operating income

Total net income

Other operaling expenses

Operaling profit before allowance for impairment

All for on and
Profit before tax

Tax expense

Profit for the period

@
(O]

UNAUDITED STATEMENT OF CHANGES IN EQUITY FOR THE QUARTER ENDED 30 SEPTEMBER 2019

2019 September
At beginning of the period
Transfer from retained profils
Profit for the peciod
At cnd of tho period

2018 September
At beginning of the period
Profit for the period

At end of the period

UNAUDITED STATEMENT OF CASH FLOWS FOR THE QUARTER ENDED 30 SEPTEMBER 2019

Cash flows from operating activitics
Profil before tax
Operating profit before working capital changes

(D in ing assets:
Deposits and p} with 1
Other asscts

(D i) in liabilities:
Deposits fom customers
Other liabilities

Net cash from operating activities

Net increase In cash nnd cash equlvalents

Cash nud cash equivalents at beginulog of perlod

Cash and eush equivalents at end of perlod

2nd Quarter Ended Slx Months Ended
2019 September 2018 Sep 2019 S b 2018 September
RM'000 RM'000 RM'000 RM'000
335 212 633 529
Q) - O] =
7,553 215 7,621 331
7,388 487 B,254 860
(93) (133) (263) (315)
7,795 354 7,991 545
) . @) =
7,792 354 7,988 545
7,792 354 7,988 545
Capital Regulatory Retalned Total
Fuad Reserve Proflis
RM'000 RM'000 RM'000 RM'000
25,000 - 1,529 26,529
- 22 22) -
- - 7.988 7,988
A f
25,000 22 9,495 34,517
25,000 . (313) 24,687
- - 545 545
25,000 - 232 25,232
2019 Sep 2018 S
RM'000 RM'000
7,988 545
7,988 545
(1,159) -
§ @
160 74
2,003 1,141
9,000 1,256
9,000 1,756
34,000 31,192
43,000 32,948
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30 THE OPERATIONS OF ISLAMIC BANKING (CONTD.)

Shariah Committee

The Shariah Committee was established under BNM's "Shariah Governance F rk for Islamic Financial Institutions” (BNM/RH/GL_012_3) to advise the
Board of Directors on Sharigh matters in its Islamic Banking business operations and to provide technical assistance in cnsuring the Islamic Banking products and
services offered by the Bank and the relevant documentation are in compliance with Shariah principles,

The committee comprises: Dr. Lugman bin Haji Abdullah, Assoc. Prof. Dr. Abdul Karim bin Ali, Assoc. Prof. Dr. Syed Musa Syed Jaafar Athabshi, Dr. Safinar binti
Salleh and Dr. Noor Suhaida binti Kasri,

Basls of measurement

The financisl statements of the Islamic Banking business have been prepared on the basis consistent with that of the Bank as disclosed in Nots 1 to the sudited
financial statements of the Bank for financial year ended 31 March 2019.

(a) Cash and shori-term funds

2019 September 2019 March
RM'000 RM'000
Cash and balances with banks and other financial institution 43,000 64,107
(b) Deposits from customers
2019 September 2019 March
RM'000 RM'000
Current accounts 2,298 1,139
(c) Deposits from customers
2019 September 2019 March
RM'000 RM'000
(i) By type of deposits:
Current accounts (Qard) 3 3
Fixed deposits (Tawarruq) 160 -
163 3
(1) The maturity structure of fixed deposits are as follows:
Six months to one year 160 -
(Il) By type of customer:

Busingss enterprises 163 3

Qard is 8 contract of lending a fungible asset to a borrower who is bound Lo return an equival pl No profit exp from deposits shall be
paid from the transactions.
Tawarruq structure for financing product consists of three (3) sales and purch ion. The first involves, the purchase of a dity by the Bank
from Commodity Trader 1, on cash and spot basis. Secondly, the Bank will sell the dity using Murebahah to on deferred basis.
Subsequently, the customer will sell the commodity to Commodity Trader 2 on cash and spot basis. Finally, the customer will get a cash lo finance the
cuslomer’s necds,
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(d) Other Nabilities

Impairment allowances on commitment and contingencics
Stage 1 - 12-months ECL not credit impaired

Stage 2 - lifetime ECL not credit impaited

Accruals and provisions for operational cxpenses

@®

Movements in impainment allowances on commitments and coatingencies which reflect the ECL model on impairment are as follows:

At1 Aprdl 2019

Transfer to 12-Month ECL (Stage 1)
Transfer to Lifetime ECL not credit

impaired (Stage 2)

Transfer to Lifetime ECL credit
impaired (Stage 3)

New financial assels originated

Fi ial assets d
write-off)

Net due 1o ch

gnised (other than

in credit risk
Amount written off
Exchange differences
At 30 September 2019

At 1 April 2018

Effects of adopting MFRS9
At 1 April 2018, as restated
New financial assets originated
At 31 March 2019

2019 September 2019 March
RM'000 RM'000
(i)
12 .
. 10
10,608 8,607
10,620 8,617
12 month ECL Lifetime ECL
Not credit Not credit
impatred impalred Credit impalred
Stage 1 Stage 2 Stage 3 Total
RM'000 RM'000 RM'000 RM'000
. 10 . 10
12 (10) 3 2
12 . - 12
- 10 - 10
. 10 - 10
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{¢) Commltments and contingencies

Posltive falr
value of
Principal derlvative Credit equivalent Risk welghted
Amount contracts amount assets
RM'000 RM'000 RM'000 RM'000
30.09.2019
Contingeant liabjlites
Transaction related contingent items 5,400 [ 2,688 2,688
31.03.2019
Contingent liabilides
Transaction relatcd contingent items s,400 2,690 2,650
{) Income derived from Investment of Islamic Banking Capital funds
2nd Quarter Ended Six Months Ended
2019 September 2018 September 2019 September 2018 September
RM'000 RM'000 RM'000 RM'000
Money at call and placements with financiel inslitutions 335 272 633 529
(g) Other Operating Income
2nd Quarter Ended Six Months Ended
2019 September 2018 September 2019 Septemb 2018 Septemb
RM'000 RM'000 RM'000 RM'000
Other fee income 7,553 215 7,621 331
(h) Other Operating Expenses
2nd Quarter Ended Six Mouths Ended
2019 September 2018 September 2019 Septemb 2018 Sep
RM'000 RM'000 RM'000 RM'000
Personnel expenses 62 96 196 257
Other expenses 31 37 67 58
93 133 263 315
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(i) Capital Adequacy
The capital adequacy ratios of the Islamic Banking business of the Bank are computed in accordance with the Capital

Adequacy Framework for Islamic Banks ("CAFIB"). The Bank's Islamic Banking business has adopted the
Standardised Approach for Credit Risk and Market Risk, and the Basic Indicator Approach for Operational Risk.

The capital adequacy ratios of the Bank's Islamic Banking business are as follows:

2019 September 2019 March

Common equity tier 1 capital ratio 43.04% 138.18%
Tier 1 capital ratio 43.04% 138.18%
Total capital ratio 43.10% 138.23%

The components of Tier 1 and Tier 2 capital of the Bank's Islamic Banking business are as follows:

2019 September 2019 March

RM'000 RM'000
CET 1 and Tier 1 capital
¢ Paid-up share capital 25,000 25,000
* Retained profits 1,529 1,529
¢ Other reserves 22 -
26,551 26,529
Less
* Regulatory reserve (22) -
26,529 26,529
Tier 2 capital
¢ Stage 1 and 2 ECL and regulatory reserve 34 10
Total capital 26,563 26,539

The breakdown of the risk-weighted assets by each major risk category is as follows:

2019 September 2019 March

RM'000 RM'000
Credit risk 2,688 2,700
Operational risk 58,947 16,499
61,635 19,199

Detailed disclosures on risk exposures above, as prescribed under BNM's Guidelines on CAFIB - Disclosure
Requirements (Pillar 3) is presented in the Pillar 3 disclosures.
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CHANGES IN ACCOUNTING POLICIES

Effects of adoption of MFRS 16 Leases

MFRS 16 Leases supersedes MFRS 117 Leases and its related interpretations. Under MFRS 16, a lease is a contract (or
part of a contract) that conveys the right to control the use of an identified asset for a period of time in exchange for
consideration, MFRS 16 introduces a single accounting model for a lessee and eliminates the classification of leases by
the lessee as either finance leases (on-balance sheet) or operating leases (off-balance sheet).

(a) Lessee
At the commencement date of a lease, a lessee will recognise a lease liability to make lease payments and an asset
representing the "right to use" of the underlying asset during the lease term. Subsequently, the "right-of-use" asset is
depreciated in accordance with the principle in MFRS 116 Property, Plant and Equipment and the lease liability is
accreted over time with interest expense recognised in the profit or loss.

(b) Lessor
Lessor accounting under MFRS 16 is substantially the same as the accounting under MFRS 117. Lessor will continue

to classify all leases using the same classification principle as in MFRS 117 and distinguish between two types of
leases: operating and finance leases.

The changes in accounting policies have been applied retrospectively from 1 April 2019. In accordance with the transition
requirements, comparatives are not restated.

The following table analyses the impact, net of tax, of transition to MFRS 16 on the statements of financial position of the
Bank.

