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The Pillar 3 Disclosure for financial year ended 31 December 2012 for Malayan Banking Berhad (“Maybank” or the “Bank”) and
its subsidiaries (“Maybank Group” or the “Group”) complies with the Bank Negara Malaysia’s (“BNM”) “Risk Weighted Capital
Adequacy Framework (“RWCAF”) - Disclosure Requirements (“Pillar 3”)”, which is the equivalent of that issued by the Basel
Committee on Banking Supervision (“BCBS”) entitled “International Convergence of Capital Measurement and Capital Standards”
(commonly referred to as Basel ).

The Group has adopted the Foundation Internal Rating Based (“FIRB”) Approach and supervisory slotting criteria to calculate
credit risk weighted assets for major non-retail portfolios, and the AIRB Approach for major retail portfolios. Other credit
portfolios, especially those in the Bank’s subsidiaries and some overseas units, are on the Standardised Approach and will be
progressively migrated to the Internal Ratings-Based (“IRB”) approaches.

For market risk, the Group has adopted the Standardised Approach (“SA”) whereas for operational risk, the Basic Indicator
Approach (“BIA”) is currently being adopted pending migration to The Standardised Approach (“TSA”) once approval has been
obtained from BNM.

The Group’s Pillar 3 disclosure will be made available under the Investor Relations section of the Group’s website at www.
maybank.com.my and as a separate report in the annual and half-yearly financial reports, after the notes to the financial
statements.

This Pillar 3 disclosure document has been designed to be in compliance with the BNM’s Pillar 3 Guidelines, and is to be read
in conjunction with the Group’s and the Bank’s financial statements for financial year ended 31 December 2012. Whilst this
document discloses the Group’s assets both in terms of exposures and capital requirements, the information disclosed herein
may not be directly comparable with the information in the financial statements for the year ended 31 December 2012
published by the Group.

This is the third full Pillar 3 Disclosure since the Group adopted the Basel Il IRB approach in July 2010. The corresponding
disclosure in the preceding reporting period would be as at 31 December 2011.
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APPLICATION

In this Pillar 3 document, Maybank’s information is presented on a consolidated basis, namely Maybank Group covering Maybank,
its subsidiaries and overseas branches. For regulatory reporting purposes, Maybank establishes two main levels of reporting
namely at Maybank Group level, covering Maybank and its subsidiaries excluding the investments in insurance entities and
associates, and at Maybank level covering Maybank and its wholly-owned offshore banking subsidiary, Maybank International (L)
Ltd. (“MILL”).

In this Pillar 3 document, Malayan Banking Berhad and its subsidiaries are referred to as “Maybank Group” or the “Group”.
The Group offers Islamic banking financial services in Malaysia via its wholly-owned subsidiary, Maybank Islamic Berhad (“MIB”).

Information on subsidiaries and associates of the Group is available in the notes to the financial statements. The basis of

consolidation for accounting purposes is described in the notes to the financial statements, and differs from that used for
regulatory capital reporting purposes.
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MANAGEMENT

The Group’s approach to capital management is driven by its
strategic objectives and takes into account all relevant
regulatory, economic and commercial environments in which
the Group operates. The Group regards having a strong capital
position as essential to the Group’s business strategy and
competitive position. As such, implications on the Group’s
capital position are taken into account by the Board and senior
management prior to implementing major business decisions in
order to preserve the Group’s overall capital strength.

The Group’s capital management policies are to diversify its
sources of capital; to allocate and deploy capital efficiently,
guided by the need to maintain a prudent relationship
between available capital and the risks of its underlying
businesses; and to meet the expectations of key stakeholders,
including investors, regulators and rating agencies. These
policies are adopted with the aim to ensure adequate capital
resources and efficient capital structure to:

« meet regulatory capital ratios at all times, at levels
sufficiently above the minimum requirements of BNM;

« support the Group’s credit rating from local and foreign
rating agencies;

« ensure regulated subsidiaries can meet their minimum
capital requirements, based on home regulator or host
regulator requirement where relevant;

» allocate capital to businesses to support the Group’s
strategic objectives and optimise returns on capital;

« remain flexible to take advantage of future opportunities;

« build and invest in businesses, even in a reasonably
stressed environment; and

« optimise returns to shareholders.

CAPITAL MANAGEMENT FRAMEWORK

The Group’s capital management is guided by the Group
Capital Management Framework to ensure management of
capital in a consistent and aligned manner across the Group.
The capital framework applies to the Maybank Group of
companies, including key entities that are wholly or majority
owned that provide banking and financial services activities in
their respective jurisdictions.

The Group Capital Management Framework, which is approved
by the Board, provides a comprehensive approach to the
management of capital for the Group. Specifically, the capital
framework aims to:-

o establish a blueprint for which capital management policies
and procedures will be developed;

» establish principles and strategies in which capital will be
managed and optimised;

o establish the roles and responsibilities of the Board of
Directors, Group Executive Committee and the business and
support units pertaining to capital management matters;

o establish guidelines to manage capital on an integrated
approach and in compliance with all internal and
regulatory requirements across the Group; and

o establish a high level of corporate governance pertaining to
management of capital of the Group.

The framework also contains principles for the development
and usage of Risk Adjusted Performance Measurement
(“RAPM”) to measure and manage the capital performance for
all Group entities. The RAPM tool is implemented by the
Group to promote optimal capital levels for business sectors,
subsidiaries and branches, to reduce wastage, to minimise cost
of capital and to optimise returns on capital.

A strong governance and process framework is embedded in
the Group Capital Management Framework. Appropriate policies
are in place governing the transfer of capital within the
Group. The purpose is to ensure that capital is remitted as
appropriate, subject to local regulatory requirements and
overall capital resource is optimised at Group and entity
levels. Overall responsibility for the effective management of
capital rests with the Board whilst the Group EXCO is
responsible for ensuring the effectiveness of the capital
management policies on an ongoing basis and for updating the
Group Capital Management Framework to reflect revisions and
new developments.

basel ii pillar 3

adueuwLiojiad Ing



MANAGEMENT

CAPITAL MANAGEMENT PLAN

The Group Capital Management Framework is also
supplemented by the Group Capital Management Plan to
ensure robust monitoring of the Group’s capital position and
to ensure that the Group (inclusive of subsidiaries, associates
and overseas branches) has adequate levels of capital and
optimal capital mix to support the Group’s business plans and
strategic objectives during the financial year.

The Group Capital Management Plan is updated on an annual
basis and approved by the Board for implementation at the
beginning of each financial year. The capital plan is drawn up
to cover at least a three year horizon and takes into account,
amongst others, the Group’s strategic objectives and business
plans, regulatory capital requirements, views of key
stakeholders such as regulators, investors, rating agencies and
analysts, capital benchmarking against peers, available supply
of capital and capital raising options, performance of business
sectors, subsidiaries and overseas branches based on RAPM
approach as well as ICAAP and stress testing results.

The Group Capital Management Plan is reviewed by the Board
semi-annually in order to keep abreast with the latest
developments on capital management and also to ensure
effective and timely execution of the plans contained therein.

CAPITAL STRUCTURE

The quality and composition of capital are key factors in the
Board and senior management’s evaluation of the Group’s
capital adequacy position. The Group places strong emphasis
on the quality of its capital and, accordingly, holds a
significant amount of its capital in the form of common equity
which is permanent and has the highest loss absorption
capability on a going concern basis.

The common equity capital of the Group comprises of issued
and paid up share capital, share premium, reserves and
retained profits. During the financial year, the issued and
paid-up share capital of the Group has increased by another
RM800,609,252 arising, among others, from the private equity
placement of 412,000,000 new ordinary shares of RM1.00 each
on 11 October 2012 as well as from the completion of the 4th
and 5th Dividend Reinvestment Plan (“DRP”) via the issuance
and allotment totaling 375,998,352 new ordinary shares of
RM1.00 each on 5 June 2012 and 29 October 2012
respectively.

The DRP scheme was announced by the Bank on 25 March
2010 to allow shareholders of the Bank to reinvest their
dividends into new ordinary share(s) of RM1.00 each in the
Bank. The DRP is part of the Group’s strategy to preserve
common equity capital ahead of the Basel Ill rules which will
commence on 1 January 2013 as well as to ensure sufficient
capacity to grow its business whilst providing healthy dividend
income to its shareholders.

The Bank has implemented five DRPs since its implementation in 2010, all with successful reinvestment rates exceeding 85%. The
latest two DRPs (4th and 5th) implemented during the financial year ended 31 December 2012 were successful with high
reinvestment rates at 88.52% and 88.19% respectively. The reinvestment rates achieved by the Group for all the past five DRPs

are highlighted below:

Final Cash Interim Cash Final Cash Final Cash Interim Cash
Dividend proposal Dividend Dividend Dividend Dividend Dividend
Financial year/period ended ©30Jun 2010 | 30 Jun 2011 | 30 Jun 2011 | 31 Dec 2011 | 31 Dec 2012
Completion date " 21 Dec 2010 ' 13 May 2011 | 29 Dec 2011 5 Jun 2012 ' 29 Oct 2012
Gross dividend per share ‘ 44 sen ‘ 28 sen 32 sen 36 sen 32 sen
Reinvestment rate achieved o 88.59% | 91.13% | 86.10% | 88.52% |  88.19%
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In respect of the financial year ended 31 December 2012, In addition to common equity, the Group also maintains other
the Board has proposed the payment of final dividend of net types of capital instruments such as Innovative Tier 1 Capital
28.5 sen per ordinary share, comprising of single-tier dividend Securities, Non-Innovative Tier 1 Capital Securities and

of 15 sen per ordinary share and franked dividend of 18 sen Subordinated Bonds/Certificates/Notes in order to optimise its
per ordinary share less 25% tax (net 13.5 sen). Out of the capital mix and cost of capital.

final dividend amount of 28.5 sen per ordinary share,

4.0 sen per ordinary share will be paid in cash while the
balance 24.5 sen net per ordinary share will be the portion
which can be elected to be reinvested in new Maybank shares
in accordance with the DRP, subject to the relevant regulatory
approvals, as well as, shareholders’ approval at the
forthcoming Annual General Meeting.

The Group has about RM6.1 billion of additional Tier 1 capital instruments outstanding as at 31 December 2012, comprising of
innovative and non-innovative types, as follows:

Tier 1 Capital Instruments

As at

Description Issue Date Key Terms 31.12.12
RM’million

RM3.5 billion 6.85% Stapled Capital ' 27 Jun 2008 ' Callable on 27 June 2018 & maturing 27 June 2038. 3,502

S ities (“NCPCS” :
(:c():::-ri]n]necjv;tive) duez on + Callable at the option of the bank 10 years from issue date
27 June 2038 ! - or any NCPCS distribution date thereafter, subject to

\ + redemption conditions being satisfied.

SGD600 million 6.00% Innovative | 11 Aug 2008 ' Callable on 11 August 2018 & maturing 10 August 2068. 1,531
Tier 1 capital securities due on

| cal he option of the bank 1 from i
10 August 2068 | : Callable at the option of the bank 10 years from issuance

- date. There will be step-up in the interest rate to a floating
' rate, reset quarterly, at the initial credit spread plus 100
" basis points above the 3 month SGD Swap Offer Rate.

'
.................................... g

RM1.1 billion 6.30% Innovative Tier | 25 Sep 2008 ' Callable on 25 September 2018 & maturing 25 September 1,118
1 capital securities due on ‘ 1 2068.

2 2 1
> September 2068 » Callable on 25 September 2018 at the option of the bank

+ 10 years from issuance date. There will be step-up in the
- interest rate to a floating rate, reset quarterly, at the

- initial credit spread plus 100 basis points above the Kuala
* Lumpur Inter-Bank Offer Rate for 3 months RM deposits.
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MANAGEMENT

The Group also has about RM11.6 billion of subordinated bonds/certificates/notes outstanding as at 31 December 2012, the
details of which are as follows:

Subordinated Obligations

As at

Description Issue Date Key Terms 31.12.12

RM’million
RM1.5 billion 5.00% subordinated 15 May 2006 Callable 15 May 2013 & maturing 15 May 2018 (12 non-call 7) 1,510
Islamic bonds due in 2018 ‘
SGD1.0 billion 3.80% subordinated 28 Apr 2011 Callable 28 April 2016 & maturing 28 April 2021 2,518
notes due in 2021 ‘ (10 non-call 5)
RM2.0 billion 4.10% subordinated 15 Aug 2011 ' Callable 15 August 2016 & maturing 16 August 2021 2,030
notes due in 2021 ! ' (10 non-call 5)
RM750 million 3.97% subordinated : 28 Dec 2011 ' Callable 28 December 2016 & maturing 28 December 2021 750
notes due in 2021 ! ' (10 non-call 5)
RM250 million 4.12% subordinated : 28 Dec 2011 ' Callable 28 December 2018 & maturing 28 December 2023 250
notes due in 2023 ! ' (12 non-call 7)
RM2.1 billion 4.25% subordinated 10 May 2012 ' Callable 10 May 2019 & maturing 10 May 2024 (12 non-call 7) 2,112
notes due in 2024 ‘ ‘
USD800 million 3.25% subordinated - 20 Sep 2012 : Callable 20 September 2017 & maturing 20 September 2022 2,469
notes due in 2022 ‘ (10 non-call 5)
RM1.0 billion 4.22% subordinated 31 Mar 2011 Callable 31 March 2016 & maturing 31 March 2021 1,011
sukuk due in 2021 : (10 non-call 5)
IDR 1.5 trillion 10.75% 31 May 2011 Maturmg 19 May 2018 381
subordinated bond due in 2018 1
IDR 500 billion 10.00% 6 Dec 2011 Maturmg 6 December 2018 159
subordinated bond due in 2018 1
IDR 1.0 trillion 9.25% subordinated ' 31 Oct 2012 Maturmg 31 October 2019 321

bond due in 2019 1

On 31 October 2012, a subsidiary, Billion, issued IDR 1.0 trillion subordinated notes. The subordinated notes bear fixed interest
rate at 9.25% per annum and due date of the subordinated notes will be made 31 October 2019. The interest of the
subordinated notes will be paid quarterly based on interest payment date of the notes. The first interest payment will be made
on 31 January 2013, while the last interest payment and due date of the notes will be made on 6 December 2018.

During the financial year, the Group has redeemed two subordinated bonds totalling RM2.5 billion, which were both issued in
April 2007 on a 10 non-callable 5 basis features and redeemed the RM3.1 billion subordinated term loan in July 2012 which was
drawdown in 28 November 2008. The Group has issued two new subordinated notes amounting to RM4.6 billion which are
recognised by BNM for computation of regulatory Tier Il capital. Brief terms and conditions of the new Tier Il capital instruments
issued during the financial year are summarised below:

(i) RM2.1 billion 4.25% subordinated notes due in 2024

On 10 May 2012, Maybank issued RM2.1 billion nominal value Tier Il subordinated notes under the RM7.0 billion subordinated
note programme. The subordinated notes are under a 12 non-callable 7 basis feature, payable semi-annually in arrears in
November and May each year, and are due in May 2024. Maybank has the option to redeem the subordinated notes in
whole, but not in part on 10 May 2019 and on each semi-annual interest payment date thereafter, subject to prior consent
of Bank Negara Malaysia.
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(i) USD800 million 3.25% subordinated notes due 2022 g
On 20 September 2012, Maybank issued USD800 million nominal value Tier 2 subordinated notes under the USD5 billion &
multicurrency medium term note programme. The subordinated notes are under a 10 non-callable 5 basis feature, payable
semi-annually in arrears in March and September each year, and are due in September 2022. Maybank has the option to -
redeem the subordinated notes in whole, but not in part on 20 September 2017 and each semi-annual interest payment g
date thereafter, subject to prior written consent of Bank Negara Malaysia. =

=

IMPLEMENTATION OF BASEL IlI o

The implementation of Basel Il in Malaysia will commence with effect from 1 January 2013 under the new Basel Ill rules —  -—----
released on 28 November 2012 by BNM. The BNM Basel Il rules are broadly in line with the proposals promulgated by the Basel

Committee of Banking Supervision (“BCBS”) in December 2010 (updated June 2011) with the exception of a few main items

relevant to the Group which are more stringent compared to BCBS such as:-

Deferred tax assets; and investment in the capital of - BNM requires full deduction from Common Equity Tier 1 capital
affiliated (or with >10% interest) unconsolidated financial and : (“CET1”) compared to recognition up to 10% of common equity
insurance/takaful entities . under BCBS.
Unrealised gain for financial investment available-for-sale - BNM requires 55% haircut for gains but full deduction in case of

losses compared to full recognition of gains and phase-in
________________________________________________________________ ; arrangement for losses under BCBS ...
Non-qualifying non-controlling interest and capital instruments . BNM does not allow phase-in arrangement compared to BCBS.
issued out of subsidiaries and held by third parties
Property revaluation gain - BNM requires full deduction from CET1 but 45% can be
recognised in Tier 2 capital compared to full recognition of gains

. and phase-in arrangement for losses under BCBS

....................................................................................................................................

Under the new Basel Il rules, banking institutions will be

required to maintain higher minimum quantity and quality of

capital but the requirements will be subject to a series of

transitional arrangements and will be phase-in over a period of At the Group, the overall capital adequacy in relation to its

time, commencing 2013 and to be fully effective by 2019. risk profile is assessed through a process articulated in the
BNM is also expected to introduce additional capital buffer ICAAP. The ICAAP Framework has been formalised and
requirements which will comprise of Capital Conservation approved by the Board in April 2008, with the latest fifth
Buffer of 2.5% of total RWA and Countercyclical Capital Buffer  version revised in June 2012. The ICAAP has been implemented
ranging between 0% - 2.5% of total RWA. Further guidance on within the organisation to ensure all material risks are
the capital buffer requirements will be announced by BNM identified, measured and reported, and adequate capital levels
before 2016 on its computation approach and operations. consistent with the risk profiles are held.
Despite the more stringent Basel lll requirements under BNM, The Group’s ICAAP closely integrates the risk and capital
Group expects its capital position to continue to remain assessment processes. The ICAAP framework is designed to
healthy at levels above the minimum regulatory requirements. ensure that adequate levels, including capital buffers, are held
to support the Group’s current and projected demand for
Detailed discussion on capital adequacy and constituents of capital under existing and stressed conditions. Regular ICAAP
capital are discussed in detail under note 53 in the financial reports are submitted on half yearly basis to the Executive
statements. Risk Committee (“ERC”), the Risk Management Committee

(“RMC”) and the Board for comprehensive review of all
material risks faced by the Group and assessment of the
adequacy of capital to support them.

basel ii pillar 3



CAPITAL MANAGEMENT

In line with BNM’s Guideline on ICAAP which was last updated on 2 December 2011, banks are required to submit a Board-
approved ICAAP document to BNM by 31 March 2013. The requirements include an overview of ICAAP, current and projected
financial and capital position, ICAAP governance, risk assessment models and processes, risk appetite and capital management,
stress testing and capital planning and use of ICAAP. The Group will submit the required ICAAP documents to BNM before

31 March 2013.

ICAAP Framework

RESPONSIBILITY OF BANK

Internal Capital Supervisory Review

Adequacy Assessment Process

Assess all risks and Propose Supervisory risk

identify controls to ICAAP assessment under the

mitigate risks Risk-based Supervisory

\dentify amount of Framework (“RBSF”) Supervisory evaluation

Review ; ;

internal capital in relation ICAAP review: assess, of on-going compliance

to risk profile, strategies review and evaluate with minimum standards

and business plan ICAAP and requirements

Produce ICAAP number Overall assessment

and assessment and conclusion

|
B & + B
ICAAP considered as ICAAP considered as
fully satisfactory not fully satisfactory
Internal Capital Targets
Minimum Regulatory Capital Ratio Including Broad range of supervisory
Superviso measures
Regulatory capital Regulatory capital P i
allocated for Pillar 1 risks | | allocated for Pillar 2 risks | Add-on
Supplementing the ICAAP reports is the Group Capital A key process emplaced within the Group provides for the
Management Plan, which is updated on an annual basis where identification of material risks that may arise through the
the internal capital targets are set and reviewed, among introduction of new products and services. Material risks are
others as part of sound capital management. defined as “risks which would materially impact the financial
performance of the bank should the risk occur”. In the

Comprehensive Risk Assessment under ICAAP Framework Group’s ICAAP Framework, the Material Risk Assessment

Process (“MRAP”) is designed to create an ability to estimate

the impact of risk drivers on earnings and capital. New

material risks, if any, are reviewed on a quarterly basis and

* Risks captured under Pillar 1 (credit risk, market risk and incorporated in the regular ICAAP reports tabled to the ERC
operational risk); and the RMC.

o Risks not fully captured under Pillar 1 (e.g. model risk);

« Risks not taken into account by Pillar 1 (e.g. interest rate
risk in banking book, liquidity risk, business/strategic risk,
reputational risk and credit concentration risk); and

o External factors, including changes in economic
environment, regulations, and accounting rules.

Under the Group’s ICAAP methodology, the following risk types
are identified and measured:

I B H Maybank Annual Report 2012
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Assessment of Pillar 1 and Pillar 2 Risks

In line with industry best practices, the Group quantifies its
risks using methodologies that have been reasonably tested
and deemed to be accepted in the industry.

Where risks may not be easily quantified due to the lack of
commonly accepted risk measurement techniques, expert
judgment is used to determine the size and materiality of
risk. The Group’s ICAAP would then focus on the qualitative
controls in managing such material non-quantifiable risks.
These qualitative measures include the following:

« Adequate governance process;

» Adequate systems, procedures and internal controls;
» Effective risk mitigation strategies; and

e Regular monitoring and reporting.

Regular Stress Testing

The Group’s stress testing programme is embedded within the
risk and capital management process of the Group, and is a
key function of capital planning and business planning
processes. The programme serves as a forward-looking risk and
capital management tool to understand our risk profile under
extreme but plausible conditions. Such conditions may arise
from economic, political and environmental factors.

Under Maybank Group Stress Test (“GST”) Framework as
approved by the Board, it considers the potential unfavourable
effects of stress scenarios on the Group’s profitability, asset
quality, risk weighted assets and capital adequacy.

Specifically, the stress test programme is designed to:

» Highlight the dynamics of stress events and their potential
implications on the Group’s trading and banking book
exposures, liquidity positions and likely reputational
impacts;

» Identify proactively key strategies to mitigate the effects
of stress events; and

e Produce stress results as inputs into the Group’s ICAAP in
the determination of capital adequacy and capital buffers.

Stress test themes reviewed by the Stress Test Working Group
in the past include slowing Chinese economy, a repeat of
Asian Financial Crisis, US dollar depreciation, pandemic flu,
asset price collapse, interest rate hikes, a global double-dip
recession scenario, Japan disasters, crude oil price hike, the
Eurozone and US debt crises, amongst others.

The Stress Test Working Group, which comprises of business
and risk management teams, tables the stress test reports at
the Senior Management and Board committees and discusses
the results with regulators on a regular basis.
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MANAGEMENT

On 29 June 2010, the Bank and its subsidiary, MIB has received approval from BNM to migrate to IRB Approach for credit risk
under Basel Il RWCAF from 1 July 2010 onwards:

Capital Adequacy Ratios Maybank Maybank Islamic

Before deducting proposed dividend ; ; ;
Core capital ratio 13.66% 17.43% 10.83%
Risk-weighted capital ratio (“RWCR”)* | 17.47% | 17.43% | 12.59%

....................................................................................................................................

Expressed in RM’000

Capital Adequacy Ratios Maybank Maybank Islamic

Capital base 49,305, 529 | 36,019,850 } 4,975,590

Credit RWA U 5629212 182,209,741 34,975,262
Credit RWA absorbed by PSIA S - o (127,317)
Market RWA U 8913850 | 6200948 747,905
Operational RWA U 27685920 1 18,180,446 2,959,425
Additional risk-weighted assets due to capital floor o S o 968,148
Total RWA 28228982 206,611,135 39,523,423

Note*: RWCR is computed by dividing capital base over total RWA.

The risk-weighted capital ratio of the Group as at 31 December 2012 stood at 17.47%, which is an increase from the previous
financial period’s ratio of 16.46%.

The risk-weighted capital ratio at 17.47% against the Group’s total RWA is testament of the Group’s resilience and strength in
meeting its obligations. Similarly, at entity level, the Bank’s RWCR remain strong at 17.43% and MIB registered a healthy ratio of
12.59%.

Please refer to note 53 in the financial statements for detailed discussion on the capital adequacy ratios.

|| H Maybank Annual Report 2012
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Group Maybank Maybank Islamic
As at 31122012 RM’000 RM’000 RM’000

Eligible Tier 1 Capital
Paid-up ordinary share capital/Islamic banking

fund | 8,440,046 | | 8,440,046 | 132,720
Share premium 15,639,646 : 15,639,646 : . 2,687,480
Retained profit © 5,650,192 © 4,211,532 © 1,311,406
Statutory reserve fund . 8,023,712 ¢ . 7,805,342 ] 147,338
General reserve fund ] - ] 312,410 ] 1,697
Total non-innovative Tier 1 (non-IT1) and

innovative Tier 1 (IT1) capital ' 6,093,421 ' 6,093,421 ! -
Non-innovative Tier 1 capital 3,498,312 . 3,498,312 ¢ 3 -

Total innovative Tier 1 capital 2,595,109 . 2,595,109 -

RM Approved innovative debt capital ]

instruments issued 1,099,315 1,099,315 -
FX Approved innovative debt capital
instruments issued 1,495,794 1,495,794 -
Minority interest in shares of non-wholly owned | ; ! ; !

subsidiaries ! 399,838 | ! - ! -
Share in unit trust ] (102,405) : ] (102,405) : ] -
Total Tier 1 capital " 44,144,445 ' 42,399,992 4,280,641
Less: 3 3 3 3 3

Goodwill  (5,588,553): i (81,015): i -

Deductions in excess of Tier 2 capital - - (6,299,127). -
ELIGIBLE TIER 1 CAPITAL ' 38,555,897 ' 36,019,850 4,280,641
Eligible Tier 2 Capital ! ! ! ! !

