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OVERVIEW
THE YEAR IN QUESTION - 2020




THE YEAR IN QUESTION - 2020 4

Covid-19 Pandemic

* The pandemic has caused a devastating impact to the economy and an
unprecedented disruption to human lives and businesses.

Business disruptions

* We had to navigate through severe financial and operational challenges while
rapidly addressing the needs of our customers and ensure the continued
confidence of all our depositors and other stakeholders.

Mandatory Moratorium

» Compulsory 6-month deferment for all financing repayments from April-September 2020 as a
proportionate response as Malaysians struggled with a record high unemployment rate of 4.5% in 2020.

+ B40/M40/Micro Enterprise Targeted Repayment Assistance, a continued program to this day.

* These have led to our first ever Modification Loss of over RM500m and a significant ECL of RM383m
making a big dent to our profit/loss position.

Revision of Business Plans & Targets

* We revised our Business Plan and targets in June 2020 to adapt to the disruptions and effectively
navigate through the pandemic with defined plans and strategies.

Proactive collections / Restructuring / Assistance

* We had rescheduled / restructured financing as well as provided assistance to our
customers affected by the pandemic to the tune of over RM9.0b as at May 2021. As
at 2020, it was approximately RM6.3b or 70% of the present gross outstanding.
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FINANCIAL YEAR 2020
PERFORMANCE




GROUP REVENUE IMPROVED BY 4.4%
PBT REDUCED BY 53% DUE TO MODIFICATION LOSS AND
HIGHER IMPAIRMENT DUE TO COVID-19 PANDEMIC

2 863m 3,012m

854m 897m
|
(116m) (114m)
2018
) . . 2019
Obtained Islamic Banking . .
Licence Operational Readiness
M Revenue PBT © Impairment
il
([ o] ]

Note: All figures in this presentation are in RM, unless otherwise specified

3,146m

428m

2020
Navigating through the Pandemic
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® Modification loss




TOTAL ASSETS REGRESSED BY 4.5%

50.7b
48.4b
45.4b D
4.3b 2.9b 1.9b
2018 2019 2020

~~ Cash & equivalents I Financial instruments H Net financing Statutory deposit
MBSB I PPE & Intangibles I Others —e—Total assets '



LIABILITIES AND SHAREHOLDERS’ EQUITY
REDUCED BY 4.5%

50.7b

0.8b 48.4b
3.0b 0.8b
2.5b 2.7b

7.8 8.6 8.9

2018 2019 2020

"~ Total Equity B Deposits Cagamas Sukuk (SC Murabahah and Wakalah) B Others '



CAPITAL REMAINS HEALTHY AND WELL ABOVE
REGULATORY REQUIREMENTS

CET 1/Tier 1 Total Capital
20.77% )
18.44% 19.24% o ’ 23.48% 25.09%
o— ® 19.62% ¢
15.33% o 16.26% "°/ggs’%‘7 220-80%
o (o]
13.38% — 14V
19.25%
19979 14.09% 14.88% 18.44% 0
o 13.50%
2018 2019 2020 2018 2019 2020
=®-Group =@=Bank Group Bank ~®-Group  =@=Bank Group Bank

Regulatory requirements
e CET 1: 7.0% Tier 1: 8.5% Total Capital: 10.5%
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LIQUIDITY DROPPED BUT REMAINS SUFFICIENT

NSFR

107.41%

100.46%

88.35%

93.59%
81.11%

2018 2019 2020

=@®-Bank Group =@=Bank

* No NSFR requirement at Group level

LCR

295.90%

214.78% 203.09%

0,
210.33% 193.15%

2018 2019 2020

=@-Group =@-Bank & Bank Group

yV



2 9% 3.3%
(o]