Impact of
adopting MFRS
16 as at 1 April
2019
Right-of-use assets
Closing balance under MFRS 117 at 31 March 2019 -
- Recognition of right-of-use assets under MFRS 16 15,458
Opening balance under MFRS 16 at 1 April 2019 15,458
Lease Liabilities
Closing balance under MFRS 117 at 31 March 2019 -
- Recognition of lease liabilities under MFRS 16 15,458
Opening balance under MFRS 16 at 1 April 2019 15,458
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The financial effects due to the changes in i licies have been adjusted to the statements of financial position and
capital adequacy ratios of the Bank as at 1 April 2019, Them are no changes to the comparatives in the statements of profit or loss
and statements of cash flows of the Bank. A reconciliation of these changes is summarised in the following tables.

31 March 2019 1 April 2019
(MFRS 117) Remeasurement (MFRS 16)
RM'000 RM'000 RM'000
Statement of financlal position
Cash and short-term funds 5,314,486 “ 5,314,486
Deposits and placements with financial institutions 952,641 - 952,641
Financial assets at FYOCI 430,995 - 430,995
Loans, advances and financing 7,568,611 - 7,568,611
Embedded loans measured at fair value through
profit or loss 14,935,811 - 14,935,811
Purchased receivables 434,516 . 434,516
Collateral deposits placed 143,022 - 143,022
Derivative financial assets 795,338 -
Statutory deposits with Bank Negara Malaysia 87,648 . 87,648
Right-of-use assets - 15,458 15,458
Other assets 280,530 - 280,530
Property, plant and equipment 18,436 - 18,436
Intangible assets 27,307 - 27,307
Current tax assets 24,792 -
Deferred tax assets - -
TOTAL ASSETS 31,014,133 15,458 30,209,461
Deposits from customers 8,319,682 - 8,319,682
Deposits and placements of banks and other
financial institutions 1,683,104 -
Collateral deposits received 16,941,590 “ 16,941,590
Derivative financial liabilities 785,695 - 785,695
Lease liabilities - 15,458 15,458
Other liabilities 127,496 - 127,496
Deferred tax liabilities 27,261 - 27,261
Provision for tax - - -
TOTAL LIABILITIES 27,884,828 15,458 26,217,182
SHARE CAPITAL 200,000 - 200,000
RESERVES 2.929.305 o 2,929,305
SHAREHOLDER'S FUNDS 3,129,305 . 3,129,305
TOTAL LIABILIT(ES AND
SHAREHOLDER'S FUNDS 31,004,133 15,458 29,346,487
31 March 2019 Impact of MFRS 16 1 April 2019
Capital adequacy
CET I capital 21.308% -0.024% 21.284%
Tier I capital 21.308% -0.024% 21.284%
Total capital 22.054% -0.025% 22.029%

Risk-weighted assets (RM'000) 14,061,682 15,458 14,077,140
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MUFG BANK (MALAYSIA) BERHAD
(Incorporated in Malaysia)

PILLAR 3 DISCLOSURES

1.

OVERVIEW

The Pillar 3 Disclosure is prepared in accordance with Bank Negara Malaysia (“BNM")’s Guidelines on Capital Adequacy
Framework (Capital Components and Basel Il - Risk-weighted Assets) (“CAF”) and Capital Adequacy Framework for
Islamic Banks (CAFIB) - Risk-weighted Assets (“CAFIB”), which is the equivalent to Basel Il issued by the Basel
Committee on Banking Supervision. Basel II consists of 3 Pillars as follows:

(a) Pillar 1 sets out the minimum amount of regulatory capital that banking institutions must hold against credit, market and
operational risks they assume.

(b) Pillar 2 promotes the adoption of a more forward-looking approach to capital management and encourages banking
institutions, to develop and employ mote rigorous risk management framework and techniques. This includes specific
oversight by the Board of Directors and Management on internal controls and corporate governance practices, to ensure
that banking institutions have an appropriate level of intemal capital above its regulatory capital to commensurate with
their risk profile and business plan at all times.

(c) Pillar 3 aims to hamess the power of market discipline through enhanced disclosure, to supplement regulatory
supervision of banking institutions through a consistent and comprehensive disclosure framework on risk management
practices and capital adequacy of banking institutions that will enhance comparability amongst banking institutions.

The Bank adopted the Standardised Approach in determining the capital requirements for credit risk and market risk and
applied the Basic Indicator Approach for operational risk of Pillar 1 under BNM’s CAF. Under the Standardised Approach,
standard risk weights are used to assess the capital requirements for exposures in credit risk and market risk. The capital
required for operational risk under the Basic Indicator Approach is computed based on earnings at risk on the Bank’s gross
income for a fixed number of quarterly petiods.

The Bank’s Pillar 3 Disclosure is govemed by BNM’s Guidelines on Risk-Weighted Capital Adequacy Framework (Basel [I)
— Disclosure Requirements (Piliar 3) and Capital Adequacy Framework for Islamic Banks (CAFIB) - Disclosure
Requirements (Pillar 3) which set out the minimum disclosure standards. The approach in determining the appropriateness of
information disclosed and the intemal controls over the disclosute process which cover the verification and review of the
accuracy of information disclosed. The information is not audited as this is not a requirement.
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1. OVERVIEW (CONTD)
The Bank’s main business activity is commercial banking which focuses on corporate and investment banking and treasury

operations. The Bank is also involved in Islamic Banking activities under the Intenational Currency Business Unit (“ICBU")
and in Islamic Banking Operations under Skim Perbankan Islam (“SPI”) framework,

The following table presents the minimum regulatory capital requirement to support the Bank's risk-weighted assets:

2019 September 2019 March
Minimum Minimum
Risk- Capital Risk- Capital
Weighted Requirement Weighted Requirement
Assets at 8% Assets at 8%
RM'000 RM'000 RM'000 RM'000
Credit Risk 10,849,112 867,929 11,530,367 922,429
Market Risk 2,008,410 160,673 1,596,710 127,737
Operational Risk 973,831 77,907 934,602 74,768
13,831,353 1,106,509 14,061,679 1,124,934

The Bank does not have any capital requirement for Large Exposure Risk as there is no amount in excess of the lowest
threshold arising from equity holdings as specified in BNM's CAF.

2. CAPITAL MANAGEMENT

The Bank’s capital management is guided by its risk appetite and outlines the Bank’s objective to diversify its sources of
capital and to allocate capital efficiently, directed by the need to maintain a prudent relationship between available capital and
risks in the underlying businesses to meet the expectations of key stakeholders, including the holding company and BNM.

The capital target for capital adequacy ratios is above the minimum regulatory capital requirements and has factored in the
expected capital required under the current and future operating environment to support credit, market and operational risks
as well as the Bank’s business growth.

The Bank-wide stress testing process forecasts on the Bank’s capital requirements under plausible, exceptional but plausible
and worst case scenarios of stress events to assess the ability of the Bank’s capital to withstand market shocks. The results of
the stress test are to facilitate the formulation of action plans in advance if the stress test reveals that the Bank’s capital will be
adversely affected under such events. The results of the stress test together with remedial actions, if any, are tabled to the Risk
Management Committee (“RMC”) and the Board for deliberations.
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2. CAPITAL MANAGEMENT (CONTD)

(a)

®)

Capital Adequacy Ratios
The capital adequacy ratios of the Bank are as follows:

2019 September 2019 March

% %
Common equity Tier 1 ("CET 1") capital ratio 21.638 21.308
Tier 1 capital ratio 21.638 21.308
Total capital ratio 22,464 22.054

The capital adequacy ratios consist of total capital and risk-weighted asscts derived from balances of the Bank.

The minimum regulatory capital adequacy requirements including capital conservation buffer for the following capital
ratios are:

CET I capital ratio 7.00 %
Tier 1 capital ratio 8.50 %
Total capital ratio 10.50 %

Please refer to Note 29(i) for Islamic Banking operation capital adequacy.
The components of CET 1, Tier | and total capital of the Bank are as follows:

2019 September 2019 March

RM'000 RM'000
CET | and Tier | capital
+ Paid-up share capital 200,000 200,000
* Retained profits 2,818,571 2,818,571
*  Other reserves 112,672 110,734
3,131,243 3,129,305
Less
*  Deferred tax assets - -
« Intangible assets (31,520) (27,307)
¢ 55% of fair value reserve (13,780) (12,716)
¢  Regulatory reserve (93,078) (93,078)
2,992,865 2,996,204
Tier 2 capilal
» Stage 1 and 2 ECL and regulatory reserve 114,155 104,903
Total capital 3,107,020 3,101,107
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2. CAPITAL MANAGEMENT (CONTD)

(c) The components of risk-weighted assets of the Bank are as follows:

2019 September

Exposure Class

(i) Credit Risk
On-Balance Sheet Exposures :

Sovereigns/Central Banks

Public Sector Entities

Banks, Development Financial Institutions & MDBs
Insurance Cos, Securities Fimns & Fund Managers
Corporates

Regulatory Retail

Residential Mortgages

Equity Exposures

Other Assets

Defaulted Exposures

Total On-Balance Sheet Exposures

Off-Balance Sheet Exposures :
Credit-related exposures

Securitisation exposures

Derivatives financial instruments

Total Off-Balance Sheet Exposures

Total On and Off-Balance Sheet Exposures

(ii) Large Exposure Risk Requirement

(iii) Market Risk
Inlerest Rate Risk
Foreign Exchange Risk

(iv) Operational Risk

Total RWA and Capital Requirements

Risk-

Gross Net Weighted Capital
Exposures Exposures Assets Requirements

RM'000 RM'000 RM'G0D RM'000
4,945,815 4,945,815 227,645 18,212
38,659 38,659 7,732 619
2,480,572 2,480,076 636,977 50,958
21,705,899 4,282,343 6,670,710 533,657
1,736 1,736 1,736 139
14,492 14,492 7,033 563
30,849 30,849 30,849 2,468
542,111 542,111 344,982 27,599
2,423 2,423 2,423 194
29,762,556 12,338,504 7,930,087 634,407
526,496 526,496 471,950 38,236
3,000 3,000 2,250 180
3968439 1968439 2438825 195,106
4,497,935 449,935 2919.025 233,52
34,260,491 16,836,439 10,849,112 867,929

