annual report

Maybank



At Maybank, our strength lies in our commitment
to making banking simple and accessible to

customers anytime, anywhere.

As Malaysia's leading financial services group,
we will continue to combine expertise with
innovation and technology to enrich customer
experience and maximise stakeholder

value creation.
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TO BECOME FIRST CHOICE FINANCIAL PARTNER
IN THE TARGET MARKETS AND COUNTRIES
WE SERVE.

WE SERVE OUR CUSTOMERS BY:
e Enriching their experiences with us
e Developing long term and mutually beneficial relationships with them

e Placing a high value on their privacy and financial security

WE VALUE OUR PEOPLE WHO ARE:
e Committed to excellence in everything they do

e Team players working together based on mutual respect, leadership by example
and dignity in their dealings with everyone

e FEthical and uphold high levels of integrity

WE ARE KNOWN AS AN ORGANISATION THAT:
e (Consistently provides our shareholders with superior returns
e Focuses on sustainable and superior growth guided by sound financial discipline

e QOperates in the most efficient and effective manner
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NOTICE IS HEREBY GIVEN THAT the 47" Annual General Meeting of Malayan Banking Berhad
(Maybank/the Company) will be held at Nirwana Ballroom, Lower Lobby, Crowne Plaza Mutiara
Kuala Lumpur, Jalan Sultan Ismail, 50250 Kuala Lumpur on Saturday, 29 September 2007

at 11.30 a.m. for the following businesses:-

. Toreceive the Audited Financial Statements for the financial year ended 30 June

2007 together with the Reports of the Directors and Auditors thereon.
(Ordinary Resolution 1)

ending 30 June 2008 and to authorise the Directors to fix their remuneration.
(Ordinary Resolution 9)

To consider, and if thought fit, to pass the following Ordinary and Special
resolutions:-

7. AUTHORITY TO DIRECTORS TO ISSUE SHARES
. To approve the payment of a Final Dividend of 40 sen per share less 27% income “THAT subject always to the Companies Act, 1965, the Company’s Articles of
tax, for the financial year ended 30 June 2007 as recommended by the Board. Association and approval of the relevant government/regulatory authorities being
(Ordinary Resolution 2) obtained, the Directors be and are hereby authorised pursuant to Section 132D
. Tore-elect the following Directors, each of whom retires by rotation in accordance of the Companies Act, 1965, to issue shares in Fhe Company at any time until
with Articles 96 and 97 of the Company’s Articles of Association:- the conclusion of the next Annual General Meeting and upon such terms and
, i o . . conditions and for such purposes as the Directors may, in their absolute discretion
) Tan Sri Mohamed Basir bin Ahmad (Ordinary Resolution 3) deem fit, provided that the aggregate number of shares to be issued does not
i) - Datuk Abdul Rahman bin Mohd Ramli (Ordinary Resolution 4) exceed 10% of the issued share capital of the Company for the time being.”
iii) - Datuk Zainun Aishah binti Ahmad (Ordinary Resolution 5) (Ordinary Resolution 10)
. Toconsider and, if thought ﬁt, o pass the follovving resolutions in accordance with 8. PROPOSED AMENDMENTS TO THE ARTICLES OF ASSOCIATION OF THE
Section 129(6) of the Companies Act, 1965:- COMPANY
i) “That Haji Mohd Hashir bin Haji Abdullah, retiring pursuant to Section 129(6) “THAT subject to the relevant approvals being obtained, the proposed amendments
of the Companies Act, 1965, be re-appointed a Director of the Company to to the Articles of Association (“Articles”) of the Company in the manner as set out
hold office until the next Annual General Meeting.”  (Ordinary Resolution 6) in Appendix 1 to the Annual Report 2007 (“Proposed Amendments”) be and are
i) “That Teh Soon Poh, retiring pursuant to Section 129(6) of the Companies hereby approved and consequence thereof the new set of Articles incorporating
Act, 1965, be re-appointed a Director of the Company to hold office until the all appropriate amendments be adopted AND THAT the Directors and Secretary
next Annual General Meeting.” (Ordinary Resolution 7) be and are hereby authorized to sign, do and execute all relevant documents, acts
and things as may be required for or in connection with and to give effect to the
. To approve the payment of Directors’ fees of RM1,234,410.94 for the financial Proposed Amendments with full power to assent to any conditions, modifications,
year ended 30 June 2007 (FY2005/2006 : RM1,261,938.31). variations and/or amendments as may be required by the relevant authorities”.
(Ordinary Resolution 8) (Special Resolution)
. Tore-appoint Messrs Ernst & Young as Auditors of the Company for the financial year 9. To transact any other business of the Company for which due notice shall have