0496

2019 2020
Group Net Profit Margin

8.8% .
Y 7% 1.5%
!anhout
Loss
2019 2020
: Group Return on Equity

MBSB

FINANCIAL RATIOS

29.5%
24.5%
‘||||||I [ |IIIIIII
2019 2020

Group Cost to Income Ratio

1.5%
{)gq@,_ ....... - -0.2%
|
0,
' 1.3% IW|thout
Mod
Loss
2019 2020

Group Return on Assets

11

Asset Quality
2.9%

2.4%
+0.5%

B 1

2019 2020

Bank Group Gross Impaired
Financing Ratio

1.7%
1.29
IIIIIill\ ()5%)||||||||
2019 2020

Bank Group Net Impaired

Financing Ratio '
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FORWARD LOOKING
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BUSINESS PLAN 2021 (“NAVIGATING THROUGH THE PANDEMIC”) 13

GUIDING PRINCIPLES

>

OPTIMIZE INCOME OPERATIONAL

EFFICIENCY

SUSTAINABILITY ASSET QUALITY




BUSINESS PLAN 2021 (“NAVIGATING THROUGH THE PANDEMIC”) 14

STRATEGIC OBJECTIVES

Q Explore ‘

|{_|I Optimize ‘

Expand existing core
and new products/

@ Preserve 4

Optimize customer businesses
reach through digital

Sustain core capabilities and

competencies in order technology

to sustain stakeholders’ enhancements

confidence




JOURNEY 25 ASPIRATIONS & THE WAY FORWARD 15

Journey 25

Digital Capabilities Journey

2024 A JFE
....... Yy
' 2023 ‘ Ref Matured
20 2 eform Financial
Revitalise Institution
2021 ‘ IRecovizry

2020

‘ Navigating
Thro h the
4 2019 Banking on Pandem,c J25 Asplratlons
Technology @ = & = & == & = =
2018 Operational &Y
Obtained Readiness Corporate
Islamic Exercise
Banking

license

& 4
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JOURNEY 25 ASPIRATIONS / TARGETS

TO BECOME A FULLY MATURED FINANCIAL INSTITUTION BY 2025 gysiNESS

CONTINUED STRATEGIES A

* Islamic trade finance
turnover/volume to grow
between RM14billion and

RM16billion
‘ * Local/Regional player in
- RETURN ON EQUITY trade finance
(] — (0) .
+ DELIVERABLES (TECH), VB COLLABORATIONS ROE - No lessthan 10% . New business streams
NEW BUSINESS STREAMS
MARKET/NEW FRONTIERS » Collaboration with Islamic
TRADE FINANCE FOCUS Corporation for Development
(ICD)
OPERATIONS . . .
REGIMENTED COST MANAGEMENT ® Em’t";'irft? MIdS/IIEI\Elet and
EFFICIENCY orth African ( )
PROCESS IMPROVEMENTS countries
IMPROVE EXTERNAL
MANAGEMENT/STAFF RATING

CORPORATE CULTURE / PROFESSIONALISM
SPIRIT OF OWNERSHIP / TOGETHERNESS
QUALITY STAFF

* Improve Rating to AA

SUPPORTED BY DIGITAL ENABLEMENT %
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2020 ACHIEVEMENTS IN DIRECT VALUE DISTRIBUTED - SUSTAINABILITY 18

EMPLOYEES
RM288 mil paid to employees in
16.1% benefits, salaries and bonuses
REINVESTMENT ................................................................ SHAREHOLDERS
RM1,038 mil retained for MBSB’s RM]"S billion RM201 mil dividend paid t(.)
reinvestment and growth direct value shareholders for the financial year
generated and ended 31 Dec 2019
distributed
.................................... GOVERNMENT

RM181 mil paid to the government
in taxes and zakat which
contributes to building Malaysia

SOCIETY

RM1.2 mil in non-zakat charitable donations

PARTNERS & ALLIANCES

RM81 mil paid to partners, suppliers and service providers

N
i '
MBSB




2020 ACHIEVEMENTS IN INDIRECT VALUE DISTRIBUTED - SUSTAINABILITY 19

CUSTOMERS

* 84.4% Customer Satisfaction Index Score

BOARD OF DIRECTORS

* Gender, skills, qualification and expertise
diversity

» Cumulatively approved and accepted RM426 mil of
. green financing
* Reliable management and sys 1
* Expanded sector limit for renewable energy
financing from RM1.2bil to RM1.8bil in FY2020

