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Industrial and Commercial Bank of China (Malaysia) Berhad
Registration No. 201001000001 (839839M)
(Incorporated in Malaysia)

Risk-Weighted Capital Adequacy Framework (Basel II)
Pillar 3 Disclosure

1.0 Overview

2.0

The Pillar 3 Disclosure for financial reporting beginning 1 January 2011 is required under the Bank Negara
Malaysia (“BNM”)’s Risk-Weighted Capital Adequacy Framework (“RWCAF”). This is equivalent to Basel II
issued by the Basel Committee on Banking Supervision. Basel II consists of the following Pillars:

(i) Pillarl
Outlines the minimum regulatory capital that banking institutions must hold against the credit, market and
operational risks assumed.

(i) Pillar 2
Focuses on strengthening the supervisory review process in developing more rigorous risk management framework
and techniques. The purpose of this Pillar is for banking institutions to implement an effective and rigorous
internal capital adequacy assessment process that is commensurate with the scale, nature and complexity of its
operations. It sets out the requirements to assess risks in a holistic manner and beyond the capital requirements for
Pillar 1 risks.

(iii) Pillar 3

Outlines the minimum disclosure requirements of information on the risk management practices and capital
adequacy of banking institutions. The Pillar’s aim is to enhance transparency and market discipline in regulating
the risk-taking behaviours of banking institutions. In turn, this will contribute to BNM’s supervisory monitoring
efforts and strengthen incentives for the banking institutions to implement robust risk management systems.

The approaches adopted by Industrial and Commercial Bank of China (Malaysia) Berhad (“the Bank™), are shown
in table below:

Risk Type Approach Adopted Capital Requirement Assessment
1 |Credit Standardised Approach Standard risk-weights
Market Standardised Approach Standard risk-weights
3 |Operational Basic Indicator Approach (BIA) Fixed percentage over average gross income
for a fixed number of years

The Bank is principally engaged in the provision of conventional banking and other related financial services. The
Bank’s Pillar 3 Disclosure is in compliance with the BNM’s Risk-Weighted Capital Adequacy Framework (Basel
II) - Disclosure Requirements (Pillar 3). The information provided herein has been reviewed and certified by the
Bank’s Chief Executive Officer.

Capital Management and Capital Adequacy

The Bank’s lead regulator, BNM, sets and monitors capital requirement for the Bank. The Bank is required to
comply with the provisions of the Basel II framework in respect of regulatory capital adequacy.

The Bank adopts a prudent and forward-looking capital management approach to ensure it has adequate capital to
support its operations at all times. On top of the minimum regulatory capital requirements, a buffer is added on to
arrive at the Bank’s internal capital target to ensure adequacy of capital to support the current and anticipated
business growth. Internal Capital Adequacy Assessment Process (“ICAAP”) is formulated to identify the material
risks in the business. The material risk areas that are taken into consideration are credit risk, market risk,
operational risk, credit concentration risk, liquidity risk, interest rate risk in banking book, compliance risk, legal
risk, strategic risk as well as reputation risk.
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2.0 Capital Management and Capital Adequacy (continued)

Internal capital assessment is carried out to determine the level of internal capital required by the Bank based on
the Pillar 1 and 2 requirements as well as the assessment of the 3-year financial projection. Capital plan, business
plan and budget are approved by the Board of Directors on an annual basis. The business plan in particular would
set out the Bank’s risk appetite to be in line with the lending direction and business strategies for the coming year.
Senior Management is responsible in ensuring a smooth development and implementation of the ICAAP policy as
well as effective systems and processes are in place. The Bank’s performance against the internal capital levels is
reviewed on a regular basis by the Senior Management. Should there be a need for capital raising exercise, it will
be presented to the Board of Directors for approval.

The Bank undertakes stress test exercise on a half yearly basis to assess the Bank’s capability to withstand the
adverse environment. The stress test will at least cover the exceptional but plausible event and the worst case
scenario. The possible impact to the Bank due to occurrence of adverse events, i.e. significant deterioration in
borrowers’ credit profile, decline in collateral value, erosion in the Bank’s net interest margin and sizeable foreign
exchange loss will be examined. The Bank also performs reverse stress testing to identify potential stressed
scenario that could threaten the viability of the Bank. The results of the stress test together with the proposed
mitigating actions shall be tabled to the Senior Management and the Board of Directors for deliberations.

The Bank’s regulatory capital are analysed as follows:
(1) Tier 1 Capital, which comprises the following:

» Common Equity Tier 1 (“CET1”) Capital, which includes ordinary share capital, share premium, retained
earnings (net of dividends declared), statutory reserve and other regulatory adjustments relating to items that
are included in equity but are treated differently for capital adequacy purpose.

» Additional Tier 1 Capital, which consists of instruments that are issued and paid-up, subordinated to
depositors and perpetual in nature (amongst all other criteria) which are not included in CET1 Capital, the
share premium arising from issuance of such instruments as well as the regulatory adjustments in relation to
the calculation of Additional Tier 1 Capital.

(ii) Tier 2 Capital includes expected credit loss allowance (excluding expected credit loss allowances attributable
to financing classified as impaired) and regulatory reserve.