Maximum allowable subordinated debt capital 13,394,620 11,546,020 1,000,000

RM subordinated debt capital 8,447,327 6,598,726 1,000,000

FX subordinated debt capital 4,947,293 4,947,293 -

Collective allowance for SA approach . 728,806 : 294,552 - : 85,396
Surplus of total EP over total EL under the IRB

approach, subject to limit 1 - 1 - 1 -
Total Tier 2 capital " 14,123,426 ' 11,840,572 1,085,396
Total Tier 2 capital (subject to limits) ' 14,123,426 ' 11,840,572 1,085,396
Less: 3 3 i 3 3

Investment in subsidiaries " (2,709,503) ' (17,872,187): ] -

Securitisation exposures held

in the banking book 1 - 1 - | -
Excess of total EL over total EP : 1
under the IRB approach ! (664,291) ! (267,512) ! (390,447)

Liquidity reserve ] - ] - ] -
Total deductions from Tier 2 Capital o (3,373,794) ©(18,139,699) (390,447)
ELIGIBLE TIER 2 CAPITAL ' 10,749,632 ! - ! 694,949
CAPITAL BASE 49,305,529 36,019,850 | 4,975,590

HOE
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MANAGEMENT

Group Maybank Maybank Islamic
AS at 31.12.2011 RM’000 RM’000 RM’000

Eligible Tier 1 Capital
Paid-up ordinary share capital/ ; ; ; ; ; ;
Islamic banking fund © 7,639,437 © 7,639,437 110,600

Share premium ! ! 9,598,847 ! 9,598,847 : 2,488,400
Retained profit . 5,855,354 | 4,648,594 | © 1,102,606
Statutory reserve fund . 6,926,383 . 6,728,866 147,338
General reserve fund - 228,821 : 1,697

Capital redemption reserve - - -
Total non-innovative Tier 1 (non-IT1) and ;
innovative Tier 1 (IT1) capital © 6,057,884 : . 6,057,884 : -
Non-innovative Tier 1 capital 3,498,065 ¢ 3,498,065 : -
Total innovative Tier 1 capital ; 2,559,819 ; 2,559,819 ; -
RM Approved innovative debt capital
instruments issued 1,099,218 1,099,218 —
FX Approved innovative debt capital instruments
issued 1,460,601 1,460,601 -
Minority interest ! ; 381,926 . ; - ; -

Total Tier 1 capital 1 ' 36,459,831 34,902,448 © 3,850,641
Less:

Goodwill 3 | (6,031,401) 3 (81,015) ! | -
Deductions in excess of Tier 2 capital | | - © (4,193,087) ‘ -

ELIGIBLE TIER 1 CAPITAL | 30,428,430 | 30,628,347 | 3,850,641

Eligible Tier 2 Capital : : 3 3 : :

Maximum allowable subordinated debt capital ; © 13,889,529 ! C12,491,343 ¢ 3 1,000,000
RM subordinated debt capital 10,100,000 9,100,000 1,000,000
FX subordinated debt capital 3,789,529 3,391,343 —
Collective allowance for SA approach ; ; 892,370 ; 430,448 ; 97,411
Surplus of total EP over total EL under the IRB ; ; ; ; ;
approach, subject to limit ; ; 359,978 ; 384,425 ; -
Total Tier 2 capital : . 15,141,877 13,306,216 © 1,097,411
Total Tier 2 capital (subject to limits) : 15,141,877 13,306,216 © 1,097,411
Less:
Investment in subsidiaries C(2,891,773) ©(17,467,920) : -
Securitisation exposures held in the banking ;
book 3 3 (31,383) 3 (31,383) 3 -
Excess of total EL over total EP under the IRB
approach ; ; - ; - ; (36,645)
Liquidity reserve : : — : - : -
Total deductions from Tier 2 Capital ! C(2,923,156) o (13,306,216) ! (36,645)
ELIGIBLE TIER 2 CAPITAL 12,218,721 | - | - 1,060,766
CAPITAL BASE } 42,647,151 30,628,347 4,911,407
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MANAGEMENT

The management of risk lies at the heart of the Group’s
business. All of the Group’s activities involve the acceptance,
evaluation, measurement and management of risks or
combination of risks. During the financial year ended

31 December 2012, the Group has made great strides in the
management of risk in a more robust and holistic manner
across the region. Amidst the challenging business landscape
and tighter regulatory regime, the Group’s risk management
has managed to enhance and integrate risks into the business
to drive value creation for the Group.

The objective of the Group’s risk management, practiced
consistently across the Group, is to support the Group’s
strategies in building sustainably profitable business regionally
in the best interests of the shareholders and various
stakeholders. Risk management is firmly embedded in how we
run our business through:

e a strong governance structure, with clear framework of risk
ownership, accountability, standards and policy;

» alignment of risk and business objectives, and integration
of risk appetite and stress testing into business planning
and capital management;

» embedding risk culture as the foundation upon which a
strong enterprise-wide risk management framework is built
on; and

» an independent, integrated and specialist Group risk
function.

The risk governance structures were further strengthened to
embed and enhance our risk management and risk culture across
the Group, given our regional growth plans. The chart
illustrating the risk governance structures of Maybank Group can
be found on page 225 of the Risk Management’s write-up under
Governance in the Annual Report. To further enhance
governance over the embedded risk units, overseas units and the
Group’s subsidiaries, an enhanced risk governance on a Group-
wide basis was implemented with the following objectives:

e To align risk management practices across the Group;
o To align the implementation of the Group’s risk
frameworks and policies;

« To enhance risk oversight by the Group;

« To provide clarity in the roles and responsibilities of risk
management functions within business sectors, subsidiaries,
overseas branches and units;

» To allocate more dedicated resources in supporting risk
management functions;

o To align the Group’s risk management practices to leading
risk management practices; and

» To improve scalability and repeatability of risk management
functions in supporting the Group’s regional growth.

In line with the above-mentioned regionalisation move, an Early
Alert Unit/Department will also be set-up at the respective
overseas units to better manage the Group’s asset quality.

The Group’s risk appetite statements were reviewed and
approved by the Board to better link our business strategies
with our risk taking capacities and to optimise our risk-return
trade-offs. From Maybank’s perspective, risk appetite links the
risk strategy of the Group to the business strategy through
desired target ratings (solvency), earnings volatility and risk
limits, among others.

We have successfully implemented the Group Risk Appetite
Framework across the Bank and our major overseas subsidiaries
and key branches. We continue to align and embed our Risk
Appetite into our key risk management and business planning
processes to ensure that our risk, return and capital are
managed on an integrated basis.

For this purpose, we have established a team, focused on
managing the Risk Appetite process, and to act as an interface
between the Board, Senior Management and all the business
stakeholders of the Group. We view the Risk Appetite
Framework as an effective communication tool, which fosters
risk-return trade off discussions between the Board, business
and risk management.

basel ii pillar 3
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RISK MANAGEMENT

The Risk Appetite Framework was used to clearly and effectively communicate the boundaries of risk as defined by the Board
and Senior Management to various businesses across the Group, and to ensure that all the principal risks of the Group are
considered in the risk management, business planning, and capital planning processes.

Risk
Appetite

Risk Taking Capacity

Actual Risk Profile

EMBED RISK CULTURE

Risk Culture is defined by the Institute of International Finance
(“lIF”) as “the norms and traditions of behaviour of individuals
and of groups within an organisation which determine the way
in which they identify, understand, discuss and act on the
risks the organisation confronts and assumes.” In line with the
Board’s desire to “Create and Embed the Right Risk Culture”,
we have designed a “Risk Culture Index” aimed at measuring
the current state risk culture across the Group.

We view Risk Culture as the foundation upon which a strong
enterprise wide risk management framework is built upon, and
that creating and embedding a strong risk culture is the
cornerstone of effective management of risk for the Group and
our clients. Therefore, through the Index, we aim to measure
and specifically target areas where we can focus our risk
management capability building, and ensure our risk culture is
institutionalised.

The Index was successfully launched in 2012, and the results
of which will be incorporated into the performance
management process across the Group. Specific action plans
would also be developed to ensure that we are able to sustain
our growth in a responsible and risk-aware manner.

I B H Maybank Annual Report 2012
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Risk Appetite defines the quantum of risk a bank is
willing to accept based on its business model, target
rating, target share price, etc.

Risk Taking Capacity (“RTC”) is the maximum amount
of risk a bank’s capital base is able to withstand,
which are in turn linked to its limit setting, etc.

The desired Risk Profile of the bank will be
managed by the limits set.

The bank’s actual Risk Profile
utilisation of limits.

<

INDEPENDENT GROUP RISK FUNCTION

Risk is ever evolving and not static, influenced by various
factors ranging from economic, geopolitical, regulatory,
environmental, to the day-to-day operations. This calls for
continual assessment, monitoring and management of the
complex interactions of risks across the Group.

The Group Credit & Risk Management function, headed by the
Group Chief Risk Officer (“GCRO”), provides an independent,
expert and integrated assessment of risks across the Group:

o supporting the Group’s regional expansion and businesses in
the development and achievement of strategic objectives;

« acting as a strategic partner with business in budget
planning and risk appetite setting and operation;

« providing authority limits for both central and regional
approvals, controls, risk systems and architecture
leadership, and group risk reporting to management;

« continuing development of risk functions across the regions
that the Group have operations in and embedding the
Group’s risk culture; and

« addressing external stakeholders including regulators and
analysts pertaining to risk issues.

In addition to the day-to-day operations, the Group Risk
function also engages fully with business development activities
such as new product sign-offs and approvals, post-
implementation reviews and due diligence exercises.



RISK

Credit risk arises as a result of customers or counter-parties’ failure or unwillingness to fulfil their financial and contractual
obligations as and when they arise. These obligations arise from the Group’s direct lending operations, trade finance and its
funding, investment and trading activities undertaken by the Group.

Of the various types of risks which the Group engages in, credit risk generates the largest regulatory capital requirement.

Tables 3 through 5 present the minimum regulatory capital requirements for credit risk under the IRB approach for the Group,
the Bank and MIB, respectively. These tables tabulate the total RWA under the various exposure classes under the IRB approach
and apply the minimum capital requirements at 8% as set by BNM to ascertain the minimum capital required for each of the
portfolios assessed.

As at 31.12.2012
Exposure Class

Credit Risk
Exempted Exposures (Standardised Approach)
On-Balance-Sheet Exposures

Gross
Exposures/

EAD before
CRM
RM’000

Net
Exposures/
EAD after
CRM
RM’000

Risk
Weighted
Assets
RM’000

Minimum
Capital
Requirement
at 8%
RM’000

Sovereigns/Central Banks 56,634,064 56,634,064 1,810,034 144,803
Public Sector Entities 1,797,557 1,794,015 949,400 75,952
Banks, Development Financial Institutions & MDBs 3,420,615 3,417,704 . 1,609,508 128,761
Insurance Cos, Securities Firms & Fund Managers 792,996 792,251 792,251 63,380
Corporates 34,251,637 33,304,211 32,821,068 2,625,685
Regulatory Retail 16,968,402 16,884,155 11,906,530 952,522
Residential Mortgage 2,301,724 2,301,724 : 896,046 71,684
Higher Risk Assets 458,029 458,029 ! 687,044 54,963
Other Assets 8,460,764 8,460,764 2,289,429 183,154
Securitisation Exposures 296,629 ! 296,629 59,326 4,746
Equity Exposure 108,742 108,742 ! 117,242 9,379
Defaulted Exposures 2,150,397 2,150,001 : 3,191,548 255,324
Total On-Balance Sheet Exposures 127,641,556 ' 126,602,289 ' 57,129,425 4,570,354
Off-Balance-Sheet Exposures : : :
OTC Derivatives 625,448 | 625,448 | 426,249 34,100
Off balance sheet exposures other than OTC ;

derivatives or credit derivatives 4,680,619 : 4,402,765 3,293,766 263,501
Defaulted Exposures 29 29 ! 18 1
Total Off-Balance Sheet Exposures 5,306,096 5,028,242 3,720,033 ! 297,603
Total On and Off-Balance Sheet Exposures 132,947,652 ' 131,630,533 ' 60,849,458 4,867,957

HOE
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1.2

2.0

3.0
4.0

RISK

As at 31.12.2012
Exposure Class

Exposures under the IRB Approach
On-Balance-Sheet Exposures

Banks, Development Financial Institutions & MDBs

Corporate Exposures

a) Corporates (excluding Specialised Lending
and firm-size adjustments)

b) Corporates (with firm-size adjustment)

c) Specialised Lending (Slotting Approach)
- Project Finance

Retail Exposures

a) Residential Mortgages

b) Qualifying Revolving Retail Exposures
c) Hire Purchase Exposures

d) Other Retail Exposures

Defaulted Exposures

Total On-Balance Sheet Exposures

Off-Balance-Sheet Exposures

OTC Derivatives

Off balance sheet exposures other than
OTC derivatives or credit derivatives

Defaulted Exposures

Total Off-Balance Sheet Exposures
Total On and Off-Balance Sheet Exposures

Total IRB Approach after Scaling Factor of 1.06

Total Credit RiIsk (Exposures under Standardised
Approach & IRB Approach)

Market Risk

Interest Rate Risk

Foreign Currency Risk

Equity Risk

Commodity Risk

Option Risk

Total Market Risk
Operational Risk

Total RWA and Capital Requirements
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Gross
Exposures/

EAD before
CRM
RM’000

\[=14
Exposures/
EAD after
CRM

Risk
Weighted
Assets
RM’000

Minimum
Capital
Requirement
at 8%
RM’000

57,631,179 | 57,631,179 | 17,325,205 | 1,386,016
137,070,729 | 137,070,729 | 86,398,539 ! 6,911,883
81,460,170 | 81,460,170 | 51,100,502 ' 4,088,040
52,094,035 | 52,094,035 | 32,916,498 | 2,633,320
3,516,524 | 3,516,524 | 2,381,539 | 190,523
122,462,572 ' 122,462,572 ' 40,666,941 3,253,355
39,872,773 39,872,773 © 14,862,718 1,189,017
4,544,108 | 4,544,108 | 2,414,682 | 193,175
34,089,521 | 34,089,521 | 11,662,898 | 933,032
43,956,170 | 43,956,170 | 11,726,643 | 938,131
2,816,748 2,816,748 571,910 45,753
319,981,228 @ 319,981,228 @ 144,962,595 ' 11,597,007
9,117,245 | 9,117,245 | 3,230,775 . 258,462
48,883,834 | 48,883,834 | 26,112,280 | 2,088,982
22,636 | 22,636 | 14,869 | 1,190
58,023,715 ' 58,023,715 ' 29,357,924 2,348,634
378,004,943 ' 378,004,943 ' 174,320,520 ' 13,945,642
3 ' 184,779,754 ' 14,782,380
510,952,595 | 509,635,475 | 245,629,212 | 19,650,337
4,106,931 | 328,554

4,199,619 | 335,969

173,850 13,908

2,525 | 202

‘ ‘ 430,925 | 34,474

} } 8,913,850 ! 713,108

} . 27,685,920 2,214,874

} 282,228,982 | 22,578,319
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Gross Net Minimum -

Exposures/ Exposures/ Risk Capital [
As at 31.12.2011 EAD before EAD after Weighted Requirement @
Exposure Class CRM CRM Assets at 8% 3
RM’000 RM’000 RM’000 =
1.0 Credit Risk i

Exempted Exposures (Standardised Approach)
On-Balance-Sheet Exposures

Sovereigns/Central Banks 61,566,161 1 61,566,161 | 3,013,399 | 241,072
Public Sector Entities 1,002,719 994,184 816,459 65,317
Banks, Development Financial Institutions & MDBs 3,771,959 3,771,574 1,301,047 104,084
Insurance Cos, Securities Firms & Fund Managers ; 334,063 334,063 334,063 : 26,725
Corporates ; 42,112,182 41,210,415 40,705,480 3,256,438
Regulatory Retail ; 14,075,274 13,621,464 10,162,664 813,013
Residential Mortgage ; 2,063,422 2,063,422 926,505 74,120
Higher Risk Assets 574,927 574,927 862,391 68,991
Other Assets 19,094,871 | 19,094,871 | 4,552,604 364,208
Securitisation Exposures 1,012,355 1,012,355 - 554,994 44,400
Equity Exposure j 580,746 | 580,746 | 848,279 | 67,862
Defaulted Exposures 1,526,949 1,526,682 ! 2,233,761 178,701
Total On-Balance Sheet Exposures 147,715,628 ' 146,350,864 66,311,646 5,304,931
Off-Balance-Sheet Exposures ! : : :

OTC Derivatives 387,044 387,044 183,998 14,720
Off balance sheet exposures other than ; ;

OTC derivatives or credit derivatives 5,199,198 : 4,805,851 4,160,252 332,820
Defaulted Exposures 22 . 22 18 1
Total Off-Balance Sheet Exposures } 5,586,264 5,192,917 4,344,268 347,541
Total On and Off-Balance Sheet Exposures 153,301,891 151,543,780 70,655,914 5,652,473

1.2 Exposures under the IRB Approach
On-Balance-Sheet Exposures ; ;
Banks, Development Financial Institutions & MDBs 50,251,862 50,251,862 16,889,675 1,351,174
Corporate Exposures ¢ 111,203,419 111,203,419 74,398,747 5,951,900

a) Corporates (excluding Specialised Lending ! ! |

and firm-size adjustments) 62,937,722 . 62,937,722 . 40,282,351 3,222,588
b) Corporates (with firm-size adjustment) 46,897,742 46,897,742 33,147,324 2,651,786
¢) Specialised Lending (Slotting Approach)

- Project Finance : 1,367,955 1,367,955 969,072 77,526
Retail Exposures 104,937,142 © 104,937,142 © 35,550,703 2,844,057
a) Residential Mortgages | 37,497,934 1 37,497,934 14,314,657 1,145,173
b) Qualifying Revolving Retail Exposures ; 4,627,319 4,627,319 2,556,446 204,516
c) Hire Purchase Exposures 30,735,761 30,735,761 - 11,415,515 913,241
d) Other Retail Exposures : 32,076,128 32,076,128 - 7,264,085 581,127
Defaulted Exposures } 4,412,542 4,412,542 861,167 68,893
Total On-Balance Sheet Exposures . 270,804,965 ' 270,804,965 ' 127,700,293 ' 10,216,023
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RISK

Gross Net Minimum
Exposures/ Exposures/ Risk Capital

As at 31.12.2011 EAD before EAD after Weighted Requirement
Exposure Class CRM CRM Assets at 8%
RM’000 RM’000 RM’000 RM’000

Off-Balance-Sheet Exposures

OTC Derivatives 7,437,556 7,437,556 2,578,493 206,279

Off balance sheet exposures other than OTC ‘ ‘
derivatives or credit derivatives 25,095,621 : 25,095,621 14,140,116 1,131,209
Defaulted Exposures 194,197 194,197 15,250 1,220
Total Off-Balance Sheet Exposures } 32,727,374 32,727,374 16,733,859 1,338,708
Total On and Off-Balance Sheet Exposures 303,532,340 @ 303,532,339 | 144,434,152 11,554,732
Total IRB Approach after Scaling Factor of 1.06 153,100,201 12,248,016

Total Credit Risk (Exposures under Standardised : j ;
Approach & IRB Approach) 456,834,231 455,076,118 | 223,756,115 17,900,489

2.0  Market Risk ‘
Interest Rate Risk 5,747,763 459,821
Foreign Currency Risk 4,163,411 333,072
Equity Risk j j j 196,089 15,687
Commodity Risk i ; j 1,014 81
Option Risk 270,988 21,679
Total Market Risk 3 3 10,379,265 830,341
3.0  Operational Risk 3 3 24,983,371 | 1,998,670
4.0  Total RWA and Capital Requirements } } 259,118,751 ! 20,729,500
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Gross Net Minimum c
Exposures/ Exposures/ Risk Capital [
As at 31.12.2012 EAD before EAD after Weighted Requirement @
Exposure Class CRM CRM Assets at 8% 3
RM’000 RM’000 =
1.0 Credit Risk 3 3 3 o
1.1 Exempted Exposures (Standardised Approach) N
On-Balance-Sheet Exposures ‘ ‘ ‘
Sovereigns/Central Banks 31,341,304+ 31,341,304 370,667 29,653
Public Sector Entities 1,128,923 : 1,128,923 819,354 - 65,548
Banks, Development Financial Institutions & MDBs - - - -
Insurance Cos, Securities Firms & Fund Managers 494 494 . 494 . 40
Corporates 14,051,035 14,033,801 : 13,682,325 : 1,094,586
Regulatory Retail 6,646,438 : 6,639,400 4,331,852 : 346,548
Residential Mortgage 889,835 : 889,835 391,658 31,333
Higher Risk Assets 319,443 319,443 479,165 38,333
Other Assets 9,155,591 : 9,155,591 4,269,165 341,533
Securitisation Exposures 296,629 : 296,629 59,326 4,746
Equity Exposure 107,709 107,709 116,207 9,297
Defaulted Exposures 190,556 ! 190,456 268,292 21,463
Total On-Balance Sheet Exposures 64,127,957 64,103,585 . 24,788,505 ' 1,983,080
Off-Balance-Sheet Exposures
OTC Derivatives 254,653 254,653 233,348 18,668
Off balance sheet exposures other than OTC ; ;
derivatives or credit derivatives 2,744,301 2,744,301 ! 2,438,754 195,100
Defaulted Exposures 29 29 . 18 1
Total Off-Balance Sheet Exposures 2,998,983 | 2,998,983 2,672,120 | 213,769
Total On and Off-Balance Sheet Exposures 67,126,940 | 67,102,568 | 27,460,623 | 2,196,850
1.2 Exposures under the IRB Approach
On-Balance-Sheet Exposures ] ] ]
Banks, Development Financial Institutions & MDBs 56,829,211 : 56,829,211 : 17,673,871 : 1,413,910
Insurance Cos, Securities Firms & Fund Managers - - - -
Corporate Exposures 119,200,475 : 119,200,475 74,747,103 5,979,768
a) Corporates (excluding Specialised Lending ; ; ;
and firm-size adjustments) 72,305,941 : 72,305,941 @ 45,191,352 3,615,308
b) Corporates (with firm-size adjustment) 44,446,396 44,446,396 . 28,050,651 2,244,052
c) Specialised Lending (Slotting Approach) : : :
- Project Finance 2,448,138 2,448,138 ! 1,505,100 120,408
Retail Exposures 83,953,051 ' 83,953,051 ' 27,075,604 ' 2,166,048
a) Residential Mortgages 32,074,705 ' 32,074,705 ' 10,198,843 ' 815,907
b) Qualifying Revolving Retail Exposures 4,205,587 4,205,587 2,234,913 : 178,793
c) Hire Purchase Exposures 18,798,030 18,798,030 : 6,872,074 - 549,766
d) Other Retail Exposures 28,874,729 : 28,874,729 7,769,774 621,582
Defaulted Exposures 2,435,800 | 2,435,800 | 461,103 | 36,888
Total On-Balance Sheet Exposures 262,418,537 262,418,537 119,957,681 : 9,596,614
HOE
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RISK

Gross Net Minimum
Exposures/ Exposures/ Risk Capital

As at 31.12.2012 EAD before EAD after Weighted Requirement
Exposure Class CRM CRM Assets at 8%
RM’000 RM’000 RM’000 RM’000

Off-Balance-Sheet Exposures

OTC Derivatives 8,926,671 | 8,926,671 | 3,106,257 . 248,501

Off balance sheet exposures other than OTC
derivatives or credit derivatives 43,006,447 : 43,006,447 : 22,933,647 : 1,834,692
Defaulted Exposures 16,984 16,984 11,013 881
Total Off-Balance Sheet Exposures 51,950,102 51,950,102 ' 26,050,917 2,084,074
Total On and Off-Balance Sheet Exposures 314,368,639 314,368,639 146,008,602 11,680,688
Total IRB Approach after Scaling Factor of 1.06 ' 154,769,118 12,381,529

Total Credit Risk (Exposures under Standardised ; ;
Approach & IRB Approach) 381,495,578 | 381,471,206 ' 182,229,741 | 14,578,379

2.0 Market Risk ‘ ‘ ‘
Interest Rate Risk 3,345,023 267,602
Foreign Currency Risk 2,443,975 195,518
Equity Risk - -
Commodity Risk - -
Option Risk } } 411,950 32,956
Total Market Risk } } 6,200,948 ' 496,076
3.0 Operational Risk 18,180,446 1,454,436

4.0 Total RWA and Capital Requirements 206,611,135 16,528,891
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Gross Net Minimum -

Exposures/ Exposures/ Risk Capital [
As at 31.12.2011 EAD before EAD after Weighted Requirement @
Exposure Class CRM CRM Assets at 8% 3
RM’000 RM’000 RM’000 RM’000 ;
1.0 Credit Risk 5

Exempted Exposures (Standardised Approach)
On-Balance-Sheet Exposures

Sovereigns/Central Banks 43,329,944 43,329,944 1,422,455 113,796
Public Sector Entities 863,528 861,443 698,335 55,867
Banks, Development Financial Institutions & MDBs - - - -
Insurance Cos, Securities Firms & Fund Managers 4,006 4,006 4,006 320
Corporates | 22,456,258 | 22,421,600 | 21,790,820 ! 1,743,266
Regulatory Retail 5,377,033 : 5,110,622 3,672,810 : 293,825
Residential Mortgage 736,715 736,715 408,861 32,709
Higher Risk Assets 437,645 437,645 656,467 52,517
Other Assets 17,324,102 17,324,102 5,355,679 | 428,454
Securitisation Exposures 1,012,355 1,012,355 554,994 : 44,400
Equity Exposure j 567,104 ' 567,104 828,265 66,261
Defaulted Exposures 221,137 221,137 290,326 23,226
Total On-Balance Sheet Exposures } 92,329,827 92,026,673 35,683,018 2,854,641
Off-Balance-Sheet Exposures ! : : :
OTC Derivatives 171,032 171,032 132,908 10,633
Off balance sheet exposures other than OTC ;

derivatives or credit derivatives : 3,481,319 3,250,692 3,018,348 241,468
Defaulted Exposures 22 . 22 . 18 1
Total Off-Balance Sheet Exposures 3,652,373 3,421,746 3,151,274 252,102
Total On and Off-Balance Sheet Exposures 95,982,200 ' 95,448,419 38,834,291 3,106,743

1.2 Exposures under the IRB Approach ‘

On-Balance-Sheet Exposures ‘ ‘ ‘ ‘
Banks, Development Financial Institutions & MDBs 50,469,618 50,469,618 16,787,783 1,343,023
Insurance Cos, Securities Firms & Fund Managers - - - -
Corporate Exposures 96,521,273 96,521,273 64,320,827 - 5,145,666
a) Corporates (excluding Specialised Lending ‘

and firm-size adjustments) 55,591,935 55,591,935 35,946,724 2,875,738
b) Corporates (with firm-size adjustment) 40,237,285 40,237,285 27,993,952 . 2,239,516
¢) Specialised Lending (Slotting Approach)

- Project Finance 692,053 692,053 380,151 30,412
Retail Exposures 74,494,070 © 74,494,070 @ 24,656,183 ' 1,972,495
a) Residential Mortgages | 31,960,977 31,960,977 11,214,807 897,185
b) Qualifying Revolving Retail Exposures 4,314,675 4,314,675 2,375,020 190,002
c) Hire Purchase Exposures 16,618,373 16,618,373 6,279,439 502,355
d) Other Retail Exposures 21,600,045 - 21,600,045 - 4,786,917 382,953
Defaulted Exposures } 3,891,501 3,891,501 - 693,937 55,515
Total On-Balance Sheet Exposures 225,376,461 ' 225,376,461 ' 106,458,728 ' 8,516,698
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RISK

Gross Net Minimum
Exposures/ Exposures/ Risk Capital

As at 31.12.2011 EAD before EAD after Weighted Requirement
Exposure Class CRM CRM Assets at 8%
RM’000 RM’000 RM’000 RM’000

Off-Balance-Sheet Exposures

OTC Derivatives . 7,294530 1 7,294,530 @ 2,525,339 | 202,027

Off balance sheet exposures other than OTC ;
derivatives or credit derivatives 21,775,436 - 21,775,436 12,437,733 995,019
Defaulted Exposures 188,701 188,701 11,630 ! 930
Total Off-Balance Sheet Exposures } 29,258,667 29,258,667 14,974,702 1,197,976
Total On and Off-Balance Sheet Exposures 254,635,128 254,635,128 121,433,430 9,714,674
Total IRB Approach after Scaling Factor of 1.06 128,719,436 10,297,555

Total Credit Risk (Exposures under Standardised ! ! ! !
Approach & IRB Approach) 350,617,328 350,083,547 167,553,727 13,404,298

2.0 Market Risk ; : ‘ :
Interest Rate Risk 4,764,168 381,133
Foreign Currency Risk 3,345,510 267,641
Equity Risk 8,599 688
Commodity Risk 1,012 81
Option Risk 257,386 20,591
Total Market Risk } } } 8,376,694 670,134
3.0  Operational Risk } } } 17,970,181 1,437,614
4.0  Total RWA and Capital Requirements } } 193,900,582 15,512,047
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Risk Total Risk -

Gross Net Weighted Weighted Minimum |
Exposures/ Exposures/ Risk Assets Assets after Capital «©
As at 31.12.2012 EAD before EAD Weighted Absorbed effects | Requirement g
Exposure Class CRM after CRM Assets by PSIA of PSIA at 8% =
RM’000 RM’'000 RM’000 RM’000 RM’000 RM’'000 g

1.0 Credit Risk ‘ ‘ ‘ ‘ ‘
1.1 Exempted Exposures (Standardised Approach) A SRR

On-Balance-Sheet Exposures

Sovereigns/Central Banks 16,867,117 16,867,117 12,461 - 12,461 997
Public Sector Entities 647,515 647,515 115,256 : - 115,256 9,220
Insurance Cos, Securities Firms & ; ; ; ; ;