FY2020 indirect

SOCIETY value generated MEDIA & ANALYSTS
* Clean energy generation of 51.53MW 4 and distributed 2
from MBSB'’s financing portfolios + 220,177 social media reach
» Improved energy efficiency with green 3 + Enhanced brand quality with award winnings such
building headquarters as Highest Growth PAT over Three Years from
The Edge Billion Ringgit Club 2020, Best Financial
* Philanthropy and CSR activities with Institution Group Islamic Finance Deal of the Year
a total contribution of more than REGULATORS and Best Islamic Finance Wealth Management
RM3.8 mil Bank by Alpha Southeast Asia Awards 2020

» Zero incidents of confirmed corruption

&~ + Zero fines and non-monetary sanctions
|g for non-compliance with laws and
regulations
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TARGETED REPAYMENT ASSISTANCE




TARGETED REPAYMENT ASSISTANCE 21

Establishment of Care Unit (July 2020) Type of Customer No of Customers
@ 'ndividual 47,335 (RM5.8Db)
Chaired by PCEO Personal Financing 42,043
Property Financing 4,765
Auto Financing 527
Steering Committee comprises Corporate/SME 31 (RM733m)
Senior Management team ‘%—
SME 26
Corporate 5

Retail: Ensuring effective implementation of the
Bank’s Targeted Payment Flexibility Programs for

customers affected by Covid-19 pandemic MCO 3.0

Continued Targeted Repayment Assistance

Corporate: Relationship managers actively
engaging with affected corporate customers Individuals & SMEs - Financing moratorium for 3 months; or

"~ 50% reduction in instalment payments for 6 months
B
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MSWG QUESTIONS
AND
ANSWERS
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MSWG QUESTIONS

Subject No of questions

Operational & Financial 6

Corporate Governance 1
Total 7
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Q1. Al.

MBSB’s net profit margin improved by 40 - We expect the net profit margin (NPM) for 2021

B)

basis points to 3.29% in FY2020 as
compared to 2.89% in FY2019 due to
lower cost of funds and substantial
amount of fixed rate financing (51.38%
of total loans) in MBSB’s overall loan
portfolio (page 49 & 224 of Integrated
Annual Report 2020).

* Is the improvement in net profit
margin sustainable?

to remain within the current level as the
composition of our fixed rate financing portfolio
continues to remain above 50%.

Additionally, we also have more than RM10b in
financial investments (RM9b in govt bonds and
1b in private debt securities) which would also
be able to generate fixed returns.

Under the present low OPR environment, we
are of the view that the composition of our
existing portfolio of financing and investments

would be able to sustain our NPM.



Q2.

As at the end of FY2020, MBSB had
extended COVID-19 customer relief and
support measures to RM28.34 billion
financing. Of the total relief provided, 4.1%
of it was categorized as missed payment
and 5.7% was extended and repaying as
per revised schedules (page 288, Note 50 —
COVID-19 specific disclosures, IAR2020).

a) Based on the assessment on
macroeconomic outlook and borrowers’
repayment ability, is there an increased
default risk for the financing in missed
payment as well as the extended and
repaying categories?

b) Does the Group do foresee an
increase in allowance for credit loss?

P N
imi
[ VBSE

A2.

a)

b)

25

This depends largely on the timing of our
economic recovery. If there is continued
stress on the economy, then potentially we
see challenges faced by customers to resume
repayment after the moratorium ends. This is
not just unique to MBSB but is felt across the
industry. What is key here is our proactive
engagement with our corporate customers, to
ensure that we are able to assist them before
they go into default.

As the Covid-19 pandemic is ongoing, the
Group do foresee continuing to provide
allowance for credit loss where necessary in
2021. However, as the GDP is expected to
perform better this year compared to last year
(GDP contracted marginally by 0.5% in Q1
2021 vs a 4.5% contraction in 2020), coupled
with repayment assistance for our customers,
we expect the allowance for credit loss this
year to be at a manageable level.
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Q3.