Capital adequacy ratios of the Bank are computed in accordance with BNM’s Capital Adequacy Framework. For
the year 2020, the minimum regulatory CET1 capital ratio, Tier 1 capital ratio and total capital ratio requirement
are 7.000%, 8.500% and 10.500% on the risk-weighted assets (“RWA”) respectively. The following information
presents the capital adequacy ratios of the Bank and the breakdown of RWA:

(a) Capital Adequacy Ratio 30 Jun 2020 31 Dec 2019
CET1 capital ratio 31.664% 29.937%
Tier 1 capital ratio 31.664% 29.937%

Total capital ratio 32.797% 31.073%
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2.0 Capital Management and Capital Adequacy (continued)

(b) The breakdown of RWA by exposures in each major risk category under standardised approach is as follows:

30 Jun 2020
Risk type Risk-
Gross Net  Weighted Capital
Exposures  Exposures Assets Requirement
RM’000 RM’000 RM’000 RM’000
Credit Risk
On-Balance Sheet Exposures
Sovereigns / Central Banks 574,594 574,594 - -
Banks, Development Financial Institutions
and MDBs 504,849 504,849 125,488 10,039
Corporates 2,995,222 2,995,222 2,522,446 201,796
Regulatory Retail 179,601 179,601 176,415 14,113
Residential Mortgages 95,037 95,037 36,435 2,915
Other Assets 47,353 47,353 39,803 3,184
Total On-Balance Sheet Exposures 4,396,656 4,396,656 2,900,587 232,047
Off-Balance Sheet Exposures
Credit-related off-balance sheet exposures 511,593 511,593 345,030 27,602
OTC derivatives 14,110 14,110 6,582 527
Total Off-Balance Sheet Exposures 525,703 525,703 351,612 28,129
Total On and Off-Balance Sheet Exposures 4,922,359 4,922,359 3,252,199 260,176
Large exposure risk requirement* - - - -
Market Risk Long Short
Position Position
Foreign currency risk 10,843 25 10,843 10,843 867
Operational Risk - - - 323,423 25,874
Total RWA and Capital Requirements 3,586,465 286,917

Note:
MDBs - Multilateral Development Banks
OTC - Over the counter

*The Bank does not need to fulfill the capital requirement for Large Exposure Risk as there is no amount in

excess of the lowest threshold arising from equity holdings as specified in the BNM’s RWCAF.
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2.0 Capital Management and Capital Adequacy (continued)

31 Dec 2019
Risk type Risk-
Gross Net Weighted Capital
Exposures  Exposures Assets  Requirement
RM’000 RM’000 RM’000 RM’000
Credit Risk
On-Balance Sheet Exposures
Sovereigns / Central Banks 729,916 729,916 - -
Banks, Development Financial Institutions
and MDBs 1,233,265 1,233,265 268,026 21,442
Corporates 2,816,685 2,816,685 2,411,632 192,931
Regulatory Retail 179,250 179,250 175,888 14,071
Residential Mortgages 91,342 91,342 34,985 2,799
Other Assets 46,398 46,398 37,962 3,037
Total On-Balance Sheet Exposures 5,096,856 5,096,856 2,928,493 234,280
Off-Balance Sheet Exposures
Credit-related off-balance sheet exposures 697,037 697,037 498,188 39,855
OTC derivatives 6,643 6,643 2,741 219
Total Off-Balance Sheet Exposures 703,680 703,680 500,929 40,074
Total On and Off-Balance Sheet Exposures 5,800,536 5,800,536 3,429,422 274,354
Large exposure risk requirement™* - - - -
Market Risk Short
Position
Foreign currency risk 34 14,229 14,229 1,138
Operational Risk - - 328,538 26,283
Total RWA and Capital Requirements 3,772,189 301,775

Note:
MDBs - Multilateral Development Banks
OTC - Over the counter

*The Bank does not need to fulfill the capital requirement for Large Exposure Risk as there is no amount in

excess of the lowest threshold arising from equity holdings as specified in the BNM's RWCAF.
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3.0 Capital Structure

4.0

The bank’s total capital according to Bank Negara Malaysia’s Capital Adequacy Framework (Capital
Components) is as follows:

30 Jun 2020 31 Dec 2019

Common Equity Tier 1 (“CET1”) Capital RM’000 RM’000
Paid-up share capital 832,609 832,609
Retained earnings 304,399 304,399
Regulatory reserve 17,644 17,644
Foreign currency translation reserve 1,009 (261)
Unrealised gains on financial investments measured at FVOCI 16,462 9,841

1,172,123 1,164,232
Less: Regulatory adjustments applied in calculation of CET1 Capital

- Deferred tax assets (9.814) (11,905)
- 55% of cumulative gains of financial investments measured at FVOCI (9,054) (5,412)
- Regulatory reserve attributable to loans, advances and financing (17,644) (17.644)
(36,512) (34,961)
Total CET1 Capital 1,135,611 1,129,271
Tier 2 Capital
Allowance for credit loss 23,008 25,223
Regulatory reserve 17,644 17,644
Total Tier 2 Capital 40,652 42,867
Total Capital 1,176,263 1,172,138

Risk Management Framework

The Board of Directors establishes the Bank’s risk appetite and risk principles. The Board Risk Management
Committee (“BRMC”) is the principal board committee that oversees the Bank’s risk management. It reviews the
Bank’s overall risk management frameworks and major risk policies. The BRMC is supported by Senior
Management Committee, Management Risk Management Committee (“MRMC”), various functional committees
at management level and Risk Management Department.

MRMC has been established for active Senior Management oversight, deliberating on policies, profiles and
activities pertaining to integrated risk management. All major risk policies have to be deliberated at relevant
functional management committees (including MRMC) prior to escalation to BRMC and Board of Directors for
approval.

The Bank’s risk management policies are established to guide the risk governance activities that cover
identification, measurement, assessment, monitoring and controlling of risks. Risk management policies and
systems are reviewed regularly to suit the evolving operating environment and requirements. The Bank, through its
training, communications, standards and procedures, aims to develope a disciplined and constructive control
environment, in which all employees understand their roles and obligations.

