Appendix 1

Summary List of Banks that comprise the domestic commercial banking sector

Malaysia

Singapore

Thailand

Indonesia

10 merged banks :
1) Affin Bank

3 major banks :
1) Development

3 major locally
incorporated commercial

5 major groups :
1) State-owned banks

2) Alliance Bank Bank of Singapore | banking groups : 2) Regional
3) AM Bank 2) UOB 1) Majority-owned by Development Banks
4) Bumiputra-Commerce | 3) OCBC Thais 3) Private national
5) EON Bank 2) Majority-owned by forex banks
- 6) Hong Leong Bank Foreigners 4) Private national non-
- 7) Maybank 3) State-owned banks forex banks
. 8) Public Bank 5) Joint banks
| 9) RHB Bank
10) Southern Bank
N=3 N=13 N =135

IN=10




[ 61 156 559 TT6 T56 60CI 16 11 sy T
L6'T1 £9°S1 79°68 16'8S STTL6 LS'1S6 £8°801 61°LOL BOL.
Sl S'1 £8 £L 0201 1°601 (443 1€°0¥ JUBH UREROS
81 81 L9 [ 0'86 606 (A TEl - RG]
91 19'1 (¥4 4 el 9°c9 1'19 891 81 FuRH oHgnd
19 SE 669 6T Y 9£'96 £2°101 19'11 KXl FURGAS
9] g1 S'L 53 L'L9 0'1L EUFl SI'El | Xueg Buoo-| Juop
L0 81 VN VN 9°'L6 £011 0T 11 ¥ST1 — ¥ieg NOH
VYN YN TL L'y L8 08 (A4 8L°11 _ gg90d
VN VN 184! [Zal (X741 86¢1 £0°C1 Tl mgNY
Sl S 911 £01 €L ¥'26 T0°01 8S°€ JuBg 0UBIFY
99°1 (4 X4 79°81 99°01 66°S6 768 VYN YN Yueg By
1002 000T 1002 0002 100 000T 1002 0002 A
AdT (%) ueo] 8101/ 1N (%) 11s0da(]/ueo] (%) JOMY
] [Sued
$YIEIE | SP8€8T | 8$¥9IE 08¥8€ | TSIFZI | 67601 6'10SS L'8EIY | ¥'E9T¥9E | 9¥PeEpZE | 170929 | €L6STE B0
€701 98961 9°0¥¢ 9011 $'T89 LOES [ 7% 1'62¢ 9STHLL | SOvELT L°0€ST 0°S65T Jueg wWoqnog
0699 0°LESY L'S9% 8005 $°S091 STLST T8L9 079 0E668 | O1£68Y | 8°T8TS 6'611S yueg gy
0°€62S 0°ST9¢ 01LS 0v£9 6FSI11 9086 8ELS 0°16€ 08L50v | 0'Si¥Ze £°00ES 9°L06E yued oljqnd
0°'8€98 0°€SL8 0SErl 0¥¥S1 0920 SCIbE 8 8Py LYUIL | O'ELPITT | 090896 | TST0ZI | 800611 JUBqARIA
[ 22 44 S 6CLI 0°S89 [4443 0°S601 Y'LLY 0°8¢¢ LS0C 1 A 4 {4 790581 6°099T L6161 yueg Suoa] Suog
8 ESHI ¥'SOE1 1’101 6°S8 ¥'08% 8TLT 61ST [ A 1’81191 ¥'¥S16 YN VN yueg NOT
8101 £'996€ 0'LII 807¢ TL061 88€61 TSL6 2826 v'6558S | 6v€965 8'89ZS L'$60S g4d0d
VN VN 0201 008 9'6L7 £ILI 8Tl L'79 908501 | S0ELTI 8'TSEL STLTI yoeg Wy
X442 $968 L'S81 ¥951 6'9TS TLES 9'6£T 8°€61 £168S1 | T910¥1 9'8E£81 1°98L jueg 9dUEI[[Y
10221 €791 (£8¢L) (L'L6) €189 1'96¥ S16¢ $'897 1°0L00T | 960851 VN VN yueq Uy
1007 0002 100T 0002 1002 0007 1002 0002 1007 0002 100T 0007
(worfjiw ) (uorprur ) (uorpiiu JAY) (worInu ) (uory[re ;W) (worIw )
Lunb3  siapjoyaIsys X8} 910J2q 1101 awoouy 150D 19SSV eude) w101
V [sued
syueq [€I07] UBISAR[EA JO SOsyv)§ Arewmmng ;@ 7 xipuaddy



yuvg SDISIINQ panuf) — O
uoypiodio)) Sutyung asauty)) SDasinQ ~ IO
as0do3urs fo yuvg suswdotaaaq — Sq( ~ lajoN