Fund Managers 229 . 229 . 229 . - 229 . 18
Corporates 961,929 961,929 954,354 - 954,354 76,348
Regulatory Retail 880,629 ' 880,629 ' 514,558 ' - 514,558 41,165
Residential Mortgage 510,664 - 510,664 188,850 - 188,850 - 15,108
Higher Risk Assets 36 36 54 - 54 4
Other Assets 892,925 | 892,925 | 486,882 | - 486,882 | 38,951
Defaulted Exposures 6,294 6,294 5,421 - 5,421 434
Total On-Balance Sheet Exposures 20,767,338 | 20,767,338 ' 2,278,065 ' - 2,278,065 182,245
Off-Balance-Sheet Exposures : : : :

OTC Derivatives 43,193 43,193 33,100 - 33,100 ' 2,648
Off balance sheet exposures other than ; ; ; ; ;

OTC derivatives or credit derivatives 853,206 853,206 100,193 - 100,193 8,015
Defaulted Exposures - - - - - -
Total Off-Balance Sheet Exposures 896,399 ' 896,399 133,293 - 133,293 ! 10,663
Total On and Off-Balance Sheet Exposures 21,663,737 | 21,663,737 ' 2,411,358 - 2,411,358 192,908

1.2 Exposures under the IRB Approach
On-Balance-Sheet Exposures
Banks, Development Financial Institutions ! ! ! ! !

& MDBs 9,336,048 9,336,048 3,023,182 - 3,023,182 241,855
Corporate Exposures 17,951,852 17,951,852 : 10,923,073 : (120,110): 10,802,963 864,237
a) Corporates (excluding Specialised

Lending and firm-size adjustments) 9,235,827 9,235,827 5,180,787 (120,110) | 5,060,677 404,854

b) Corporates (with firm-size adjustment) 7,647,639 7,647,639 4,865,847 - 4,865,847 389,268
c) Specialised Lending (Slotting Approach)

- Project Finance 1,068,386 1,068,386 876,439 - 876,439 - 70,115
Retail Exposures 38,509,521 ' 38,509,521 ' 13,591,337 - 13,591,337 @ 1,087,308

a) Residential Mortgages 7,798,068 @ 7,798,068 ' 4,663,875 ' - 4,663,875 373,110

b) Qualifying Revolving Retail Exposures 338,521 - 338,521 - 179,769 - 179,769 - 14,382
¢) Hire Purchase Exposures 15,291,491« 15,291,491 . 4,790,824 - 4,790,824 383,266
d) Other Retail Exposures 15,081,441 15,081,441 . 3,956,869 - 3,956,869 316,550
Defaulted Exposures 380,948 380,948 - 110,807 - 110,807 8,865
Total On-Balance Sheet Exposures 66,178,369 | 66,178,369 | 27,648,399 ' (120,110) 1 27,528,289 | 2,202,263
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Risk Total Risk
Gross Net Weighted Weighted Minimum
Exposures/ Exposures/ Risk Assets Assets after Capital

As at 31.12.2012 EAD before EAD Weighted Absorbed effects Requirement
Exposure Class CRM after CRM Assets by PSIA of PSIA at 8%
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000

Off-Balance-Sheet Exposures

OTC Derivatives 187,137 | 187,137 | 120,357 | - 120,357 9,629
Off balance sheet exposures other than OTC ; ; ; ;
derivatives or credit derivatives 5,722,703 ' 5,722,703 2,948,052 - 2,948,052 235,844
Defaulted Exposures 5,652 5,652 3,856 - 3,856 308
Total Off-Balance Sheet Exposures 5,915,492 ' 5915492 @ 3,072,265 ' - 3,072,265 245,781
Total On and Off-Balance Sheet Exposures 72,093,861 72,093,861 30,720,664 (120,110)3 30,600,554 2,448,044
Total IRB Approach after Scaling Factor
of 1.06 ' 32,563,904 : (127,317): 32,436,587 2,594,927
Total Credit Risk (Exposures under ; ; ! !
Standardised Approach & IRB Approach) 93,757,599 © 93,757,598 : 34,975,262 (127,317): 34,847,945 2,787,836
2.0 Market Risk : ‘ :
Bench Mark Rate Risk j j 126,089 | - 126,089 10,087
Equity Risk - - - -
Foreign Exchange Risk 621,816 - - 621,816 49,745
Option Risk - - - -
Total Market Risk } } 747,905 - 747,905 59,832
3.0  Operational Risk } 2,959,425 | - 2,959,425 236,754
4,0  Additional RWA due to capital Floor 968,148 968,148 77,452
5.0  Total RWA and Capital Requirements 1 39,650,740 | (127,317) 39,523,423 3,161,874
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Risk Total Risk :

Gross Net Weighted Weighted Minimum |
Exposures/ Exposures/ Risk Assets Assets after Capital =
As at 31.12.2011 EAD before EAD Weighted Absorbed effects | Requirement g
Exposure Class CRM after CRM Assets by PSIA of PSIA at 8% =
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 g

1.0  Credit Risk ! : ‘ ‘ ‘ ‘
1.1 Exempted Exposures (Standardised Approach) : T

On-Balance-Sheet Exposures

Sovereigns/Central Banks © 12,198,099 ¢ 12,198,099 - - - -
Public Sector Entities j 93,011 89,323 | 77,315 | - 77,315 | 6,185
Insurance Cos, Securities Firms & Fund Managers: 329 329 329 - 329 26
Corporates 2,649,670 - 2,464,690 - 2,707,937 - - 2,707,937 - 216,635
Regulatory Retail 924,021 - 826,110 - 619,583 - 619,583 49,567
Residential Mortgage 189,943 189,943 119,680 - - 119,680 - 9,574
Higher Risk Assets j 30,340 | 30,340 | 45,510 | - 45,510 | 3,641
Other Assets L 2,368,113 1 2,368,113 | 525,833 - 525,833 42,067
Defaulted Exposures 5,926 5,926 6,240 - 6,240 499
Total On-Balance Sheet Exposures 18,459,452 ¢ 18,172,873 4,102,427 — 4,102,427 328,194
Off-Balance-Sheet Exposures ! ‘ ‘ ‘ ‘
OTC Derivatives j 181,545 181,545 36,749 | - 36,749 | 2,940
Off balance sheet exposures other than OTC ;
derivatives or credit derivatives 412,955 412,955 14,504 - 14,504 1,160
Defaulted Exposures - - - - - -
Total Off-Balance Sheet Exposures } 594,500 594,500 51,253 — 51,253 4,100
Total On and Off-Balance Sheet Exposures ' 19,053,952 ' 18,767,374 ' 4,153,679 — 4,153,679 332,294
1.2 Exposures under the IRB Approach
On-Balance-Sheet Exposures
Banks, Development Financial Institutions & ; ; ; ; ;
MDBs 8622533 0 8,622,533 1 3,523,929 — 3,523,929 281,914
Corporate Exposures 14,682,146 14,682,146 10,272,192 (194,270) - 10,077,922 806,234
a) Corporates (excluding Specialised ! ! ! ! !
Lending and firm-size adjustments) 7,345,787 7,345,787 4,529,898 (194,270) : 4,335,628 346,850
b) Corporates (with firm-size adjustment) 6,660,457 - 6,660,457 - 5,153,373 - - 5,153,373 - 412,270
¢) Specialised Lending (Slotting Approach) ;
- Project Finance 675,902 675,902 588,921 - 588,921 47,114
Retail Exposures 30,398,139 ¢ 30,398,139 © 10,894,520 — 10,894,520 871,561
a) Residential Mortgages 5 5,536,957 5,536,957 3,099,850 — 3,099,850 247,988
b) Qualifying Revolving Retail Exposures ! 312,644 312,644 181,426 . 181,426 14,514
¢) Hire Purchase Exposures : 14,117,388 14,117,388 5,136,076 - - 5,136,076 - 410,886
d) Other Retail Exposures | 10,431,150 10,431,150 | 2,477,168 | - 2,477,168 198,173
Defaulted Exposures } 521,041 521,041 167,230 - 167,230 13,378
Total On-Balance Sheet Exposures | 54,213,859 ' 54,223,859 '« 24,857,871 (194,270 24,663,601 1,973,088
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Risk Total Risk
Gross Net Weighted Weighted Minimum
Exposures/ Exposures/ Risk Assets Assets after Capital

As at 31.12.2011 EAD before EAD Weighted Absorbed effects Requirement
Exposure Class CRM after CRM Assets by PSIA of PSIA at 8%
RM’000 RM’000 RM’000 RM’000 RM’000 RM’000

Off-Balance-Sheet Exposures

OTC Derivatives 143,026 143,026 53,154 - 53,154 4,252
Off balance sheet exposures other than OTC ;
derivatives or credit derivatives 3,320,186 3,320,186 1,702,384 - 1,702,384 136,191
Defaulted Exposures 5,496 5,49 3,620 - 3,620 290
Total Off-Balance Sheet Exposures } 3,468,707 3,468,707 1,759,158 — 1,759,158 140,733
Total On and Off-Balance Sheet Exposures ' 57,692,566 ' 57,692,566 @ 26,617,030 : (194,270) 1 26,422,760 2,113,821
Total IRB Approach after Scaling Factor of 1.06 3 28,214,051 (205,926) 28,008,125 2,240,650
Total Credit Risk (Exposures under ! ; ! ; ; ;
Standardised Approach & IRB Approach) 76,746,518 76,459,940 32,367,730 : (205,926) : 32,161,804 : 2,572,944
2.0 Market Risk 3 : 3 3 3 3
Bench Mark Rate Risk : j j 284,442 - 284,442 22,755
Equity Risk - — — _
Foreign Exchange Risk 23,500 - 23,500 1,880
Total Market Risk } } } 307,942 — 307,942 24,635
3.0  Operational Risk } } 2,573,751 — 2,573,751 205,900
4,0  Additional RWA due to capital Floor 3,891,670 - 3,482,850 278,628
5.0  Total RWA and Capital Requirements } } 39,141,093 | (205,926) 38,935,167 | 3,114,813
A two-pronged approach is adopted:
Corporate and institutional credit risks are assessed by i) Managing the Credit Risk
business units and approved by an independent party (Group ii) Managing the Credit Portfolio
Credit Management) where each customer is assigned a credit
rating based on the assessment of relevant factors including Retail credit exposures are managed on a programme basis.
customer’s financial position, types of facilities and securities Credit programme are assessed jointly between credit risk and
offered. business units. Reviews on credit programmes are conducted at

least once a year to assess the performance of the portfolio.

Reviews are conducted at least once a year with updated

information on customer’s financial position, market position, Group wide hierarchy of credit approving authorities and
industry and economic condition and account conduct. committee structures are in place to ensure appropriate
Corrective actions are taken when the accounts show signs of underwriting standards are enforced consistently throughout
credit deterioration. the Group.
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MANAGEMENT OF CONCENTRATION RISK

To manage large exposures, the Group has in place, amongst
others, the following limits and related lending guidelines to
avoid undue concentration of credit risk in its loan portfolio:

» Countries

e Business Segments

e Economic Sectors

« Single Customer Groups

o Banks & Non-Bank Financial Institutions
» Counterparties

« Collaterals

ASSET QUALITY MANAGEMENT

To effectively manage vulnerable corporate and institutional
credits of the Group, there are dedicated teams comprising
Corporate Remedial Management at Head Office and Loan
Management Centres at Regional Offices. Vulnerable consumer
credits are managed by the Recovery Management Unit at
Head Office and Asset Quality Management Centres at Regional
Offices. Special attention is given to these vulnerable credits
where more frequent and intensive reviews are performed in
order to accelerate remedial action.

Credit Risk Management (“CRM”) Framework

The CRM framework includes comprehensive credit risk
policies, tools and methodologies for identification,
measurement, monitoring and control of credit risk on a
consistent basis. Components of the CRM framework constitute:

« Strong emphasis in creating and enhancing credit risk
awareness.

« Comprehensive selection and training of lending personnel
in the management of credit risk.

» Leveraging on knowledge sharing tools including e-learning
courses to enhance credit skills within the Group.

The Group’s credit approving process encompasses pre-approval
evaluation, approval and post-approval evaluation. The Credit
Risk Management (CRM) is responsible for developing,
enhancing and communicating an effective and consistent
credit risk management framework across the Group to ensure
appropriate credit policies are in place to identify, measure,
control and monitor such risks.

In view that authority limits are directly related to the risk
levels of the borrower and transaction, a Risk-Based Authority
Limit structure was implemented based on the Expected Loss
framework and internally developed Credit Risk Rating System
(“CRRS”).

Tables 6 through 8 present the geographic analysis and
distribution of exposures under both the SA and IRB
approaches for the Group, the Bank and MIB respectively.
These tables show the geographic distribution and the
proportion of credit exposures assessed under the SA and IRB
approaches.

Tables 9 through 11 present the disclosure on credit risk
exposures by the various industries for the Group, the Bank
and MIB, respectively.

In Tables 12 through 14, the credit risk exposures are
presented by maturity periods of one year or less, one to five
years and over five years for the Group, the Bank and MIB,
respectively.
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RISK

As at 31.12.2012

Exposure Class

Exposures under Standardised Approach

Sovereigns/Central Banks

Public Sector Entities

Banks, Development Financial Institutions
& MDBs

Insurance Cos, Securities Firms & Fund
Managers

Corporates

Regulatory Retail

Residential Mortgage

Higher Risk Assets

Other Assets

Securitisation Exposures

Equity Exposure

Total Standardised Approach
Exposures under IRB Approach
Banks, Development Financial Institutions
& MDBs
Insurance Cos, Securities Firms & Fund
Managers
Corporate Exposures
a) Corporates (excluding Specialised
Lending and firm-size adjustments)
b) Corporates (with firm-size
adjustment)
c) Specialised Lending
(Slotting Approach)
- Project Finance

Retail Exposures

a) Residential Mortgages

b) Qualifying Revolving Retail Exposures
c) Hire Purchase Exposures

d) Other Retail Exposures

Total IRB Approach
Total Standardised and IRB Approaches
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Others

i.e. Oversea
Malaysia Singapore Indonesia Units Total
RM’000 RM’000 RM’000 RM’000 RM’000
34,832,970 | 13,442,562 . 6,787,671 . 2,417,071 . 57,480,274
1,147,743 | 665,777 | 3,484 | 17,672 | 1,834,676
88,919 | 573,644 | 2,566,060 | 762,049 | 3,990,672
42,078 | 791,528 | - 37,657 | 871,263
6,872,519 ' 2,168,819 | 18,160,480 ' 10,592,869 ' 37,794,687
4,417,099 | 5,915,293 | 7,150,054 | 1,650,987 ' 19,133,433
1,217,049 | 106,876 ' 894,420 | 91,306 ' 2,309,651
511,210 | 62,518 | - 1,573 | 575,301
179,847 | 1,396,956 | 2,413,769 4,561,750 8,552,322
296,629 | - - - 296,629
81,411 | 26,531 | - 802 ! 108,744
49,687,474 © 25,150,504 ' 37,975,938 ' 20,133,736 ' 132,947,652
44,930,152 | 12,579,297 | - 12,497,094 | 70,006,543
5 — ! - - 5
112,396,920 | 51,054,720 ' — | 11,466,010 | 174,917,650
66,073,008 | 27,225,235 | - 11,101,364 | 104,399,605
42,807,387 | 23,829,485 | - 364,646 | 67,001,518
3,516,525 | - - - 3,516,525
109,391,200 23,689,545 - — ' 133,080,744
30,342,965 © 10,175,458 | - — | 40,518,423
5,304,839 ' 3,053,059 ! - - 8,357,898
27,211,291 | 7,775,234 | - - 34,986,525
46,532,104 ' 2,685,794 | - — | 49,217,898
266,718,278 ' 87,323,562 — 23,963,102 © 378,004,943
316,405,750 © 112,474,064 @ 37,975,939 : 44,096,839 : 510,952,595
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Others -

As at 31.12.2011 i.e. Oversea | = |[EEEEEES
Exposure Class Malaysia Singapore Indonesia Units Total @

RM’000 RM’000 RM’000 RM’000 RM’000 3
Exposures under Standardised Approach ! ! ‘ ‘ =
Sovereigns/Central Banks ; 44,687,764 10,084,929 4,624,699 2,616,939 62,014,330 i
Public Sector Entities 308,174 653,459 6,498 : 54,850 1,022,981
Banks, Development Financial Institutions & ? e

MDBs 13,844 630,472 2,761,571 685,383 4,091,271
Insurance Cos, Securities Firms & Fund ;

Managers : 16,976 329,728 - 207,594 554,298
Corporates 7,530,990 4,049,100 16,527,110 18,679,690 46,786,891
Regulatory Retail 5,025,305 3,113,988 6,247,015 943,536 15,329,844
Residential Mortgage 903,858 42,685 1,139,139 . 15,772 2,101,454
Higher Risk Assets j 599,057 | 11,085 | — 1,635 | 611,777
Other Assets 7,832,719 9,449,314 1,263,488 - 651,265 19,196,787
Securitisation Exposures 1,012,355 . - — - 1,012,355
Equity Exposure 535,122 : 44,782 - - 579,904
Total Standardised Approach } 68,466,165 28,409,540 32,569,521 23,856,664 '« 153,301,891
Exposures under IRB Approach
Banks, Development Financial Institutions 3

& MDBs 29,021,470 - 10,569,472 — 17,150,313 56,741,255
Corporate Exposures 96,932,882 - 33,305,532 - 2,103,546 : 132,341,960

a) Corporates (excluding Specialised 1 1 1

Lending and firm-size ! ! ! ! !
adjustments) 55,389,963 18,248,481 - 1,547,130 75,185,574

b) Corporates (with firm-size 3 3 3
adjustment) 40,174,964 15,057,051 - 556,416 55,788,432

c) Specialised Lending (Slotting Approach): 3 3 3
- Project Finance 1,367,955 : - - - 1,367,955
Retail Exposures 90,254,426 @ 24,194,697 - — 114,449,123

a) Residential Mortgages | 26,392,809 11,361,652 — — 37,754,461

b) Qualifying Revolving Retail Exposures 5,478,817 2,745,869 - - 8,224,686

c) Hire Purchase Exposures 24,115,708 - 8,031,004 — - 32,146,712

d) Other Retail Exposures 34,267,091 . 2,056,173 - - 36,323,264
Total IRB Approach 216,208,779 68,069,701 — 19,253,859 © 303,532,338
Total Standardised and IRB Approaches | 284,674,944 | 96,479,241 | 32,569,521 | 43,110,523 | 456,834,230
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As at 31.12.2012

Exposure Class

Exposures under Standardised Approach

Sovereigns/Central Banks

Public Sector Entities

Insurance Cos, Securities Firms & Fund
Managers

Corporates

Regulatory Retail

Residential Mortgage

Higher Risk Assets

Other Assets

Securitisation Exposures

Equity Exposure

Total Standardised Approach

Exposures under IRB Approach

Banks, Development Financial Institutions
& MDBs

Insurance Cos, Securities Firms & Fund
Managers

Corporate Exposures

a) Corporates (excluding Specialised

Lending and firm-size adjustments)
b) Corporates (with firm-size adjustment)
c) Specialised Lending

(Slotting Approach)

- Project Finance

Retail Exposures

a) Residential Mortgages

b) Qualifying Revolving Retail Exposures
c) Hire Purchase Exposures

d) Other Retail Exposures

Total IRB Approach
Total Standardised and IRB Approaches
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Others

i.e. Oversea
Malaysia Singapore Indonesia Units Total
RM’000 RM’000 RM’000 RM’000 RM’000
17,215,486 ' 13,430,910 - 787,757 | 31,434,153
485,809 | 665,777 - - 1,151,585
40,420 ' - - 36,913 | 77,333
5,438,345 | 1,935,145 | - 9,073,531 | 16,447,021
3,329,660 ' 3,418,660 ' - 287,795 | 7,036,116
703,486 | 106,876 ' - 84,501 ' 894,863
418,696 | 15,981 | - - 434,677
8,360,656 519,572 | - 366,625 | 9,246,853
296,629 - - - 296,629
81,178 | 26,531 | - - 107,709
36,370,365 ' 20,119,452 ' - 10,637,122 ' 67,126,939
44,012,048 | 12,579,297 | - 12,497,094 ' 69,088,440
5 - - - 5
91,356,663 | 51,054,720 ' - 10,738,278 | 153,149,660
55,444,781 ' 27,225,235 ' — 10,373,632 ' 93,043,647
33,463,744 | 23,829,485 | - 364,646 | 57,657,875
2,448,138 | - — — | 2,448,138
68,440,988 ' 23,689,545 ' - — ' 92,730,532
22,384,693 ' 10,175,458 ' - — ' 32,560,151
4,891,301 | 3,053,059 - - 7,944,360
11,094,764 | 7,775,234 | - - 18,869,997
30,070,230 2,685,794 | - — | 32,756,024
203,809,703 ' 87,323,562 — 23,235,371 ' 314,368,639
107,443,014 — 33,872,494 ' 381,495,578

240,180,067
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Others .
As at 31.12.2011 i.e. Oversea | |EEEEEEEEE
Exposure Class Malaysia Singapore Indonesia Units Total =
RM’000 RM’000 RM’000 RM’000 RM’000 3
Exposures under Standardised Approach ‘ ‘ ‘ ‘ é
Sovereigns/Central Banks 32,170,726 - 10,080,374 — 1,224,547 43,475,648 i
Public Sector Entities 213,865 653,459 — - 867,324
Insurance Cos, Securities Firms & Fund ; ; ; o
Managers j 16,066 | — - 207,594 | 223,660
Corporates 4,703,788 3,743,217 — 17,133,374 25,580,379
Regulatory Retail 3,519,730 1,652,599 — 417,426 5,589,755
Residential Mortgage 709,566 42,685 — 15,772 768,023
Higher Risk Assets j 471,847 1,050 | - — 472,89
Other Assets j 8,991,154 8,126,829 ' - 307,073 | 17,425,057
Securitisation Exposures 1,012,355 - - - - 1,012,355
Equity Exposure 522,322 44,782 - - 567,104
Total Standardised Approach } 52,331,419 | 24,344,994 — 19,305,787 ' 95,982,200
Exposures under IRB Approach
Banks, Development Financial Institutions ;
& MDBs 29,092,439 10,569,472 — 17,150,313 56,812,224
Insurance Cos, Securities Firms & | | | |
Fund Managers -
Corporate Exposures 80,423,296 : 33,305,532 — 2,103,546 : 115,832,374
a) Corporates (excluding Specialised ! ! ! ! !
Lending and firm-size adjustments) 47,324,716 18,248,481 — 1,547,130 ' 67,120,327
b) Corporates (with firm-size adjustment): 32,406,527 - 15,057,051 - 556,416 48,019,995
c) Specialised Lending ? ? ? ‘ ?
(Slotting Approach) ! ! ! !
- Project Finance 692,053 - - - 692,053
Retail Exposures } 57,795,833 | 24,194,697 — — 81,990,529
a) Residential Mortgages | 20,849,051 11,361,652 — — 32,210,703
b) Qualifying Revolving Retail Exposures 5,096,793 2,745,869 - - 7,842,662
c) Hire Purchase Exposures 8,679,271 8,031,004 — - 16,710,274
d) Other Retail Exposures 23,170,718 2,056,173 - - 25,226,891
Total IRB Approach 167,311,568 ' 68,069,701 — 19,253,859 ' 254,635,128
Total Standardised and IRB Approaches 219,642,987 | 92,414,695 | — | 38,559,646 | 350,617,328
HOE
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Others
As at 31.12.2012 i.e. Oversea

Exposure Class Malaysia Singapore Indonesia Units Total
RM’000 RM’000 RM’000 RM’000 RM’000

Exposures under Standardised Approach ‘ ? 1 : 1

Sovereigns/Central Banks 17,617,117 - - - 17,617,117
Public Sector Entities 661,934 - - - 661,934
Insurance Cos, Securities Firms & Fund ; ; ;

Managers 1,657 - - - 1,657
Corporates 1,081,313 - - - 1,081,313
Regulatory Retail 893,152 - - - 893,152
Residential Mortgage 513,563 - - - 513,563
Higher Risk Assets 2,075 : - - - 2,075
Other Assets 892,926 - - - 892,926

Total Standardised Approach 21,663,737 — — — 21,663,737
Exposures under IRB Approach i

Banks, Development Financial Institutions ! !

& MDBs 9,452,183 - - - 9,452,183

Corporate Exposures 21,691,465 ! - - - 21,691,465
a) Corporates (excluding Specialised ! ! ! !