The Board Audit Committee, supported by Internal Audit Department, provides an independent assessment of the
adequacy and reliability of the risk management processes and system of internal controls, and compliance with
risk policies and regulatory requirements.

The Bank has exposure to the following risks, amongst others, from financial instruments:

* Credit risk

» Market risk

* Operational risk
* Liquidity risk
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5.0

Credit Risk

Credit risk is the risk of financial loss to the Bank due to failure of the Bank’s customers or counterparties in
meeting their contractual financial obligations. The credit risk comes primarily from the Bank’s placements, direct
lending, trade finance and funding activities. Credit exposures are managed in a prudent manner and collaterals
are taken whenever required as risk mitigation measures. Periodic credit reviews are performed to assess the on-
going quality of the Bank’s credit portfolio, the impact of pertinent factors on the credit profile of the
counterparties / customers and the collaterals taken.

The Board of Directors has delegated responsibility for the oversight of credit risk to the Credit Committee and
MRMC. These committees are supervised by the Senior Management Committee.

The functions of the Credit Committee are as follows:

« To ensure prudent underwriting standards that are consistent with the Bank’s risk appetite and lending direction
« To deliberate lending propositions and credit related requests

» To review credit exposures periodically to ensure prudent and effective credit risk management

The functions of the MRMC are as follows:

» Reviewing and tracking of the Bank's credit risk management profile
* Reviewing and deliberation of credit policies

» Reviewing and tracking of the credit risk appetite of the Bank

The Bank employs a credit grading system as a tool for determining the credit risk profile of borrowers /
counterparties using appropriate form of scorecards.

MFRS 9 accounting standard requires banks to determine an expected credit loss (ECL) amount on a probability-
weighted basis as the difference between cash flows that are due to the Bank in accordance with the contractual
terms of financial assets and the cash flows that the Bank expects to receive. The ECL model adopted by the Bank
covers the on and off balance sheet credit exposures to sovereign, financial institutions, corporate / commercial
and retail loans.

Under the ECL Model, the credit exposures will be segregated into three stages, namely:
Stage 1: Ordinary / Performing Credit Exposure. (12-Month ECL)

Stage 2: Exposure with Significant Increase in Credit Risk. (Life Time ECL)

Stage 3: Impaired Credit Exposure. (Life Time ECL)

The general provision / impairment for the credit exposures of the Bank will be equivalent to 12-Month ECL or
Life Time ECL, depending on the category of the stages.

Individual assessment is required for an impaired credit exposure (Stage 3). Individually assessed expected credit
loss is required to be provided if the recoverable amount of the loan asset is less than its net carrying amount.
Recoverable amount is the present value of the estimated future cash flows discounted at the original effective
interest rate, or at the current interest rate if it carries variable interest rate.

The ECL Model methodology adopted for provision purposes will be reviewed and monitored on a regular basis
to suit the internal and regulatory requirements.
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5.1 Distribution of Credit Exposures (continued)
(ii) Geographical Analysis

The following tables present the credit exposures of financial assets analysed by geographical distribution based on
the geographical location where the credit risk resides.

| As at 30 Jun 2020
Within Outside
Malaysia Malaysia Total
On-Balance Sheet Exposures RM’000 RM’000 RM’000
Cash and short-term funds 268,436 193,963 462,399
Deposits and placements with banks
and other financial institutions - - -
Financial investments measured at FVOCI 597,830 - 597,830
Financial investments measured at amortised cost 194,033 - 194,033
Loans, advances and financing 2,567,023 502,478 3,069,501
Overdrafts 30,959 - 30,959
Term loans
- Housing loans 97,048 - 97,048
- Syndicated term loans 381,044 372,107 753,151
- Other term loans 298,488 73,929 372,417
Bridging loans 150,296 - 150,296
Bills receivable 270,325 6,688 277,013
Revolving credits 1,215,053 49,749 1,264,802
Bankers’ acceptances 120,760 - 120,760
Staff loans 1,830 - 1,830
Credit card loans 1,220 5 1,225
Statutory deposits with Bank Negara Malaysia 33,089 - 33,089
3,660,411 696,441 4,356,852
Commitments and Contingencies
Contingent liabilities 119,633 181,053 300,686
Commitments 217,918 7,099 225,017
337,551 188,152 525,703

Total Credit Exposures 3,997,962 884,593 4,882,555
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5.1 Distribution of Credit Exposures (continued)

(ii) Geographical Analysis (continued)

10

As at 31 Dec 2019

—

Within Qutside
Malaysia Malaysia Total
On-Balance Sheet Exposures RM’000 RM’000 RM’000
Cash and short-term funds 971,515 206,352 1,177,867
Deposits and placements with banks
and other financial institutions 171,563 - 171,563
Financial investments measured at FVOCI 594,788 - 594,788
Financial investments measured at amortised cost 117,256 - 117,256
Loans, advances and financing 2,300,052 656,051 2,956,103
Overdrafts 32,663 - 32,663
Term loans
- Housing loans 92,228 - 92,228
- Syndicated term loans 404,749 467,105 871,854
- Other term loans 294,339 173,693 468,032
Bridging loans 150,360 - 150,360
Bills receivable 35,266 8,846 44,112
Revolving credits 1,157,175 6,397 1,163,572
Bankers’ acceptances 129,072 - 129,072
Staff loans 1,881 - 1,881
Credit card loans 2,319 10 2,329
Statutory deposits with Bank Negara Malaysia 41,317 - 41,317
4,196,491 862,403 5,058,894
Commitments and Contingencies
Contingent liabilities 145,208 218,220 363,428
Commitments 327,300 12,952 340,252
472,508 231,172 703,680
Total Credit Exposures 4,668,999 1,093,575 5,762,574
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Registration No. 201001000001 (839839M)
5.2 Credit Quality of Loans, Advances and Financing

(i) Impaired loans, advances and financing analysed by:
30 Jun 2020 31 Dec 2019

RM’000 RM’000
a) Sector

Wholesale & retail trade and restaurant & hotels 1,156 1,105
Household 58 12
1,214 1,117

b) By geographical distributions
Within Malaysia 58 12
Outside Malaysia 1,156 1,105
1,214 1,117

(ii) Past due but not impaired loans

Household 213 158

All past due but not impaired loans were from customers residing in Malaysia.