£9'8 L6'6 '8 X I'8L Tl 781 607 aBerAy
9 ¥ 0l 6 8L 818 769 g8l 861 g0N
0'8 1'9 86 911 L'38 68 381 14T 2€00
S11 yEl TS 79 6'€9 ¥'$9 [ZA 681 (i
1007 0002 100Z 0002 1007 0007 1007 0002
(%) LL/d T (%) ueoT 101 /TN (%) usoda(g/ueo (%) IVD
{ [oued
LI6VE 1THST 0¥SE y10¥ 8L6L 7959 TLIST 18061 0£86¥€ 79TLET LST6E 196L2 T8I0
¥$9Z1 0LL9 8611 9811 (2444 S061 7'90C 1'691 OIEETT ¥Z€99 SSOVI YOLL q0Nn
£9.8 1518 0rS€E y10¥ 6022 9zL1 0L9 €6 97758 01L6S £L9TT 79L6 2400
00S€1 00501 £9€1 SL91 SYSE | 1g6¢ 1bL1 9¥Z1 Y6151 8TTIIN 6Z5€1 S6+01 Sgd
1007 0007 100T 0007 1002 T 0002 1007 0007 1002 | oooz 100C 0002
(uoriuw qs) (worjiw gs) (uonirur gs) (uotur s) (uorprur s) (uorrm @s)
;’ Anb3g sispjoyareyg Xe] 310Jaq 11J044 Juwoouy 150D B fende) [e10
O [oueq

syueq [8207 alodeduig Jo soyspels Alemmng : ¢ xipuaddy




(qerdny worfpiIL)
19 4 9°¢ 8'LE 87T VYN VN vISL €708 L09 6°0S BISQUOpU]
(1yeg uorig)
8°0- 6EvI- v6'SL L6°S9 89°6C 867 0°699¢ S E6¥S L9ty S0V pus[req],
100C 000T 1007 000T 100T 000¢T 100T 0002 100C 000T
X®8] 310J9q 11jo1d Jwoodu| 180D $1assY rends) reloL

SHUBE [80'] UEISIUOPU] PUT [EYL JO OPSHEIS LIS, 4.

o1 R 0 S G et el s A




Appendix 5

Summary of Recommendations for building the capabilities of domestic banking
institutions outlined under FSMP

Recommendation 3.1

Recommendation 3.2
Recommendation 3.3

Recommendation 3.4
Recommendation 3.5
Recommendation 3.6
Recommendation 3.7

Recommendation 3.8
Recommendation 3.9

Recommendation 3.10
Recommendation 3.11
Recommendation 3.12

Recommendation 3.13

Recommendation 3.14
Recommendation 3.15

Recommendation 3.15.1

Recommendation 3.15.2

Recommendation 3.16
Recommendation 3.17
Recommendation 3.18

Recommendation 3.19
‘ Recommendation 3.20

Recommendation 3.21
Recommendation 3.22

Recommendation 3.23
Recommendation 3.24

Recommendation 3.25
Recommendation 3.26

Recommendation 3.27
Recommendation 3.28

Recommendation 3.29
‘Recommendation 3.30
~Recommendation 3.31
. Recommendation 3.32

Develop industry-wide benchmarks to drive performance improvement in
domestic banking institutions.

Improve awareness of best practices and conduct focused training,

Enhance credit skills and monitor the requirement for accreditation of credit
officers and managers.

Remove restrictions on salaries and staff mobility in banking industry.

Uplift restriction on employment of expatriates.

Set up board committees to further improve corporate governance.

Allow group rationalisation and facilitate the operation of one-stop financial
centre.

Encourage strategic alliances.

Streamline the regulation of discount houses and merchant banks to level the
plying field.

Encourage merger between merchant banks and stockbroking companies or
discount houses of the same group to create full-fledged investment banks.
Encourage ownership of banking institutions by institutional investors.

Encourage outsourcing of non-core functions.

Require management of banking institutions to give greater attention to the
development of ICT.

Encourage the development of new delivery channel.

Adopt ‘what is not prohibited is allowed’ regulatory philosophy and phase out
product pre-approval requirement.

Replace product pre-approval requirements with a simple new product notification
process.

Outlining guidelines for all applications for regulatory exemptions.

Deregulate pricing and rules of association on rates, fees and charges gradually.
Mandate all banking institutions to be rated.

Encourage competition and participation of banking institutions in areas currently
served by fringe institutions.

Facilitate the development of a conducive tax regime.

Merge the association of banks, merchant banks and finance companies into a
single association. .
Continue implementing risk-based supervision with more focused supervisory
attention for weak institutions.

Refine calculation of risk weightings for the purpose of capital adequacy
calculations.

Implement a system of incremental enforcement actions.