Lending and firm-size adjustments) 11,279,436 - - — 11,279,436

b) Corporates (with firm-size adjustment) 9,343,643 - - - 9,343,643

c) Specialised Lending
(Slotting Approach)

- Project Finance 1,068,386 | - — — | 1,068,386

Retail Exposures 40,950,214 - - — ' 40,950,214
a) Residential Mortgages 7,958,273 - - - 7,958,273
b) Qualifying Revolving Retail Exposures 413,539 - - - 413,539
c) Hire Purchase Exposures 16,116,527 - - - 16,116,527
d) Other Retail Exposures 16,461,875 - - - 16,461,875
Total IRB Approach 72,093,862 - - — 72,093,862
} - - 93,757,599

Total Standardised and IRB Approaches 93,757,599 -
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Others .
As at 31.12.2011 i.e. Oversea | = |EEEEEEES
Exposure Class Malaysia Singapore Indonesia Units Total =
RM’000 RM’000 RM’000 RM’000 RM’000 3
Exposures under Standardised Approach ‘ ‘ é
Sovereigns/Central Banks 12,498,099 - - - 12,498,099 i
Public Sector Entities 94,309 : - - — 94,309
Insurance Cos, Securities Firms & Fund ; e
Managers 910 - - - 910
Corporates 2,937,690 - - - 2,937,690
Regulatory Retail 929,252 - — - 929,252
Residential Mortgage 193,640 : - — - 193,640
Higher Risk Assets 31,938 - — - 31,938
Other Assets j 2,368,113 | — - ~ 2,368,113
Total Standardised Approach } 19,053,951 - — - 19,053,951
Exposures under IRB Approach ‘ !
Banks, Development Financial Institutions
& MDBs 8,769,320 — — — 8,769,320
Corporate Exposures 16,509,586 — — — 16,509,586
a) Corporates (excluding Specialised ! ! ! ! !
Lending and firm-size adjustments) 8,065,247 — — — 8,065,247
b) Corporates (with firm-size adjustment): 7,768,437 - - - 7,768,437
c) Specialised Lending ? ‘ ‘ ‘ ‘
(Slotting Approach) ! !
- Project Finance 675,902 - - - 675,902
Retail Exposures } 32,413,661 - — — 32,413,661
a) Residential Mortgages } 5,543,759 - — — 5,543,759
b) Qualifying Revolving Retail Exposures 382,024 - - - 382,024
¢) Hire Purchase Exposures 15,436,438 — — — 15,436,438
d) Other Retail Exposures 11,051,440 - - - - 11,051,440
Total IRB Approach } 57,692,567 — — — 57,692,567
Total Standardised and IRB Approaches ! 76,746,518 — - — 76,746,518
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RISK

As at 31.12.2012

Exposure Class

Standardised Approach

Sovereigns/Central Banks

Public Sector Entities

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

Regulatory Retail

Residential Mortgage

Higher Risk Assets

Other Assets

Securitisation Exposures

Equity Exposure

Total Standardised Approach

IRB_Approach

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

a) Corporates (excluding Specialised Lending
and firm-size adjustments)

b) Corporates (with firm-size adjustment)

c) Specialised Lending (Slotting Approach)
- Project Finance

Retail Exposures

a) Residential Mortgages

b) Qualifying Revolving Retail Exposures
c) Hire Purchase Exposures

d) Other Retail Exposures

Total IRB Approach
Total Standardised and IRB Approaches

|| H Maybank Annual Report 2012
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One year One to Over
or less five years five years Total
RM’000 RM’000 RM’000 RM’000
31,090,793 | 14,640,610 | 11,748,872 | 57,480,274
109,056 ' 676,103 | 1,049,517 1,834,675
2,855,926 | 866,947 | 267,798 | 3,990,672
52,220 | 812,912 6,131 | 871,263
13,850,663 | 17,093,880 6,850,145 | 37,794,688
6,958,287 ' 8,177,426 3,997,721 1 19,133,434
12,573 | 335,019 1,962,058 | 2,309,651
139,863 | 427,123 | 8,315 | 575,300
2,360,603 | 6,191,719 | - 8,552,322
- 296,629 | - 296,629
61,453 | 47,291 | - 108,744
57,491,438 ' 49,565,659 ' 25,890,557 ' 132,947,652
47,522,021 1 17,582,710 | 4,901,813 | 70,006,543
5! - - 5
73,685,512 ' 51,750,996 | 49,481,140 | 174,917,650
45,867,429 '« 28,177,829 ' 30,354,349 ' 104,399,607
27,818,083 | 20,056,643 | 19,126,791 | 67,001,518
— | 3,516,525 | — | 3,516,525
6,266,399 ' 22,623,160 ' 104,191,186 ' 133,080,744
43,845 1,562,182 ' 38,912,396 ' 40,518,423
2,260,247 | 5,908,806 ' 188,845 | 8,357,898
297,198 | 11,542,408 ' 23,146,918 | 34,986,525
3,665,108 | 3,609,763 | 41,943,026 | 49,217,898
127,473,936 © 91,956,866 ' 158,574,139 ' 378,004,942
184,965,373 | 141,522,525 | 184,464,696 ' 510,952,595




adueuwLiojiad Ing

As at 31.12.2011 One year : One to : Over
Exposure Class or less five years five years Total [
P RM’000 RM’000 RM’000 RM’000 =
Standardised Approach ‘ ! ! ! i
Sovereigns/Central Banks ; 27,803,279 : 12,676,120 21,534,932 : 62,014,330 o]
Public Sector Entities ; 660,357 79,123 283,501 1,022,981 i
Banks, Development Financial Institutions & MDBs ; 1,877,940 2,165,302 48,027 4,091,270
Insurance Cos, Securities Firms & Fund Managers ; 575 553,723 : - 554,298
Corporates ; 14,890,750 25,719,629 6,176,511 46,786,890
Regulatory Retail j 5,005,404 | 6,775,820 ' 3,548,620 | 15,329,844
Residential Mortgage 525,279 342,115 1,234,060 - 2,101,454
Higher Risk Assets 138,027 339,872 133,879 611,777
Other Assets 10,274,575 7,703,086 1,219,127 19,196,787
Securitisation Exposures 1,012,355 — - 1,012,355
Equity Exposure - 579,904 - 579,904
Total Standardised Approach 62,188,541 ! 56,934,694 ' 34,178,657 © 153,301,891
IRB Approach } } } }
Banks, Development Financial Institutions & MDBs 31,118,360 22,760,591 2,862,304 56,741,255
Corporate Exposures 57,503,540 42,448,551 32,389,870 132,341,960
a) Corporates (excluding Specialised Lending ‘ ; ; ;
and firm-size adjustments) 3 33,562,168 24,643,104 16,980,302 75,185,574
b) Corporates (with firm-size adjustment) 23,941,372 16,437,492 15,409,568 55,788,432
c) Specialised Lending (Slotting Approach)
- Project Finance - 1,367,955 : - 1,367,955
Retail Exposures } 1,526,626 27,699,242 85,223,255 '« 114,449,123
a) Residential Mortgages 3 43,363 6,702,240 © 31,008,859 ' 37,754,461
b) Qualifying Revolving Retail Exposures 926,623 6,898,009 400,053 | 8,224,686
c) Hire Purchase Exposures 287,022 10,379,839 21,479,851 . 32,146,712
d) Other Retail Exposures 269,619 3,719,153 32,334,492 36,323,264
Total IRB Approach 3 90,148,526 92,908,383 © 120,475,429 ' 303,532,338
Total Standardised and IRB Approaches 152,337,067 | 149,843,077 ' 154,654,085 | 456,834,230
HOE
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As at 31.12.2012

Exposure Class

Standardised Approach

Sovereigns/Central Banks

Public Sector Entities

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

Regulatory Retail

Residential Mortgage

Higher Risk Assets

Other Assets

Securitisation Exposures

Equity Exposure

Total Standardised Approach

IRB_Approach
Banks, Development Financial Institutions & MDBs

Insurance Cos, Securities Firms & Fund Managers
Corporate Exposures

a) Corporates (excluding Specialised Lending
and firm-size adjustments)

b) Corporates (with firm-size adjustment)

c) Specialised Lending (Slotting Approach)
- Project Finance

Retail Exposures

a) Residential Mortgages

b) Qualifying Revolving Retail Exposures
c) Hire Purchase Exposures

d) Other Retail Exposures

Total IRB Approach
Total Standardised and IRB Approaches

|| H Maybank Annual Report 2012
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One year One to Over
or less five years five years Total
RM’000 RM’000 RM’000 RM’000
14,436,001 | 8,200,080 = 8,798,072 | 31,434,154
86,685 | 630,562 434,338 | 1,151,585
49,979 | 21,222 | 6,131 | 77,333
3,843,176 | 8,848,488 | 3,755,358 | 16,447,022
3,464,873 | 1,091,107 2,480,137 | 7,036,116
2,653 | 65,822 ' 826,388 | 894,863
138,791 | 288,436 | 7,449 | 434,676
8,989,306 ' 257,547 | - 9,246,853
- 296,629 - 296,629
61,453 | 46,256 | - 107,709
31,072,918 19,746,149 ' 16,307,873 © 67,126,939
39,308,654 ' 24,918,479 | 4,861,307 ' 69,088,440
5 - - 5
63,349,698 | 48,471,937 | 41,328,025 | 153,149,660
39,205,297 @ 27,548,554 © 26,289,797 93,043,648
24,144,401 | 18,475,245 | 15,038,228 | 57,657,874
— | 2,448,138 | — | 2,448,138
5,678,197 = 16,822,833 ' 69,629,501 ' 92,130,531
39,339 1,312,684 = 31,208,127 © 32,560,151
2,229,582 5,530,114 | 184,664 | 7,944,360
203,616 7,284,673 ' 11,381,708 | 18,869,997
3,205,661 | 2,695,362 | 26,855,000 ' 32,756,024
108,336,554 © 90,213,249 : 115,818,833 ' 314,368,639
139,409,472 @ 109,959,398 : 132,126,706 : 381,495,578
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As at 31.12.2011 One year : One to : Over
Exposure Class or less five years five years Total |
P RM’000 RM’000 RM’000 RM’000 @
Standardised Approach ‘ ‘ ‘ ‘ i
Sovereigns/Central Banks 17,884,878 7,101,440 18,489,329 43,475,648 =
Public Sector Entities 580,811 19,872 266,641 867,324 i
Banks, Development Financial Institutions & MDBs - - - -
Insurance Cos, Securities Firms & Fund Managers - 223,660 - 223,660
Corporates 5,827,213 - 17,259,020 2,494,146 25,580,379
Regulatory Retail 2,100,707 1,449,182 . 2,039,866 5,589,755
Residential Mortgage 505,169 40,017 222,836 768,023
Higher Risk Assets 124,211 232,472 116,213 472,896
Other Assets 16,427,499 | 997,557 | — | 17,425,057
Securitisation Exposures 1,012,355 - - 1,012,355
Equity Exposure - 567,104 : - 567,104
Total Standardised Approach | 44,462,844 27,890,324 23,629,032 95,982,200
IRB_Approach ! ‘ ‘ ‘
Banks, Development Financial Institutions & MDBs 35,895,911 18,068,030 2,848,282 56,812,224
Insurance Cos, Securities Firms & Fund Managers - - - -
Corporate Exposures 49,421,656 39,201,893 27,208,825 115,832,374
a) Corporates (excluding Specialised Lending ! ! ! !
and firm-size adjustments) 3 28,576,658 23,668,676 14,874,993 67,120,327
b) Corporates (with firm-size adjustment) 20,844,998 : 14,841,165 12,333,832 48,019,995
c) Specialised Lending (Slotting Approach)
- Project Finance - 692,053 - 692,053
Retail Exposures } 1,384,884 15,890,696 ' 64,714,949 ' 81,990,529
a) Residential Mortgages } 37,925 1,272,320 © 30,900,458 ' 32,210,703
b) Qualifying Revolving Retail Exposures 923,045 6,525,086 394,531 7,842,662
¢) Hire Purchase Exposures 204,903 6,582,013 9,923,358 16,710,274
d) Other Retail Exposures 219,011 1,511,277 23,496,603 25,226,891
Total IRB Approach } 86,702,451 73,160,620 94,772,057 © 254,635,128
Total Standardised and IRB Approaches 131,165,295 101,050,944 118,401,089 350,617,328
H N
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One year One to Over
or less five years five years Total
RM’000 RM’000 RM’000 RM’000

As at 31.12.2012

Exposure Class

Standardised Approach

Sovereigns/Central Banks 11,873,720 4,504,670 1,216,478 17,594,868
Public Sector Entities 18,886 27,869 615,179 661,934
Insurance Cos, Securities Firms & Fund Managers 1,495 162 - 1,657
Corporates 792,853 - 288,460 1,081,313
Regulatory Retail 207,892 84,375 600,886 893,153
Residential Mortgage 309 - 23,682 489,572 513,563
Higher Risk Assets 1,072 137 866 2,075
Other Assets 915,174 ! - - 915,174
Total Standardised Approach 13,811,401 4,640,895 3,211,441 21,663,737
IRB_Approach ‘ ‘ :
Banks, Development Financial Institutions & MDBs 8,213,367 1,198,311 40,506 9,452,184
Corporate Exposures 10,335,814 3,202,536 8,153,114 : 21,691,464
a) Corporates (excluding Specialised Lending ! ! !
and firm-size adjustments) 6,662,132 552,752 4,064,551 ' 11,279,435
b) Corporates (with firm-size adjustment) 3,673,682 1,581,398 4,088,563 9,343,643
c) Specialised Lending (Slotting Approach)
- Project Finance - 1,068,386 - 1,068,386
Retail Exposures 588,201 ' 5,800,326 @ 34,561,686 ' 40,950,213
a) Residential Mortgages 4,506 249,498 7,704,269 7,958,273
b) Qualifying Revolving Retail Exposures 30,666 : 378,692 4,181 413,539
c) Hire Purchase Exposures 93,582 ! 4,257,735 11,765,210 16,116,527
d) Other Retail Exposures 459,447 914,401 15,088,026 16,461,874
Total IRB Approach 19,137,382 © 10,201,173 42,755,306 ' 72,093,861
Total Standardised and IRB Approaches 32,948,783 14,842,068 45,966,747 93,757,598
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As at 31.12.2011 One year : One to : Over
Exposure Class or less five years five years Total |
P RM’000 RM’000 RM’000 RM’000 @
Standardised Approach ‘ ‘ ‘ ‘ i
Sovereigns/Central Banks 6,264,637 4,772,393 1,461,069 12,498,099 =
Public Sector Entities 73,538 4,401 - 16,370 94,309 i
Insurance Cos, Securities Firms & Fund Managers 575 : 335 ¢ - 910
Corporates 541,498 1,126,661 - 1,269,532 2,937,691
Regulatory Retail 77,765 81,764 769,723 929,252
Residential Mortgage 6,819 : 12,738 174,084 193,641
Higher Risk Assets j 13,816 457 17,665 31,938
Other Assets 2,360,490 7,623 - 2,368,113
Total Standardised Approach } 9,339,138 6,006,372 3,708,443 19,053,951
IRB_Approach ! ‘ ‘ ‘
Banks, Development Financial Institutions & MDBs 4,062,737 4,692,561 14,022 8,769,320
Corporate Exposures 8,081,883 3,246,658 5,181,045 - 16,509,586
a) Corporates (excluding Specialised Lending ! ! ! !
and firm-size adjustments) 3 4,985,510 974,429 2,105,309 8,065,247
b) Corporates (with firm-size adjustment) 3,096,374 1,596,327 - 3,075,736 7,768,437
c) Specialised Lending (Slotting Approach)
- Project Finance - 675,902 - 675,902
Retail Exposures } 96,810 11,808,545 ' 20,508,305 @ 32,413,660
a) Residential Mortgages } 5,438 5,429,920 108,401 5,543,759
b) Qualifying Revolving Retail Exposures 3,579 372,923 5,522 : 382,024
c) Hire Purchase Exposures 82,118 3,797,826 11,556,493 15,436,437
d) Other Retail Exposures 5,675 : 2,207,876 8,837,889 11,051,440
Total IRB Approach } 12,241,430 - 19,747,764 25,703,372 57,692,566
Total Standardised and IRB Approaches 21,580,568 25,754,134 29,411,816 76,746,518
H N
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Refer to Note 2.3 and Note 2.4 of the financial statements for
the accounting policies and accounting estimates on
impairment assessment of loans, advances and financing. The
disclosure on reconciliation of impairment/allowance can be
found in Note 48(c)(10) of the financial statements.

The Group has obtained BNM’s approval to use internal credit
models for evaluating the majority of its credit risk exposures.
For Corporate and Bank portfolios, the Group has adopted the
FIRB Approach, which allows the Group to use its internal PD
estimates to determine an asset risk weighting while the

Group has adopted the AIRB Approach for the retail portfolios.

In line with Basel Il requirements for capital adequacy
purposes, the parameters are calibrated to a full economic
cycle experience to reflect long-run, cycle-neutral estimations:

o Probability of Default (“PD”)

PD represents the probability of a borrower defaulting
within the next 12 months time horizon. The first level
estimation is based on portfolio’s Observed Default Rate of
the more recent years’ data. The average long run default
experience covering crisis periods including the major Asian
crisis in 1997 is reflected through Central Tendency
calibration for the Basel estimated PD.

e Loss Given Default (“LGD”)

LGD measures the economic loss the bank would incur in
the event of borrower defaulting. Among others, it takes
into account post default pathways, cure probability, direct
and indirect costs associated with the workout and
recoveries from borrower and collateral liquidation.

For Basel Il purposes, LGD is calibrated to loss experiences
during period of economic crisis whereby for most
portfolios, the estimated loss during crisis years is
expected to be higher than that during normal economy
period. The crisis period LGD, known as Downturn LGD, is
used as input for RWA calculations.

|| H Maybank Annual Report 2012
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e« Exposure at Default (“EAD”)

EAD is linked to facility risk; namely the expected gross
exposure of a facility should a borrower default. The
“race-to-default” is captured by Credit Conversion Factor
(“CCF”), which should reflect the expected increase in
exposure amount due to additional drawdown by borrower
facing financial difficulties leading to default.

Internal experience during crisis period is being taken into
consideration for EAD estimations and where there is a
material difference in EAD during downturn period as
compared to normal period, Downturn EAD would be used
in RWA computation.

APPLICATION OF INTERNAL RATINGS (USE TEST)

Since the development and implementation of the Group’s
internal rating models, the Group has been using internal
ratings in the following essential areas:

« Credit approval - the determination on the level of
approval for a loan application is determined based on the
internal rating of the borrower;

» Policy - Policy has been formulated to allow low risk
borrowers rated grade 1 to grade 9 in the Corporate
Masterscale be put under the fast track process flow for
loan application;

» Reporting - regular reporting on the risk rating portfolio
distribution and sectoral outlook vs borrower risk profile
within sector are being produced and monitored by the
Group;

« Capital Management - the Group has put in place risk-
based capital management ICAAP programme. The use of
RWA and regulatory capital charge for decision making and
capital charge information for budget process are currently
being practised by the Group;



« Risk Governance - Internal ratings are also being used for
various risk governance activities such as the setting of
group exposure under the Maybank Group Exposure Limit
(“MGEL”), threshold limit for CRC review, sectoral limit
framework, sampling methodology for credit review and
policy breach framework; and

« Pricing Decision - authority is given for credit approver to
vary pricing based on the riskiness of the borrower as
reflected by the borrowers’ ratings.

Corporate exposures comprise corporate, commercial, small
business, Real Estate, Non-Bank Financial Institutions (NBFIs)
and Specialised Lending portfolios, while, for bank exposures,
they include other commercial banks and Development
Financial Institutions (“DFlIs”) portfolios.

The Group employs a variety of techniques in developing its PD
models. In each case, the appropriate approach is dictated by
the availability and appropriateness of the Group’s internal data.

The general approach adopted by the Group can be
categorised into the following three categories:

o Default History Based (“Good-Bad” analysis) — This
approach is adopted when the Group has sufficient default
data. Under this approach, statistical method is employed
to determine the likelihood of default on existing
exposures. The Group’s Credit Risk Rating System (“CRRS”)
models were developed using this approach;

» Shadow Rating Approach - This approach is usually applied
when there are few or no defaults data available or also
known as “low default portfolio” category. The objective of
this methodology is to replicate the risk ranking applied by
external rating agency. The Group’s Bank Risk Rating
Scorecards (“BRRS”) were developed using this approach; and

« Experts Judgment Approach - The default experience for
some exposures, for example Holding Companies and
Specialised Lending is insufficient for the Group to perform

the required analyses to develop a robust statistical model.

Another approach known as experts’ judgment approach is
therefore opted to develop the scorecard. Under this
approach, the qualitative, quantitative and factor weights
were determined by the Group’s credit experts.

CREDIT RISK MODELS AND TOOLS
Credit Risk Rating System (“CRRS”)

The CRRS comprises two components, namely, the Borrower Risk
Rating (“BRR”) and Facility Risk Rating (“FRR”). The BRR is a
borrower-specific rating component that provides an estimate on
the likelihood of the borrower going into default over the next
twelve months. The BRR estimates the borrower risk and is
independent of the type/nature of facilities and collaterals
offered.

basel ii pillar 3
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The BRR is generated from a structured rating process which
consists of quantitative and qualitative factors. From raw
rating, the rating is then capped at policy rating if any. Then
the group support matrix is used to objectively measure the
impact of the group relationship on the raw rating of a
borrower (where relevant). In view that the risk rating is
based on historical financial data, judgmental override is
allowed on the BRR by the relevant parties. Rating judgmental
override is permissible but subject to maximum 3 notches
upgrade to be decided by rating approval party and unlimited
downgrade (subject to the worst performing grade of grade
21) that can be performed by the business units.

For reference, each grade can be mapped to external agency
ratings, like Standard & Poor’s (S&P), as per Table A below:

Risk Category CRRS Grade S&P Equivalent
1 AA TO AAA

,,,,,,,,,, 2AA
Very Low | 3 77777777777777777777 A+ 77777777777
o s A
T 5 A
"""""""""" e meeToA
********** 7 | BBBTOBBB+
low S R BBB
T o | BBB-TOBBB
10 | BB+ TOBBB-
"""""""""" T e
w2 s
Moderate . 13 . BB-TOBB
VI T BB-
DT | B+TOBB-
"""""""""" T Y T
DT 2 B
DT o B-TOB
High R R R R R R EEEE LR,

! 19 ! B-
20 © cccToB
o ccc
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RATING COVERAGE FOR CORPORATE EXPOSURES

The CRRS has been implemented within the Group since 2005.
Subsequently, more scorecards were developed to rate corporate
exposures. With the implementation of these scorecards, the
Group was able to rate about 95% of its corporate exposures at
Maybank Malaysia, 93% at Maybank Singapore and 87% at MIB,
respectively as at 31 December 2012.

Bank Risk Rating Scorecard (“BRRS”)

In addition to quantifying the risk of corporate borrowers, the
Group has developed BRRS to risk grade the Group’s
counterparties and banks as borrowers based on the FIRB
Approach. The BRRS is able to rate commercial banks,
investment, savings and cooperative banks except central banks.

As the Group’s portfolio falls under low default portfolio
category, normal statistical modeling such as good-bad analysis
could not be applied. Instead, a shadow-bond rating technique
was used in developing the scorecards. Generally, the objective
of such methodology is to replicate the risk ranking implied by
external rating agency. In this technique, a set of input/
independent variables are regressed against an output/dependent
variable to produce estimates to predict the output variable.
The input variables are the financial ratios and qualitative
factors while the output variable is the external rating.

A different masterscale known as Global Masterscale is used to
map the PD generated from BRRS to the scale. There are
altogether 17 performing grades in the BRRS masterscale with
Grade 1 being the best performing grade and Grade 17 being the
worst performing grade. For defaulted borrowers, the applicable
grade is Grade 18. The BRRS Global Masterscale and its mapping
to S&P’s and RAM’s ratings are shown in Table B below.



BRRS Grade S&P Equivalent RAM Equivalent

1,2,3 } AA TO AAA } -
4 DV A
5 S A o
e A o
o A | AATO AMA
T T BBB+ P M
e BBE P M
”””” 0 | BB | ATOAA
”””” o . e A
”””” Mo e+ A
”””” 12 . B | BBBTOA
”””” 2 . s . BB
”””” 3 s BB
”””” 4 . B+ | BBTOBBB
”””” s . 8 . BB
”””” s . 8 . B
”””” s s . BB
”””” % . B . BTOB
”””” 6 s B
”””” 7 . c«c | cToB

.................................................................

Project Finance Scorecard (Specialised Lending)

Project Finance is one of the five sub-classes (other sub-
classes are object finance, commodities finance, income-
producing real estate and high volatility commercial real
estate) of Specialised Lending and forms part of the corporate
asset class under the IRB Approach. The Group has developed
Project Finance scorecard to enable it to rate its borrowers.
The scorecard was developed based on the supervisory slotting
criteria approach. The scorecard has been designed to output
eight internal grades which will then be mapped to the four
BNM slotting grades to derive the respective risk weights for
RWA computation.

Project Finance, as defined by Basel Il and BNM, is a method
of funding in which:

e The banking institution looks primarily to the revenues
generated by a single project, both as the source of
repayment and as security for the exposure. In contrast, if
repayment of the exposure depends primarily on a well
established, diversified, credit-worthy, contractually
obligated end user for repayment, it is considered a
collateralised claim on the corporate;

» Is usually for large, complex and expensive installations
that might include, for example, power plants, chemical
processing plants, mines, transportation infrastructure,
environment, telecommunications infrastructure (mainly
immovable assets);

« May also take the form of financing of the construction of
a new capital installation, or refinancing of an existing
installation, with or without improvements; and

e The lender is usually paid solely or almost exclusively from
the proceeds generated by the project being financed.

The objectives of developing this scorecard are:

e To develop and implement a Project Finance rating
template based on and mapped to Basel [I/BNM Supervisory
Slotting Approach to achieve an IRB compliance;

« To enhance credit risk management processes to achieve:

a. Consistency in credit risk assessment and business
management for project finance portfolios; and

b. Improvement in turnaround time; and
« To facilitate better pricing of borrowers based on risk class.

Special Purpose Vehicles (“SPV”)

An SPV is a corporation, trust or other non-bank entity
established where structure of the entity and the securitisation
activities are intended to isolate the obligations of the SPV
from those of the originator and the holders of the beneficial
interests. The Bank has recently developed and put in place
SPV rating models to cater for a portion of unrated portfolio
identified as a growing sub-portfolio which will have an impact
on the Bank’s overall IRB coverage.

Tables 15 through 19 show the exposures by PD bands for
Non-Retail Portfolios of the Group, the Bank and MIB,
respectively. A summary of the PD distribution of these
exposures are also provided.
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RISK

As at 31.12.2012
PD Range (%)

Non-Retail Exposures

Bank

0.0000 — 0.0715
0.0715 — 0.3335
0.3335 — 4.8305
4.8305 — 24.0203
100

Total for Bank Exposures

Insurance Cos, Securities Firms & Fund
Managers
0.0000 — 0.1200
0.1200 — 0.6440
0.6440 — 2.4750
2.4750 — 100
100

Total for Insurance Cos, Securities Firms
& Fund Managers Exposures

Corporate (excluding Specialised Lending
and firm-size adjustments)
0.0000 — 0.1200
0.1200 — 0.6440
0.6440 — 2.4750
2.4750 — 100
100

Total for Corporate (excluding Specialised
Lending and firm-size adjustments)

Corporate (with firm-size adjustment)
0.0000 — 0.1200
0.1200 — 0.6440
0.6440 — 2.4750
2.4750 — 100
100

Total for Corporate
(with firm-size adjustment)

Total Non-Retail Exposures
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EAD Post
CRM
RM’000

Exposure
Weighted

Average
LGD
(%)

Exposure
Weighted
Average Risk
Weight

(%)

Undrawn

commitments

RM’000

17,097,684 | 45.00 | 21.49 | 2,458,470 . 3,673,888
44,119,952 | 45.00 ! 27.86 | 3,730 12,291,621
8,588,807 | 45.00 | 78.31 | 433 | 6,725,848
46,900 | 45.00 ! 153.30 ! - 71,896
153,200 | 22.50 - - -
70,006,543 | 3 ] 2,462,632 ' 22,763,253
—_ 23 ‘ —_ —_ —_

— 23 — — —

— 23 - - —

5! 45 | 202 2! 11

- 23 - | - -

5 ! ] 2 11
23,118,462 | 45.00 | 20.49 | 3,506,414 | 4,617,579
44,550,296 ' 45.00 | 53.76 | 5,959,181 | 23,950,713
27,419,587 | 45.00 | 92.78 | 3,230,585 | 24,065,531
6,519,132 | 45.00 | 159.60 ! 237,515 1 11,778,878
2,792,130 | 45.00 | 0.20 38,673 | 5,589
104,399,608 3 12,972,368 © 64,418,290
4,494,681 | 45.03 | 20.74 | 1,577,268 932,016
26,660,745 | 43.89 | 45.12 | 3,476,178 | 12,030,483
25,365,431 | 43.82 ! 73.19 | 2,549,780 | 18,565,728
8,130,968 ' 44.46 | 112.23 | 564,334 | 9,125,348
2,349,693 | 43.79 | - 44,175 | -
67,001,518 | 3 ] 8,211,736 © 40,653,575
241,407,673 | : . 23,646,737 ' 127,835,129
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Exposure Exposure -
Weighted Weighted | | SRS
EAD Post Average Average Risk Undrawn =
As at 31.12.2011 CRM LGD Weight | commitments 8
PD Range (%) RM’000 (%) (%) RM’000 -
Non-Retail Exposures ; ; ; ; E
Bank ‘ ‘ ‘ ‘
0.0000 — 0.0715 26,249,862 - 45.06 20.28 — 5,324,654
0.0715 — 0.3335 21,694,498 - 45.04 29.94 6,326 6,495,691
0.3335 — 4.8305 8,684,412 45.00 84.14 4,813 7,307,285
4.8305 — 24.0203 46,198 46.99 292.88 - 135,303
100 66,285 44.80 ! - - —
Total for Bank Exposures } 56,741,255 3 ] 11,139 19,262,933
Insurance Cos, Securities Firms & Fund
Managers ! ! ! !
0.0000 — 0.1200 - - - - —
0.1200 — 0.6440 - - - - —
0.6440 — 2.4750 - - - - —
2.4750 — 100 - - - - —
100 1 - | - | - | - -
Total for Insurance Cos, Securities Firms
& Fund Managers Exposures — — —
Corporate (excluding Specialised Lending
and firm-size adjustments)
0.0000 — 0.1200 17,966,208 44.92 26.89 1,021,470 4,831,886
0.1200 — 0.6440 28,760,873 - 44.79 49.90 1,441,572 14,350,981
0.6440 — 2.4750 20,397,729 44.98 93.68 573,999 : 19,109,160
2.4750 — 100 6,105,149 44.66 158.41 204,891 9,670,892
100 1,955,615 43.10 ! 0.14 . 6,522 2,935
Total for Corporate (excluding Specialised ! 1
Lending and firm-size adjustments) 75,185,574 | 3,248,454 47,965,854
Corporate (with firm-size adjustment)
0.0000 — 0.1200 2,483,793 44.04 20.25 376,657 502,925
0.1200 — 0.6440 ; 19,143,764 44.11 ¢ 47.03 ¢ 910,336 9,003,671
0.6440 — 2.4750 ; 22,139,846 : 43.05 ! 73.46 680,350 : 16,263,164
2.4750 — 100 ; 9,863,861 ! 43.49 . 118.47 186,907 11,685,946
100 j 2,157,168 ' 41,75 — 21,731 -
Total for Corporate ' i ; !
(with firm-size adjustment) 55,788,432 | 2,175,982 37,455,705
Total Non-Retail Exposures ' 187,879,798 3 ] 5,435,576 ' 104,684,492
H N
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RISK

As at 31.12.2012
PD Range (%)