(iii) Expected Credit Loss Allowance broken down by geographical location

The following tables present the expected credit loss allowance of loans, advances and financing analysed by
geographical distribution based on the geographical location where the credit risk resides.

30 Jun 2020
Within Outside

Malaysia Malaysia Total

RM’000 RM’000 RM’000

Loans, advances and financing 43,995 5,681 49,676

Overdrafts 894 - 894
Term loans

- Housing loans 141 - 141

- Syndicated term loans 9,105 2,761 11,866

- Other term loans 4,525 486 5,011

Bridging loans 987 - 987

Bills receivable 4,736 3 4,739

Revolving credits 22,248 2,431 24,679

Bankers’ acceptances 1,349 - 1,349

Staff loans 3 - 3

Credit card loans 7 - 7

43,995 5,681 49,676

31 Dec 2019
Within Outside

Malaysia Malaysia Total

RM’000 RM’000 RM’000

Loans, advances and financing 35,813 5,751 41,564

Overdrafts 982 - 982
Term loans

- Housing loans 133 - 133

- Syndicated term loans 9,306 4,093 13,399

- Other term loans 4,628 1,175 5,803

Bridging loans 988 - 988

Bills receivable 659 3 662

Revolving credits 17,479 480 17,959

Bankers’ acceptances 1,622 - 1,622

Staff loans 3 - 3

Credit card loans 13 - 13

35,813 5,751 41,564
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Registration No. 201001000001 (839839M)

5.2 Credit Quality of Loans, advances and Financing (continued)

53

(v) Movements in allowance for impairment on loans, advances and financing

15

Stage 1 Stage 2 Stage 3 Total
RM'000 RM'000 RM'000 RM'000
As at 1 January 2020 27,460 14,104 1,117 42,681
New assets originated 5,180 3,475 2 8,657
Assets derecognised or repaid (4,050) (1,595) @ (5,649)
Transfer to Stage 1 23 ®) (18) -
Transfer to Stage 2 3) 3 - -
Transfer to Stage 3 - (€)) 1 -
Changes due to change in credit risk (576) 5,369 61 4,854
Changes in model/risk parameter - - - -
Write-offs - - - -
Foreign exchange adjustments 292 - 55 347
As at 30 Jun 2020 28,326 21,350 1,214 50,890
Stage 1 Stage 2 Stage 3 Total
RM'000 RM'000 RM'000 RM'000
As at 1 January 2019 15,954 11,640 1,188 28,782
New assets originated 21,171 1,859 9 23,039
Assets derecognised or repaid (10,151) (13,771) ) (23,923)
Transfer to Stage 1 489 (468) 1 -
Transfer to Stage 2 (3,064) 3,064 - -
Transfer to Stage 3 B ) 1 -
Changes due to change in credit risk 2,923 12,085 31 15,039
Changes in model / risk parameter 195 (304) - (109)
Write-offs - - (73) (73)
Foreign exchange adjustments (57) - (17) (74)
As at 31 December 2019 27,460 14,104 1,117 42,681

Off-Balance Sheet Exposures and Counterparty Credit Risk

Off-balance sheet exposures of the Bank arise mainly from the following;:

+ Bank guarantee which represents the Bank’s undertaking to make payment to the beneficiary in the event the
customer being unable to meet its obligations to the latter.

* Undrawn credit commitment represents the Bank’s commitment to extend credit for approved credit facilities which
have yet to be fully utilised within the availability period.

e Documentary letter of credit is the Bank’s undertaking on behalf of customer to make payment in relation to trade

transaction.

» Derivative financial instruments.

Counterparty credit risk on derivative financial instruments is the risk that the Bank’s counterparty in a derivative
contract is unable to meet the terms of the contract upon maturity. To mitigate the risk, the creditworthiness of the
counterparty is thoroughly assessed and on a case to case basis, collateral may be required.
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5.3 Off-Balance Sheet Exposures and Counterparty Credit Risk (continued)
(i) Composition of Off-Balance Sheet Exposures

The off-balance sheet exposures and their related counterparty credit risk of the Bank as at the respective reporting dates
are as follows:

30 Jun 2020
Positive
Value of Credit Risk-
Principal Derivative Equivalent Weighted
Amount Contracts Amount Assets
RM’000 RM’000 RM’000 RM’000
Credit-related exposures
Direct credit substitutes 717,085 - 77,085 15417
Transaction-related contingent items 390,278 - 195,139 125,677
Short t.erm §elf-liquidating trade-related 142,309 R 28,462 18,313
contigencies
Other commitments, such as formal standby
facilities and credit lines, with an original
maturity of’
- Exceeding one year 79,264 - 39,632 38,285
- Not exceeding one year 814,487 - 162,897 141,055
Unutilised credit card lines 41,890 - 8,378 6,283
Derivative financial contracts
Foreign exchange related contracts:
- Less than one year 1,034,806 5,086 14,110 6,582
Total 2,580,119 5,086 525,703 351,612
31 Dec 2019
Positive
Value of Credit Risk-
Principal Derivative Equivalent Weighted
Amount Contracts Amount Assets
RM’000 RM’000 RM’000 RM’000
Credit-related exposures
Direct credit substitutes 73,674 - 73,674 14,735
Transaction-related contingent items 528,489 E 264,244 186,131
Short t.erm s.e]f-liquidating trade-related 127.550 i 25,510 21238
contigencies
Other commitments, such as formal standby
facilities and credit lines, with an original
maturity of;
- Exceeding one year 206,672 - 103,336 69,814
- Not exceeding one year 1,110,377 - 222,076 200,122
Unutilised credit card lines 40,984 B 8,197 6,148