Long Short
Position Pasition

66,130,535  (65,492,385) 1,955,792 156,463
9,332 (52,618) 52,618 4209
66,139,866  (65,545,003) 2,008,410 160,674
973,831 77,907
34,260,491 16,836,439 13,831,353 1,106,509
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2,

CAPITAL MANAGEMENT (CONTD)

(c) The components of risk-weighted assets of the Bank are as follows: (Contd)

2019 March

Exposure Class

(i) Credit Risk

On-Balance Sheet Exposures:

Sovereigns/Central Banks

Public Sector Entities

Banks, Development Financial Institutions & MDBs
Insurance Cos, Securities Firms & Fund Managers
Corporates

Regulatory Retail

Residential Mortgages

Lquity Exposures

Other Assets

Defaulted Exposures

Total On-Balance Sheet Exposures

Off-Balance Sheet Exposures :
Credit-related exposutes

Securitisation exposures

Derivatives financial instruments

Total Off-Balance Sheet Exposures

Total On and Off-Balance Sheet Exposures

(ii) Large Exposure Risk Requirement

(iii) Market Risk
Interest Rate Risk
Foreign Exchange Risk

(iv) Operational Risk

Total RWA and Capital Requirements

Risk-
Gross Net Weighted Capital
Exposures Exposures Asgets Requirements
RM'000 RM'000 RM'(00 RM'000
4,298,143 4,298,143 151,365 12,109
2,901,673 2,901,610 681,081 54,486
21,954,927 6,415,216 6,594,398 521,553
2,000 2,000 2,000 160
14,755 14,755 6,986 559
2,993 2,993 2,993 239
529,360 529,360 525,950 42,076
2,504 2,504 2,504 200
29,706,355 14,166,581 7,967,217 637,382
595,423 595,423 537,204 42976
3,000 3,000 2,250 180
4,332,740 4,332,740 3,023,636 241,891
4,931,163 4,931,163 3,563,090 285,047
34,637,518 19,097,744 11,530,367 922,429
Long Short
Position Position
68,793,803  (68,496,307) 1,582,510 126,601
14,200 (4,652) 14,200 1,136
68,808,003 (68,500,959) 1,596,710 121,137
934,602 74,768
34,637,518 19,097,744 14,061,679 1,124,934
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3.

RISK MANAGEMENT FRAMEWORK

The management of risk within the Bank is governed by a risk management framework, which sets out the risk management
governance and infrastructure, risk management processes and conirol responsibilities. In the Bank, effective risk
management is inculcated by a risk awareness culture across all levels of staff in the Bank through effective communication,
training, clear policies, procedures and organisational structure, which clearly defined roles and responsibilities as well as the
commitment of all employees to a risk management framework. The risk governance of the Bank is as set out below:

Board of Directors

Maintain overall responsibility for risk management

Board Commiitees

e Risk Management Committee ("RMC")

To establish risk appetite and policy and to review ail
adherence and complii to risk

o Audit Committee ("AC")

Mternal and external auditors

E"o oversee and review quality of andits conducted by

Shariab Committee
To advise the Bank on Sharial matters relating to Islamic
e Banking operations
¢ policy
Dedicated Risk & C. i} Manag Commiftees

e Credit Risk Management Committee ("CRMC")

®  Assels & Liabilities Management Committee ("ALM")

e Market Risk Committee ("MRC")

® Operational Risk Management and Control Commitiee ("ORMCC")

e IT Steering Committee

M.

e Business Ci

("BCM") Committee

Ensure impl

¥

e Occupational Safety and Health ("OSHA") Commiltee
e Compliance Committee ("CCM")

and to rides

of risk polici

Deds 1 Ind. A

Risk M

P

e Credil Risk Management Department

o Market Risk Management Department

e Operational Risk Management Department
e Loans Administration Department

e Compliance Department

t & Compliance Control Units

Impl tand 1D with risk polici
Internal Audit
Independ! { of adeq and reliability of the risk management process
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RISK MANAGEMENT FRAMEWORK (CONTD)

The Board is ultimately responsible for the management of risks. The Board, through the RMC, maintains overall
responsibilities for risk oversight within the Bank. The risk appetite statement embodies the Bank’s stance towards the levels
of risks and serves as a guide in the formulation of the Bank’s strategic divection and business abjectives.

The RMC is responsible for total risk oversight covering credit risk, market risk, liquidity risk, compliance risk and
operational risk. Other key functions of RMC include reviewing risk management policies and limits, reviewing reports on
risk exposures and risk portfalio composition and ensuring that infrastructure, resources and systems are in place for risk
management activities.

The AC is supported by IAD to provide an independent assessment of the adequacy and reliability of the risk management
processes and its compliance with risk policies and regulatory requirements.

The Shariah Committee (“SC”) advises the Bank on Shariah matters relating to the Islamic banking operations. The
Committee ensures that the operations of Islamic banking, its products, processes and legal documentation are in line with
Shariah principles.

The CRMC, the ALM, the MRC, and the ORMCC assist the RMC in managing credit, liquidity, market, compliance and
operational risks respectively, whereas compliance risk is monitored and managed through Compliance Committee Meeting
(“CCM”), These committees are responsible for overseeing the development and implementation of risk management policies
to facilitate the managing and monitoring of risk exposures and portfolio composition. It is also to ensure that adequate
infrastructure, resources and systems are put in piace to support the risk managementi and compliance process.

The designated independent risk management control units provide crucial support to the RMC and are responsible for
ensuring risk policies are implemented and complied with. They are also responsible for the identification, measurement,
controling, monitoring and reporting of risk.

The Bank has established a structured approach to risk management which balances risks against returns, as well as
integrated risk management processes across key risk areas. The risk management activities encompass four broad processes
namely risk identification, risk evaluation and measurement, risk control and mitigation, risk monitoring and reporting which
lead to a balanced risk-return. 1t is the Bank’s policy that all risk management policies are subject to frequent reviews to
ensure that they remain relevant and effective in managing the associated risks arising from changes in both operating and
regulatory environments.

The integrated risk management process follows four broad processes:

Risk Risk Evaluation Risk Control and Risk Monitoring
Identification and Measurement Mitigation and Reporting
To identify, To quantify, To recommend To monitor and

understand and | measure and assess | measures to control | report on progress
analyse risks risk impact and mitigate risks and compliance
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3. RISK MANAGEMENT FRAMEWORK (CONTD)
Internal Capital Adequacy Assessment Process ("ICAAP")

The Bank has put in place process for assessing its capital adequacy under the BNM’s Risk-Weighted Capital Adequacy
Framework (Basel II) - Internal Capital Adequacy Assessment Process (Pillar 2) in relation to its risk profile and strategy for
maintaining adequate capital levels relative to its risk profile. The Bank’s ICAAP framework includes procedures and

measures designed to ensure the following:

* appropriate identification and measurement of material risks

& appropriate level of internal capital in relation to the Bank's risk profile

« sufficient policy and procedures to ensure on-going capitat adequacy

* application and further development of suitable risk management systems

The degree of formalisation and sophistication of the ICAAP is proportionate to the size, nature of business and complexity
of bank’s activities. It uses sound techniques and methodologies that commensurate with the current practices and business
environment. Material risk assessment is conducted annually with assessment of risks under Pillar 1 & 2 and other risks
whereby the Bank’s risk profile is documented in a risk inventory. Material risk is defined as potential risk exposure that
might have impact on the Bank's business operations, profitability, capital and reputation. The risk assessment is measured
by risk frequency and monetary impact and the risk rating is reviewed annually to reflect the changes to its business plan,
operating environment or other factors, guided by the methodologies ot assumptions used.

The risk inventory assessment and review process ensures that all risks are identified and evaluated for their relevance,
materiality, mitigation, management and capitalisation considerations that formed an integral part of intemal capital trigger
and target setting process.

The Bank’s internal capital trigger and target are set to ensure that the Bank's capital leve! is resilent under stressed economic
conditions, commensurate with the risk profile of the Bank and remains above regulatory requirements.

The Bank’s capital adequacy ratio is being monitored through Risk Appetite Statement (“RAS”) dashboard and is reported to
the RMC and the Board on a quarterly basis.

Stress Testing/Reverse Stress Testing

Stress testing framework has been integrated into the Bank’s risk management structure and is used as a risk management
tool for evaluation of the potential impact on the Bank or measurement of performance under plausible extreme adverse
conditions. Reverse stress testing (“RST”) process was added to Bank’s existing stress testing framework. The objective of
RST is to identify a range of adverse scenarios and trigger points that could potentially threaten the viability of the Bank’s
business model, including solvency concem and liquidity crunch. The assessment covers the likelihood of such events that
could materialise over a time horizon that enables the Bank to identify its potential vulnerabilities and fault lines in its
business model.