Non-Retail Exposures

Bank

0.0000 — 0.0715
0.0715 — 0.3335
0.3335 — 4.8305
4.8305 — 24.0203
100

Total for Bank Exposures

Insurance Cos, Securities Firms & Fund
Managers
0.0000 — 0.1200
0.1200 — 0.6440
0.6440 — 2.4750
2.4750 — 100
100

Total for Insurance Cos, Securities Firms &
Fund Managers Exposures

Corporate (excluding Specialised Lending
and firm-size adjustments)
0.0000 — 0.1200
0.1200 — 0.6440
0.6440 — 2.4750
2.4750 — 100
100

Total for Corporate (excluding Specialised
Lending and firm-size adjustments)

Corporate (with firm-size adjustment)
0.0000 — 0.1200
0.1200 — 0.6440
0.6440 — 2.4750
2.4750 — 100
100
Total for Corporate
(with firm-size adjustment)

Total Non-Retail Exposures
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EAD Post
CRM
RM’000

Exposure
Weighted

Average
LGD
(%)

Exposure
Weighted
Average Risk
Weight

(%)

Undrawn

commitments

RM’000

15,024,286 | 45.00 | 21.34 | 2,458,470 . 3,206,706
45,348,827 | 45.00 ' 28.47 | 2,850 | 12,911,507
8,494,452 | 45.00 ' 80.53 | 433 | 6,840,852
67,674 | 45.00 ' 178.95 | - 121,104
153,200 45.00 | - - -
69,088,440 | 3 ] 2,461,753 ' 23,080,168
5 45.00 | 20.85 | 2 11

5 ! 3 2 11
20,908,005 45,00 | 19.78 | 3,264,827 | 4,135,668
39,639,148 | 45,00 ' 53.30 | 4,947,570 | 21,126,332
24,562,600 | 45.00 | 93.42 | 3,000,272 | 22,947,080
5,430,354 | 45.00 | 161.95 | 229,296 | 8,794,595
2,503,543 | 45,00 | 0.22 | 38,673 | 5,589
93,043,649 | 3 11,480,639 © 57,009,265
3,975,249 | 45.00 | 20.67 1,464,216 | 821,573
23,174,361 | 45.00 ' 45.47 | 3,121,508 | 10,538,308
22,090,850 45.00 | 72.80 | 2,385,101 | 16,101,354
6,538,580 45,00 | 110.82 518,708 | 7,246,131
1,878,834 | 45,00 ' - 42,818 | -
57,657,875 | 7,532,351 | 34,707,366
219,789,965 | 21,474,743 | 114,796,798




As at 31.12.2011
PD Range (%)

Non-Retail Exposures
Bank

EAD Post
CRM

RM’000

Exposure
Weighted

Average
LGD

(%)

Exposure

Weighted
Average Risk Undrawn
Weight | commitments

(%) RM’000

0.0000 — 0.0715 24,787,005 - 45.12 20.32 - 5,037,116
0.0715 — 0.3335 24,502,196 - 45.07 30.41 . 6,326 7,450,704
0.3335 — 4.8305 7,380,469 45.00 86.88 3,043 ¢ 6,412,335
4.8305 — 24.0203 76,269 48.98 269.73 - 205,721
100 ‘ 66,285 | 45.00 - — —
Total for Bank Exposures } 56,812,224 3 ] 9,369 19,105,876
Insurance Cos, Securities Firms & Fund |

Managers

0.0000 — 0.1200 — - - - -
0.1200 — 0.6440 — - — - -
0.6440 — 2.4750 — - — - -
2.4750 — 100 — — — — -
100 ‘ - - - - -
Total for Insurance Cos, Securities Firms & i : \ '

Fund Managers Exposures ; — - -
Corporate (excluding Specialised Lending

and firm-size adjustments)

0.0000 — 0.1200 ; 15,626,932 44.89 26.63 941,355 4,161,597
0.1200 — 0.6440 25,746,188 - 44.31 52.42 1,300,278 13,496,337
0.6440 — 2.4750 18,657,803 44.54 89.94 514,751 16,780,974
2.4750 — 100 5,216,762 : 44.38 154.41 201,999 8,055,319
100 1,872,642 42.30 0.15 | 6,521 | 2,799
Total for Corporate (excluding Specialised 1

Lending and firm-size adjustments) 67,120,327 | 2,964,904 42,497,026
Corporate (with firm-size adjustment)
0.0000 — 0.1200 ‘ 2,100,345 44.45 20.40 346,235 428,525
0.1200 — 0.6440 16,313,931 43.86 : 47.01 ¢ 838,178 : 7,668,921
0.6440 — 2.4750 19,894,178 42.97 . 72.91 ¢ 631,858 ! 14,505,416
2.4750 — 100 7,833,394 43.06 : 116.25 174,966 9,106,431
100 ‘ 1,878,148 | 40.74 — 21,347 -
Total for Corporate ' i ; !
(with firm-size adjustment) 48,019,995 2,012,584 31,709,293
Total Non-Retail Exposures 171,952,545 3 4,986,858 93,312,195
HOE
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RISK

Supervisory Categories/ Strong (a) Strong Good (a) Good | Satisfactory Weak Default
Risk Weights or 50% or 70% or 70% or 90% or 115% or 250% or 0%

As at 31.12.2012 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000

Specialised Lending
- Project Finance : : 1 1 1 ;
EAD Post CRM 1,614,272 : 111,288 576,831 | 1,214,134 - - -

Supervisory Categories/ Strong (a) Strong Good (a) Good | Satisfactory Weak Default
Risk Weights or 50% or 70% or 70% or 90% or 115% or 250% or 0%

As at 31.12.2011 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000

Specialised Lending
- Project Finance ! ; ; : : 1 ;
EAD Post CRM ; 543,112 : 78,287 145,925 600,630 - - —

Supervisory Categories/ Strong (a) Strong Good (a) Good | Satisfactory Weak Default

Risk Weights or 50% or 70% or 70% or 90% or 115% or 250% or 0%
As at 31.12.2012 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000

Specialised Lending
- Project Finance ; ; ; ;
EAD Post CRM 1,494,285 : 101,250 401,302 451,301

Supervisory Categories/ Strong (a) Strong Good (a) Good | Satisfactory Weak Default
Risk Weights or 50% or 70% or 70% or 90% or 115% or 250% or 0%

As at 31.12.2011 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000
Specialised Lending ‘ ‘ ‘ : : : |

- Project Finance ! ; : 1 ;
EAD Post CRM 521,433 . 78,287 92,333 -

Supervisory Categories/ Strong (a) Strong Good (a) Good | Satisfactory Weak Default
Risk Weights or 50% or 70% or 70% or 90% or 115% or 250% or 0%

As at 31.12.2012 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000 RM’000

Specialised Lending
- Project Finance : : : :
EAD Post CRM 119,988 ! 10,037 175,528 762,833 !

Supervisory Categories/ Strong (a) Good (a) Satisfactory Default

Risk Weights or 50% or 70% or 115% or 0%
As at 31.12.2011 RM’000 RM’000 RM’000 RM’000

Specialised Lending
- Project Finance ! ! ; : : 1 1
EAD Post CRM ; 21,680 - - 53,592 600,630 - - —
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Impaired loans, -
As at 31.12.2012 advances and Past Due Individual Collective |EEEEENEEEES
Group financing Loans Allowance Allowance =
RM’000 RM’000 RM’000 8
Agriculture 118,868 - 46,243 - 2
Mining & quarrying 148,873 - 39,422 - o
Manufacturing 2,212,490 - 1,266,575 e
Construction 351,303 - 73,667 -
Electricity, gas & water supply 27,760 - 1,430 -
Wholesale, retail trade, restaurants & hotels 564,082 - - 203,724 . -
Finance, insurance, real estate & business 627,043 . - 430,168 -
Transport, storage & communication 413,003 - 84,232 -
Education, health & others 52,759 - - -
Household 829,936 : - 29,724 -
Others 308,235 - 53,350 : -
Total 5,654,352 1 19,239,760 | 2,228,535 | 3,744,994

Impaired loans,

As at 31.12.2011 advances and Past Due Individual Collective
Group financing Loans Allowance Allowance

RM’000 RM’000 RM’000 RM’000
Agriculture } 206,520 ' - 98,192 -
Mining & quarrying 43,850 : - 4,019 - -
Manufacturing 2,751,960 — 947,606 -
Construction ; 821,897 - 375,911 -
Electricity, gas & water supply ; 94,955 - 276,575 -
Wholesale, retail trade, restaurants & hotels ; 810,649 - 315,969 -
Finance, insurance, real estate & business ; 804,688 - 449,475 -
Transport, storage & communication ; 737,305 - 221,917 -
Education, health & others 116,459 — 32,157 —
Household j 1,261,714 — 31,239 -
Others j 386,847 — 60,047 -
Total ! 8,036,844 5,773,527 2,813,107 4,169,974
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RISK

As at 31.12.2012

Maybank

Agriculture

Mining & quarrying

Manufacturing

Construction

Electricity, gas & water supply

Wholesale, retail trade, restaurants & hotels
Finance, insurance, real estate & business
Transport, storage & communication
Education, health & others

Household

Others

Total

As at 31.12.2011

Maybank

Agriculture

Mining & quarrying

Manufacturing

Construction

Electricity, gas & water supply
Wholesale, retail trade, restaurants & hotels
Finance, insurance, real estate & business
Transport, storage & communication
Education, health & others

Household

Others

Total
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Impaired loans,

advances and Past Due Individual Collective
financing Loans Allowance Allowance
RM’000 RM’000 RM’000 RM’000
100,185 - 46,042 -
10,500 - 5,172 -
1,889,932 . - 1,047,261 -
272,416 - 36,055 -
26,117 - 2 -
386,138 - - 165,799 -
437,241 - 366,747 -
285,099 : - 40,144 -
28,311 - - -
606,651 - - -
119,711 - 12,233 -
4,162,301 | 11,638,655 | 1,719,455 | 2,726,849

Impaired loans,

advances and Past Due Individual Collective
financing Loans Allowance Allowance
RM’000 RM’000 RM’000 RM’000

} 186,053 — 80,939 —~
‘ 5,699 — - -
2,306,918 — 728,575 -
702,904 — 308,274 -

84,873 — 273,517 -

679,819 — 285,707 -

563,331 : — 310,732 ¢ -

523,430 ' - 114,100 -

34,316 - - -

990,518 — 244 | -

‘ 167,975 — 333 | -
1 6,245,836 4,032,257 2,102,421 | 3,097,366
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Impaired loans, -
As at 31.12.2012 advances and Past Due Individual Collective |EEEEENEEEES
Group financing Loans Allowance Allowance =
RM’000 RM’000 &
Agriculture 11,277 | — — - 2
Mining & quarrying - - - - o
Manufacturing 99,832 - 45,282 - T
Construction 33,028 - - -
Electricity, gas & water supply 250 - - - -
Wholesale, retail trade, restaurants & hotels 44,062 - 31,285 -
Finance, insurance, real estate & business 35,480 - 13,107 - -
Transport, storage & communication 117,575 - 4,502 -
Education, health & others 1,186 - - -
Household 174,815 - - -
Others 2,474 - - -
Total 519,979 6,537,142 | 94,176 595,517

Impaired loans,

As at 31.12.2011 advances and Past Due Individual Collective
Group financing Loans Allowance Allowance

RM’000 RM’000 RM’000 RM’000
Agriculture 3 16,800 — 16,826 -
Mining & quarrying - - - -
Manufacturing 124,103 - - 57,873 : -
Construction ; 62,346 : - 50,660 -
Electricity, gas & water supply ; 1,293 - - -
Wholesale, retail trade, restaurants & hotels ; 54,023 - 5,968 -
Finance, insurance, real estate & business ; 89,720 : - 111,347 -
Transport, storage & communication ; 79,531 ¢ - 24,014 ¢ -
Education, health & others 80,425 - 32,151 —
Household 240,182 - = —
Others 63,550 : - - —
Total ! 811,973 | 420,59 298,839 | 631,658

HE
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RISK

Exposure Exposure
Weighted Weighted

EAD Post Average Average Risk Undrawn
As at 31.12.2012 CRM LGD Weight | commitments
PD Range (%) RM’000 (%) (%) RM’000

Non-Retail Exposures

Bank ‘

0.0000 — 0.0715 2,073,398 45.00 22.53 - 467,182

0.0715 — 0.3335 6,387,013 45.00 29.63 879 1,892,370

0.3335 — 4.8305 988,909 45.00 69.75 - 689,772

4.8305 — 24.0203 2,864 . 45.00 195.87 - 5,609

100 ~ - - - —
Total for Bank Exposures 9,452,183 879 3,054,933

Corporate (excluding Specialised Lending
and firm-size adjustments) !
0.0000 — 0.1200 2,861,665 45.00

21.04 241,587 602,021
0.1200 — 0.6440 4,908,756 : 45.00 57.51 : 1,011,610 2,823,218
0.6440 — 2.4750 2,695,014 45.00 85.11 230,312 2,293,831
2.4750 — 100 525,413 45.00 138.34 8,219 726,849
100 288,588 45.00 - - -
Total for Corporate (excluding Specialised ; ;
Lending and firm-size adjustments) 11,279,436 3 ] 1,491,728 6,445,919
Corporate (with firm-size adjustment)
0.0000 — 0.1200 519,431 45.06 21.26 113,052 : 110,443
0.1200 — 0.6440 3,486,385 42.77 42.80 354,671 1,492,176
0.6440 — 2.4750 3,274,580 42.64 75.26 164,679 : 2,464,374
2.4750 — 100 1,592,388 43.91 118.01 45,626 1,879,217
100 470,858 42.58 - 1,357 -
Total for Corporate i \ :
(with firm-size adjustment) 9,343,642 | 679,385 5,946,210
Total Non-Retail Exposures 30,075,261 | : 1 2,171,992 © 15,447,062
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As at 31.12.2011
PD Range (%)

Non-Retail Exposures

Bank

0.0000 — 0.0715
0.0715 — 0.3335
0.3335 — 4.8305
4.8305 — 24.0203
100

Total for Bank Exposures

Corporate (excluding Specialised Lending
and firm-size adjustments)
0.0000 — 0.1200
0.1200 — 0.6440
0.6440 — 2.4750
2.4750 — 100
100

Total for Corporate (excluding Specialised
Lending and firm-size adjustments)

Corporate (with firm-size adjustment)
0.0000 — 0.1200
0.1200 — 0.6440
0.6440 — 2.4750
2.4750 — 100
100

Total for Corporate
(with firm-size adjustment)

Total Non-Retail Exposures

EAD Post
CRM

RM’000

Exposure Exposure
Weighted Weighted

Average Average Risk Undrawn
LGD Weight | commitments
(%) (%) RM’000

1,462,857 | 45.00 | 19.66 | - 287,538
4,955,149 | 45.00 | 27.45 | — 1,360,150
2,349,419 | 45.00 | 82.05 1,770 | 1,927,697
1,894 | 45.00 | 195.87 | — 3,709
‘ - | 44.59 - | - | -
} 8,769,319 3 ] 1,770 3,579,094
j 2,339,276 ! 44,95 | 28.65 | 80,115 670,289
3,060,610 ' 45.27 | 58.74 | 141,294 | 1,797,869
1,694,002 45.42 93.22 59,248 | 1,579,232
833,402 ' 44,93 | 177.85 | 2,892 1,482,171
137,957 ! 43.90 ! 0.10 ! 1 136
3 8,065,247 3 ] 283,550 ! 5,529,697
383,448 | 43.64 | 19.40 | 30,422 74,400
2,829,834 | 44,37 | 47.17 72,158 | 1,334,749
2,245,668 ' 43.13 | 78.27 | 48,492 | 1,757,748
2,001,264 ' 43.91 | 127.86 ! 11,941 | 2,558,813
308,224 | 42.76 — 385 | ~
3 7,768,438 3 ] 163,398 5,725,710
! 24,603,004 | 448,718 14,834,501
HOE
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CREDIT RISK

Corporate Exposures by PD Bands for Maybank Group

Maybank Group Corporate Exposures as at 31 December 2012

RM mil (%)
80,000 150
70,000
120
60,000
50,000 90
40,000
30,000 60
20,000
30
10,000
0 0
0.00-0.12% >0.12-0.64%  >0.64-2.47% >2.47-<100% 100%
PD Range

[ EAD Post CRM (RM mil)

Most of the Group’s corporate exposures, amounting to 58% are concentrated on the better PD ranges of 0.00% to 0.64%, and
another 31% of the exposures are from PD ranges of >0.64% to 2.47%, whilst 9% are in the higher PD ranges of >2.47% to <100%
(Grades 16 to 21). Grades 22 and 23 are bad grades.

Corporate Exposures by PD Bands for Maybank

Maybank Corporate Exposures as at 31 December 2012

RM mil (%)
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Similarly at Bank level, about 58.20% of the corporate exposures are concentrated on the better PD ranges of 0.00% to 0.64%,
and another 30.95% of the exposures are from PD ranges of >0.64% to 2.47%, whilst 7.94% are in the higher PD ranges of >2.47%
to <100% (Grades 16 to 21). Grades 22 and 23 are bad grades.
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Corporate Exposures by PD Bands for Maybank Islamic Berhad

Maybank Islamic Corporate Exposures as at 31 December 2012

RM mil %) -
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For MIB, about 57.10% of the corporate exposures are concentrated on the better PD ranges of 0.00% to 0.64%, and another
28.95% of the exposures are from PD ranges of >0.64% to 2.47%, whilst 10.27% are in the higher PD ranges of >2.47% to <100%
(Grades 16 to 21). Grades 22 and 23 are bad grades.

RETAIL PORTFOLIOS

The Group’s Retail portfolios are under the Advanced Internal Ratings-Based Approach (“AIRB”). This approach calls for more
extensive reliance on the Bank’s own internal experience whereby estimations for all the three components of RWA calculation
namely PD, EAD and LGD are based on its own historical data.

Separate PD, EAD and LGD statistical models were developed at portfolio level; each model covering borrowers with fundamentally
similar risk profiles in a portfolio. The estimations derived from the models are used as input for RWA calculations.

AIRB COVERAGE FOR RETAIL PORTFOLIOS
Currently the following material retail portfolios are under Retail IRB:

Basel Il Retail sub—portfolio category Maybank Retail Portfolios

Residential Mortgage « Housing Loan (Malaysia & Singapore)
« Other Property Based Loan (Malaysia)

« Staff Housing Loan (Malaysia)

e Auto Loan (Malaysia & Singapore)
e Unit Trust Loan (Malaysia)
« Commercial Property Loan (Malaysia)

Other Retail

The above portfolios represent about 85% of total Bank’s retail exposures. Whilst currently the rest of Group’s retail portfolios are
under (“SA”), efforts are under way to bring the other material retail portfolios under the AIRB Approach.
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RISK

RETAIL MASTERSCALE

A retail masterscale with mapping to PD and external ratings like S&P’s and Rating Agency Malaysia (RAM) is used to promote a
common risk language across the Group’s retail portfolios as per Table C below:

Risk Category PD Grade Midpoint PD Rating Definition S&P Equivalent RAM Equivalent

0.25% Excellent BBB to AAA A to AAA
VEery LOW immmmmmmm o oo o oo oSS oSS Ssoooososooooooooooos
R2 0.44% Very Strong BBB A
R3 0.79% Strong BB+ A
Low R T 4% Very Good |  BB-toBB . BBB
R 250% Good . s . BB
R6 4.45% Moderate B to B+ BB
Moderate | R7 . 7.91% | satisfactory | B-toB | BB
High

Extremely Risky D : C

OTHER RISK MEASUREMENT FOR RETAIL PORTFOLIOS

Besides having the Basel Il Retail IRB models, application and
behaviour scorecards are widely used for business management
purposes. Scorecards assess the probability that the customer
will fail to make full and timely repayment of credit
obligations. Business decisions and strategies are then built
around the scores.

Where relevant, both application and behavioural scorecards
are used as input into Retail IRB PD models.

Application Scorecard

With application scorecards, at the point of time when an
applicant applies for the credit facility, each applicant is
assigned a score that corresponds to the odds of future
repayment. Scores are designed to rank-order the riskiness of
the applicants, whereby higher score represents lower risk.

With proper utilisation, the application scorecards benefit both
risk management and business acquisition process through:

« Consistency in credit risk assessment;

o Improved turnaround time;

o Better management control of the portfolios; and

« Improved revenue and profit through the identification and

acceptance of additional business

Currently, application scorecards are deployed for all the
major retail portfolios in Malaysia, Singapore and Indonesia.

|| H Maybank Annual Report 2012
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Behaviour Scorecard

The product nature of credit card is subject to variable
utilisation and payment pattern. A customer is able to utilise
any portion of the granted limit and pay any amount of the
outstanding balance. Due to the volatile nature of the
product, a more robust risk measurement tool is required to
manage the portfolio.

Behavioural Scorecards were therefore developed for Credit
Card portfolios both in Malaysia and Singapore. Behaviour score
measures the borrower riskiness based on transaction
information and behavioural pattern of customer’s utilisation
and payment of the credit card. The scores are generated on
monthly basis and among others, are being used for the
following purposes:

o Collection Strategies;

e Limit Management; and

« Transaction Authorisation.

With the use of Behaviour score, credit card portfolio is able

to closely manage the accounts to reduce defaulters, increase
collection and ultimately increase the profitability.

Tables 20 through 22 show the exposures by PD bands for
Retail Portfolios of the Group, the Bank and MIB, respectively.
A summary of the PD distribution of these exposures are also
provided.



As at 31.12.2012
PD Range (%)

Retail Exposures
Residential Mortgages

EAD Post
CRM

(1)
RM’000

Exposure
Weighted

Average
LGD

2)

(%)

Exposure
Weighted
Average Risk
Weight

(3)

(%)

Undrawn
commitments
(4)

RM’000

adueuwLiojiad Ing

0.0000 — 0.5900 18,703,330 25.36 20.37 | 17,623 3,810,119
0.5900 — 3.3330 17,148,061 | 28.11 | 42.62 | 167,935 | 7,308,406
3.3330 — 18.750 3,391,868 | 20.60 86.55 | 68,480 | 2,935,521
18.750 — 100 947,785 | 70.60 | 107.82 ! 1,532 | 1,021,898
100 327,379 - 73.24 | 4,359 | 239,780
Total for Residential Mortgages Exposures 40,518,423 | 3 ] 259,929 15,315,723
Qualifying Revolving Retail Exposure
0.0000 — 0.5900 4,200,753 | 78.62 | 13.63 | 2,532,553 | 572,501
0.5900 — 3.3330 2,963,663 | 77.20 | 40.83 | 1,059,095 1,210,147
3.3330 — 18.750 919,853 | 76.19 | 116.25 | 165,513 | 1,069,335
18.750 — 100 271,136 | 77.11 | 229.89 55,533 | 623,325
100 2,493 | 75.30 | 65.23 | 104 | 1,626
Total for Qualifying Revolving Retail
Exposures 8,357,898 | 3 ] 3,812,797 3,476,935
Hire Purchase Exposure
0.0000 — 0.5900 26,686,287 | 51.42 | 25.37 | - 6,771,021
0.5900 — 3.3330 6,656,792 | 49.02 | 57.86 | - 3,851,727
3.3330 — 18.750 1,366,554 | 49.51 | 74.04 | - 1,011,814
18.750 — 100 204,924 | 71.22 97.40 | - 199,599
100 71,967 | 47.20 | 69.47 | - 49,993
Total Hire Purchase Exposures 34,986,525 | 3 ] — ' 11,884,154
Other Retail Exposure
0.0000 — 0.5900 15,563,354 | 21.09 20.40 ! 833,169 3,174,881
0.5900 — 3.3330 22,341,525 | 15.50 ! 25.52 ! 3,187,475 | 5,701,268
3.3330 — 18.750 9,160,737 | 36.01 | 31.15 | 547,388 | 2,853,303
18.750 — 100 1,979,919 | 68.72 ! 76.83 | 108,933 | 1,521,252
100 172,364 | - 102.31 | 16,575 | 176,337
Total Other Retail Exposures 49,217,898 | 3 ] 4,693,540 @ 13,427,042
Total Retail Exposures 133,080,744 : ‘ 8,766,266 ' 44,103,855
HOE
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Exposure Exposure
Weighted Weighted

EAD Post Average Average Risk Undrawn
As at 31.12.2011 CRM LGD Weight | commitments
PD Range (%) RM’000 (%) (%) RM’000

Retail Exposures
Residential Mortgages

0.0000 — 0.5900 | 12,428,881 ! 17.46 | 8.93 | 26,326 1,109,827
0.5900 — 3.3330 | 18,441,984 ! 23.65 | 44.59 ! 174,375 | 8,223,166
3.3330 — 18.750 | 4,466,126 29.50 79.69 56,873 ! 3,558,924
18.750 — 100 | 1,864,198 ! 37.24 69.20 21,141 | 1,290,106
100 | 556,194 | 73.46 | 67.43 | 4,849 | 375,028
Total for Residential Mortgages Exposures @ 37,757,383 i i 283,564 14,557,051
Qualifying Revolving Retail Exposure : . . . .
0.0000 — 0.5900 | 3,514,547 ! 77.84 | 12.21 2,074,928 ! 429,297
0.5900 — 3.3330 | 3,346,909 ! 77.32 39.18 | 1,296,220 1,311,424
3.3330 — 18.750 | 1,023,851 ! 75.81 | 115.12 | 155,011 1,178,648
18.750 — 100 | 332,493 ! 76.41 | 226.73 ! 64,322 | 753,847
100 | 6,886 | 74.69 ! 27.43 | 47 | 1,889
Total for Qualifying Revolving Retail ' : ' ' '
Exposures | 8,224,686 ! ; 5 3,590,528 3,675,105
Hire Purchase Exposure : . . . .
0.0000 — 0.5900 20,860,575 50.87 | 22.10 - 4,609,821
0.5900 — 3.3330 | 8,272,027 ! 52.53 | 54.39 | - 4,499,428
3.3330 — 18.750 | 2,483,479 | 47.13 | 74.69 | - 1,854,936
18.750 — 100 | 386,496 ! 47.69 116.77 | - 451,329
100 | 144,135 | 95.21 | 69.50 - 100,179
Total Hire Purchase Exposures E 32,146,712 — 11,515,693
Other Retail Exposure : . . . .
0.0000 — 0.5900 | 3,221,362 ! 19.54 ! 11.42 531,335 367,741
0.5900 — 3.3330 | 16,890,441 ! 20.57 | 27.15 2,914,391 ! 4,585,031
3.3330 — 18.750 | 14,380,167 ! 13.67 ! 22.61 450,047 ! 3,251,934
18.750 — 100 | 1,481,690 23.07 ! 48.23 ! 173,823 | 714,611
100 | 346,684 ! 68.92 | 77.17 17,524 | 267,523
Total Other Retail Exposures L 36,320,344 | i 5 4,087,120 : 9,186,840
Total Retail Exposures L 114,449,125 ¢ i 5 7,961,212 38,934,689
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Exposure Exposure -

Weighted Weighted | | SRS
EAD Post Average Average Risk Undrawn =
As at 31.12.2012 CRM LGD Weight | commitments 8
PD Range (%) RM’000 (%) (%) RM’000 :
Retail Exposures E