For the first quarter ended 31 March 2021
for FY2021, MBSB’s gross impaired
financing (GIF) ratio increased to 5.75%
from 5.3% in 4QFY2020 (FY2019: 5.19%).
MBSB and MBSB Bank had also missed
the GIF ratio target of 3.2% and 2% for
FY2020 (page 60 of AR2019).

« In view of current macroeconomic
environment and multiple movement
controls imposed to contain the
COVID-19 pandemic, is the Group on
track to achieve the target of
lowering GIL ratio by 50 basis points
end of FY20217

« Apart from active collection
exercise, what are the other
measures taken to lower the GIF
ratio?

We should take note that the economic
environment in 2019 differs substantially than
the 2020 environment. Hence, targets for that
year had substantially been derailed. The
present pandemic has certainly raised
significant challenges for MBSB to contain its
GIL. This is not just unique to MBSB but is felt
across the industry. Nevertheless we are
putting in place various initiatives to achieve
the targeted improvement in GIL by 50 basis
points by year end.

Apart from the active collection exercise,
MBSB is also focusing on the following to
improve its GIL:

a) Loan growth to increase the base

b) Restructuring and rescheduling to assist
customers in regularizing their accounts.

c) Disposal or write-off financing assets
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Q4.

For FY2020, MBSB recorded a marginal
0.4% decline in total gross loans,
financing and advances (LFA) to RM35.7
billion. The decrease was due to a 21.1%
decline in conventional loans, financing
and advances, while a marginal growth of
0.7% was recorded in Islamic financing.

a) The growth of MBSB’s Islamic
financing in FY2020 was subdued as
compared to the 10.5% recorded by
Bank Islam Malaysia Berhad. How
does the Group plan to improve the
growth of Islamic financing?

b) As the Group’s focus is to grow the
Islamic assets, will the Group phase
out from the flnancmg of conventional
loans eventually? If yes, when?

A4,

a)

b)

Our revenue streams are significantly smaller than
those of Bank Islam, which has been in business
since 1983. We have put in place various strategic
business activities, as presented in the earlier part
of the presentation, to improve the growth of our
financing during this challenging period, and will be
actively and strategically promoting our Personal
Financing products (Govt.) and Trade Finance
products (SME segment). We do not see growth to
be coming only from financing assets but also from
income activities from trade and treasury. The Bank
has also identified potential growth sectors to
ensure that the Bank’s asset quality is maintained.

Arising from the merger exercise between MBSB
and AFB in 2018, MBSB has ceased the financing
of any conventional loans since MBSB is required
by BNM to convert its conventional loans to Islamic
financing. The conversion exercise has started
before end of 2018 and is targeted for completiok
by the end of this year.

27
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Q5.

Financing to  household  sectors
accounted for 74.1% of MBSB’s
RM35.73 billion total gross loans,
financing and advances (page 223, Note
10 — Loans, financing and advances,
Integrated Annual Report 2020).

« What does it take for MBSB to
attain the corporate-to-retail
financing portfolio of 40:60 target
by 20257

The target to achieve a Corporate-to-
Retail financing portfolio ratio of 40:60 is
not cast in stone. This ratio needs to be
reviewed and adapt to the present
environment, where the retail business is
proving to be more stable.

That being said, we are also focusing to
grow our business/corporate segments
especially in Trade Finance. Various
strategic business activities have been
planned to boost the business portfolio in
order to increase our corporate exposure.
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Q6. A6.

a) We have converted/disposed half of our

conventional assets of RM2.6 billion and

MBSB earlier targeted to convert all its will convert/dispose the remaining half by
existing conventional assets to Islamic the end of this year.

assets by 2021.

b) We have started our engagement with our
advisers; i.e. principal adviser, legal
counsel and reporting accountants. We
will be discussing this proposal with our

a) What is the progress of the asset
conversion exercise?

b) When will the Group complete the major shareholders, the shariah council
restructuring exercise that will and the regulators and expect to complete
eventually see MBSB Bank taking the exercise by the second half of 2022,
on the listing status on Bursa subject to all approvals being obtained.
Malaysia?