Derivative financial contracts

Foreign exchange related contracts:
- Less than one year 558,715 2,014 6,643 2,741

Total 2,646,461 2,014 703,680 500,929




Registration No. 201001000001 (839839M)

5.4 Credit Risk Mitigation

17

The Bank takes prudent approach in granting credit facilities to customers. The main considerations in the credit
assessment process include customer’s credit-worthiness, reliability of source of repayment and debt servicing ability.
Credit Risk Mitigation (“CRM”) such as collateral and guarantee provide further comfort to the Bank’s exposures but
these are deemed as the secondary safeguard measure. Depending on the credit standing of a customer, the Bank may
provide facilities to the customer on a clean basis. It is in the interest of the Bank to diversify its unsecured exposures to
a larger pool of clients that carry good credit grade.

As at the respective reporting dates, the main types of collateral obtained to mitigate credit risks are in the form of cash
deposit, bank guarantee, standby letter of credit, quoted shares and property. Corporate guarantee and personal
guarantee are often taken if such credit supports could effectively mitigate the credit risks.

Prior to accepting the CRM, proper assessment on the aspect of legal enforceability of the collateral and guarantor’s
credibility will be undertaken to arrive at reasonable security coverage. Valuation on the property taken as CRM is
required prior to the loan’s drawdown.

Proper legal documentations are in place to ensure that the Bank’s interests are protected and CRM are enforceable in
the event of default by the customer. The value and status of CRM will be reviewed periodically (at least once a year) to
ensure the Bank’s exposures remain adequately covered. For collateral the value of which fluctuates in a more frequent
and volatile manner, such as quoted securities, the collateral value is marked to market periodically for close monitoring,
Top up of collateral may be required to bring the loan-to-value ratio back to a satisfactory level in the event of sharp
deterioration in the collateral value.

In order to manage any potential concentration risk within the mitigation taken, there is a report prepared on a regular
interval to track the concentration level. Thus, the CRM concentration risk is appropriately managed whilst on going
efforts are in place to grow the loan portfolio in a diversified manner.

There is no netting arrangement in place for the Bank’s existing on and off-balance sheet exposures. The netting
arrangement will be considered on an as-and-when basis to minimise the Bank’s risk exposures.

The following tables present the credit exposures covered by guarantee (bank guarantees) and eligible financial
collateral (fixed deposits) as at the respective reporting dates:

30 Jun 2020

Total

Exposures

Total Covered by

Total Exposures Eligible

Exposures Covered by Financial

Before CRM Guarantees Collateral

Credit Risk RM’000 RM’000 RM’000
On-Balance Sheet Exposures

Sovereigns / Central Banks 574,594 - -

Banks, Development Financial Institutions and MDBs 504,849 - =

Corporates 2,995,222 - 303,517

Regulatory Retail 179,601 - 2,554

Residential Mortgages 95,037 - 559

Other Assets 47,353 - -

Total On-Balance Sheet Exposures 4,396,656 - 306,630
Off-Balance Sheet Exposures

Credit-related off-balance sheet exposures 511,593 103,969 5,006

OTC derivatives 14,110 - -

Total Off-Balance Sheet Exposures 525,703 103,969 5,006

Total On and Off-Balance Sheet Exposures 4,922,359 103,969 311,636
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54

5.5

Credit Risk Mitigation (continued)

31 Dec 2019

Total

Exposures

Total Covered by

Total Exposures Eligible

Exposures Covered by Financial

Before CRM Guarantees Collateral

Credit Risk RM’000 RM’000 RM’000
On-Balance Sheet Exposures

Sovereigns / Central Banks 729,916 - -

Banks, Development Financial Institutions and MDBs 1,233,265 - -

Corporates 2,816,685 - 288,421

Regulatory Retail 179,250 - 4,701

Residential Mortgages 91,342 - 569

Other Assets 46,398 - -

Total On-Balance Sheet Exposures 5,096,856 - 293,691
Off-Balance Sheet Exposures

Credit-related off-balance sheet exposures 697,037 209,318 10,260

OTC derivatives 6,643 - -

Total Off-Balance Sheet Exposures 703,680 209,318 10,260

Total On and Off-Balance Sheet Exposures 5,800,536 209,318 303,951

Note:

MDBs - Multilateral Development Banks
OTC - Over the counter

Assignment of Risk Weights for Portfolios Under The Standardised Approach

The Bank refers to the credit ratings assigned by credit rating agencies in its calculation of credit risk-weighted assets.
The following are the External Credit Assessment Institutions (“ECAI”) ratings used by the Bank and are recognised by
BNM in the RWCAF:

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

(b) Moody’s Investors Service (“Moody’s”)

(c) Fitch Ratings (“Fitch”)

(d) RAM Rating Services Berhad (“RAM”)

(e) Malaysian Rating Corporation Berhad (“MARC”)
(f) Rating and Investment Information, Inc. (“R&I”).