Residential Mortgages

0.0000 — 0.5900 12,503,569 | 22.39 | 34.86 | 15,012 . 1,111,146
0.5900 — 3.3330 15,582,428 | 23.37 | 85.29 | 101,355 | 5,432,388
3.3330 — 18.750 3,261,690 ' 19.69 | 110.46 | 40,650 ' 2,781,849
18.750 — 100 885,085 | 68.95 | 73.24 | 1,049 | 977,653
100 327,379 | 0.00 - 3,504 | 239,780
Total for Residential Mortgages Exposures 32,560,151 | 3 ] 161,570 © 10,542,816
Qualifying Revolving Retail Exposure
0.0000 — 0.5900 3,875,592 | 82.24 | 12.52 | 2,488,582 | 485,136
0.5900 — 3.3330 2,877,796 ' 79.40 | 38.31 | 1,033,603 | 1,102,494
3.3330 — 18.750 917,557 | 77.37 | 115.97 | 161,494 | 1,064,101
18.750 — 100 270,921 79.22 | 229.94 | 54,191 | 622,963
100 2,493 | 75.30 | 65.23 | 104 | 1,626
Total for Qualifying Revolving Retail i j % %
Exposures 7,944,359 | 3 3 3,737,973 | 3,276,320
Hire Purchase Exposure
0.0000 — 0.5900 11,697,139 | 51.05 | 23.17 - 2,710,564
0.5900 — 3.3330 5,587,954 | 50.61 ' 53.47 | - 2,988,043
3.3330 — 18.750 1,361,622 46.41 | 73.81 | - 1,004,993
18.750 — 100 151,315 | 45.44 | 111.34 | - 168,475
100 71,967 | 94.41 | 69.47 | - 49,993
Total Hire Purchase Exposures 18,869,997 3 ] - 6,922,068
Other Retail Exposure
0.0000 — 0.5900 6,214,209 ' 21 | 15 | 755,349 | 950,141
0.5900 — 3.3330 15,985,680 | 16 | 26 ' 2,221,853 | 4,089,302
3.3330 — 18.750 8,453,746 | 36 ! 27 | 390,168 2,269,693
18.750 — 100 1,930,025 | 71 77 71,185 | 1,480,015
100 172,364 | - 102 | 11,777 | 176,337
Total Other Retail Exposures 32,756,024 | 3 ] 3,450,331 8,965,488
Total Retail Exposures 92,130,531 | 3 ‘ 7,349,874 ¢ 29,706,692
HOE
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Exposure Exposure
Weighted Weighted

EAD Post Average Average Risk Undrawn
As at 31.12.2011 CRM LGD Weight | commitments
PD Range (%) RM’000 (%) (%) RM’000

Retail Exposures
Residential Mortgages

0.0000 — 0.5900 | 11,977,706 ! 14.29 | 8.78 | 22,152 1,052,227
0.5900 — 3.3330 | 14,533,152 ! 21.66 42.51 ! 140,531 6,177,334
3.3330 — 18.750 | 3,595,641 ! 26.95 | 74.19 | 41,375 ! 2,667,761
18.750 — 100 | 1,551,018 ! 33.76 | 60.91 ! 17,761 | 944,780
100 | 553,186 ! 73.76 67.37 3,965 | 372,704
Total for Residential Mortgages Exposures @ 32,210,703 ! i i 225,784 11,214,806
Qualifying Revolving Retail Exposure : . . . .
0.0000 — 0.5900 | 3,403,010 ! 81.04 | 12.26 | 2,037,599 ! 417,206
0.5900 — 3.3330 | 3,169,106 ! 80.02 ! 39.21 | 1,271,185 | 1,242,653
3.3330 — 18.750 | 950,091 ! 76.98 | 115.41 | 150,323 1,096,476
18.750 — 100 | 314,314 ! 78.18 | 227.30 ! 62,738 | 714,436
100 | 6,140 ! 74.75 | 25.99 47 | 1,596
Total for Qualifying Revolving Retail ' : ' ' '
Exposures | 7,842,661 | 5 5 3,521,892 ! 3,472,367
Hire Purchase Exposure : . . . .
0.0000 — 0.5900 | 9,690,324 | 49.62 23.07 - 2,235,116
0.5900 — 3.3330 | 5,280,590 ! 49.78 | 52.67 | - 2,781,210
3.3330 — 18.750 | 1,451,205 ! 45.01 71.87 - 1,043,017
18.750 — 100 | 196,253 45.19 | 112.15 | - 220,096
100 | 91,902 94.29 | 70.51 - 64,801
Total Hire Purchase Exposures E 16,710,274 — 6,344,240
Other Retail Exposure : . . . .
0.0000 — 0.5900 | 3,000,087 ! 17.67 ¢ 11.28 | 500,160 338,353
0.5900 — 3.3330 | 12,850,806 : 21.48 | 27.79 2,452,125 ! 3,570,951
3.3330 — 18.750 | 8,198,417 ! 15.42 ! 25.43 | 372,463 ! 2,084,730
18.750 — 100 | 910,838 ! 28.64 | 51.54 | 149,468 | 469,412
100 | 266,743 71.77 | 92.31 12,913 | 246,226
Total Other Retail Exposures 125,226,891 | i 5 3,487,129 6,709,672
Total Retail Exposures ; 81,990,529 i 5 7,234,805 27,741,085
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Exposure Exposure -

Weighted Weighted | | SRS
EAD Post Average Average Risk Undrawn =
As at 31.12.2012 CRM LGD Weight | commitments 8
PD Range (%) RM’000 (%) (%) RM’000 :
Retail Exposures E

Residential Mortgages

0.0000 — 0.5900 6,199,762 ' 28.32 43.53 | 2,611 2,698,973
0.5900 — 3.3330 1,565,633 | 32.85 | 119.82 | 66,580 | 1,876,018
3.3330 — 18.750 130,178 | 21.51 | 118.05 27,830 153,672
18.750 — 100 62,700 | 72.26 | 70.57 | 483 | 44,245
100 - - - 855 ! -
Total for Residential Mortgages Exposures 7,958,273 | 3 ] 98,359 ! 4,772,908
Qualifying Revolving Retail Exposure
0.0000 — 0.5900 325,161 | 75.00 ' 26.87 | 43,970 ' 87,365
0.5900 — 3.3330 85,867 | 75.00 | 125.37 | 25,492 | 107,653
3.3330 — 18.750 2,296 | 75.00 ' 228.01 | 4,020 | 5,234
18.750 — 100 215 | 75.00 ' 168.62 | 1,342 362
100 - - | - | - | -
Total for Qualifying Revolving Retail i i % j
Exposures 413,539 ! 74,824 200,614
Hire Purchase Exposure
0.0000 — 0.5900 14,989,147 | 51.79 | 27.09 - 4,060,457
0.5900 — 3.3330 1,068,838 47.43 | 80.81 - 863,684
3.3330 — 18.750 4,932 52.61 | 138.29 - 6,821
18.750 — 100 53,609 | 96.99 | 58.06 ' - 31,124
100 - | - | - | - | -
Total Hire Purchase Exposures 16,116,526 3 ] - 4,962,086
Other Retail Exposure
0.0000 — 0.5900 9,349,145 | 20.88 | 23.80 77,820 | 2,224,741
0.5900 — 3.3330 6,355,844 | 14.65 | 25.36 | 965,623 | 1,611,967
3.3330 — 18.750 706,991 | 36.20 | 82.55 | 157,220 | 583,610
18.750 — 100 49,894 | 66.81 | 82.65 | 37,749 | 41,238
100 - - - 4,797 |
Total Other Retail Exposures 16,461,874 3 ] 1,243,209 4,461,556
Total Retail Exposures 40,950,212 | : 1 1,416,392 @ 14,397,164
HOE
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RISK

Exposure Exposure
Weighted Weighted

EAD Post Average Average Risk Undrawn
As at 31.12.2011 CRM LGD Weight | commitments
PD Range (%) RM’000 (%) (%) RM’000

Retail Exposures
Residential Mortgages

0.0000 — 0.5900 | 451,175 | 20.64 | 12.77 4,174 | 57,601
0.5900 — 3.3330 | 3,908,832 ! 25.64 | 52.34 ! 33,844 | 2,045,832
3.3330 — 18.750 | 870,485 | 32.05 ! 102.38 ! 15,499 891,163
18.750 — 100 | 310,259 | 40.73 | 111.30 ! 3,380 ! 345,326
100 5 3,008 ! 73.16 77.25 884 ! 2,324
Total for Residential Mortgages Exposures ! 5,543,759 i i 57,781 : 3,342,246
Qualifying Revolving Retail Exposure : , , , ,
0.0000 — 0.5900 | 111,537 ! 74.63 | 10.84 | 37,329 ! 12,091
0.5900 — 3.3330 | 177,803 ! 74.63 | 38.68 ! 25,034 | 68,771
3.3330 — 18.750 | 73,760 | 74.63 ! 111.41 4,688 | 82,173
18.750 — 100 | 18,179 74.63 ! 216.79 | 1,584 | 39,411
100 | 745 | 74.63 | 39.30 | — 293
Total for Qualifying Revolving Retail ' i ' ' '
Exposures 382,024 68,635 ! 202,739
Hire Purchase Exposure : . . . .
0.0000 — 0.5900 ' 11,170,250 52.12 21.26 | - 2,374,705
0.5900 — 3.3330 | 2,991,438 | 55.28 57.44 ! — 1,718,218
3.3330 — 18.750 | 1,032,273 ! 49.25 | 78.65 | - 811,920
18.750 — 100 | 190,243 ! 50.18 121.55 - 231,233
100 | 52,233 96.14 | 67.73 | — 35,378
Total Hire Purchase Exposures 5 15,436,437 i i — 5,171,454
Other Retail Exposure : . . . .
0.0000 — 0.5900 | 221,275 | 21.41 ¢ 13.28 31,174 ! 29,389
0.5900 — 3.3330 ; 4,039,634 19.67 25.10 ! 462,266 | 1,014,080
3.3330 — 18.750 ; 6,181,750 ! 11.92 18.88 77,584 | 1,167,204
18.750 — 100 ; 528,840 ! 17.49 46.37 | 24,355 | 245,199
100 | 79,941 | 66.08 ! 26.64 | 4,612 | 21,296
Total Other Retail Exposures 5 11,051,440 ! i i 599,991 ! 2,477,168
Total Retail Exposures i 32,413,660 ! i 5 726,407 11,193,607

|| H Maybank Annual Report 2012

basel ii pillar 3



3guewLIopIaq Ing

Residential Mortgages by PD Bands for Maybank Group §
Maybank Group Residential Mortgages as at 31 December 2012 -
RM mil %)
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Maybank Group’s residential mortgages profile are concentrated in the better grades of 1 to 5, with PD ranges of 0.00 - 3.33%.

Qualifying Revolving Retail Exposures (Credit Cards) by PD Bands for Maybank Group

Maybank Group Revolving Retail Exposures as at 31 December 2012

RM mil (%)
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0 — 0
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PD Range
[l EAD Post CRM (RM mil)

For Qualifying Revolving Retail Exposures (Credit Cards), again the Group’s profile are concentrated in the better grades of 1 to
5, with PD ranges of 0.00 - 3.33%.
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CREDIT RISK

Hire Purchase Exposures by PD Bands for Maybank Group

Maybank Group Hire Purchase Exposures as at 31 December 2012

RM mil (%)
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For Hire Purchase portfolio, the majority of the exposure are concentrated in the better grades of 1 to 2, with PD range of 0.00
- 0.59%.

Other Retail Exposures by PD Bands for Maybank Group

Maybank Group Other Retail Exposures as at 31 December 2012

RM mil (%)
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For Other Retail portfolio, the majority of the exposure are concentrated in the low and moderate grades of 1 to 5, with PD
range of 0.00 - 3.33%.
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At the Group, credit IRB models are validated by an
independent validation team which is separate from the model
development teams. Model validation findings are presented to
the Model Validation and Acceptance Committee for
deliberation and subsequently to the ERC for endorsement and
RMC for approval.

SCOPE AND FREQUENCY OF MODEL VALIDATION

Validation techniques include both quantitative and qualitative
analyses to test the appropriateness and robustness of the IRB
models used. Validation of credit risk models covers activities
that evaluates and examines the rating system and the
estimation process and methods for deriving the risk
components, namely PD, LGD and EAD. This involves validating
that the risk models are capable of discriminating
(‘discriminatory or rank ordering power’) and deriving
consistent and predictive estimates (‘calibration’) of the
relevant risk parameters.

The validation of models would be conducted at two stages.
Pre-implementation model validation is to be conducted prior
to launch of the model. Post-implementation validation must
be done at least annually from the model implementation date
or from the previous validation date. However, more frequent
validation may be done, where necessary.

The validation processes are also subject to an independent
review by the Internal Auditors, which is performed on a
regular basis.

The Group takes a holistic approach when granting credit
facilities and do so very much based on the repayment
capacity of the borrower, rather than place primary
dependency on credit risk mitigation. As a fundamental credit
principle, the Group generally does not grant facilities solely
on the basis of collateral provided. Credit facilities are
granted based on the credit standing of the borrower, source
of repayment and debt servicing ability.

Depending on a customer’s standing and the type of product,
facilities may be provided unsecured. Nevertheless, collateral
is taken whenever possible to mitigate the credit risk
assumed. The Group’s general policy is to promote the use of
credit risk mitigation, justified by commercial prudence and
good practice as well as capital efficiency. The value of
collateral taken is also monitored periodically. The frequency
of valuation depends on the type, liquidity and volatility of
the collateral value. The main types of collateral taken by the
Group include cash, marketable securities, real estate,
equipment, inventory and receivables. For IRB purposes,
personal guarantees are not recognised as an eligible credit
risk protection.

Corporate guarantees are often obtained when the borrower’s
credit worthiness is not sufficient to accommodate an
extension of credit. To recognise the effects of guarantees
under the FIRB Approach, the Group adopts the PD substitution
approach whereby an exposure guaranteed by an eligible
guarantor will utilise the PD of the guarantor in the
computation of its capital requirement.

As a general rule-of-thumb, the following eligibility criteria
must be met before collateral can be accepted for IRB
purposes:

o Legal certainty - The documentation must be legally
binding and enforceable in all relevant jurisdictions;

» Material positive correlation - The value of the collateral
must not be significantly affected by the deterioration of
the borrower’s credit worthiness; and

» Third-party custodian - The collateral that is held by a
third-party custodian must be segregated from the
custodian’s own assets.

Tables 23 through 25 show the credit risk mitigation analysis
under SA approach for the Group, the Bank and MIB,
respectively, whilst Tables 26 through 28 show the credit risk
mitigation analysis under the IRB approach.
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RISK

As at 31.12.2012
Exposure 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 Mortgage
Higher Risk Assets
Other Assets
Securitisation Exposures
Equity Exposure
Defaulted Exposures

Total On-Balance Sheet Exposures

Off-Balance-Sheet Exposures

OTC Derivatives

Off balance sheet exposures other than
OTC derivatives or credit derivatives

Defaulted Exposures

Total for Off-Balance Sheet Exposures

Total On and Off-Balance Sheet Exposures
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Exposures
before CRM
RM’000

Exposures
Covered by
Guarantees/
Credit
Derivatives
RM’000

Exposures
Covered by
Eligible
Financial
Collateral
RM’000

Exposures
Covered by
Other Eligible
Collateral
RM’000

56,634,064 - - 7,392,763
1,797,557 | - 11,143 | 3,484
3,420,615 | - 2,911 | 2,041,262

792,996 - 328 -

34,251,637 | 29,575 997,431 | 24,666,270

16,968,402 ' - 1,287,764 | 7,236,632
2,301,724 | - - 2,294,919

458,029 - - -
8,460,764 - - 2,783,005
296,629 | - - -
108,742 | - - -
2,150,397 | - 1,951 | 286,928
127,641,556 29,575 | 2,301,528 | 46,705,265
625,448 | — - 299,139
4,680,619 | 919 | 387,145 | 1,927,804
29 | - - -
5,306,096 919 387,145 2,226,943
132,947,652 30,494 2,688,673 ' 48,932,207
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Exposures Exposures -

Covered by Covered by Exposures [T
Guarantees/ Eligible Covered by =
As at 31.12.2011 Exposures Credit Financial | Other Eligible 8
Exposure Class before CRM Derivatives Collateral Collateral -
RM’000 RM’000 RM’000 RM’000 §

Credit Risk
On-Balance Sheet Exposures

Sovereigns/Central Banks 61,566,161 - - -
Public Sector Entities 1,002,719 — 6,020 -
Banks, Development Financial Institutions & MDBs 3,771,959 - 384 . -
Insurance Cos, Securities Firms & Fund Managers 334,063 - - 815
Corporates 42,112,182 71,809 844,762 242,016
Regulatory Retail 14,075,274 — 650,679 —
Residential Mortgage 2,063,422 - - -
Higher Risk Assets 574,927 . - - —
Other Assets 19,094,871 — — —
Securitisation Exposures 1,012,355 - — —
Equity Exposure 580,746 : - - —
Defaulted Exposures ; 1,526,949 40,377 4,690 ! —
Total On-Balance Sheet Exposures ' 147,715,628 112,186 1,506,535 ' 242,831
Off-Balance-Sheet Exposures ! !

OTC Derivatives 387,044 - - -
Off balance sheet exposures other than \

OTC derivatives or credit derivatives 5,199,198 : 57 391,396 2,311
Defaulted Exposures ‘ 22 - - -
Total for Off-Balance Sheet Exposures 5,586,264 57 391,396 2,311
Total On and Off-Balance Sheet Exposures 153,301,892 112,243 1,897,931 245,142

basel ii pillar 3



RISK

As at 31.12.2012
Exposure 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 Mortgage
Higher Risk Assets
Other Assets
Securitisation Exposures
Equity Exposure
Defaulted Exposures

Total On-Balance Sheet Exposures

Off-Balance-Sheet Exposures

OTC Derivatives

Off balance sheet exposures other than
OTC derivatives or credit derivatives

Defaulted Exposures

Total for Off-Balance Sheet Exposures

Total On and Off-Balance Sheet Exposures
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Exposures
before CRM
RM’000

Exposures
Covered by
Guarantees/
Credit
Derivatives
RM’000

Exposures
Covered by
Eligible
Financial
Collateral
RM’000

Exposures
Covered by
Other Eligible
Collateral
RM’000

31,341,304 - - 785,855
1,128,923 | - 7,125 | -
494 | — 328 | -
14,051,035 | 29,569 | 92,452 | 8,015,971
6,646,438 | - 1,027,340 | 281,122
889,835 | - - 889,835
319,443 | - - -
9,155,591 | - - 275,363
296,629 | - - -
107,709 ' - - -
190,556 ' - 650 | 58,948
64,127,957 29,569 1,127,895 ' 10,307,094
254,653 | — - 3,583
2,744,301 | 919 | 108,825 | 1,344,180
29 | - - -
2,998,983 919 108,825 1,347,763
67,126,940 30,488 1,236,720 © 11,654,857




As at 31.12.2011
Exposure Class

Exposures
before CRM

RM’000

Credit Risk
On-Balance Sheet Exposures

Exposures
Covered by
Guarantees/
Credit
Derivatives

RM’000

Exposures
Covered by
Eligible

Financial
Collateral
RM’000

Exposures
Covered by
Other Eligible
Collateral
RM’000

Sovereigns/Central Banks 43,329,944 — — —
Public Sector Entities ‘ 863,528 - 2,085 ! —
Banks, Development Financial Institutions & MDBs - - — -
Insurance Cos, Securities Firms & Fund Managers : 4,006 - - 815
Corporates 22,456,258 68,845 199,477 242,016
Regulatory Retail 5,377,033 . - 476,673 -
Residential Mortgage 736,715 - - -
Higher Risk Assets 437,645 - - —
Other Assets 17,324,102 — — —
Securitisation Exposures 1,012,355 - — —
Equity Exposure 567,104 : - - —
Defaulted Exposures ; 221,137 36,848 3,638 —
Total On-Balance Sheet Exposures } 92,329,827 105,693 681,873 ' 242,831
Off-Balance-Sheet Exposures ! !
OTC Derivatives 171,032 : - - -
Off balance sheet exposures other than

OTC derivatives or credit derivatives ‘ 3,481,319 . 57 . 230,340 2,311
Defaulted Exposures 22 - - -
Total for Off-Balance Sheet Exposures } 3,652,373 57 230,340 2,311
Total On and Off-Balance Sheet Exposures ! 95,982,200 105,750 912,213 245,142

basel ii pillar 3
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RISK

Exposures Exposures
Covered by Covered by Exposures
Guarantees/ Eligible Covered by

As at 31.12.2012 Exposures Credit Financial | Other Eligible
Exposure Class before CRM Derivatives Collateral Collateral
RM’000 RM’000 RM’000 RM’000

Credit Risk
On-Balance Sheet Exposures i : :
Sovereigns/Central Banks 16,867,117 : - - -

Public Sector Entities 647,616 : - 4,018 ! -
Insurance Cos, Securities Firms & Fund Managers 229 - - -
Corporates 1,044,396 7 4,406 543,441
Regulatory Retail 883,697 - 205,661 —
Residential Mortgage 510,664 - - 510,664
Higher Risk Assets 36 - - -
Other Assets 892,925 : - - -
Defaulted Exposures 6,294 - 1,006 ! 2,899
Total On-Balance Sheet Exposures 20,852,974 | 7 215,091 | 1,057,004
Off-Balance-Sheet Exposures : : :
OTC Derivatives 43,193 - - -
Off balance sheet exposures other than

OTC derivatives or credit derivatives 767,570 | - 467 | 150
Defaulted Exposures - - - -
Total for Off-Balance Sheet Exposures 810,763 ' — 467 150
Total On and Off-Balance Sheet Exposures 21,663,737 7 215,558 1,057,154

Exposures Exposures
Covered by Covered by Exposures
Guarantees/ Eligible Covered by

As at 31.12.2011 Exposures Credit Financial | Other Eligible
Exposure Class before CRM Derivatives Collateral Collateral

RM’000 RM’000 RM’000 RM’000

Credit Risk
On-Balance Sheet Exposures : i :
Sovereigns/Central Banks j 12,198,099 —

Public Sector Entities ] 93,011 — 3,935 -
Insurance Cos, Securities Firms & Fund Managers ] 329 ¢ — — -
Corporates j 2,649,670 - 2,964 5,344 -
Regulatory Retail ; 924,021 : — 101,483 -
Residential Mortgage ! 189,943 . - - —
Higher Risk Assets j 30,340 — — —
Other Assets ] 2,368,113 ! — — -
Defaulted Exposures ] 5,926 3,530 1,021 . -
Total On-Balance Sheet Exposures f 18,459,452 6,494 111,783 —
Off-Balance-Sheet Exposures ; ; ; ;

OTC Derivatives ] 181,545 — — —
Off balance sheet exposures other than

OTC derivatives or credit derivatives ! 412,955 ! — 1,623 ! —
Defaulted Exposures ; — — — -
Total for Off-Balance Sheet Exposures 594,500 : — 1,623 ! —
Total On and Off-Balance Sheet Exposures : 19,053,952 | 6,494 113,406 | -
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As at 31.12.2012
Exposure Class

Credit Risk

On-Balance Sheet Exposures

Banks, Development Financial Institutions & MDBs
Corporate Exposures

a) Corporates (excluding Specialised Lending
and firm-size adjustments)

b) Corporates (with firm-size adjustment)

c) Specialised Lending (Slotting Approach)
— Project Finance

Retail Exposures

a) Residential Mortgages

b) Qualifying Revolving Retail Exposures
c) Hire Purchase Exposures

d) Other Retail Exposures

Defaulted Exposures

Total On-Balance Sheet Exposures

Off-Balance-Sheet Exposures

OTC Derivatives

Off balance sheet exposures other than OTC
derivatives or credit derivatives

Defaulted Exposures

Total for Off-Balance Sheet Exposures

Total On and Off-Balance Sheet Exposures

Exposures
before CRM
RM’000

Exposures
Covered by
Guarantees/
Credit
Derivatives
RM’000

Exposures
Covered by
Eligible
Financial
Collateral
RM’000

Exposures
Covered by
Other Eligible
Collateral
RM’000

57,631,179 | — - -
137,070,729 ' 435,535 | 3,242,004 ' 2,734,638
81,460,170 435,535 3,242,004 2,734,638
52,094,035 | - - -
3,516,524 | - — _
122,462,572 312,324 - -
39,872,773 - - -
4,544,108 | - - -
34,089,521 | - - -
43,956,170 ' 312,324 | - -
2,816,748 32,455 2,419 60,510
319,981,228 780,314 3,244,423 2,795,148
9,117,245 | - - -
48,883,834 | 42,608 | 56,483 | 152,341
22,636 | - - -
58,023,715 42,608 56,483 ' 152,341
378,004,943 | 822,922 3,300,906 | 2,947,489
HOE
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RISK

As at 31.12.2011
Exposure Class

Credit Risk

On-Balance Sheet Exposures

Banks, Development Financial Institutions & MDBs
Corporate Exposures

a) Corporates (excluding Specialised Lending
and firm-size adjustments)

b) Corporates (with firm-size adjustment)

c) Specialised Lending (Slotting Approach)
— Project Finance

Retail Exposures

a) Residential Mortgages

b) Qualifying Revolving Retail Exposures
c) Hire Purchase Exposures

d) Other Retail Exposures

Defaulted Exposures

Total On-Balance Sheet Exposures

Off-Balance-Sheet Exposures

OTC Derivatives

Off balance sheet exposures other than OTC
derivatives or credit derivatives

Defaulted Exposures

Total for Off-Balance Sheet Exposures

Total On and Off-Balance Sheet Exposures
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Exposures
before CRM
RM’000

Exposures
Covered by
Guarantees/
Credit
Derivatives
RM’000

Exposures
Covered by
Eligible
Financial
Collateral
RM’000

Exposures
Covered by
Other Eligible
Collateral
RM’000

50,251,862 ' - — —
111,203,419 1,272,859 2,404,914 | 10,337,594

3 62,937,722 1,270,640 272,505 4,672,465
| 46,897,742 2,219 | 2,132,409 ' 5,665,129
j 1,367,955 | - — —
104,937,142 — — -
| 37,497,934 — — -
j 4,627,319 | — — B
30,735,761 | - — -

| 32,076,128 ! - — -
} 4,412,542 95,852 178,830 293,000
. 270,804,965 1,368,711 2,583,744 10,630,594
7,437,556 - - -
25,095,621 | 3,324 | 418,659 ' 196,272

‘ 194,197 ' - 6! 49
} 32,727,374 3,324 418,665 196,321
303,532,339 ! 1,372,035 | 3,002,409 10,826,915




As at 31.12.2012
Exposure Class

Credit Risk

On-Balance Sheet Exposures

Banks, Development Financial Institutions & MDBs
Corporate Exposures

a) Corporates (excluding Specialised Lending
and firm-size adjustments)

b) Corporates (with firm-size adjustment)

c) Specialised Lending (Slotting Approach)
— Project Finance

Retail Exposures

a) Residential Mortgages

b) Qualifying Revolving Retail Exposures
c) Hire Purchase Exposures

d) Other Retail Exposures

Defaulted Exposures

Total On-Balance Sheet Exposures

Off-Balance-Sheet Exposures

OTC Derivatives

Off balance sheet exposures other than OTC
derivatives or credit derivatives

Defaulted Exposures

Total for Off-Balance Sheet Exposures

Total On and Off-Balance Sheet Exposures

Exposures
before CRM
RM’000

Exposures
Covered by
Guarantees/
Credit
Derivatives
RM’000

Exposures
Covered by
Eligible
Financial
Collateral
RM’000

Exposures
Covered by
Other Eligible
Collateral
RM’000

56,829,211 | — - -
119,200,475 ' 418,467 | 3,237,849 | 2,592,054
72,305,941 418,467 3,237,849 2,592,054
44,446,396 ' — - -
2,448,138 | - - -
83,953,051 296,096 - -
32,074,705 - - -
4,205,587 | - - -
18,798,030 ! - - -
28,874,729 | 296,096 - -
2,435,800 30,741 2,419 60,510
262,418,537 745,304 3,240,268 2,652,564
8,926,671 | - - -
43,006,447 | 41,812 52,477 | 152,341
16,984 | - - -
51,950,102 41,812 52,477 152,341
314,368,639 | 787,116 | 3,292,745 | 2,804,905
HOE

basel ii pillar 3
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RISK

As at 31.12.2011
Exposure Class

Credit Risk

On-Balance Sheet Exposures

Banks, Development Financial Institutions & MDBs
Corporate Exposures

a) Corporates (excluding Specialised Lending
and firm-size adjustments)

b) Corporates (with firm-size adjustment)

c) Specialised Lending (Slotting Approach)
— Project Finance

Retail Exposures

a) Residential Mortgages

b) Qualifying Revolving Retail Exposures
c) Hire Purchase Exposures

d) Other Retail Exposures

Defaulted Exposures

Total On-Balance Sheet Exposures

Off-Balance-Sheet Exposures

OTC Derivatives

Off balance sheet exposures other than OTC
derivatives or credit derivatives

Defaulted Exposures

Total for Off-Balance Sheet Exposures

Total On and Off-Balance Sheet Exposures
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Exposures
before CRM
RM’000