Implement a transparent and clearly structured early waming system and set: of
prompt corrective measures for weak banking institutions. :
Enhance surveillance of the financial sector through the use of modem
technology. -
Develop comprehensive framework for consolidated supervision of financial
conglomerates. ; :
Increase efficiency and competition in the payments system, S 4
Allow market forces to shape developments in the payments system while BNM
assumes the role of regulator. : o1
Allow incumbent foreign banks to set up hared ATM network., - A
Allow use of electronic communication networks and electronic trading pl
Introduce an expanded credit guarantee scheme. ‘

@
e

e

c K

Require provision of advisory services on financial planning and management to



Recommendation 3.33

Recommendation 3.34
Recommendation 3.35

Recommendation 3.36
Recommendation 3.37

Recommendation 3.38
Recommendation 3.39

SMIs and small borrowers.

Allow banking institutions to rationalise their branch network and relocate
branches, subject to certain conditions.

Initiate an active and structured consumer education programme. ‘
Increase product-specific and institutional transparency and move towards full
disclosure.

Encourage consumers to pursue formal administrative and legal redress.

Expand the operations of BMB to cover full range of retail banking-related
consumer complaints.

Implement anti-trust regulation.

Establish a deposit insurance fund.



Appendix 6 : Future Landscape of the Malaysian Banking Sector

The domestic banking groups, through a process of mergers, acquisitions, assets
swaps and alliances, will evolve into more differentiated competitors, spurred by
increasingly more demanding customers and shareholders. Banking institutions wi:\1
be competing on cost, to be global and to dominate in certain product segments 1n
Malaysia at the expense of generalist institutions.

More and more banking institutions with differentiated strategies based on their
strengths and market niches will emerge. As such, fewer large, broad based
institutions will thrive, exploiting their privileged relationships with retail customers
and mid-market corporate to provide a full range of financial services to market

segments that value banking relationships and/or convenience.

Domestic banking institutions in the future are increasingly outsourcing and entering
into strategic alliances to access the skills they do not possess internally. External
access to technology, while entail high costs, ensures banking institutions access to
the latest technology and will reduce replacement costs.

Banking institutions are increasingly specialising in specific product markets or
specific functions along the business chain of traditional services. These specialist
providers provide specialised products such as mortgages and credit cards on the
basis of lower costs or better marketing. These players are likely to be regional or
global in scale. Some competing only in particular segments of the business system,
while outsourcing all other functions (such as mortgage originators, credit card
processors or custodial service providers) and some dominating certain customer .
inches, such as the SMIs or high net worth individuals, by providing specifically
tailored services beyond traditional banking offerings to satisfy the needs of
customers they understand better than a more generalist competitor. 2

Banking institutions will continue to leverage on the advancements made in
technology, in reengineering work processes and delivery modes, and offering state-
of-the-art products and services that serve as complete financial solution for varying
types of consumers. Since ICT will continue to be a key driver in banking, greater
recognition of ICT as a driver change among domestic banking institutions will see
the rise in investment in ICT. One of the key areas of new technology investment is
the development of alternative delivery channels, notably the internet. Internet
financial service providers are developing strong value propositions with. high

participation from banking players, both in the context of wired and wireless: internét
banking.

_ Banking institutions in the future will be increasingly dependent on intangible: agsets.

such as talent. Hence, human resource management is expected to strengthen in q;tcget
to attract and retain the best skills and talent. Human factor will become a’ definipg
characteristic of a successful banking institution. S



g

Banking institutions will adopt greater flexibility in product pricing that would lead to
competitive and differentiated strategies among banking institutions.

There will be an increasingly more diversified banking sector meeting the
requirements of a more diversified economic structure. Banks will provide their
traditional customers with access to market-based savings products as well as capital
market instruments instead of just deposits and bank loans.

The payment infrastructure of the banking system in the future will be redefined as a
result of significant innovation in technologies. An efficient and stable payments
system will be developed through the adoption of a flexible, proactive and effective
regulatory framework.

Labuan International Offshore Financial Centre (IOFC) will thrive on Islamic finance
and insurance activities and business generated through the Labuan International
Financial Exchange, such as trading of financial and non-financial products, in
addition to the traditional and other peripheral activities. Policy convergence with the
onshore regulations is expected as offshore institutions are continuously encroaching
into the domestic businesses, providing greater competition and innovation in the
financial system.

Transparency, corporate governance and risk management in the banking system will
be enhanced, both at the product and institutional levels to promote consumers’
awareness of banking and financial products. Specifically, the adoption of best
practices with regard to credit practices would be closely monitored, consistent with
the requirement of the credit risk management guidelines issued by Bank Negara
Malaysia.

?‘*j[‘l{ie'gneeds for active and structured consumer education programmes are increasing in
~ brdér to increase consumer understanding of banking institutions’ products, which in

turn will give rise to more active consumerism.

i

Banks in the future will undertake changes in regulatory philosophies and approaches
with an aim to provide conducive environment for growth and expansion. The key to
this is the ability of individual banking institutions to adapt swiftly as well as respond
and adjust to new rules.

Regulators which include BNM, Labuan Offshore Financial Services Authority
(LOFSA) and the Securities Commission (SC) will work closely to keep abreast with
the convergence between the financial service providers.

Source ; Financial Sector Masterplan, 2001
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