been received in accordance with the Companies Act, 1965.
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NOTICE IS ALSO HEREBY GIVEN THAT the Final Dividend of 40 sen per share less 27%
income tax, for the financial year ended 30 June 2007, if approved by the shareholders,
at the 47" Annual General Meeting, will be paid on 15 November 2007 to Depositors
whose names appear in the Record of Depositors on 1 November 2007.

A depositor shall qualify for entitiement to the dividends only in respect of:-

A

Shares deposited into the Depositors” Securities Accounts before 12.30 p.m. on
30 October 2007 (in respect of shares exempted from mandatory deposit);

Shares transferred to the Depositors’ Securities Accounts in respect of ordinary
transfers before 4.00 p.m. on 1 November 2007; and

Shares bought on Bursa Malaysia Securities Berhad on a cum entitlement basis
according to the Rules of Bursa Malaysia Securities Berhad.

BY ORDER OF THE BOARD

MOHD NAZLAN MOHD GHAZALI
LS0008977

Company Secretary

Kuala Lumpur
7 September 2007

Pursuant to Paragraph 8.28(2) of the Listing Requirements of
Bursa Malaysia Securities Berhad

The right of foreigners to vote in respect of securities is subject to Section 41(2) of the
Securities Industry (Central Depositories) Act, 1991, the Securities Industry (Central
Depositories) (Foreign Ownership) Regulations, 1996 and the Articles of Maybank.

A member entitled to attend and vote at the 47" Annual General Meeting is entitled to appoint
a proxy to attend and on a show of hands or on a poll, to vote in his stead. A proxy shall be a
member of the Company, an Advocate, an approved Company Auditor or a person approved
by the Companies Commission of Malaysia. The instrument appointing a proxy shall be in
writing under the hand of the appointor or his attorney duly authorized in writing, or if the
appointor is a corporation, under its common seal or in some other manner approved by its
directors.

Duly completed Form of Proxy must be deposited at the Company’s registered office at 14th
Floor, Menara Maybank, 100, Jalan Tun Perak, by 27 September 2007 at 11.30 a.m.

For a Form of Proxy executed outside Malaysia, the signature must be attested by a Solicitor,
Notary Public, Consul or Magistrate.

Only members registered in the Record of Depositors on or before 12.30 p.m., on 26
September 2007 shall be eligible to attend the AGM.

Explanatory note on Special Businesses

Ordinary Resolution 10 - Authority to Directors to Issue Shares

The proposed Ordinary Resolution 10, if passed, will give powers to the Directors to issue
ordinary shares in the capital of the Company up to an aggregate amount not exceeding
10% of the issued and paid-up share capital of the Company for the time being without
having to convene a general meeting. This authority, unless revoked or varied at a general
meeting, will expire at the next AGM.

Special Resolution — Proposed Amendments to Articles of Association

of the Company

This Special Resolution, if passed, will bring the Company’s Articles of Association in
line with the recent amendments prescribed under the Listing Requirements of Bursa
Malaysia Securities Berhad and the Companies Act, 1965 as well as enhancement of the
administration of the Company’s internal processes, particularly those relevant to directors
and meetings.

Statement Accompanying the Notice of Annual General Meeting
Additional information pursuant to Paragraph 8.28(2) of the Listing Requirements of Bursa
Malaysia Securities Berhad is set out in Annexure A in Maybank’s 2007 Annual Report.