The stress testing framework is approved by the Board. The Management is actively involved in the process of designing the
stress test program, ensuring the assumptions are relevant and consistent with the Bank’s risk profile and is conducted
propetly and any exceptions noted have been dealt with appropriately.

The results of the stress test are compared against intemal capital trigger and target, as part of the sound capital management
process under ICAAP, which are reported to RMC and the Board on a half-yearly basis. The stress test results are deliberated
to consider the implications on the Bank’s business profile and to consider corrective measures where necessary.
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4. CREDIT RISK

Credit risk is the potential loss of revenue as a result of failure by the customers or counterparties to meet their contractual
financial obligations. The Bank’s exposure to credit tisk is primarily from its lending and financing to large corporations and
small and medium-sized companies (“SMEs”). Trading and investing the surplus funds of the Bank, such as trading or
holding of debt securities, settlement of transactions, also exposed the Bank to credit risk and counterparty credit risk.

Risk Governance

The CRMC supports the RMC in credit risk management oversight. The CRMC reviews the Bank’s credit risk framework
and policies, aligns credit risk management with business strategies and planning, reviews credit portfolios and recommends
necessary actions to ensure that the credit risk remains within established risk tolerance level.

The Bank’s credit risk management includes the establishment of comprehensive credit risk policies, guidelines and
procedures which document the Bank’s lending standards, discretionary power for loans approval, credit risk rating,
acceptable collateral and valuation, and the review, rehabilitation and restructuring of problematic and delinquent loans. All
credit processing officers are guided by credit policies, guidelines and procedures which are periodically reviewed to ensure
their continued relevance.

Within the risk management control units, the Credit Risk Management Department (“CRMD”) has functional responsibility
for credit risk management which includes formulating and reviewing credit risk related policies, guidelines and procedures.
Other independent risk management and control units are responsible for managing the other risks and ensuring the respective
tisk policies are implemented and complied with. The department is also involved in post-implementation validation of
borrower rating model which include the assessment of accuracy and discriminatory power of rating model.

Risk Management Approach

The Bank manages its credit risk by using its intenal credit rating system. The purpose of the credit rating system is to
objectively evaluate the credit worthiness/credit risk (i.e. the probability of future credit losses over a period of time) of the
borrowers which it extends credit. A borrower is not only screened at the time of initial extension of credits but also
monitored continuously during the entire term until the full repayment, Efforts are made towards the early detection of latent
problems by assessing the credit risk of borrowers on an on-going basis. Credit examination by the holding company is one of
the processes used to verify the suitability of a credit tating and the soundness of a portfolio from a third party’s perspective
to avoid risk concentration within specific industries, specific purposes or secured by the same type of collateral.

Credit risk management reports are regularly presented to both the CRMC and the RMC, containing information on trends
across major portfolios, including credit exposure, quality of credit portfolios, results of the credit profiling conducted,
significant credit exposures to connected parties and credit concentration by economic sectors and by large single
counterparty. Such information allows Management to identify adverse credit trends, take corrective actions and formulate
business strategies.

Distribution of Credit Exposures

The following tables present the credit exposures of financial assets before the effect of credit risk mitigation, broken down
by the relevant category and class of financial assets against the relevant economic sectors, geography and maturity. For on-
balance sheet exposures, the maximum exposure to credit risk equals their carrying amounts. For financial guarantees, the
maximum exposure to credit risk is the maximum amount that the Bank would have to pay if the obligations for which the
instruments issued are called upon, For credit commitments, the maximum exposure to credit risk is the full amount of the
undrawn credit granted to customers.
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302316-U

4. CREDIT RISK (CONTD)
Distribution of Credit Exposures (Contd)

(b) The following tables present the credit exposures of financial assets analysed by geographical location based on where
the credit risk resides:

2019 September 2019 March
Other Other
Malaysia Countries Malaysia Countries
RM'000 RM'000 RM'000 RM'000
Cash and short-term funds 4,308,034 362,704 4,905,182 409,304
Deposits and placement with
financial institutions 1,364,470 - 768,391 184,250
Financial assets held-for-trading 349,248 - - -
Financial assets at fair value through
other comprehensive income 628,986 - 430,995 -
Loans, advances and financing 5,703,958 1,606,496 6,684,766 894,224
Embedded loans measured at FVTPL 14,839,625 - 14,935,811 -
Purchased receivables 19,839 449,277 16,019 418,545
Collateral deposits placed 86,902 - 143,022 -
Derivative financial assets 623,864 131,771 670,593 124,745
Statutory deposits with
Bank Negara Malaysia 69,978 - 87,648 -
Other assets 37,749 - 277,155 -
On-Balance Sheet Exposures 28,032,653 2,550,248 28,919,582 2,031,068
Off-Balance Sheet Exposures 3,922,570 575,365 4,351,889 579,274
31,955,223 3,125,613 33,271,471 2,610,342
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302316-U

4. CREDIT RISK (CONTD)
Distribution of Credit Exposures (Contd)
(d) Off-Balance Sheet Exposures and Counterparty Credit Risk
(i) Off-Balance Sheet Exposures
Off-halance sheet exposnres of the Bank are mainly from the following:

« Financial guarantees and standby letters of credit, which represent undertakings that the Bank will make
payments in the event that a customer cannot meet its obligations to third parties. These exposures carry the
same credit risk as loans even though they are contingent in nature;

«  Documentary and commercial letters of credit, which are undertakings by the Bank on behalf of the customer.
These exposures are usually collateralised by the underlying shipment of goods to which they relate;

+ Commitments to extend credit including the unutilised or undrawn portions of credit facilities; and
* Principal/notional amount of derivative financial instruments.

The management of off-balance sheet exposures is in accordance to the credit risk management approach as set out
in the above disclosure.

(ii) Counterparty Credit Risk on Derivative Financial Instruments

Counterparty Credit Risk (“CCR”) on derivative financial instruments is the risk that the Bank’s counterparty in a
foreign exchange, interest rate, commodity, equity, options or credit derivative contract defaults prior to maturity
date of the contract and that the Bank at the relevant time has a claim on the counterparty. Apart from derivative
financial instruments that are originated from customer-driven transactions, the Bank may also take trading
derivative positions, within certain pre-set limits, with the expectation to make arbitrage gains from favourable
movements in prices or rates.

Unlike on-balance sheet financial instruments, the Bank’s financial loss is not the entire contracted principal value
of the derivatives, but rather a fraction equivalent to the cost to replace the defaulted derivative financial
instruments with another similar contract in the market. The Bank will only suffer a replacement cost if the
contract carries a fair value gain at time of default.
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4. CREDIT RISK (CONTD)

Distribution of Credit Exposures (Contd)

(d) Off-Balance Sheet Exposures and Counterparty Credit Risk (Contd)

(iii) Risk Management Approach

The CCR arising from all derivative financial instruments is managed via the establishment of counterparty limits
and also managed as part of the overall lending limits to banks and customers based on BNM’s Single
Counterparty Exposure Limit (“SCEL”). Where possible, Over-the-Counter (“OTC”) derivative financial
instruments, especially Interest Rate Swaps and Options are transacted under master agreements, International
Swaps and Derivatives Association (“ISDA”) and Credit Support Annex (“CSA”) agreements. ISDA allows for
the close-out netting in the event of default by a counterparty and CSA provides credit protection with the
requirements to post collateral usually in the form of cash or government securities upon any exposure above the
agreed threshold levels.

All outstanding financial derivative positions are marked-to-market on a daily basis. Market Risk Management
Department (“MRMD”) and Processing Department (“PRO™) monitor counterparties’ positions and promptly
request the collateral upon any exposure above the agreed threshold levels with relevant parties. Where possible,
the Bank settles its OTC derivatives via the Payment-versus-Payment (“PVP”) settlement method to further reduce
settlement risk. For derivative financial instruments where the PVP settlement method is not possible, the Bank
establishes settlement limits through the Bank’s credit approval process.

(iv) Credit Rating downgrade

In the event of a one-notch downgrade of rating for the Bank, based on the terms of the existing CSA of ISDA, the
estimated additional collateral to be posted was RMS8,374,000 for 30 September 2019 (March 2019:
RMS8,163,000).
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4. CREDIT RISK (CONTD)
Distribution of Credit Exposures (Contd)
(d) Off-Balance Sheet Exposures and Counterparty Credit Risk (Contd)

The following table presents a breakdown of the off-balance sheet exposures of the Bank:

019 September 2019 March
Posltive Falr Positive Fair
Yalue of Credit Ritk- Valueof Credit Risk-
Principal Derivative ~ Equivalent  Weighted Principal ~ Derivalive  Equivaleot  Weighted
Amount Contracts Amount Aty Amount Contracts Amount Atets
RM'000 RM'00 RM'000 RM'000 RM'000 RM000 RM000 RV
Direct credit subsitutes 2105 21 1386 2,215 2214 1,137
Transaction-releted contingen items 835,721 416,189 362 886 1014310 505,980 48340
Short-term self-liquidaling trade-relaled conlingencies 302,083 60,397 66,547 213,504 42,700 43307
Other commilments, such as formel standby faciltics
and oredit Lines, with an original malurity of ;
-not exceeding one year 2311m 47110 41110 2192 #4am “m
- excecding one year 61 29 n 417 197 148
Any commitments Lhel 2r unconditionatly cancelled al
any lime by the Bank without prior nofice or thel
offootlvely provido for autometio canvellution du to
deterioration in a bomower's creditworthiness 8,005,987 - - 7,403,938 . .
Securilisation exposures 15,000 3000 1250 15,000 1000 ]
930810 519455 450,200 8,470,816 SRa 539454
Forelgn exchange related contracls
- less than one year 1877611 610 81,126 65,457 1,260,365 21671 49782 37434
- one year Io less Lhan five years 8394916 280,505 1,018,023 67,998 7980022 369,255 1,059,065 951,372
« five years and sbove 761,839 40,347 135,18 135,718 1,300,020 U0 216,693 276,693
Interest rale related contracts
- less than one year 912400 14911 15,098 3297 75,000 70 145 145
-one year (0 less then five years 2,176,611 504711 81942 021 2,208,600 31,448 4973 14,59
- five years and sbove 810338 30,753 72,318 24358 966,219 33265 78,534 66,004
14930,781 433712 1,410,425 933,058 13,790,126 550039 1,508,152 1,345,542
Denintive Fing s
Foreign exchange related contracls
- less than one year 9,600,995 245938 400,867 225,066 16,589,819 193338 375,365 2018
- one year o Jess then ftve years 13,030,802 32045 1,103,680 642,687 8,776,387 388,461 1,207,140 708,720
-five years and above 2421925 116,027 480,950 345,291 3,567,042 161,222 659,862 166,298
Interest rate relaled contracts
- less than one year 4939238 1,620 12,569 6,040 5,395,562 1,988 9,504 3749
~one year lo less than five years 15,381,234 21,862 252,683 123,975 15,748,884 2357 262,594 128,260
- five years and sbove 4,155,953 48943 261,539 153,285 4,137435 15849 205,282 132078
Currency options
-« less than one year 69,49 554 1,5% 1,5% 14,269 660 1,174 1,774
- ong year 1o less than five years . - . - - - .
Premium yielder investments
- less then one year 1,674,800 7 38,130 1626 903,007 2,264 28,053 7,034
~one year {0 less ban five years . . - B 816,300 419 45014 9,003
SLIHI 15563 _ 23O LSOSWT SGO08T08 TR 288 116N
Tolal 15,607,032 109348 4497908 1919015 18,669,767 1345371 4931163 3,361 %0
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4. CREDIT RISK (CONTD)

Distribution of Credit Exposures (Contd)

(e

Securitisation Exposures

The Bank acts as principal adviser, lead arranger, lead manager, facility agent and/or liquidity provider for third party
securitisations with originators. Special purpose vehicles (“SPV”) are formed to enter into an agreement with the
originator(s) to purchase or acquire an interest in eligible pool of receivables of such originator for cash and in turn fund
its purchase or acquisition of such receivables by the issuance of Asset-Backed Securities (“ABS™) to investors. The
Bank might also act as a derivative counterparty for the SPV.

The SPVs that the Bank are managing as agent is Merdeka Kapital Berhad (“MKB”) and Ziya Capital Berhad (“Ziya™).
The current exposure as liquidity provider to MKB is recognised as off-balance sheet in the banking book. MKB which
is unrated, issued its ABS to a single investor, Horizon Funding Corporation (“HFC”), a bankruptcy remote special
purpose vehicle incorporated in the Cayman Islands. There’s no liquidity facility being provided by the Bank to Ziya.

Risk Management Approach

As a liquidity provider to MKB to cover short-term cash flows disruptions to each of the securitisation exposures, the
credit and liquidity risks of the Bank is mitigated by the respective waterfall payment obligations of MKB. In this
instance, the repayment obligation to the Bank as liquidity provider has been made amongst the top priority in the
waterfall payment (normally after tax payment obligations to the authorities).

The use of this liquidity facility by MKB is limited to cover short-term cash flows disruptions in relation to payment
obligation in respect of each securitisation exposures. It must not be drawn to provide credit support, cover losses
sustained or act as a revolving fund. In addition, the liquidity facility can only be drawn subject to the conditions that no
potential of default or event of default has occurred as well as other terms and conditions set forth in the liquidity
facility agreements entered into.

Regulatory Capital Requirements
The following table presents the outstanding securitisation exposures of the Bank:

2019 September 2019 March
RM'000 RM'000

Traditional securitisation of third party exposures 15,000 15,000

The following tables present the minimum regulatory capital requirement on securitisation exposures:

Minimum
Credit Risk- Capital
Principal Equivalent Weighted Requirements
Amount Amount Assets at 8%
RM'000 RM'000 RM'000 RM'000
2019 September
Off-balance sheet
¢ Auto loans 15,000 3,000 2,250 180
15,000 3,000 2,250 180
2019 March
Off-balance sheet
« Auto loans 15,000 3,000 2,250 180
15,000 3,000 2,250 180
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4.

CREDIT RISK (CONTD)

Credit Risk Mitigation

The Bank’s approach in granting credit facilities is based on the credit standing of the customer, source of repayment and
debt servicing ability rather than placing ptimaty reliance on Credit Risk Mitigants (“CRM"). Depending on a customer’s

standing and the type of product, facilities may be provided unsecured. Nevertheless, mitigation of credit risk is a key aspect
of effective risk management and takes many forms.

The main types of collateral obtained by the Bank to mitigate credit risk are as follows:

(a) for corporate loans - secured by corporate guarantees and charges over properties or assets being financed.
(b) for retail mortgages - charges over residential properties.
(c) for derivatives - additional margin fot exposures above the agreed threshold.

There is no material concentration of CRM held. Presently, CRM including bank guarantees and shares are govemed by
various monitoring limits to ensure such concentration risk is properly managed.

The reliance that can be placed on CRM is carefully assessed in light of issues such as legal enforceability, market value and
counterparty credit risk of the guarantor. Policies and procedures are in place to govem the protection of the Bank’s position
from the onset of a customer relationship, for instance in requiring standard terms and conditions or specifically agreed upon
documentation to ensure the legal enforceability of the credit risk mitigants.

The valuation of CRM seeks to monitor and ensure that they will continue to provide the credit protection. Policy on the
periodic valuation updates of CRM is in place to ensure this. The value of properties taken as collateral is generally updated
from time to time during the review of the customers’ facilities to reflect the current market value. The quality, liquidity and
collateral type will determine the appropriate haircuts or discounts applied on the market value of the collateral.

Where there is a currency mismatch, haircuts are applied to protect against currency fluctuatiohs, in addition to ongoing
review and controls over maturity mismatch between collateral and exposures. For mortgage loans, the collateral in the form
of residential property, is required to be insured at ali times against the petil of fire and other associated rsks. In addition,
customers are generally insured against major risks, such as death and permanent disability.

Currently, the Bank does not employ the use of detivative credit instruments such as credit default swaps, structured credit
notes and securitisation structures to mitigate the Bank’s credit exposures. In addition, the Bank enters into master netting
ammangements with its derivative counterparties to reduce the credit risk whete in the event of default, all amounts with the
counterparty are settled on a net basis. Separately, the Bank has started obtaining third party cash collateral in its credit
granting process.
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4. CREDIT RISK (CONTD)
Credit Risk Mitigation (Contd)
The following tables present the credit exposures covered by eligible financial collateral and financial guarantees as defined

under the Standardised Approach. Eligible financial collateral consists primarily of corporate guarantees, properties, cash,
securities from listed exchange or other marketable securities. The Bank does not have any credit exposure which is reduced

through the application of other eligible collateral.

2019 September Total Total
Total Total Exposures Expusures
Exposures Exposures covered by covered by
before covered by Financial Other Eligible
Exposure Class CRM Guarantees Collaterals Collaterals
RM'000 RM'000 RM'000 RM'000
Credit Risk
On-Balance Sheet Exposures:
Sovereigns/Central Banks 4,945,815 - - -
Public Sector Entities 38,659 - - -
Banks, Development Financial Institutions & MDBs 2,480,572 276 - -
Insurance Cos, Secutities Firms & Fund Managers - - - -
Corporates 21,705,899 918,734 14,300,231 -
Regulatory Retail 1,736 - - -
Residential Mortgages 14,492 - - "
Equity Exposures 30,849 - - -
Other Assets 542,111 - - -
Defaulted Exposures 2,423 - - -
Total On-Balance Sheet Exposures 29,762,556 919,010 14,300,231 -
Off-Balance Sheet Exposures:
Credit-related exposures 526,496 - - -
Securitisation exposures 3,000 - - -
Derivatives financial instruments 3,968,419 - - -
Total Off-Balance Sheet Exposures 4,497,935 - -
Total Credit Exposures 34,260,491 919,010 14,300,231 -
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4. CREDIT RISK (CONTD)
CredIt Risk Mitigation (Contd)

2019 March

Fxposure Class

Credit Risk

On-Balance Sheet Exposures:

Sovereigns/Central Banks

Public Sector Entities

Banks, Development Financial Institutions & MDBs
Insurance Cos, Securities Firms & Fund Managers
Corporates

Regulatory Retail

Residential Mortgages

Equity Exposures

Other Assets

Defaulted Exposures

Total On-Balance Sheet Exposures
Off-Balance Sheet Exposures:
Credit-related exposures
Securitisation exposures
Derivatives financial instruments

Total Off-Balance Sheet Exposures

Total Credit Exposures

Total Total

Total Total Exposures Exposures

Exposures Exposures covered by covered by
before covered by Financial Other Eligible