4
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Q7.

For FY2020, MBSB had applied Practice
45 of Malaysian Code on Corporate
Governance (MCCG), which states that the
Board disclose in its annual report the
company’s policies on gender diversity, its
targets and measures to meet those
targets. Under the Practice, the board of
Large Companies must have at least 30%
women directors. However, with the
resignation of Puan Zaidatul Mazwin binti
Idrus as a director of MBSB on 6 February
2021, the ratio of women directors is
currently at 14.28% (or 1 woman director
out of seven directors).

What are the steps taken to apply the
Practice?

AT.

The board is fully conscious of the need to
ensure it is more gender-diverse and is
taking steps towards having at least 30%
women directors by the next AGM. We will
always consider suitable candidates with
the right skill sets and experience
regardless of gender to be part of the
board.
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PRE AGM AND LIVE Q&A




Preamble

« The following questions were sent in by shareholders through Tricor 19 May to 15 June
2021 10am;

« To ensure a common understanding, the questions have not been redrafted;

+ However, some questions do lack clarity, nevertheless answers have been drafted based on

the management’s best interpretation.

32
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Subject No of questions

Strategy 7
Business / Products 10
Financials 6
Corporate Governance 2
Stakeholder Management 33
IT Security 2
Total 60

We've received 60 questions from Shareholders before the AGM. 25 of those
guestions relate to door gifts. We will not be giving out any door gifts to
Shareholders and proxies for this AGM.

N
i 4
MBSB
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No Question
STRATEGY
26. Can you please elaborate further on the listing exercise of the bank proper and how far is the progress of this restructuring?
27. Any plan by management to list its MBSB Bank in KLSE, if yes, any target date set?
28. Do you have any plans to takeover Citibank Malaysia business?
29. Why this year MBSB Bank cannot turn into a full-fledged Islamic Bank as plan?
Regarding MBSB's roadmap to be fully matured Islamic Financial Institution by 2025 as per stated in Annual Report 2020; how
30 confident the management can execute this plan successfully and meeting the timeline target (2025)? There have been many talks
" and promises by the management to turn MBSB into a fully matured Islamic Financial Institution but most of the times the execution
part is always lagged behind.
31 What are management's long-term goals for the company? How is the company positioned for long-term growth, compared with
" competitors? What are the company's growth strategies?
32. Due to the COVID pandemic, will there be any delay in the company’s initial plan to fully convert to an Islamic bank by 20257
N
= '
MBSB
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Question

BUSINESS/ PRODUCTS

33.

MBSB targets to have a corporate: retail portfolio of 40:60 by FY25. How does the company intends to achieve this portfolio? Will it be
by aggressively increasing asset base to achieve this portfolio or by gradually reducing retail exposure? Based on the company's loan
book, the company will require to grow its asset by RM7.8bil over 4 years to achieve this target portfolio.

34.

1) Does MBSB facing business output perform reduce?

2) Could MBSB getting online leasing finance better the credit card services?

3) Could company increase finance services as modern services like payment platform or fund managing services?
4) MBSB is customer major in M40 or B40 services only?

5) Could Esos issue?
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No Question

BUSINESS/ PRODUCTS

35. Could MBSB issue bond or investment services?

Are you considering to study the feasibility and possibility to offer credit cards services in Malaysia, especially to EPF members. What is
your rational do not offer credit card services as a full license commercial bank? Looking into the performance and the dividends

elex declared by MBSB in the past 3 years continue down trending, expand and offer more variety products probably a good to consider
solution.
In the personal segment, MBSB has majority of its loans concentrated on personal loans for the government sector. What are MBSB
37. . . : )
plans in offering new products to the private sector to grow MBSB loan base and portfolio?
38 What can MBSB do to promote & market its products & services & loans to public more aggressively ? Some people don't know MBSB
" and its products.
N