Exposures
Covered by
Guarantees/
Credit
Derivatives
RM’000

Exposures
Covered by
Eligible
Financial
Collateral
RM’000

Exposures
Covered by
Other Eligible
Collateral
RM’000

50,469,618 ' - — —

96,521,273 643,083 ' 2,292,217 ! 9,835,967
3 55,591,935 640,864 259,627 4,636,647
| 40,237,285 ! 2,219 | 2,032,590 ' 5,199,320
j 692,053 ! - — —
} 74,494,070 — — -
| 31,960,977 — — —
j 4,314,675 | - — -

16,618,373 | - — -
| 21,600,045 ! - — —
} 3,891,501 89,755 173,377 268,809
225,376,462 732,838 2,465,594 10,104,776

7,294,530 ' - - -

21,775,436 | 3,136 | 395,337 | 191,834
‘ 188,701 ! - 6! 49
} 29,258,667 3,136 395,343 ! 191,883
254,635,129 | 735,974 2,860,937 | 10,296,659
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Exposures Exposures -

Covered by Covered by Exposures [T
Guarantees/ Eligible Covered by =
As at 31.12.2012 Exposures Credit Financial | Other Eligible 8
Exposure Class before CRM Derivatives Collateral Collateral -
RM’000 RM’000 RM’000 RM’000 §

Credit Risk
On-Balance Sheet Exposures

Banks, Development Financial Institutions & MDBs 9,336,048 - - -
Corporate Exposures 17,951,852 17,068 4,155 142,583

a) Corporates (excluding Specialised Lending ; ‘ ;

and firm-size adjustments) 9,235,827 17,068 4,155 142,583
b) Corporates (with firm-size adjustment) 7,647,639 - - -
c) Specialised Lending (Slotting Approach) \
— Project Finance 1,068,386 : - - -

Retail Exposures 38,509,521 16,227 - -

a) Residential Mortgages 7,798,068 - - -

b) Qualifying Revolving Retail Exposures 338,521 . - - -

c) Hire Purchase Exposures 15,291,491 - - -

d) Other Retail Exposures 15,081,441 16,227 - -
Defaulted Exposures 380,948 1,714 - -
Total On-Balance Sheet Exposures 66,178,369 35,009 ! 4,155 142,583
Off-Balance-Sheet Exposures :
OTC Derivatives 187,137 - - -
Off balance sheet exposures other than OTC ;

derivatives or credit derivatives 5,722,703 797 4,006 -
Defaulted Exposures 5,652 - - -
Total for Off-Balance Sheet Exposures 5,915,492 797 4,006 -
Total On and Off-Balance Sheet Exposures 72,093,861 | 35,806 | 8,161 | 142,583

HOE
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RISK

As at 31.12.2011
Exposure Class

Credit Risk

On-Balance Sheet Exposures

Banks, Development Financial Institutions & MDBs
Corporate Exposures

a) Corporates (excluding Specialised Lending
and firm-size adjustments)

b) Corporates (with firm-size adjustment)

c) Specialised Lending (Slotting Approach)
— Project Finance

Retail Exposures

a) Residential Mortgages

b) Qualifying Revolving Retail Exposures
c) Hire Purchase Exposures

d) Other Retail Exposures

Defaulted Exposures

Total On-Balance Sheet Exposures

Off-Balance-Sheet Exposures

OTC Derivatives

Off balance sheet exposures other than OTC
derivatives or credit derivatives

Defaulted Exposures

Total for Off-Balance Sheet Exposures

Total On and Off-Balance Sheet Exposures
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Exposures
before CRM
RM’000

Exposures
Covered by
Guarantees/
Credit
Derivatives
RM’000

Exposures
Covered by
Eligible
Financial
Collateral
RM’000

Exposures
Covered by
Other Eligible
Collateral
RM’000

8,622,533 | - — —
14,682,146 629,776 112,697 | 501,626

3 7,345,787 629,776 12,878 35,818
j 6,660,457 ' - 99,819 | 465,809
j 675,902 ' — — _
30,398,139 — — -
} 5,536,957 — — -
j 312,644 | - — -
14,117,388 - — -

| 10,431,150 ! - — -
} 521,041 6,096 5,453 24,192
} 54,223,859 635,872 118,150 525,819
143,026 | - - -
3,320,186 ! 188 ! 23,322 4,439

i 5,496 1 - 1 - 1 -
} 3,468,708 188 23,322 4,439
! 57,692,567 636,060 | 141,472 530,258




The Standardised Approach (SA) is applied to portfolios that are classified as permanently exempt from the IRB approach, and
those portfolios that are currently in transition to the IRB approach.

The SA approach to credit risk measures credit risk pursuant to fixed risk weights and is the least sophisticated of the capital
calculation methodologies. The risk weights applied under SA is prescribed by BNM and is based on the asset class to which the
exposure is assigned. For exposures subject to SA, approved External Credit Assessment Agencies (“ECAI”) ratings and the
prescribed risk weights based on asset classes are used in the computation of regulatory capital.

The ECAI used by the Group include Fitch Ratings, Moody’s Investor Services, S&P, RAM and Malaysia Rating Corporation
(“MARC”). Assessments provided by approved ECAls are mapped to credit quality grades prescribed by the regulator.

Below are the summary tables of the rules governing the assighment of risk weights under the SA approach and Summary of
Short Term Ratings of Banking Institutions and Corporates:

Aaa to Aa3

AAA to AA-

AAA to AA3

AAA to AA-

AAA to AA-

................................................................................................................

................................................................................................................

....................................................................................................................................

Tables 29 through 31 show the disclosure on risk weights under SA for the Group, the Bank and MIB, respectively.

Tables 32 through 34 further show the rated exposures by ECAls for the Group, the Bank and MIB, respectively.

basel ii pillar 3

adueuwLiojiad Ing



RISK

*UOIIBSIILINDSS INOYILM SIaSSY JUSLOM YSIY 18101 .

HEL06L09 | 1EG0EO'VEL IEVLB0L 1 679°967  TLETSS'S  MOE'SLS  I9MW'ELET  1000'7€0‘6l | LEB‘GEB‘OE |8MG0L8 | €9£7T89C  EELIES 1 GLT'08K'LS
OVE‘6r6'e | E68°TET ! G669 i €80T l0geLs 1996°685L  vT6‘STy - 1189 - -
€01'90}Ty | €0L°80L'TY | 8YLV6 m 0LEET - 18E€°01 T0SP9S) U 66L'G9S‘SE (8IG0/8 I M6TUISS  10MT6Z8  1999°0L)
Pr8L60T) | 6SP°0EL9) - ” - - 188666 UP080°9) - - - - -
C09'9Ey'L | MT'L8T - ” €65 - TL9LEE 6008 0Ty - GT8pLL - PP
p16°759 89p'G98°L - m - - '89p°G98°L - - - - - -
AN 8€9'91LT - | - - , 1605864 1G66°18€°) Y67 Y0V
- 1EE00°E9 - 686°GHL9 - - LR LIS'E - VL1786

000.WY
SJassy
pajyBIapm
sy
16301

00.W4
uotyeBLL
ysiy pal)
B 8umaN
laye
sa.nsodx3
10301

uoLesyLNlag | sjassy

000.WY
SERY ]

sty Jaysty

000.wy
saseglIoN

JeJUapISaY

000.WY
s9)el0dio)

000.WY
siafeuey
pung 3
swt4
S31ILINJBS
‘509
9ueIn

uoLRBIIW YSIY 1PaJ) pue SuilaN Joje sainsodx3

000.Wy
syueg
Jenjus) B
SUSIJIA0S

aseg
Je3ide)
wo.lj

uotyanpaq

Jel0L
%051
%SEl
%ST
%011
%001
%06
%SL
%05
%SE
%0C
%0l
%0

SJYSLaM
ysiy

(A AN
1 sy

|| H Maybank Annual Report 2012

pillar 3

%
]
(-]

2



Our Performance

The Financials
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RISK

As at 31.12.2012 Rating Categories

Exposure Class RM’000 RM’000 RM’000 RM’000 RM’000 RM’000

On and Off Balance Sheet

Exposures
1 Rated Exposures
A) Ratings of Corporate: ‘ ‘ ‘ ‘ ‘
Public Sector Entities 352,267 649,656 : - - 829,210 1,831,133
Insurance Cos, Securities 3 3 ‘ ‘
Firms & Fund Managers - - - - 870,518 870,518
Corporates 3,577 198,509 692,022 425,924 . 35,565,799 : 36,885,831

B) Ratings of Sovereigns and
Central Banks:
Sovereigns and Central ! ! ! ! !
Banks 55,282,171 : 404,294 92,144 - 1,701,666 : 57,480,276

C) Ratings of Banking

Institutions ! ! ! ! !
Banks, MDBs and FDIs - 1,381,595 | 1,746,825 | 2,652 | 551,291 | 3,682,363
2 Unrated Exposures - - - - - -
Total Exposures 55,638,015 2,634,054 2,530,991 428,576 ' 39,518,484 ' 100,750,120
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o
On and Off Balance Sheet 3 3 ? ? ? ? 2
Exposures =
1 Rated Exposures ‘ ‘ s
A) Ratings of Corporate: ‘ ‘ ‘ ‘ ‘ ‘ o
Public Sector Entities 219,437 - - - 792,593 1,012,030 OO
Insurance Cos, Securities 3 3 ‘ ‘ |
Firms & Fund Managers - - - - 554,297 554,297
Corporates 173,629 - 1,801,668 : 1,094,412 123,105 : 42,379,456 45,572,270

B) Ratings of Sovereigns and
Central Banks:
Sovereigns and Central ! ! ! ! !
Banks 58,916,446 102,053 : 2,466 - 2,993,366 62,014,331

C) Ratings of Banking

Institutions ! ! ! ! ! !
Banks, MDBs and FDIs j 1,112,643 | 103,081 | - 248,932 | 2,625,878 | 4,090,534
2 Unrated Exposures - - - — — _
Total Exposures 60,422,155 2,006,802 1,096,878 372,037 @ 49,345,590 1 113,243,462
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RISK

As at 31.12.2012 Rating Categories

Exposure Class RM’000 RM’000 RM’000 RM’000 RM’000 RM’000

On and Off Balance Sheet

Exposures
1 Rated Exposures
A) Ratings of Corporate: ‘ ‘ ‘ ‘ ‘
Public Sector Entities 243,031 104,619 - - 803,935 1,151,585
Insurance Cos, Securities 3 3 ‘ ‘ 3
Firms & Fund Managers - - - - 77,333 77,333
Corporates 3,577 100,367 570,121 : 67,714 . 15,687,914 . 16,429,693

B) Ratings of Sovereigns and
Central Banks:
Sovereigns and Central ! ! ! ! !
Banks 30,725,262 : 341,988 ! 92,144 - 274,759 31,434,153

C) Ratings of Banking
Institutions

Banks, MDBs and FDIs - - - — - —

2 Unrated Exposures - - - - - —

Total Exposures 30,971,871 546,974 662,265 67,714 © 16,843,941 ' 49,092,764
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o
On and Off Balance Sheet 3 3 ? ? ? ? 2
Exposures =
1 Rated Exposures : : ‘ ‘ ‘ s
A) Ratings of Corporate: ‘ ‘ ‘ ‘ ‘ ‘ o
Public Sector Entities 204,427 - - - 659,923 864,350 T
Insurance Cos, Securities 3 3 ‘ ‘ |
Firms & Fund Managers - - - - 223,660 223,660
Corporates j 62,074 | 1,622,248 1 1,042,943 — 1 22,818171 25,545,436

B) Ratings of Sovereigns and
Central Banks:
Sovereigns and Central ! ! ! ! !
Banks 41,971,172 102,053 : - - 1,402,422 43,475,647

C) Ratings of Banking
Institutions

Banks, MDBs and FDIs — — — - _ _

2 Unrated Exposures ; - - — — — _

Total Exposures L 42,237,673 ¢ 1,724,301 1,042,943 — 25,104,176 ' 70,109,093
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RISK

As at 31.12.2012 Rating Categories

Exposure Class RM’000 RM’000 RM’000 RM’000 RM’000 RM’000

On and Off Balance Sheet
Exposures
1 Rated Exposures

A) Ratings of Corporate: ‘ ‘
Public Sector Entities 109,236 541,553
Insurance Cos, Securities ; ; ;
Firms & Fund Managers - - - - 1,657 1,657
Corporates - - - - 1,081,313 1,081,313

11,140

- 661,929

B) Ratings of Sovereigns and
Central Banks:
Sovereigns and Central ! ! ! !
Banks 17,554,811 - 62,305 - - - 17,617,116

C) Ratings of Banking
Institutions

Banks, MDBs and FDIs - - - — - —

2 Unrated Exposures - - - - - —

Total Exposures 17,664,047 603,858 1,082,970 @ 19,362,015

11,140
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As at 31.12.2011

Exposure Class

On and Off Balance Sheet
Exposures

Rated Exposures

A) Ratings of Corporate:
Public Sector Entities
Insurance Cos, Securities

Firms & Fund Managers

Corporates

B) Ratings of Sovereigns and

Central Banks:
Sovereigns and Central
Banks

C) Ratings of Banking
Institutions

Banks, MDBs and FDIs

Unrated Exposures

Total Exposures

12,498,099

Rating Categories

RM’000 RM’000 RM’000 RM’000 RM’000 RM’000

12,513,109

. 75,364 | 90,374

— 909 | 909

— 2,757,559 | 2,757,559

— — 12,498,099

— 2,833,832 15,346,941
HOE

basel ii pillar 3

adueuwLiojiad Ing



RISK

Counterparty credit risk is the risk of the Bank’s counterparty
defaulting in transactions involving foreign exchange, interest
rate, commodity, equity and derivatives prior to the successful
completion of the said transaction, and occurs both in the
trading and banking books from treasury activities.

COUNTERPARTY RISK MANAGEMENT

Counterparty credit risk is the risk of the Bank’s
counterparties defaulting on their transactions and obligations
prior to the successful settlement of payment due to their
inability and failure to pay.

Counterparty credit risk originate from the Bank’s lending
business, investment and treasury activities that impact upon
the Bank’s trading and banking books associated with dealings
in Foreign Exchange, Money Market instruments, Fixed Income
Securities, Commodities, Equities and Over-the-Counter (“OTC”)
derivatives.

LIMITS

Counterparty credit risk exposures are managed via counterparty
limits either on a single name basis or counterparty group basis
that also adhere to BNM’s GP5. These exposures are actively
monitored to protect the Bank’s balance sheet in the event of
counterparty default. The Bank monitors and manages its
exposures to counterparties on a day-to-day basis.

CREDIT RISK EXPOSURE TREATMENT

For on-balance sheet exposures, the Bank employs risk
treatments that are in accordance with BNM and Basel Il
guidelines.

For off-balance sheet exposures, the Bank measures the credit
risk using Credit Risk Equivalent via the Current Exposure
Method. This method calculates the Bank’s credit risk exposure
after considering both the mark-to-market exposures and the
appropriate add-on factor for potential future exposures. The
add-on factors employed are in accordance with BNM guideline
and Basel Il requirements.

|| H Maybank Annual Report 2012
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CREDIT RISK MITIGATION

Counterparty credit risk exposures are further mitigated via
master netting arrangements e.g. ISDA Master Agreement with
counterparties where appropriate. In the event of a default,
all amounts with the counterparty (derivative assets and
liabilities) are settled on a net basis or offset.

The ISDA Master Agreement is used for documenting OTC
derivative transactions. It provides the contractual framework
within which trading activities across a full range of OTC
products are conducted and contractually binds both parties to
apply close-out netting across all outstanding transactions
covered by an agreement if either party defaults or other
predetermined events occur.

Where possible, the Bank endeavours to enter into Credit
Support Annex (“CSA”) agreements with approved ISDA
counterparties in order to apply collateral margining in order
to attain a higher level of risk mitigation.

CSA is negotiated with counterparties on a case to case basis
to provide flexibility to meet the parties’ requirements. The
terms are vetted, reviewed and negotiated and where
applicable, feedback from units in charge of credit policy,
operational, market and legal risk are sought.

The collateral held by the Bank is mainly in cash and
government securities.

Tables 35 through 37 show the off-balance sheet and counter-
party credit risk exposures for the Group, the Bank and MIB,
respectively.



adueuwLiojiad Ing

Principal/ Credit -
As at 31.12.2012 Notional Equivalent | SRR
Nature of Item Amount Amount RWA =
RM’000 RM’000 RM’000 3
Direct credit substitutes 9,630,321 : 9,330,230 ! 5,923,432 2
Transaction related contingent items 12,507,481 6,086,424 4,548,217 w
Short term self liquidating trade related contingencies 4,866,380 968,455 702,003 | U
Assets sold with recourse - - -
NIFs and obligations under an ongoing underwriting agreement 30,000 15,000 3,000
Lending of banks’ securities or the posting of securities as collateral
by banks, including instances where these arise out of repo-style
transactions (i.e. repurchase/reverse repurchase and securities lending/
borrowing transactions), and commitment to buy-back Islamic securities
under Sell and Buy Back 798,196 : 411,598 ! 50,963
Foreign exchange related contracts 170,105,729 7,069,561 2,856,296
One year or less 88,143,896 ! 1,897,261 ! 520,511
Over one year to five years 63,778,648 : 3,119,888 : 1,444,007
Over five years 18,183,185 ! 2,052,412 : 891,778
Interest/profit rate related contracts 41,079,672 : 2,385,332 ! 770,938
One year or less 24,701,618 ! 550,359 ! 199,287
Over one year to five years 16,104,820 1,824,999 569,365
Over five years 273,234 : 9,974 . 2,286
Equity related contracts - - -
One year or less - - -
Over one year to five years - - -
Over five years - - -
Other commitments, such as formal standby facilities and credit lines,
with an original maturity of over one year 35,779,967 21,323,920 8,420,052
Other commitments, such as formal standby facilities and credit lines,
with an original maturity of up to one year 23,567,299 15,352,562 9,652,404
Any commitments that are unconditionally cancellable at any time by the
bank without prior notice or that effectively provide for automatic
cancellation due to deterioration in a borrower's creditworthiness 27,403,696 271,032 63,766
Unutilised credit card lines (for portfolios under the standardised
approach subject to 20% CCF) 578,462 115,692 : 86,888
Total 326,347,203 | 63,329,806 | 33,077,959
H N
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RISK

Principal/ Credit
As at 31.12.2011 Notional Equivalent
Nature of Item Amount Amount RWA
RM’000 RM’000 RM’000

Direct credit substitutes } 8,402,059 7,864,786 5,463,701
Transaction related contingent items 12,789,614 5,797,032 . 4,339,391
Short term self liquidating trade related contingencies 6,797,648 1,243,446 704,094
Assets sold with recourse 1,499,266 : 1,499,270 498,592
NIFs and obligations under an ongoing underwriting agreement 30,000 15,000 15,000
Lending of banks’ securities or the posting of securities as collateral ‘ 3 3

by banks, including instances where these arise out of repo-style

transactions (i.e. repurchase/reverse repurchase and securities lending/

borrowing transactions), and commitment to buy-back Islamic securities ! !

under Sell and Buy Back ; 56 2 -
Foreign exchange related contracts 86,802,639 : 1,804,238 686,825
One year or less | 85,689,890 1,697,361 589,459
Over one year to five years 738,934 61,824 52,846
Over five years 373,815 45,053 44,520
Interest/profit rate related contracts . 89,735,027 4,924,289 2,357,886
One year or less } 18,991,149 515,281 420,674
Over one year to five years 60,498,562 3,275,364 1,408,777
Over five years 10,245,316 1,133,644 528,435
Equity related contracts — - —
One year or less — - —
Over one year to five years - - -
Over five years - - -
Other commitments, such as formal standby facilities and credit lines, ! ! !

with an original maturity of over one year 3 35,251,815 | 11,669,069 4,829,809
Other commitments, such as formal standby facilities and credit lines, ;

with an original maturity of up to one year 20,362,970 - 3,398,686 : 2,109,787
Any commitments that are unconditionally cancellable at any time by the ‘ 3

bank without prior notice or that effectively provide for automatic !

cancellation due to deterioration in a borrower's creditworthiness 44,118,364 - -
Unutilised credit card lines (for portfolios under the standardised ‘

approach subject to 20% CCF) 489,110 97,822 73,043
Total 306,278,568 38,313,640 | 21,078,128
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As at 31.12.2012

Nature of Item

Direct credit substitutes

Transaction related contingent items

Short term self liquidating trade related contingencies

Assets sold with recourse

Lending of banks’ securities or the posting of securities as collateral
by banks, including instances where these arise out of repo-style
transactions (i.e. repurchase/reverse repurchase and securities lending/
borrowing transactions), and commitment to buy-back Islamic securities
under Sell and Buy Back

Foreign exchange related contracts

One year or less
Over one year to five years
Over five years

Interest/profit rate related contracts

One year or less
Over one year to five years
Over five years

Equity related contracts

One year or less
Over one year to five years
Over five years

OTC derivative transactions and credit derivative contracts subject to
valid bilateral netting agreements

Other commitments, such as formal standby facilities and credit lines,
with an original maturity of over one year

Other commitments, such as formal standby facilities and credit lines,
with an original maturity of up to one year

Any commitments that are unconditionally cancellable at any time by the

bank without prior notice or that effectively provide for automatic
cancellation due to deterioration in a borrower's creditworthiness

Unutilised credit card lines (for portfolios under the standardised
approach subject to 20% CCF)

Total

Principal/ Credit

Notional Equivalent
Amount Amount RWA
RM’000 RM’000 RM’000
8,455,342 : 8,168,415 ! 5,193,382
10,620,361 : 5,156,128 | 3,749,803
4,130,112 ! 821,410 | 574,337
650,330 | 263,732 | 21,390
167,946,656 | 6,918,110 : 2,750,638
86,733,931 ! 1,848,562 ! 505,478
63,050,929 | 3,019,275 . 1,354,451
18,161,796 : 2,050,273 890,709
36,201,906 : 2,113,314 : 6,189,754
24,065,323 ! 513,495 2,057,781
11,863,349 © 1,589,845 . 4,129,687
273,234 | 9,974 | 2,286
30,916,957 : 17,858,307 | 7,406,546
20,229,080 | 13,300,347 : 8,313,711
18,377,624 | 233,629 | 40,958
578,462 | 115,692 ! 86,888
298,106,830 | 54,949,084 : 34,327,407

H N
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RISK

Principal/ Credit
As at 31.12.2011 Notional Equivalent
Nature of Item Amount Amount RWA
RM’000 RM’000 RM’000

Direct credit substitutes } 7,619,448 7,082,175 4,867,669
Transaction related contingent items 11,084,310 4,944,380 3,558,588
Short term self liquidating trade related contingencies 5,944,763 1,072,869 662,784
Assets sold with recourse : :
Lending of banks’ securities or the posting of securities as collateral

by banks, including instances where these arise out of repo-style

transactions (i.e. repurchase/reverse repurchase and securities lending/

borrowing transactions), and commitment to buy-back Islamic securities ! !

under Sell and Buy Back ; 56 2 -
Foreign exchange related contracts 84,574,565 1,713,308 632,405
One year or less | 83,474,494 1,607,984 536,592
Over one year to five years 738,934 61,824 52,846
Over five years 361,137 43,500 : 42,967
Interest/profit rate related contracts . 86,803,153 4,506,752 2,025,842
One year or less } 18,943,325 245,406 150,871
Over one year to five years 57,828,080 3,141,152 1,349,852
Over five years 10,031,748 1,120,194 - 525,119
Equity related contracts — - —
One year or less — - —
Over one year to five years - - -
Over five years - - -
OTC derivative transactions and credit derivative contracts subject to ! ! !

valid bilateral netting agreements — - -
Other commitments, such as formal standby facilities and credit lines, ;

with an original maturity of over one year 32,156,793 10,537,197 4,483,043
Other commitments, such as formal standby facilities and credit lines, ;

with an original maturity of up to one year 17,689,989 2,956,535 1,822,601
Any commitments that are unconditionally cancellable at any time by ‘ ‘ 3

the bank without prior notice or that effectively provide for automatic ! !

cancellation due to deterioration in a borrower's creditworthiness 36,251,715 - -
Unutilised credit card lines (for portfolios under the standardised ‘ ‘ ‘

approach subject to 20% CCF) 489,110 97,822 73,043
Total 282,613,902 | 32,911,040 | 18,125,975
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As at 31.12.2012

Nature of Item

Direct credit substitutes

Transaction related contingent items

Short term self liquidating trade related contingencies
Assets sold with recourse

Foreign exchange related contracts

One year or less
Over one year to five years
Over five years

Interest/profit rate related contracts

One year or less
Over one year to five years
Over five years

Other commitments, such as formal standby facilities and credit lines,
with an original maturity of over one year
Other commitments, such as formal standby facilities and credit lines,
with an original maturity of up to one year
Any commitments that are unconditionally cancellable at any time
by the bank without prior notice or that effectively provide for automatic
cancellation due to deterioration in a borrower's creditworthiness

Total

Principal/ Credit

Notional Equivalent
Amount Amount RWA
RM’000 RM’000 RM’000
786,803 ! 773,639 519,972
1,083,954 | 528,713 | 506,466
127,152 25,222 ! 16,097
1,003,290 ! 33,499 ! 8,169
1,003,290 : 33,499 | 8,169
4,559,103 198,593 145,288
600,000 : 568 153
3,959,103 198,025 ! 145,135
4,773,179 ! 3,414,552 : 958,692
2,552,943 © 1,800,273 : 1,028,067
1,905,325 | 37,403 ! 22,807
16,791,749 6,811,894 ! 3,205,558

H N
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RISK

Principal/ Credit
As at 31.12.2011 Notional Equivalent
Nature of Item Amount Amount RWA
RM’000 RM’000 RM’000

Direct credit substitutes } 353,389 353,389 218,717
Transaction related contingent items 977,179 488,589 420,439
Short term self liquidating trade related contingencies 274,341 54,868 33,029
Assets sold with recourse 1,499,266 - 1,499,270 498,592
Foreign exchange related contracts 1,530,998 : 43,997 . 29,678
One year or less } 1,530,998 43,997 29,678
Over one year to five years — - -
Over five years - - -
Interest/profit rate related contracts 2,662,100 137,548 60,224
One year or less 35,500 89 24
Over one year to five years 2,476,600 128,459 57,774
Over five years 150,000 : 9,000 2,426
Other commitments, such as formal standby facilities and credit lines, ‘ ; ;

with an original maturity of over one year 3,039,259 1,117,988 333,118
Other commitments, such as formal standby facilities and credit lines, ;

with an original maturity of up to one year 1,837,885 : 367,560 216,612
Any commitments that are unconditionally cancellable at any time ‘ 3 3

by the bank without prior notice or that effectively provide for

automatic cancellation due to deterioration in a borrower'’s ! !

creditworthiness ; 1,537,136 : - -
Total 13,711,553 | 4,063,209 | 1,810,409
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MARKET
RISK

INTRODUCTION

The Group defines market risk as the adverse impact on
earnings or capital from changes in the level of volatility of
market rates or prices such as interest rates, foreign exchange
rates, commodity prices and equity prices. On the Islamic
banking operations for the Group, market risk comprises of
rate of return and displaced commercial risks.

The Group is exposed to market risk through Trading and
Non-Trading activities. Traded market risk arises from positions
taken from market making, position taking and proprietary
trading. For Non-Trading activities, interest rate or rate of
return positions primarily arise from retail and commercial or
Islamic banking assets, liabilities, financial investment
available-for-sale and financial investment held-to-maturity.

In managing market risk, the Group are guided by the
following building blocks:

Management

Practices &
Processes

The overarching building blocks serves as a foundation of
Market Risk Management for the Group. It consists of three (3)
main components: Principles of Market Risk, Governance &
Risk Oversight and Risk Management Practices and Processes.

MARKET RISK GOVERNANCE

The Risk Management Committee (“RMC”) approves the
Group’s risk appetite for Trading and Non-Trading activities
taking into account business strategies, targeted returns,
anticipated market volatility and a range of products. RMC is
also responsible to approve the Group’s market risk
management frameworks, policies and limits which are
recommended by the Executive Risk Committee (“ERC”) for
the overall governance and management of market risk.