CRM Guarantees Collaterals Collaterals

RM'000 RM'000 RM'000 RM'000

4,298,143 - - -
2,901,673 63 “ -
21,954,927 896,643 14,643,068 -
2,000 & - -
14,755 - . -
2,993 - - -
529,360 - - -
2,504 - - B
29,706,355 896,706 14,643,068 -
595,423 - - -
3,000 . - .
4,332,740 “ - -
4,931,163 - = -
34,637,518 896,706 14,643,068 -
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4. CREDIT RISK (CONTD)
Assignment of Risk Weights for Portfolios Under the Standardised Approach

Under the Standardised Approach, the Bank makes use of credit ratings assigned by credit rating agencies in its calculation of
credit risk-weighted assets. The following are the rating agencies or External Credit Assessment Institutions (“ECAT”) ratings
used by the Bank and are recognised by BNM in the CAF:

(a) Standard & Poor’s Rating Services ("S&P")

(b) Moody’s Investors Services ("Moody’s")

(c) Fitch Ratings ("Fitch")

(d) RAM Rating Services Berhad ("RAM")

(e) Malaysian Rating Corporation Berhad ("MARC")

The ECAI ratings accorded to the following counterparty exposure classes are used in the calculation of risk-weighted assets
for capital adequacy purposes:

(a) Banking institutions
(b) Corporates

Unrated and Rated Counterparties

The majority of the Bank’s credit and counterparties exposures are unrated. Otherwise, in general, the rating specific to the
credit exposure is used, i.e. the issuer rating. Where there is no specific rating exists, the credit rating assigned to the issuer or
counterparty of that particular credit exposure is used. In cases where an exposure has neither an issue nor issuer rating, it is
deemed as unrated or the rating of another rated obligation of the same counterparty may be used if the exposure is ranked at
least pari passu with the obligation that is rated, as stipulated in the CAF. Where a counterparty or an exposure is rated by
more than one ECALI, the second highest rating is then used to determine the risk weight. In cases where the credit exposures
are secured by guarantees issued by eligible or rated guarantors, the risk weights similar to that of the guarantor are assigned.
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4.

Assignment of Risk Weights for Portfolios Under the Standardised Approach (Contd)

The following is a summary of the rules governing the assignment of risk weights under the Standardised Approach:

CREDIT RISK (CONTD)
Corporates
Rating
Category s&p
1 AAA 1o AA-
2 AttoA-
3 BBB+to BB-
4 B+toD
5 Unrated
Banking Institutions
Rating
Category S&p
| AAAto AA-
2 Atto A-
3 BBB+ to BBB-
4 BB+t B-
5 CCC+toD
6 Unreted

Sovereigns and Central Banks

Moody's
Aaato Aad
Alto Al
Baal to Ba3
Bl teC
Unrated

Moody's
Aaato A3
Alto A3
Baal 10 Baa3
Bal to B3
Caal to C
Unrated

Fitch
AAAto AA-
Atto A-
BBB+to BB-
BtioD
Unrated

Fitch
AAA to AA-
AttoA-
BBB+ to BBB-
BB+to B
CCCtio D
Unrated

R&I
AAA to AA-
Atto A-
BBB+to BB-
B+toD
Unrated

R&I

AAAto AA-

AttoA-

BBB+to BBB-

BB+toR-
CCC+i0C
Unrated

RAM
AAAtoAA3
AltoAd
BBBI to BB3
BltoD
Unrated

RAM

AAA 1o AA3

AltoAd

BBBI to BBB3

BBl toB3
CltoD
Unrated

MARC
AAA to AA-
AttoA-
BBB+to BB-
B+toD
Unrated

MARC
AAAto AA-
A+loA-
BBB+1o BBB-
BB+to B-
C+toD
Unrated

Risk
Weights
2%
50%
100%
150%
100%

Risk
Weights
2%
50%
50%
100%
150%
50%

Exposures to BNM denominated and funded in Ringgit Malaysia is assigned a preferential risk weight of 0% as stipulated in

the CAF.
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4.

CREDIT RISK (CONTD)

Credit Quality of Gross Loans, Advances and Financing

The tables below present the gross loans, advances and financing analysed by credit quality:

30.09.2019 31.03.2019
Stage 1 Stage2 Stage3 Total Stage 1 Stage2 Stage 3 Total
RM'000 RM'000  RM'000  RM'000 RM'000 RM'000  RM'000 RM'000
Neither past due nor impaired
Normat grades 6,919,850 260,869 - 7,180,719 5,520,136 1,999,864 - 1,520,000
Close watch - 29,941 - 29,941 v 55,001 - 55,001
Past due but not impaired
Normal grades 2915 - 2 2915 LI33 - - 1,133
Close watch - - - - - 2,034 - 2,034
Iinpaired * - - 43,108: 43,108 - . 3 732
6,922,765 290,810 43108 7256683 5521269 3,056,989 732 1578990
Gross impaired loans as a percentage of gross loans, advances and
financing at amortised cost 0.59% 0.01%

(a) Past due but not impaired

®)

Past due but not impaired loans, advances and financing are loans where the customer has failed to make a principal or
interest payment when contractually due and includes loans which are due one or more days after the contractual due
date but less than 3 months. The past due but not impaired loans, advances and financing of the Bank as at 30
September 2019 was 0.04% (March 2019: 0.04%).

The amount of past due but not impaired loans breakdown by economic sector is as follows:

2019 September 2019 March
RM'000 RM'000

Household 2,915 1,133

The amount of past due but not impaired loans breakdown by geographical location is as follows:

2019 September 2019 March
Other Other
Malaysia Countries Malaysia Countries
RM'000 RM'000 RM'000 RM'000
Past due but not impaired 2,915 - 1,133 -

Impaired loans, advances and financing

The Bank assesses, at each reporting period, whether there is any objective evidence that an individually significant loan
is impaired. If there is objective evidence that an impairment loss has been incurred, the amount of the impairment loss
is measured as the difference between the loan’s carrying amount and the present value of estimated future cash flows
discounted at the loan’s original effective interest rate. The carrying amount of the loan is reduced through the use of an
allowance account and the amount of the loss is recognised in profit or loss.
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4,

CREDIT RISK (CONTD)

Credit Quality of Gross Loans, Advances and Financing (Contd)

®)

Impaired loans, advances and financing (Contd)

All loans, advances and financing that have been individually evaluated but not considered to be individually impaired
are grouped on the basis of similar credit risk characteristics for collective impairment assessment, taking into account
the historical loss experience of such loans. The Model Risk Adjustment (“MRA”) may be applied due to lack of loss
data, when making provision by benchmarking for relevant probability of default against the holding company or peer
results, if applicable.

Impaired loans, advances and financing are loans whereby payments of principal or interest or both are past due for
three (3) months or more, or loans which are past due for less than three (3) months which exhibit indications of credit
weaknesses, or impaired loans which have been restructured/rescheduled, but where repayments based on the revised
terms have yet to fulfil the observation period required under the Bank’s impairment policy.

The movements in impaired loans, advances and financing are set out in Note 14(g), the movements in impairment
allowances are set out in Note 14(j) and the amount of impaired loans, advances and flnancing broken down by
economic sector and geographical location are set out in Note 14(h) and Note 14(i} to the financial statement.

The amount of expected credit losses by cconomic purpose is as follows:

2019 September 2019 March
Stage 3 Stage 1 and 2 Stage 3 Stage 1 and 2
ECL ECL ECL ECL
RM'000 RM'000 RM'000 RM'000
Agricultural, hunting, forestry and fishing - 6 - 3
Mining and quarrying - 13 - -
Manufacturing 3,776 9,433 - 5423
Electricity, gas and water - 1,123 - 434
Construction - 1,804 - 757
Wholesale and retail trade and
restaurants and hotels - 1,731 - 1,004
Transport, storage and communication - 2,665 - 1,060
Finance, insurance, real estate and
business services - 1,877 - 1,478
Houscholds 110 154 137 83
Others - - = =
3,886 18,806 137 10,242

The charges for allowance for stage 3 expected credit losses during the period is as follows:

Stage 3 Lifetime Stage 3 Lifetime
ECL Net Charges ECL
2019 March  for the Perlod 2019 September
RM'000 RM'000 RM'000
Household 137 (27 110
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4. CREDIT RISK (CONTD)
Credit Quality of Gross Loans, Advances and Financing (Contd)

(d) The amount of allowance for expected credit losses by geographical location and loans written off by economic sector
are as per table below:

Impairment allowances by geographical Iocation:
2019 September 2019 March

RM'000 RM'000
Malaysia

» Stage 1 - 12 month ECL 11,620 4,165
» Stage 2 - lifetime ECL not credit impaired 3,575 4,780
o+ Stage 3 - lifetime ECL credit impaired 3,886 137
19,081 9,082

Other countries
« Stage | - 12 month ECL 1,698 1,297
« Stage 2 - lifetime ECL not credit impaired 1,913 -
3,611 1,297

Economic sector for loans written off:
2019 September 2019 March

RM'000 RM'000
Finance, insurance, real estate and business services - 3,800
Household - 1
- 3,801

Islamic Banking Business
2019 September 2019 March
Minimum Minimum

Risk- Capital Capltal

Weighted Requirement  Risk-Weighted Requirement at
Assets at 8% Assets 8%

RM'000 RM'000 RM'000 RM'000

Credit risk 2,688 215 2,690 215
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5.

MARKET RISK
Market risk is the risk of loss arising from movements in market variables, such as interest tates, credit spreads, commodity

prices, equity prices and foreign exchange rates. In addition, the market risk of Islamic Banking business of the Bank
includes rate of return risk and displaced commercial risk.