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

(a) Sovereigns / Central Banks
(b) Banking institutions
(c) Corporates

Under BNM RWCAF, an exposure would be deemed to have an external rating if the issuer or the issue has a rating
provided by ECALI that has been recognised by BNM. In cases where an exposure does not have an issuer or issue rating,
the exposure shall be deemed as unrated and shall be accorded a risk weight for unrated exposures in their respective
exposure category.

There are cases where a borrower / securities issuer or financial instrument is rated by more than one ECAI In such
cases, all available external ratings of a borrower or an issue from recognised ECAIs must be captured and the following
rules must be observed:

* Where 2 recognised external ratings are available, the lower rating is to be applied; or
« Where 3 or more recognised external ratings are available, the lower of the highest 2 ratings will be used for capital
adequacy calculation purposes.



%08

palelun)
%061 aor+d aorid D01+D00 aor+320 Dol [ee) aor+200 S
%001 -4 01 +94 £g 0y 199 -d 01 +99 -g 03 +99 £g 01 jeg - 0) +99 ¥
%05 -4d9 0 +d499g cggd o 1999 -ddd o1 +d4dd -gdd o) +94d9 geed 0} [eeg -gdd o1 +d4d9 €
%0S -V 01 +V Vo1V V01 +V V01 +Y V0l [V V014V 4
%0¢ -VV 01 VYV EVV 01 VVV “VV 0} VVV -VV 01 YVV cey 0] eey -VV 01 YVV I
A10839)8))
BPA ST JUVIN VY  E2! | gy s ApOOIA d»s Suney
suonmpsuy Sunjueg
%051 D0 +D0D aor+000 D0 [ee) d o +200 S
%001 -g 01 +99 -d 01 +g4 £g 01 [eg -d 0l +44d ¥
%08 -gd9g o +999 -gdad o1 +d99 geed 0} [eeg -dg4g 0 +d94 ¢
%0¢ -V 01 +V -V 01+V AT 2 B AVER Y 4
%0 AL N ALY VYV O VYV gey 0) BRY VYV 0l yVV I
d®S L10898)
3P NS I»d U s Apooly Suney

syueyq [21UI)) / SUSIIIA0S

"yoroiddy pasipiepuelg oy} 19pun amsodxa yoes 01 A1jenb jiporo SuruSisse ur pasn sauoSojes Surjel pue siyS1om Ysil o) jo Arewwins e st SUIMO[[0] SYL
"pausisse o1e siojueiens oy Jo 1By} O] IB[IUNS STYBom JsLI ay) ‘siojuerend pajer 1o 9[qIST[e Aq pansst seajuerens £q painoas a1e saInsodxa IPaId ) IIYM SISeD U]
(ponunyuo) yoeoaddy pesipaepue)g 3y [, Japuy) SOI[oJ310J 0] SIYSIIAA S JO JUdwaSIssy  ¢°g

(N6£86£8) 100000100107 "ON uoHRUSIFY



%001 paleIuN)
%051 ao+4g aoid ao+4g ao+g 001 1d aor+g 4
%001 -d4d 01 +d94d £dd 01 1d94d -94 01 +99d9 -dd9 01 +999 geq 0} jeeq -d4d 01 +d9494 ¢
%08 VOl+V £V 0l IV VOl+V "V O01+V LV 011V -V 01+V 4
%0¢ “VVOIVVV EVV O VVVY “VV 0l VVV “VVOIVVV ¢BY O} eRY BAAYAAAY 1
1B ST AVIN &2 | gNLg s Apoopy| d®s ot
) ) ) Suney
sjeaodao)
%0T pajelun)
%051 S
%09 L4
%0¢ %0¢ ¢
%0C <
%07 !
sqjuomi ¢ >
.Moabm.EaME (sypuout 9 > L1039e)
[euiS1i0) Jo Hrmjeul [euISLI0) Suney
. 1Y31M ST
suonMysu] supjueyg

(ponuyuos) goeoaddy pasipiepuelg Y], IpU[) SONO))I0J 0] SISIIAN SR JO JUIWUSISSY GG

(N6£86€8) 100000100T0T "ON UonenSIZay



17

LE0'S6 LEO'S6 ¥ = = = Sa3e3LO [eHUSPISSY
SaImsodxq 199Ug eoue[eg-1JO pue up
000. N 000.IN 000. 000. N 000. N1 000. N1
18101 pajeu() L4 € (4 1
_ S35 51I0TA] [EUIPISIY JO SSuney g
€0V°LET €OP'LET - - - - [re1ay A1ojengay
SamsodXH 1294S 2dueed-1JO pue uQ
000. N1 000 000. N 000. N 000. N 000. N
[LALA pajeaun) L4 € (4 !
_ 119y A1038M3aYy jo ssupey _
I8S°LIE’E 8€0°SL6'C s . 960'¥CT 8¥+'89C sareodio)
SaInsodxd 1934S 2oue[eq-1JO pue uQ
000. I 000. N 000. 000. A 000. N 000. N1
11001 pajeauf) L4 € (4 1
[ sajexodio) jo sSuney ]
0v6°'L09 " = - - PI0‘TZE 976'98¢ S1AQ Pue SHAN ‘Syueg
SaIMsodx{ 1994S 20ue[eg-1JO pue uQ
000. N 000. N1 000. N1 000. N 000. N 000.AA 0001
e pajeaun) S L4 € (4 1
# SUOTINJIISU] BUD{uBg JO SSUNBY _
¥6s'vLS P6S'vLS = S = = = syueq |eNUd)) / SUTI2I0A0G
Samsodxq 199US 290UE[eg-JJO pue uQ
000. N 000. A0 000. N1 000.I A 000. N 000. N 000. N
18301, p3jerur) S L4 € (4 1

Sueq [e1JUd)) / SUSIAIIA0S JO sBUEY

100 sunf o¢ 1e se Junea Ayenb 11pa1d ay) 0 Surpiosoe pasuoFares ‘sainsodxa 31paio oy jussaid so[qel Sulmor[oy oy L.