ANNEXURE A

The Profile of the Directors who are standing for re-election and re-appointment (as per Ordinary Resolutions 3 to 7 as stated above) at the 47" Annual General Meeting of
Malayan Banking Berhad (Maybank/ the Company) which will be held at Nirwana Ballroom, Lower Lobby, Crowne Plaza Mutiara Kuala Lumpur, Jalan Sultan Ismail, 50250 Kuala
Lumpur on Saturday, 29 September 2007 at 11.30 a.m. are stated on pages 8 to 13 of the Annual Report 2007.

The details of any interest in the securities of Maybank and its subsidiaries (if any) held by the said Directors are stated on pages 2 to 3 of the Financial Statements of the
Annual Report 2007.
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Financial Calendar

24.8.2006
Announcement of the audited results of Maybank and of the Group and announcement
of the final dividend for the financial year ended 30.6.2006

8.9.2006
Notice of the 46th Annual General Meeting, Notice of Dividend Payment and Book
Closure and issuance of annual report for the financial year ended 30.6.2006

30.9.2006
46th Annual General Meeting

2 and 3.11.2006
Book closure for determining the entitlement of the dividends

14.11.2006
Announcement of the unaudited results of Maybank and of the Group for the first
quarter of the financial year ended 30.6.2007

15.11.2006
Date of payment of the final dividend of 35 sen per share (less 28% Malaysian Income
Tax) in respect of the financial year ended 30.6.2006

21.2.2007
Announcement of the unaudited results of Maybank and of the Group for the second
quarter of the financial year ended 30.6.2007

13 and 14.4.2007
Book closure for determining the entitlement of the dividends

FIVE YEAR GROUP FINANCIAL SUMMARY
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Loans, Advances and Financing

26.4.2007
Date of payment of the interim dividend of 40 sen per share (less 27% Malaysian
Income Tax) in respect of the financial year ended 30.6.2007

11.5.2007
Announcement of the unaudited results of Maybank and of the Group for the third
quarter of the financial year ended 30.6.2007

29.8.2007
Announcement of the audited results of Maybank and of the Group and announcement
of the final dividend for the financial year ended 30.6.2007

7.9.2007
Notice of the 47th Annual General Meeting, Notice of Dividend Payment and Book
Closure and issuance of annual report for the financial year ended 30.6.2007

29.9.2007
47th Annual General Meeting

2 and 3.11.2007
Book closure for determining the entitlement of the dividends

15.11.2007
Date of payment of the final dividend of 40 sen per share (less 27% Malaysian Income
Tax) in respect of the financial year ended 30.6.2007



The Group recorded a net profit of RM3.18 billion,
a creditable growth of 14.6% compared to a growth

of 10.8% in th previous year.
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LETTER TO SHAREHOLDERS

Dear Shareholders,
On behalf of the Board of Directors, we are pleased to present to you the Annual Report
and Statement of Accounts for the Financial Year ended 30 June 2007.

BUSINESS ENVIRONMENT

The operating environment for the financial year ending 30 June 2007 was mixed as
robust domestic demand offset increasing weakness in the export sector as a result of
slower demand from the US. External uncertainties from the downturn in the US property
market eventually led to greater concern when the subprime mortgage crisis began
to emerge in early 2007. Nevertheless, the economies of China and the rest of Asia
continued to remain robust, partly compensating for the sluggish growth in the US.

Malaysia’s economic growth, with GDP at 5.7% in the quarter ending June 2007,
remained resilient as Bank Negara kept interest rates at 3.5% and inflation receded
from 3.9% to 1.4% over the course of the financial year, prompting consumer demand
to gradually improve especially in the second half of the financial year. In addition,
the expected demand for financing following the government’s implementation of the
Ninth Malaysia Plan was initially weak but began to pick up in the second half of the
financial year.

Loans growth for the banking system slowed down from 8.6% in June last year to
6.3% in December, thereafter stabilising to end at 6.0% by June 2007. This was a
reflection that improving consumer confidence in the second half of the financial year
was beginning to translate into credit demand. Asset quality for the banking industry
improved with net non-performing loans (NPL) ratio declining to 4.1% by June 2007
from 5.4% the previous year.