Regulatory Capital Requirements

The Rank has adopted the Standardised Approach for market risk. The follnwing tables present the minimum regulatory
capital requirement on market risk:

Minimam
Risk- Capital
Long Short Weighted Requirements
Position Position Assets at 8%
RM'000 RM'000 RM'000 RM'000
2019 September
Interest rate risk- general interest rate risk 66,130,535 (65,492,385) 1,955,792 156,463
Foreign exchange risk 9,332 (52,618) 52,618 4,209
66,139,866 (65,545,003) 2,008,410 160,673
2019 March
Interest rate risk- general interest rate risk 68,793,803 (68,496,307) 1,582,510 126,601
Foreign exchange risk 14,200 (4,652) 14,200 1,136
68,808,003 (68,500,959) 1,596,710 127,737

Risk Governance

The Bank has established Trading Book and Hedging Policy as guidance for market risk management framework and
policies, The ALM and MRC support the RMC in market risk management ovetsight, meets regularly and is the forum to
discuss and aligns market risk management with business strategies and planning and recommends actions to ensure that the
market risks remain within established risk tolerance level.

For effective control of matket risk, triggers and limits are established after taking into account Bank’s risk appetite, and
approved by the Board. Trading exposures are subject to intraday limits and daily limit, This is monitored and escalated by
independent unit to relevant business unit, Management and MRC on regular basis.

Risk Management Approach
(a) Interest Rate Risk/Rate of Return in the Banking Book
Interest rate risk in the banking book (“IRRBB”) and Rate of Return (“ROR”) arises from the changes in market interest

rate that adversely impact on the Bank’s net interest income. One of the primary sources is due to repricing mismatches
of the Bank’s banking assets and liabilities and also from the Bank’s investment of its surplus funds.

The primary objective in managing the [IRRBB is to manage the volatility in the Bank's earnings. This is achieved in a
variety of ways that involve the offsetting of positions against each other for any matching assets and liabilities, the
acquisition of new financial assets to narrow the mismatch in interest rate sensitive assets and liabilities and entering
into derivative financial instruments which have the opposite effects.

The Bank uses various tools including repricing gap reports and stress tests to measure its IRRBB. The impact on
earnings is considered at all times in measuring the IRRBB and is subject to limits approved by the Board.
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5. MARKET RISK
Risk Management Approach (Contd)

(a) Interest Rate Risk / Rate of Return in the Banking Book (Contd)

The following tables also sets out the Bank's sensitivity to interest rates by time band based on the earlier of contractual
repricing date and maturity date. Actual repricing dates may differ from contractual repricing dates due to prepayment
of loans or early withdrawal of deposits. As at 30 September 2019, the Bank had an overall positive interest rate gap of
RM4,155,000 (2019 March: RM5,491,000), being the net difference between interest sensitive assets and liabilities.

Sensitivity of Profit

The table below shows the senstitivity of the Bank's banking book to movement in the interest rates:

Impact on earnings from 100 bps parallel shift

MYR
UsD
Others
Total

Impact on economic value from 100 bps parallel shift

MYR
usD

Others
Total

2019 September

Increase / (Decrease)
RM'000

2019 March

48,134
(9,400)
(8,895)

29,839

(16,262)
(5,020)
(4,605)

(25,887)

The sensitivity analysis is measured using Eamning at Risk (“EaR”) methodology and are based on the balance sheet
reporting date. It does not take into account actions that would be taken by treasury operations or business units to
mitigate the impact of this interest rate risk. In reality, treasury operations seek to proactively change the interest rate
risk profile to minimise losses and maximise net revenues. The projection assumes that interest rates of all maturities
move by the same amount and therefore, do not reflect the potential impact on eamings of some rates changing while
others remain unchanged. The projection also assumes constant statements of financial position and that all positions

Tun to maturity.

The repricing profile of loans that does not have maturity is based on the earliest possible repricing dates. Actual dates
may differ from contractual dates owing to prepayments. The impacts on earnings are measured on a monthly basis and

are reported to the ALM and RMC,
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S. MARKET RISK (CONTD)

Risk Management Approach (Contd)

(b)

Foreign Exchange Risk

Foreign currency exchange risk refers to adverse movements on foreign currency positions originating from treasury
money market activities whose functional currencies are not in Ringgit Malaysia. The main foreign currencies in which
the Bank’s husinesses are transacted in are United States Dollars and Japanese Yen,

The Bank manages such risk through funding in the same functional currencies, where possible. Minimal exposure are
taken to the effects of fluctuations in the prevailing foreign exchange rate on Bank’s financial position and cash flows.
Net Open Position (“NOP”) limits are set for overall NOP as well as NOP limits for individual cutrencies.

As at 30 September 2019, the NOP of the Bank stood at RM43,286,094 (short position) (2019 March: RM9,547,588
(long position)).

Interest Rate and Foreign Currency Risk Stress 'I'esting

The Bank also performed regular stress test on interest rate risk and currency risk. Three stress scenarios were applied
on the Bank’s assets and liabilities:

1. Scenario L: Increase of 0.75% interest rate for interest rate derivatives, bonds and money market positions and the
largest daily change in rates over the past two years multiply with the absolute foreign currency position and a 25%
increase in foreign currency option volatility.

2. Scenario 2: Increase of 1.0% interest rate for interest rate derivatives, bonds and money market positions and the
largest daily change in rates over the past two years +0.5% multiply with the absolute foreign currency position and
a 50% increase in foreign currency option volatility.

3. Scenario 3: Increase of 2.0% interest rate for interest rate derivatives, bonds and money market positions and the
largest daily change in rates during 1997-1998 (Asian Financial Crisis) multiply with the absolute foreign currency
position and the largest appreciation or depreciation of the traded currency over 1997-1998 (Asian Financial Crisis)
for foreign currency option.

The analysis shows that as of 31 March 2019, potential maximum loss computed for Scenario 1 to be RM127,115,000
(2019 March: RM90,981,000), Scenario 2 to be RM137,849,000 (2019 March: RM96K658,000) and Scenario 3 to be
RM190,388,000 (2019 March: RM125,207,000).

Stress testing is conducted quarterly to determine the adequacy of capital in meeting the impact of extreme market rate

movements on the Bank’s statement of financial position. Stress testing is performed to provide early wamings of
potential losses to facilitate the proactive management of interest rate risk.

The reported amount are based on the Bank’s position as of reporting date. The projection also assumes that all other
variables are held constant and that all positions run to maturity.
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5. MARKET RISK (CONTD)
Risk Management Approach (Contd)
(c) Equity Risk
Equity risk refers to the adverse impact of change in equity prices on equity positions held by the Bank.

The Bank currently hold equity investments amounting to RM27,856,000 (2019 March- RM?25,493,000) which are
privately held for social economic purpose and is unquoted and stated at fair value through other comprehensive income
and adjusted for impairment loss, if any.

Islamic Banking Business

There are no market risk exposures as at the reporting period (2019 March: Nil).

6. LIQUIDITY RISK

Liquidity risk is the risk that the Bank is unable to maintain sufficient liquid assets, to meet its financial commitments and
obligations, when they fall due or securing the funding requirements at excessive cost. Funding risk is the risk that the Bank
does not have sufficiently stable and diverse sources of funding or the funding structure is inefficient.

Risk Governance

The ALM is the primary party responsible for liquidity management based on guidelines approved by the RMC. Liquidity
policies and frameworks are reviewed by the ALM and approved by the Board prior to implementation.

Risk Management Approach

The liquidity risk management of the Bark, is aligned with the Liquidity Coverage Ratio (“LCR”) requirements issued by
BNM which became effective from 1 June 2015. In addition, the Bank maintains a liquidity compliance buffer to meet any
unexpected cash outflows. The day-to-day funding management, is undertaken by treasury operations and this includes the
maintenance of a portfolio of highly liquid assets, that can be easily liquidated to meet the unforeseeable demand in cash
flows arising from the maturity of deposits and loans. As at 30 September 2019, the Bank holds a sizeable balance of
government securities amounting to RM392,215,000 (2019 March: RM201,260,000) or 62% (2019 March: 49%) of its
portfolio of securities.

The Bank’s liquidity and funding position is supported by the Bank’s significant deposit base. The deposit base primarily
comptises of current and term deposits. Although the cutrent account deposit is payable on demand, it has historically
provided stable sources of funding. The Bank’s reputation, earnings capacity, financial, capital strength and competitive
deposit rates are core attributes to preserve depositors’ confidence and to ensure stablility in liquidity. The Bank accesses the
wholesale markets by taking of money market deposits to meet short-term obligations and to maintain its presence in the local
money market space. The Bank has also obtained a Liquidity Support Letter from its Parent Bank and has given full support
of fund related to any liquidity matter at any time.
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LIQUIDITY RISK (CONTD)

The primary tools for monitoring liquidity is the maturity mismatch analysis, assessment on the concentration of funding, the
availability of unencumbered assets as buffer assets, early waming indicators from the use of market-wide information to
identify possible liquidity problems. It also measures funding liquidity risk by assessing the potential liquidity cost arising
from the maximum likely cash outflow over the horizon period at a specified confidence level, covering the Bank’s deposit
denominated in major currencies. Liquidity positions are reported to the ALM on a monthly basis and in major currencies i.e.

in Ringgit Malaysia and in United States Dollars.