(ponuyuoo) goeoaddy pasiprepue)g Y], 19pu[) SON0JII0] 10§ SIYSIIA YSRY JO JuswuSissy ¢

SIVDM 134 sV saansodxy pajey (1)

(N6£86£8) 100000100107 "ON UoneNSIZay



(44

suoynysuy [puDULy 1Wawdoaaa(J - S[4d
syuvg juaudojaad(q o210 - SN

210N
TrE'16 TreE16 - - - s $08eS U0 [RUUSPISSY
SoINSodXH J99US 20ueeg-1JO pue uQ
000N 000N 000.Nd 000N 000N 000N
[BI0L pajerur) 14 3 [4 1
_ 593310\ [enUSPISaY JO SFunRy
§T0°¢€T §T0°€ET 2 = = ® 11230y Alojen3ay
SaInsodxH jeoyg 9oue[eg-}JO pue uQ
000.Nd 000.Nd 000.Nd 000. NI 000.Nd 000.NY
8301 pojeluf) 14 3 [4 1
_ [1e1oYy A101R[NS0Y JO sFuney
TYT'6LE'E LEGEV6'T 18S°+T - vL6°€0T 058°90C sajerodio)
saInsodxd 19aUS Soue[eg-}JO pue uQ
000.Nd 000.Nd 000.Nd 000N 000.NY 000.Nd
2101 pajeury 14 € [4 !
_ sajeIodio)) jo suney
6v0°67¢€°1 2 E - - 608°¢t9 0tC's89 1A pue SGAN ‘syueq
Sa1msodx 199§ ddueeg-JO pue U0
000.Nd 000 000N 000N 000.Nd 000N 0001
[e10L pejelun) S ¥ € [4 1
_ suonmnsu] unjuegq jo ssuney
916'6ZL 916°6TL - = - = - syueq [e1U)) / SUTIOIA0G
SaImsodxd 199§ 29Ue[eg-1JO pue uQ
000.Nd 000. M 000.Nd 000N 000N 000.Nd 000.NY
[e10L pajelupn) S ¥ € (4 1

_

Syueq [2IIUD)) / SUSIAIA0S JO STUNRY

16107 19quIada(T 1€ 18 se Sunel Aifenb 11paI1d oy 03 Surpiodoe pasoFales ‘sainsodxa 31paio oy jussaid sajqr) Sumor[o] ay T,

(panuyuos) sy Yy 134 sy saansodxy pajey (1)

(panuyuoo) yoeoaddy pasipiepuelg 3], 19pu) SOHOJII0J 10J SIYSIAN SR JO yudwuSIssy  ¢'¢

(W6£86£8) 100000T0010Z "ON UonRNsIZay



SUOymINSUL [D1UVULT TUIWA0J2A3(T - ST

syung jusumdo]aaa(q v - SSAIN
210N

z g = - - - oseq [ende) wolj uononpa(y

%1°6S %L 9L %¢ 8¢ %0756 %C 18 %8'1¢C %00 WS1oM ySTY 28BIAY
ey €0L°0Y $86° ¢ L8E1TT 687°SY8'T 860°L8C B saInsodxy Aq s108sy parySom sty

T 6TH'E 9¢5°008°S 1+0°cS re16 $T0cET 8L9°LLEE PESSTIET 916°6TL sarmsodxq [2I0],
688°0S6°C 688°0S6'C 97S'6¢ 60¢'1 TTI°80T TE6°T0LT = - %001
$9T¢C1 989°L1 - - 989°L1 - - - %SL
¥S0°0ST 601°00€ LES 09L°S1 - YL6°€0T 8€8°6L : %08
96L°ST €0L'EL ¥ €0L L > = 7 = %S¢
81+°68C 880°Lib 1 47294 = - 058°90C 969°S€T°T = %0¢
" 190°T10°1 9¢H'8 0LS LITL 69T = 916°6CL %0
000.Nd 000. A 000.Nd 000N 000. NI 000.Nd 000.Ad 000.Wd SIYSIIM ST
S19SSY uoneSuIA SN S1OSSY s93e3UON ey sarelodio) S[Id pue s = syueq 6107 920 1€
paIySom upar)) 29 SumjoN Y0 [enuopISay Kioyenday ‘syjueg [enus)
-sny [B10T, IoYy sainsodxd [0 / uS1910A0§

_ UOIIEBNIIA JSTY HPI)) PUE SUINAN J91Je SaInsodxy _

= = = - - - - aseq [ende) woiy uononpa(

%T1°99 %S'SL %E'8E %T1°S6 %E'€8 %8'€T %00 WYBIap NSty a8eioay
661°7ST'E L8E9Y SEP9E SLL'STT 869°708°C S06°0FT = samsodxy Aq $19ssy paySrom sy
661°TST°C 6SE°TT6 Y €94°19 8€0°S6 TOV'LET $€6°79€°C LT6°06S P6SPLS sansodxq (810,
L6EYY6'T LO6ETP6'T ISH'py 0T 789°T1C 096°989°C E - %001
£60°v1 16L°81T = - T6L°8T - = - %SL
PSETII 89L°7TT %41 €08°91 » 96071 9TL18 & %0S
0€L9T 1LE'9L - TLE9L = - . - %S¢
S6S°SST 9L6'LLL 07€‘6 - - 8H°897 807°00S - %0T
s 950788 6vs‘L 09s 6769 1§ %14 £66°8 P6S‘bLS %0
000.JAR 000. Y 000. A 000. A 000. Y 000. A 000. A 000. A SIS1oMm sy
[SENN uoneSnIAl STy Sjossy Sa3e3)I0TA] ey saqeaodio) SpIQ pue sEQIN  syueg ozoz ung o¢
PSR NPpaI) 7 SWIAN _YPO [enuapIsay  A1ojem3ay ‘syueq [enua)
=)sny [e10], TPV samsodxy [vioL / USIIIA0G