The performance of the equity market was significantly bullish as foreign funds were
encouraged by prospects of a stronger Malaysian Ringgit (MYR) and Malaysia’s attractive
valuation. As a result during the financial year, the KL Composite Index rose 48% to
1,354.38 and average daily value traded surged 111% to RM1.7 billion. The inflow
of foreign portfolio funds and repatriation of export earnings boosted the country’s
foreign reserves by 25% to US$98.4 hillion and supported the strengthening of the
MYR, which rose 6.4% to RM3.45 by end-June 2007.

REVIEW OF GROUP PERFORMANCE

Operating profit for the group grew to a record RM5.12 billion, rising 4.8% from
13.0% the previous year. The lower growth in operating income was attributed to faster
expansion in overheads and slower growth in non-interest income due to a mark-to-
market loss on derivatives compared to a gain the previous year.

However, representative of the generally improving operating environment, interest
income showed a better growth of 24.4% against 15.4% the previous year while net
interest income was a healthy 14.6% versus 5.2% previously. On the other hand,
income from Islamic Banking was relatively flat at RM857.6 million due to higher cost
of funding and lower contribution from the Profit Equalisation Reserve.

Nevertheless, helped by lower provision for loan loss and lower taxes due to a tax
writeback, the net profit recorded a creditable growth of 14.6% compared to 10.8%
in the previous year. The lower loan loss provision was due to lower specific provisions,
better recovery and a writeback of RM256 million for the sale of NPLs of RM2.1 hillion.
With a net profit of RM3.18 billion, return on equity rose to 18.8% after deducting
deferred tax.

After the proposed final dividend of 40 sen per share, the risk weighted capital ratio of
the Bank stood at 13.4%, well above the minimum regulatory requirement of 8.0%.

The Group’s focus on improving asset quality continues to be one of our operational
strategies to enhance bottom line growth. Credit quality is managed as an integrated
process from origination to remedial and recovery. The net NPL ratio has been trimmed
to 3.03% from 3.84% the previous year. A significant achievement for the year and the
first in the local banking industry was the completion of our NPL sale of RM2.1 billion
which enabled us to write back RM256 million. Two more tranches of NPL sales have
been planned for this financial year.

Despite rising competition and pressure on margins, we were able to extend our
dominant position in the key business sectors.



With consumer demand gradually improving over the past year, Maybank stepped up promotional activities targeting
its diverse customer base. Overall, consumer loans growth, which was initially sluggish, showed stronger performance
in the second half to record a full year growth of 5.9%. Similarly, growth in mortgage, which was flat in the first half,
picked up momentum in the second half to record a full year growth of 2.2%. We expect this momentum to continue
this financial year due in part to the government’s recent liberalisation of the property sector.

We greatly value our interaction with customers through our branch network and to enhance our service in this
area, we introduced signature branches, which are upscale branches, upgraded to provide a full range of services in
prime and strategic locations. The concept of signature branches will be supported by cluster branches to improve
service and operational efficiency.

Other initiatives to enhance customer service included the expansion of our outbound telesales capabilities and the
implementation of our customer-centric aCRM and ‘CARE’ systems. These systems allow us to better manage the
branch customers throughout the Maybank group sales process, providing a single holistic customer view for us to
offer a diverse range of services which will ultimately enhance our cross sell ratio. Our auto finance unit’s exclusive
strategic alliances with leading car manufacturers and dealers to offer special financing packages resulted in hire
purchase rising 10.9% in the past year compared to 9.6% the previous year.

Our internet banking business continues to dominate the market as we build upon our successful Maybank2u internet
banking portal with the addition of Maybank2e.net for business customers. In growing with our customers, Maybank
introduced imteen, a banking account targeted for teens, with an online banking portal called myZone. Our internet
banking business during the year was enhanced with the addition of mobile banking called M2u Mobile as well as
the extension of our online banking to small businesses and the introduction of online foreign telegraphic transfer.