The Asset and Liability Management Committee (“ALCO”) under
the delegated authority of RMC, ensures that approved market
risk policies, limits and control standards for managing market
risk are implemented effectively. In addition, ALCO is

responsible for ratifying breaches of market risk limits, as well
as, executing strategies as part of Balance Sheet optimisation.

Market Risk Management (“MRM”) as an independent risk
control unit, supports the management committee with
independent assessment of the market risk profile of the
Group. MRM is also responsible for ensuring efficient
implementation of market risk management policies, limits and
controls to support business growth and facilitating risk return
decisions through monitoring and reporting for escalation to
senior management, management committees, Board and
regulators, as well as, performing independent valuation of
models and alerting/pre-empting the management though
stress testing.

MARKET RISK MANAGEMENT FRAMEWORK

The Market Risk Management Framework serves as the base
for overall and consistent management of market risk. It
covers key risk management practices and processes such as
identification, measurement, monitoring, control and reporting
of market risk exposures which are benchmarked against
industry leading practices and regulatory requirements. Key
principles are defined for traded and non-traded market risk
to facilitate the Group in managing the market risk in a
systematic and consistent manner.

basel ii pillar 3
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Management of Trading Activities ii

Market risk across the portfolio is identified, measured,
monitored and controlled using a variety of measurement
techniques which comprises of both quantitative and
qualitative measures.

Among the range of tools used to measure and control
market risk exposures, one of the principal measures for
traded market risk adopted by the Group is Value-at-Risk
(“VaR”). VaR measures the potential loss of value
resulting from market movements over a specified period
of time within a specified probability of occurrence under
normal business situations. To ensure the relevancy and
accuracy of the VaR computation, VaR is back tested on
a daily basis and is subject to periodic independent
validation.

In addition, the Group utilises other risk measures, such as
interest rate sensitivity e.g. exposure to a one basis point
increase in yield (“PV01”), net open position limit for
managing foreign currency exposure and Greek limits for
controlling options risk. These measures provide granular
information on the Group’s market risk exposures and are
used for control and monitoring purposes.

The principal measures of non traded market risk include
net open position limits in the management of foreign
currency exposures as well as re-pricing gap analysis,
sensitivity — PVO1, Earnings-at-Risk (“EaR”), Economic
Value-at-Risk (“EVaR”) and dynamic simulation in
managing interest rate/rate of return risk in the
Non-Trading book.

The Group also conducts regular stress testing on both
the Trading and Non Trading books to assess the impact
of stressed events on the Group’s earnings and economic
value.

Monitoring mechanisms with clearly defined frequency of
monitoring are established to ensure the Trading and
Non-Trading activities are conducted in a manner
consistent with sound business practices and are in
compliance with the Group’s internal guidelines,
applicable laws and regulatory requirements.

|| H Maybank Annual Report 2012
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Management of Interest Rate/Rate of Return Risk in the
Banking Book (the “IRR/RoR”)

One of the Group’s core non traded market risks is
interest rate risk (“IRR”) (or rate of return risk (“RoR”)
in the case of Islamic Banking activities).

IRR/RoR arise from the changes in market interest rates
that adversely impact the Group’s financial condition in
terms of earnings or economic value, based on the risk
profile of the balance sheet.

The Group emphasises the importance of managing IRR/
RoR in the banking book as most of the balance sheet
items of the Group generate interest income and interest
expense which are indexed to interest rates. Accepting
the IRR is a normal part of banking and can be an
important source of profitability and shareholder value.
However, excess IRR can threaten the Bank’s earnings,
capital, liquidity and solvency.

IRR/RoR has many components/sources, including
repricing, basis, yield curve, optionality and price risk.
The Group quantified and measured the exposures using a
combination of static analysis tools and dynamic
simulation techniques.

The static analysis tools including the repricing gap and
sensitivity analysis which also provide indications of
potential impact on earnings volatility as well as
sensitivity of economic value for the Group.

For the dynamic simulation techniques, both earnings and
economic value impact are assessed. In the earnings
simulation, the sensitivity of projected net interest
income/net fund base income under varying interest rate
scenarios from the Bank’s pro-forma balance sheet is
simulated. The analysis incorporates business and
behavioural assumptions established based on statistical
and non-statistical methods.



On a more holistic view on the potential long term
effects of the overall exposure, the Economic Value
sensitivity simulation is used to estimate the impact on
economic value by calculating the current or “base case”
present value of all assets, liabilities and off-balance-
sheet positions at a point in time. The model projects
the amount and timing of future cash flows (principal and
interest cash flows) of all rate-sensitive instruments i.e.
assets, liabilities and interest rate related off balance
sheet positions under the base case interest rate

Other management and control of IRR/RoR for the
Non-Trading book is transferring the risks to a designated
funding unit with the supervision of ALCO. The funding
unit is delegated by the ALCO for the effective
management of the balance sheet risk in accordance with
the approved risk management policies.

Tables 38 (a) - (c) shows the impact of changes in IRR/
RoR to earnings and economic value for the Group, the
Bank and MIB respectively.

adueuwLiojiad Ing

scenario. These cash flows are then discounted by an
appropriate discount factor to arrive at a net present
value. The change of economic value is quantified and
observed under different interest rate scenarios.

As at 31.12.2012 As at 31.12.2011

Impact on Global Position Impact on Global Position
+200 bps parellel shock

+200 bps parellel shock
Potential Earning Impact on Economic

Currency

Potential Earning Impact on Economic

Volatility (PEV) Value (IEV) Volatility (PEV) Value (IEV)

RM’000 RM’000 RM’000 RM’000

MYR 529,164 2,026,318 60,682 2,520,569
usb 38,537 52,228 123,504 (9,703)
SGD 89,806 531,994 143,795 242,157
IDR 49,736 (106,493) 23,072 (7,269)
Others* (145,841) 180,587 (99,624) 93,568
Total 561,402 2,684,634 251,429 2,839,322

As at 31.12.2012 As at 31.12.2011

Impact on Global Position Impact on Global Position

Currency +200 bps parellel shock +200 bps parellel shock

Potential Earning

Impact on Economic Potential Earning Impact on Economic

Volatility (PEV) Value (IEV) Volatility (PEV) Value (IEV)

RM’000 RM’000 RM’000 RM’000

MYR 651,728 | 1,216,637 510,138 800,759
usD (25,600) | 77,973 (63,570) | 271,776
SGD 89,806 531,994 213,248 (88,281)
Others* (148,789) 181,243 (99,180) 145,929
Total 567,145 2,007,847 560,636 1,130,183

HE
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As at 31.12.2012 As at 31.12.2011

Impact on Global Position Impact on Global Position
Currency +200 bps parellel shock +200 bps parellel shock

Potential Earning Impact on Economic Potential Earning Impact on Economic

Volatility (PEV)
RM’000

Total (122,564)

Management of Foreign Exchange Risk

Foreign exchange (“FX”) risk arises as a result of
movements in relative currencies due to the Group’s
operating business activities, trading activities and
structural foreign exchange exposures from foreign
investments and capital management activities. Generally,
the Group is exposed to three types of foreign exchange
risk such as translation risk, transactional risk and
economic risk which are managed in accordance with the
market risk policy and limits.

The FX translation risks are mitigated as the assets are
funded in the same currency. In addition, the earnings
from the Overseas Operations are repatriated in line with
Management Committees’ direction as and when required.

The Bank controls its FX exposures by transacting in
permissible currencies. It has an internal FX NOP to
measure, control and monitor it FX risk and implements
FX Hedging strategies to minimise FX exposures. Stress
Testing is conducted periodically to ensure sufficient
capital to buffer the FX risk.

The objective of Equity Exposure is to determine the nature
and extent of the Group’s exposure to investment risk arising

from equity positions and instruments held in its banking book.

Publicly Traded

Holding of equity investments comprises of quoted shares
which are traded actively in the stock exchange. All
publicly traded equity exposures are stated at fair value.

|| H Maybank Annual Report 2012
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Value (IEV) Volatility (PEV) Value (IEV)
RM’000 RM’000 RM’000

809,645 (193,310) | 892,019

ii  Privately Held

Privately held equities are unquoted investments whose
fair value cannot be reliably measured which are carried
at cost less impairment losses, if any.

The Group holds investments in equity securities with the
purpose of gaining strategic advantage as well as capital
appreciation on sale thereof.

Equity Risk is the risk of decrease in the particular
investments arising from unfavorable movements in the
stock market dynamics or other specific factors.

At the Group and Global consolidated level, Maybank also
computes the minimum capital requirements against market
risk as per BNM’s RWCAF requirements under Standardised
Approach. This is imperative as capital serves as a financial
buffer to withstand any adverse market risk movements.
Interest rate risk, foreign currency risk and options risk are
the primary risk factors experienced in the Group’s Trading
and Non-Trading activities. Other risk factors such as
commodity and equity are generally attributed to structured
products which are transacted on a Back-to-Back basis.

Table 39 shows the Market Risk RWA and Minimum Capital
Charge for the Group, the Bank and MIB respectively.



As at 31.12.2012

Market Risk Categories

Interest Rate Risk
Foreign Currency Risk
Equity Risk
Commodity Risk
Options Risk

As at 31.12.2012

Market Risk Categories

Benchmark Rate Risk
Foreign Currency Risk
Equity Risk
Options Risk

Liquidity risk is the ability of the bank to fund increases in
assets and meet obligations as they come due, without
incurring unacceptable losses.

Generally, there are two types of liquidity risk which are
funding liquidity risk and market liquidity risk. Funding
liquidity risk is the risk that the firm will not be able to meet
efficiently both expected and unexpected current and future
cash flow needs without affecting either daily operations or
the financial condition of the firm. Market liquidity risk is the
risk that a firm cannot easily offset or eliminate a position at
the market price because of inadequate market depth or
market disruption.

The primary source of funding include customer deposits,
interbank deposits, debt securities, swap market, bank loan
syndication and medium term funds. The Group also initiates
and implements strategic fund raising programs as well as
institutes standby lines with external parties on a need basis.
Sources of liquidity are regularly reviewed to maintain a wide
diversification by currency, provider, product and term.

In terms of day-to-day liquidity management, the Treasury
Operations will ensure sufficient funding to meet its intraday
payment and settlement obligations on a timely basis. It is our
policy to manage and maintain the following:

Maybank Group Maybank

4,016,931

| 328,554 | 3,345,023 | 267,602
4,199,619 ' 335,969 2,443,975 ' 195,518
173,850 | 13,908 | — -
2,525 202 — -
430,925 | 34,474 411,950 32,956

Maybank Islamic

126,090 10,087
621,816 | 49,745

« Maintaining sufficient amount of unencumbered high quality
liquidity buffer as a protection against any unforeseen
interruption to cash flow;

e Managing short and long-term cash flow via maturity
mismatch report and various indicators;

* Monitoring depositor concentration at the Group and the
Bank level to avoid undue reliance on large depositors;

» Managing liquidity exposure by domestic and significant
foreign currencies;

» Diversifying funding sources to ensure proper funding mix;

o Conducting liquidity stress testing under various scenarios
as part of prudent liquidity control;

« Maintaining a robust contingency funding plan (“CFP”) that
is being tested regularly for its effectiveness; and

o Conducting CFP testing to examine the effectiveness and
robustness of the plans.

The previous global financial crisis has resulted in a significant
change in the regulation and supervision of liquidity risk in
financial institutions. Arising from the Basel Ill liquidity risk
management requirements, two ratios have been recommended
to manage liquidity risks, which are Liquidity Coverage Ratio
(“LCR”) and Net Stable Funding Ratio (“NSFR”). These
measures will be phased in from 1 January 2015 and 1
January 2018 respectively.

basel ii pillar 3
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The formal observation period commenced on 1 January 2012, the preliminary ratios are already been computed and presented
to the ALCO and the RMC on a monthly basis. The information has been officially reported to BNM with effect from June 2012
as per the recent guideline entitled “Implementation of Basel IlI” published by BNM on 16 December 2011.

i Liquidity Risk Management Framework and Policy

Liquidity risk management is an approach that includes policies, standards, procedures and framework for the management
of Maybank Group’s liquidity obligations and to withstand a period of stress affecting secured and unsecured funding for the
Group.

The Group employs BNM’s Liquidity Framework and leading practices as a foundation to manage and measure its liquidity
risk exposure and also uses a range of tools to monitor and limit liquidity risk exposure such as liquidity gap, early warning
signals, liquidity indicators and stress testing. The liquidity positions of the Group are monitored regularly against the
established policies, procedures and limits.

ii. Liquidity Risk Governance and Management Oversight

The Maybank Group LRM Policies and Frameworks are reviewed annually and when required, taking into account changes in
operations, objectives and regulatory requirements to ensure alignment with leading practices. Prior to implementation, the
said framework and policy are subject to the endorsement of the ERC and approval of RMC.

iii. Liquidity Risk Measurement & Control
Measuring liquidity helps the Group to gauge its liquidity position prior to making operational and business decisions. In
order to identify and quantify the major sources of liquidity risk, the liquidity measurement tools is employed based on two
(2) perspectives as follows:

Cash/Intraday

Regulatory Management
Perspective

Liquidity Gap Stress Test

Risk Liquidity Risk

Oversight Modelling Limit Setting

Internal
Perspective

Buffer
Management

Contingency

Liquidity Indicators Funding Plan

I B H Maybank Annual Report 2012
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iv. Liquidity Risk Limits
The Group uses limits to control its liquidity risk exposures and vulnerabilities, which are set according to its business
activities for purpose of effective monitoring mechanisms. This aims to facilitate effective implementation of liquidity
policies and ensure compliance with statutory requirements. There are two (2) types of limits, i.e. regulatory compliance
and internal requirements. The Group has a 3-tiered risk limit based on severity as depicted in the following table:

Tier 1 + Maximum risk » Internal Threshold + The maximum permissible level of risk tolerance for
& Corrective action Regulatory Compliance regulatory requirements and Group indicators.

| stage + Limit . . . . -
! ! ' Limit breaches require immediate action to mitigate or
' regularise liquidity risk exposure.

Tier 2 " Intervention stage " Internal indicator/ ' Limits are established to capture exceptions in internal

' Benchmark (Soft Limits) ' benchmarks.

- Exceptions require investigative action and escalation to
+ address concerns via action plans.

-------------------------------------- e S T

Tier 3 " Intervention stage Early warning signal ' Soft limits which are early warning signals established to
! ' monitor unusual movements of a few key indicators that
' may cause liquidity distress.

- Exceptions require prompt investigation action and
- escalation to Management.

v. Liquidity Buffer Management

Liquid assets are important when the Group needs to raise liquidity within a short timeframe during a stressed period and
when normal funding sources are unavailable. Therefore the Group must continuously maintain the availability of
unencumbered, high quality liquid assets that can be easily sold or pledged to improve liquidity.

vi  Stress Testing and Contingency Funding Plan

The Group uses stress testing and scenario analysis to evaluate the impact of sudden stress events on liquidity position.
Scenarios are based on hypothetical events that include bank specific crisis and general market crisis scenarios.

The stress test result provides an insight of the Bank’s funding requirements during different level of stress environment
and is closely linked to the Group’s CFP, which provides a systemic approach in handling any unexpected liquidity
disruptions.

The CFP plan encompasses strategies, decision-making authorities, internal and external communication and courses of

action to be taken under different liquidity crisis scenarios. It is being tested regularly to ensure the effectiveness and
robustness of the plan.
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vii  Monitoring and Reporting
The risk reporting process governs both scheduled and exception reporting and constitutes the following components:

Components of Reporting

In addition, the Group is also uses the Key Risk Indicators (“KRI”) which provides early warning signals of liquidity
risk condition. In this regards, the Group has established three (3) classification codes for KRI to gauge risk level as

follows:

I B H Maybank Annual Report 2012
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OPERATIONAL
Operational risk is defined as the risk of loss resulting from Risk taking units (Strategic Business Unit) constitute an integral g
inadequate or failed internal processes, people and systems or part of the operational risk management framework and are =
from external events. This definition includes legal risk, but primarily responsible for the day-to-day management of
excludes strategic and reputational risk. operational risk. They are responsible for establishing and o

maintaining their respective operational manuals and ensuring
that activities undertaken comply with the Maybank Group’s

MANAGEMENT OF OPERATIONAL RISK operational risk management framework.

The Operational Risk Management (“ORM”) sub-sector is Operational Risk Officers (“ORO”) have been appointed within
responsible for the formulation and implementation of the | = . @ . i il wCRI 1Y Af the Mavhkanl

; ) S i the various Strategic Business Unit (“SBU”) of the Maybank
operational risk framew9rk w1t'h1n the Maybank Group, which Group and are responsible for implementing and executing the
encompasses the operational risk management strategy and operational risk management processes and tools. They are
governance structure. Another key function is the development

) ; ) ) also responsible for the investigation of operational losses,
and implementation of operational risk management tools and monitoring and analysis of risk trends and staff training on
methodologies to identify, measure, monitor and control

; ; operational risk management practices and governance.
operational risks.

OPERATIONAL RISK MANAGEMENT FRAMEWORK

OPERATIONAL RISK MANAGEMENT FRAMEWORK

Validation /
Reassessment

Continuous
Improvement

Operational Risk
Strategy & Appetite

Business Mission,

Objective & Strategies

Operational Risk Management Risk

i Risk : Risk
NISK Assessment & Risk Control & Monitoring

Identification Measurement Framework

OR Tools-RCSA
KRI & Incident
Management

Measurement

Strategy & Governance :
Capital Charge

Policy & Organisation Disclosure

RISK MANAGEMENT INFRASTRUCTURE

Maybank Group’s Operational Risk Management Framework focuses on the four causal factors of operational risk, i.e. people,
processes, systems and external events. It provides a transparent and formalised framework aligned to business objectives within
which the Board of Directors, management teams, staff and contractors can discharge their operational risk management
responsibilities.
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A variety of methodologies and tools have been implemented
to effectively identify, assess, measure and report operational
risk exposures on a timely basis, thereby serving as tools to
facilitate decision-making and enhance the operational risk
management process.

Operational Risk Identification and Assessment

» Risk identification is the recognition of operational risk
scenarios that may give rise to operational losses. For
example, under the Maybank Group’s product approval
programme, all risks inherent in new/enhanced products/
services are identified prior to the launch of the product/
services, with risk mitigation measures emplaced; and

o Risk-profiling and self-assessment exercises are also
conducted as part of the operational risk management
process.

The above exercises enable risk taking units to identify
inherent operational risks specific to their environment and
assist them in assessing the effectiveness of controls in place.

Operational Risk Measurement and Monitoring

The key methods and tools used to measure and monitor
operational risks are as follows:

o Risk & Control Self Assessment (“RCSA”)

RCSA is a process of continual assessment of inherent
operational risks and controls to identify control gaps and
to develop action plans to close the gaps. It is a risk
profiling tool which facilitates effective operational risk
management for the Maybank Group.

SBU undertake the RCSA exercise to give due focus in the
review of business processes to enhance critical operations
and controls, especially those assessed to be in the
‘Caution’ and Alert’ categories.

The SBU level risk profiling exercises are compiled to
establish the Maybank Group Risk Profile on a half-yearly
basis. The consolidated Risk Profile is presented to the
Group Operational Risk Management Committee and Risk
Management Committee.

|| H Maybank Annual Report 2012
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» Key Risk Indicators (“KRIs”)

KRIs are embedded into critical processes to provide early
warning signals of increasing risk and/or control failures by
flagging up given frequencies of events as a mechanism for
continuous risk assessment/monitoring.

SBU monitor their risk exposures via KRIs and are required
to develop specific and concrete action plans for those
indicators that fall under ‘Caution’ and ‘Alert’. ORM assists
the SBU to develop and validate the KRIs to ensure
appropriate thresholds are set.

KRIs are tracked at Group, Business and Operating levels.
The main source of KRIs are from the periodic RCSA process,
IMDC database, SBU experiences, internal/external audit
findings and Bank Negara Malaysia examination findings.

« Incident Management & Data Collection (“IMDC”)

IMDC provides a platform of a structured and systematic
process for SBU to identify and focus attention on
operational ‘hotspots’. This facilitates the establishment of
a centralised database of consistent and standardised
operational risk incident information readily available for
analysis of operational lapses to minimise the risk impact
of future operational losses.

Risk Mitigation tools and techniques are used to minimise risk
to an acceptable level and are focused on:

o Faster resumption of business in the event of a disaster/
incident; and
» Decreasing the impact on the business, should it occur.

The control tools and techniques to mitigate operational risk
are as follows:

e Business Continuity Management (“BCM”)

The BCM sub-sector is responsible for the formulation and
implementation of a BCM Framework which outlines a
comprehensive and integrated approach to ensure business
continuity and mitigate possible disruptions to the Maybank
Group’s critical business operations, and people safety in
event of disruptions and disaster. The BCM Framework is
based on Bank Negara Malaysia’s BCM Guidelines and
international leading BCM practices.



The BCM Framework covers the following four key
components:

BCM Framework Components

Crisis
Management

Emergency
Response Plan

Overall coordination
of an organisation
response to crisis

Response plan
when disaster
strikes

Disaster Recovery
Plan (DRP)

Business Continuity
Plan (BCP)

Continuation of
critical business
process at
alternate site

Recovery of mission
critical system &
application at an

alternate site

In line with the BCM Framework requirements, Business
Continuity Plans (“BCP”) were developed for all critical sectors
including subsidiaries and overseas branches. The BCP
documents and exercises are reviewed on a yearly basis. The
Maybank Group’s Board attests on the Maybank Group BCM
Performance for FY2012 and BCM Readiness for FY2013.

In 2012, Maybank Group had successfully conducted the
Enterprise Crisis Simulation Exercise (“ECSE”) involving main
critical business functions both in Menara Maybank and Dataran
Maybank. The exercise demonstrated the level of readiness
within the Maybank Group to cope with any eventualities.

By having a proper BCM in place, Maybank Group is able to
respond effectively and in a structured manner in the event of
disruptions/disaster, hence ensuring Maybank Group’s business
continuity.

e Outsourcing

Outsourcing is a technique used by Maybank Group mainly
for the purposes of reducing fixed and/or current
expenditure and to concentrate on the Group’s core
business with a view to enhance operational efficiency.

For effective operational risk management, the Group’s
Outsourcing Policy and Procedure are designed in
accordance with local regulatory requirements and
international leading practices. All outsourced services are
subject to rigorous due diligence and risk review.

Continuous review, monitoring and reporting to the Group
Operational Risk Management Committee and Risk
Management Committee are carried out to ensure that the
integrity and service quality of service providers are not
compromised.

o Anti-Fraud Management

The Group aims to ensure that the risks arising from fraud
are reduced to the lowest possible level and develop
effective fraud management approaches to deal with fraud
incidences in a decisive, timely and systematic manner.

The Group’s Anti-Fraud Policy establishes robust and
comprehensive anti-fraud programmes and controls for the
Group. It serves as the broad principle, strategy and policy
for the Group to adopt in relation to fraud management
that promotes higher standards of integrity. It also outlines
the roles and responsibilities at all levels within the
organisation for preventing and responding to fraud.

TREATMENT FOR OPERATIONAL RISK
CAPITAL CHARGE

Operational Risk capital charge is calculated using the Basic
Indicator Approach (“BIA”) as per the BNM Risk Weighted
Capital Adequacy Framework.

Maybank Group intends to adopt The Standardised Approach
(“TSA”) for Operational Risk Capital Charge Calculation. The
use of TSA is subject to BNM’s approval.

For this purpose, the Group has mapped its business activities
into the eight business lines as prescribed by Basel Il and the
BNM Risk Weighted Capital Adequacy Framework.

The Group has also automated the operational risk capital
charge calculation process to produce accurate and reliable
Operational Risk capital charge figures across Maybank Group
under both the BIA and TSA.

basel ii pillar 3
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SHARIAH
GOVERNANCE

SHARIAH GOVERNANCE FRAMEWORK (“SGF”)

Shariah principles are the foundation for the practice of Islamic finance through the observance of the tenets, conditions and
principles prescribed by Shariah as resolved by the BNM’s and the Securities Commission’s Shariah Advisory Council (“SAC”) and
the Shariah Committee. Comprehensive compliance with Shariah principles will ensure stakeholders’ confidence in Islamic
Financial Institutions’ business activities and operations.

In accordance to BNM’s regulatory requirements, Maybank Group has put in place a comprehensive Shariah Governance Framework

(“SGF”) to ensure effective and efficient oversight by the Board of Directors, the Shariah Committee, the Management and
Business Units on business activities and operations carried out by the Group’s Islamic banking businesses.

IMPLEMENTATION OF THE SHARIAH GOVERNANCE FRAMEWORK

The implementation of the SGF is through the following approach:

« Broad oversight, accountability and responsibility of the Board of Directors, Shariah Committee and Board Committees; and
o Oversight, guidance and observance by Executive Committees and the Shariah Working Committee;

Shariah Governance Framework Model for the Bank

Shariah as overarching

principle in Islamic finance

SHARIAH WORKING
MIB BOARD SHARIAH COMMITTEE COMMITTEE

Group Compliance f§ Group Audit

Risk Management :

Shariah Shariah
Compliance Audit

Shariah Risk MEGRE
Management Review

Il H B Mmaybank Annual Report 2012
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Lines of defense as detailed in the table below:

Business Line Management (across the House of Maybank)
1st Line Responsible for identifying & managing the risk inherent in the products, services and activities which they are
responsible.

Shariah Management
2nd Line Ensuring that all structures, terms & conditions, legal documentation and operational process flow & procedures
are Shariah compliant.

Shariah Risk Management and Shariah Review
3rd Line These parties generally complement the business lines’ operational risk management activities (continuous
monitoring of the business).

Shariah Audit and Shariah Compliance
The independent periodical checking of risk and compliance.

4th Line

The duties and responsibilities of the Shariah Committee are

to advice on the overall Group Islamic Banking business The control structure for handling and reporting of Shariah
activities and operations in order to ensure compliance with non-compliance and Potential Shariah non-compliance has been
Shariah principles. The roles of the Shariah Committee include:  emplaced in the Group. Based on the on-going review of the

Group’s operational activities. MIB has reported that a sum of
RM76,386 have been identified and approved by the Shariah
Committee during the financial year and has been purified in
full to the approved charitable bodies as at 31 December
2012.

To advise the Board on Shariah matters in its business
operations.

To endorse Shariah compliance policies and procedures.
To endorse and validate relevant documentations.

To assist related parties on Shariah matters for advice
upon request.

To assess work carried out by Shariah Review, Shariah

Compliance and Shariah Audit.

To advise on matters referred to the Shariah Advisory

Council (“SAC”).

To provide written Shariah opinion; and

To assist the SAC on reference for advice.

Name of Member

Tan Sri Dato’ Seri Dr. Hj. Harussani Hj. Zakariaf Chairman

Dr. Mohammad Deen Mohd Napiah U Member
Dr. Ismail Mohd © Abu Hassan " Member
Associate Professor Dr. Ahcene Lahsasna " Member
‘En. Sarip Abaul " Member

.................................................................
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STATEMENTS

This document could or may contain certain forward looking
statements that are based on current expectations or beliefs,
as well as assumptions or anticipation of future events. These
forward-looking statements can be identified by the fact that
they do not relate only to historical or current facts. Forward-
looking statements often use words such as anticipate, target,
expects, estimate, plan, goal, believe, will, may, would,
could, potentially, intends or other words of similar
expressions. Undue reliance should not be placed solely on any
of such statements because, by their very nature, they are
subject to known and unknown risks and uncertainties and can
be affected by other factors that could cause actual results,
and the Maybank Group’s plans and objectives, to differ
materially from those expressed or implied in the forward
looking statements.

|| H Maybank Annual Report 2012
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Forward looking statements speak only as of the date they are
made, and it should not be assumed that they have been
revised or updated in the light of changes in the global,
political, economic, business, competitive, market and
regulatory forces, future exchange and interest rates, changes
in tax rates and future business combinations and dispositions.

The Group undertakes no obligation to revise or update any
forward looking statements contained in this document,
regardless of whether those statements are affected as a
result of new information, future events or otherwise.
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