Contingency funding plans are in place to identify early waming signals of a potential liquidity problem, The contingency
funding plans also set out the crisis escalation process as well as the various strategies to be employed to preserve liquidity
including an orderly communication channel during a liquidity problem. To complement the contingency funding plans, a
liquidity drill is conducted annually to validate the Bank’s ability to raise funds/liquidity from the market. A liquidity stress
test programme is in place to ensure liquidity stress tests are systematically performed by the various entities under the Bank
to determine the cash flow mismatches under the “Specific Institution Liquidity Problem” and “Systemic Liquidity Problem”
scenarios and the possible source of funding to meet the shortfalls during a liquidity crisis.

In March 2015, BNM issued a guideline on Liquidity Coverage Ratio (“LCR”), which is a quantitative requirement which
seeks to ensure that banking institutions hold sufficient high-quality liquid assets (“HQLA”) to withstand an acute liquidity
stress scenario over a 30-day horizon. LCR is part of the Basel III reform package which comprises measures to further
strengthen the existing capital and liquidity standards for banking institutions. As of end March 2019, the Bank complies to

the minimum LCR as stipulated by BNM.

Islamic Banking Business

There are no significant liquidity risk exposures as at the reporting period (2019 March: Nil).

OPERATIONAL RISK

Operational risk is the risk of loss arising from inadequate or failed internal process, people and system or from extemal
events. The increasing need for an effective operational risk management is driven by a number of factors, among others are:

= Significant operational losses experienced at financial institutions;

 New regulatory requirements and intenational best practices;

* Significant and rapid changes to the economic and business environment;

* Growing need to optimise economic capital and measure performance;

« Protection and enhancement of shareholders' value; and

* Increasing number of potential threats affecting Bank's business operations especially cyber security threat.

Periodic audit review from intemal, holding company as well as external audit are conducted to ensure adequacy and
effectiveness of the operational risk management process.

Regulatory Capital Requirements

The following presents the minimum regulatory capital requirement on operational risk for the Bank, computed using the
Basic Indicator Approach:

2019 September 2019 March
Minimum Minimum
Risk- Capital Risk- Capital
Weighted Requirement Weighted Requirement
Assets at 8% Assets at 8%
RM'000 RM'000 RM'000 RM'000
Operational risk 973,831 77,907 934,602 74,768
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7. OPERATIONAL RISK (CONTD)
Risk Governance

In line with BNM’s Guideline on Risk Governance, the Bank’s internal processes and practices are tuned towards the same
direction. The objectives are supported by a framework of principles on risk governance to guide the Board and Management
in performing their risk oversight function. Risk Governance focuses on applying sound principles on the assessment and
management of risks to ensure that tisk taking activities are aligned with the Bank capacity to absorb losses and its long term
viability. It is concerned in particular with the roles of the Board, Management and risk management control functions as well
as processes by which risk information is collected, analysed and communicated to provide a sound basis for management
decision. It is also concemed with the effects of incentives and organisational culture on risk taking behaviors and perceptions
of risk in the Bank.

Operational Risk Management Framework

The Bank adopted sound Operational Risk Management (“ORM?”) practices based on industry best practices and international
standards, as well as guidelines as described by the holding company’s Operational Risk and Risk Management Policies.

The focus of the Framework is to provide greater clarity of roles and responsibilities in operational risk management at all
levels of staff. It aims to promote stronger operational risk awareness and culture and to inculcate ORM practices in day-to-
day business activities and responsibilities. This is further supported by having structured enablers for ORM using clearly
defined Operational Risk language and processes, integrated approach and lifecycles, and internal control systems within the
organisation. The ORM Framework sets out:

+ Bank's definition and categories of Operational Risk;

* Roles and responsibilities of key staff and oversight committees;

s Overview the relationship of the integrated components to manage Operational Risk {Risk and Controls Self-
Assessment (“RCSA™), Global Control Self Assessment (“GCSA”), Loss Event Data (“LED”) and Key Risk Indicators
(“KRI")};

# Descriptions of the RCSA/GCSA process (identify, assess, respond, monitor and report);

= Descriptions of the LED process (identify, assess, respond, monitor and report);

+  Descriptions of the KRI process (identify, assess, respond, monitor and report); and

* The framework covers both Conventional and Shariah risks,

Operational Risk Management is also supported by Self Inspection process i.e. inspecting intemal processes to ensure
compliance with Standard Procedure Overseas (“SPO”) determined by holding company as well as intemal standard
operating procedure. For Shariah risk, ORM framework and methodology are adopted with the assistance of a Shariah Risk
Register (“SRR”). SRR was developed based on the Bank’s Islamic banking business and will be subsequently mapped into
RCSA, GCSA, KRI and LED processes.

Enterprise Governance Risk and Compliance ("E-GRC") Solution

The primary objective for the implementation of E-GRC system is to automate the overall Operational Risk Management
environment while staying aligned to its Framework and the holding company practices.

The solution is developed based on the Operational Risk Management Framework and the key areas of the solution
implementation incorporates various operational risk tools:

* Risk Management (Risk Control Self Assessment & Global Control Self Assessment);
* Loss Event Data;

+ Key Risk Indicators; and

* Issue & Action Plan.

The system solution enables the Bank to systematically identify, capture, monitor and report all operational risks in a
consistent manner, thus facilitating analytical risk profiling and enhance the control mechanism.
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7. OPERATIONAL RISK (CONTD)
Business Continuity Management

The Bank’s Business Continuity Management (“BCM") programme is in compliance with requirements of BNM, the holding
company and in line with International Standards 1S022301 to ensure all critical business functions can continue in the event
of a disruption. Components and activities of BCM (not limited to):

* BCM team is established to provide leadership on the subject matter. The team is converted to Crisis Management
Team (“CMT”) in the event of disaster;

*» BCM Framework & Policy is established to sustain BCM Program and ensure business continuity plan for all
organisational units in the Bank remain effective. The framework policy is supported by BCM Manual which provides
standard operating procedure for BCM taking into consideration of BNM and holding company’s requirements and is
reviewed annually;

= Participate in the regulatory and holding company requirements on mandatory annual drills;

» Conduct BCM Program by conducting risk analysis annually to identify threats to geographical location, reviewing the
changes to Business Impact Analysis (“BIA”), recovery strategy, plan developed by every department in the Bank and
scheduling testing and exercising for business process component as well as staff awareness;

¢ 1Increase level of awareness among the staff by conducting trainings during orientation as well as ad-hoc training via
various platforms. Quarterly newsletter is issued to all staff on current matters of BCM to increase staff awareness; and

* | Continuously promoting organisation wide discipline for building resilience & capability for an effective response that
safeguards the inierest of customers, reputation, brand and value.

Efforts are put in to increase the ability to support critical business processes by enhancing our Business Recovery Site
(“BRS”). The BRS capacity is increased to accommodate more resources (staff and system) and ensuring availability of
power redundancies to support our critical business.

Reputational Risk Management Framework

The Bank is adopting an approach to reputation risk management that fits its risk profile and leve! of sophistication and that
enables the risks affecting reputation to be consistently and comprehensively identified, assessed, controlled, monitored and
reported. A strong reputation is a key competitive advantage for the Bank that can translate into:

»  Access key markets and achieve greater confidence from customers;
*  Attract capital or funding at competitive rates;

* Premium pricing; and

» Secure and maintain high quality workforce.

The objectives are aimed towards establishing a standard to manage reputation risk proactively, enabled the Bank’s business
to operate with reputation risk being considered and foster a culture where staff are aware of their responsibilities in

managing reputation risk.
IT Risk Management Framework

The Bank endeavours to adopt sound Risk Management in Technology (“RMIiT") practices based on regulatory requirement,
industry best practices and international standards, as well as guidelines as described by Mitsubishi UFJ Financial Group’s
Risk Management Policy. It is imperative that staff at all levels understand their responsibilities and are held accountable for
managing Information Technology Risks (IT Risk), that is, the risk associated with operations and use of infornation systems
that support the missions and business functions of the Bank.

Reporting

Reporting forms an essential part of operational risk management. The Bank’s risk management processes are designed to
ensure that operational issues are identified, escalated and managed on a timely manner. Operational risk areas for key
operation, business and control units are reported through monthly operational risk management reports, which provide
analysis and action plans for each significant business operation. The operational risk areas include premises control and
safety, losses due to fraud and control lapses, systems availability, disaster recovery and business continuity simulations,
information security, product/service review, self-inspection, operations volume, staff attrition, Shariah non-compliance,
outsourcing activities and managing legal action taken against the Bank. The operational risk management reports are tabled
to the Operational Risk Management and Control Committee Meeting (“ORMCC”) on monthly basis and escalated to the
Risk Management Committee Meeting (“RMC”) on quarterly basis.
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7. OPERATIONAL RISK (CONTD)

Islamic Banking Business

2019 September 2019 March
Minimum Minimum
Risk- Capital Risk- Capital
Welghted Requirement Weighted Requirement
Asnets at 8% AsRets at8%
RM'000 RM'000 RM'000 RM'000
Operational risk 58,947 4,716 16,499 1,320

8. PROFIT SHARING INVESTMENT ACCOUNTS AND SHARIAH GOVERNANCE
(a) Profit Sharing Investment Accounts

This disclosure is not applicable as the Islamic Banking business does not have any Profit Sharing Investment Accounts.
(b) Shariah Governance

This is disclosed in the Pillar 3 Disclosures of the Bank attached to the audited financial statements for the financial
period ended 31 March 2019.
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