_ UONESIA YSRY MPAI) puE Sunjay I9)Je saansodxy _

:so7ep Surodar aAn0adsar oYy Je se sjyS1om Ysu Aq saimsodxa IpaId Jo umopyeaiq oy juasaid sa[qes Suimoro) oy,

yoeoxddy pasipaepur)g oy ], 1opuy) soTjoj1a0 10§ SIYSIOAL YSIY Jo JusmuSissy (1)
(panunuos) Yoeoaddy pasipiepus)g Sy, J9puy) SOI[0J)10J J0f SIYSIGAL YSTY JO JUAUIUISISSY  S°C
€C (N6£86€8) 10000010010 "ON UonESIZay



Registration No. 201001000001 (839839M)

6.0 Market Risk

6.1

Market risk is the risk of loss arising from movements in market variables, such as interest rates, foreign
exchange rates or volatility risk in the prices of any form of instruments. The Bank has established
governance process for market risk management that covers the activities of identifying, measuring,
monitoring, controlling and reporting market risks on a timely basis. The objective of market risk
management is to manage and control the market risk exposures within acceptable range according to the
Bank’s risk appetite.

The types of market risks mainly include interest rate risk and foreign exchange rate risk. For derivative
contracts that the Bank enters into with its counterparties, the Bank will square its position by entering into
offsetting trades with other financial institutions. The netting arrangements, if required, will be considered on
a case-to-case basis to minimise the credit risk of its derivative counterparties as the cash flows are netted on
the settlement date. For interest rate risk, the Bank conducts gap analysis through sensitivity testing and seeks
to closely manage the interest rate sensitivity gap. The Asset and Liabilities Committee (“ALCO”) plays a
critical role in monitoring the Bank’s overall interest rate risk profile and the Bank’s earnings sensitivity in
the changes in interest rate.

The Bank does not engage in any proprietary trading activities. Exposures arising from normal banking
activities (deposits, loans, foreign exchange, etc) are managed accordingly to minimise and preferably
eliminate exposure to market risk. All risks related to treasury activities will be managed according to, and
within the authorised risk limits.

The minimum regulatory capital requirement for market risk exposures for the financial year is disclosed in
note 2.0 (b).

Interest Rate Risk in the Banking Book (“IRRBB”)

The projection, by using the repricing gap method, assumes that interest rate moves up and down parallelly
by 100 basis points (“bps”) across all maturities for all the interest bearing assets and liabilities. It is further
assumed that all positions are repriced at the mid-point of each time band and will run to maturity. The
repricing profile of loan that does not have maturity is based on the earliest possible repricing dates. The
impact on earings and economic value is measured on a monthly basis.

The table below illustrates the impact under a 100 bps parallel upward / downward interest rate shock on the
Bank’s earnings and economic value.

30 Jun 2020 31 Dec 2019

-100 bps +100 bps -100 bps +100 bps

RM’000 RM’000 RM’000 RM’000
Impact on net interest income
Ringgit Malaysia (8,987) 8,987 (11,381) 11,381
United States Dollar (547) 547 (1,340) 1,340
Chinese Renminbi (805) 805 (441) 441
Others (143) 143 (127) 127
Total (10,482) 10,482 (13,289) 13,289
Impact on economic value
Ringgit Malaysia 13,582 (13,582) 10,060 (10,060)
United States Dollar (1,186) 1,186 (1,606) 1,606
Chinese Renminbi 419) 419 (125) 125
Others (249) 249 (170) 170

Total 11,727 (11,727) 8,159 (8,159)
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7.0

8.0

Operational Risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the
Bank’s processes, personnel, technology and infrastructure, and from external factors other than credit,
market and liquidity risk.

Every department is responsible for understanding the operational risks inherent in its material products,
activities, processes and systems. They are responsible for the management of operational risk on a day-to-
day basis. The Bank has adopted the following standards and management measures in managing operational
risk:

* requirement for appropriate segregation of duties, including independent authorisation of transactions

« requirement for reconciliation and monitoring of transactions

« compliance with regulatory and other legal requirements

* documentation of controls and procedures

* development of contingency plans

* training and professional development

» ethical and business standards

« risk mitigation, including insurance where applicable

The minimum regulatory capital requirement on operational risk exposures for the financial period is
disclosed in note 2.0 (b).

Liquidity Risk

Liquidity risks are the risks when the Bank fails to raise funds to meet the present or future obligations due to
customers or counterparties. The potential liquidity risks of the Bank mainly include customers’ premature
and collective withdrawal, overdue repayment from counterparties, mismatch gap in asset-liability maturity
structure and difficulties in realisation of assets.

The management of liquidity and funding has been carried out in compliance with regulatory requirement as
well as management requirement and limits set by the Assets and Liabilities Committee (“ALCO”). The Bank
maintains a strong liquidity position and constantly manages the liquidity profile of its assets, liabilities and
commitments to ensure that cash flow requirements are appropriately satisfied and all obligations are met
accordingly.

The Bank has been continuously maintaining relationship with new and existing depositors and funding
counterparties to grow the funding base in a diversified manner.
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