o yV
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No Question
BUSINESS/ PRODUCTS
39. Do MBSB intend to apply for digital banking license?
40. If company intends to increase the usage of MBSB e-wallet?
1. I have encountered problems accessing the e-wallets. | have visited the branch and contacted the help centers. Till now I still cannot
use the RM30 given by the bank last year. | don't have a bad experience with other e-wallets such as Grab, Touch & Go and Big Pay.
41.
2. 1 don't see MBSB e-wallet can compete with other payers in the market with its existing technology and weak market positioning.
How the bank is going to resolve its weakness in its e-wallet business?
Regarding to the installation of ATM and Cheque Deposit Machine:
1. When is the expected completion dateline for all branches nationwide?
2. How many unit of those machines per branch?
42. Regarding to the MJourney mobile App:
At the moment, debit card is compulsory in order to use the App, as it ties with the card number. Will there be any plan to enable users
to use that mobile app with option to tie the app with account number, and without the need on Debit Card?
([ o] |
MBSB

y
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No Question
FINANCIALS
43. Based on data, the group estimate this year non-performing loan(NPL) will increase slightly?
44. Why the growth and revenue of MBSB is underperform over years and can't compete with other big local banks

45,

What is the reason failed to meet target Growth and step to improve in Y21?

June 2019 : MBSB is targeting a loan growth of about 5% for the financial year ending Dec 31, 2019 (FY19)
From The Star article : MBSB bullish on growth prospects

June 2020 : MBSB targets 3% to 4% loan growth in FY20

From theedgemarkets article : MBSB targets 3% to 4% loan growth in FY20
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No Question
FINANCIALS
In the past many years, MBSB share price will continue drop include share reinvestment scheme , any comment of this scheme not
46. ,
benefit MBSB shareholders hold shares
47 What is the estimated modification loss due to Targeted Repayment Assistance to customers in the B40 Group / M40 Group due to
" MCO03.0?
48 1) Does MBSB able increase Dividend pay-out
" 2) How was overall bad debt customer increasing?
R
([ o] |
MBSB
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No Question

CORPORATE GOVERNANCE

We have tendered for seized items [machinery, equipment] during 2017, 2018 and 2019 from your Collection & Recovery Dept. Despite
49 telephone calls, we were always told there are nothing for tender. Competitive bidding will secure higher sums to offset the loans. We
" see no reason to limit the bidders [who have the funds and licenses]. As a shareholder, we feel all who qualify to bid should be included
and we seek the Board's approval to include us. Your reply is appreciated.

50. May | know how much allowances or fees can claim by board members who attend this virtual AGM
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\[o] Question
STAKEHOLDER MANAGEMENT

51. Give me column to register AGM attendance Not column for question

52.  Why MBSB IR not reply our email enquiry many times

53. Why price not increased while petrol international increased near 71.00 USD?

54. When is the company share price expected to achieve par value

55 My experience at MBSB Bank was very poor counter service in terms of product knowledge, what is the action taken by management
" toimprove on this?

56 How much % derived from company's revenue was allocated for community development program and charitable giving to the
" organization?

57. When s the dividend pay-out date if approved by shareholder in the virtual AGM

58.  Whatis the company policy on dividend pay-out ratio

N

([ o] |

MBSB

yV
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No

Question

IT SECURITY

59.

Regarding MBSB bank M-Journey Online Banking and Cash Recycling Machines (CRM) located at all MBSB Bank branches technical
outage from 6/3/2021 to 12/3/2021, what was the root cause of the incident? How much monetary loss incurred to MBSB due to this

service interruption? What are the actions taken by the company to prevent such incident from happening again?

60.

Cybersecurity topic is connected to the "S" element of ESG. A company’s relationship with its customers can be severely damaged if data
becomes public. That then ties into wider issues of privacy and security, including issues about who should be accessing and controlling
data. Breaches can have an impact on trust and loyalty, and a high-profile breach can destroy investor confidence. How much annual

investment have been allocated to enhance cybersecurity aspect to counter ransomware incidents?

yV
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