Cards business showed exceptional performance with credit card receivables growing 48%. Through American
Express, which was acquired in August 2006, Maybank gained greater access to multinational companies and
high networth customers to drive further growth. A major acquisition drive to expand card penetration to the
Bank’s customers during the year resulted in card base and customer base growth of 23% and 20% respectively.
Supported by year round marketing campaigns, debit card spend continued to lead growth by registering a 54%
growth. Maybank now has the distinction of providing a full suite of cards products namely credit, charge and debit
cards to meet customer needs.
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BUSINESS BANKING

For the financial year 2007, Business and Corporate Banking registered an improved performance, mainly due to
higher net interest income, improved asset quality, better recovery and higher non-interest income.

In contrast, the corporate loan portfolio declined marginally as large corporates continue to favour capital market
financing for their funding needs. During the year, the Group introduced a Corporate Investment Banking model to
better enable Business Banking and the Investment Banking Group serve top corporate clients in a more holistic
manner. We continually innovate in the area of financing, as evidenced by our launch of Malaysia’s first structured
commodity financing product, Collateral Management Arrangement, which is targeting to secure at least RM1.0
billion in loans within the first year of launch.

Non-interest income from cash management, trade finance and treasury continue to expand rapidly through new
innovative services. During the year, Maybank introduced a redefined Cash Management System (CMS) leveraging
on Maybank2e.net, our business internet portal. The redefined system is Malaysia’s first Syariah compliant CMS and
offers a new spectrum of services such as loan and credit enquiries, collections, standard instructions and zakat. It
gives our customers better control of their cash management activities and will take cash management in Malaysia
to a higher level, optimising new technology and enhancing customer experience. During the financial year, our cash
management business has more than doubled in volume in both the fee based and float based revenue.

In the area of trade financing where Maybank has a commanding market share of close to 26%, we continue to
innovate to satisfy customer needs and to keep abreast of the market. During the year, we embarked on the eTrade
project, a web-based Trade Finance front end solution, enabling customers to communicate via the internet for trade
finance transactions and trade related requirements.

To grow fee income, we will further build upon transactional banking capabilities by linking our fully functional
CMS with eTrade Finance to focus on supply chain management. This initiative, which offers ‘straight through’
processing capabilities, will improve efficiency and minimise operational risk. It will also provide a new source of
income from transaction fees and capture customer ‘end to end’ business transactions to satisfy their total financing
requirements.

In the area of

trade financing

where Maybank has

a commanding market
share of close to 26%,
we continue to innovate
to satisfy customer
needs and to keep

abreast of the market.



During the year, the Islamic banking business continued to grow, with total financing and customer deposits expanding
by 7.6% and 19.6% respectively. Islamic financing now accounts for 16.5% of Maybank’s loans and advances
with our market share still the largest at 24.8%. We made significant progress in expanding our reach through new
Mudharabah deposit products such as imteen-i, Yippie-i, net current account-i and auto finance facilities.

Our Islamic banking operations is currently served through our conventional branches and 11 dedicated Islamic
branches. We are in the process of incorporating an Islamic Banking subsidiary and are excited with this development.
The subsidiary paves the way for the introduction of a broader range of services encompassing Islamic wealth
management and foreign currency denominated business as well as opportunities to expand to regional and
international markets.

The international business grew by 13.9% in pre-tax profit while loans growth continued to expand strongly at
20.5%. Singapore, which accounts for about three quarters of our overseas loan portfolio, recorded loans growth
of 15.5%.

Already the domestic bank with the widest overseas presence, Maybank continues to improve and expand its
international network. Whilst setting our sights on potential acquisitions within the region, Maybank continues with
its emphasis on organic growth. In the past year, we opened in Indonesia two new sub-branches in greater Jakarta,
with another one due for launch this financial year.

Enhancements to our international network include linking the three countries in Southeast Asia where we have a
retail presence namely Singapore, Brunei and the Philippines to our operations in Malaysia to provide customers
the convenience of real-time transactions.

Also in progress are efforts to improve efficiency and risk management through standardisation of the IT platform
and infrastructure now completed in three overseas units and extended to all our overseas units by 2010.

Maybank Singapore continues to be innovative. In the area of Islamic banking, Maybank launched the first Syariah-
compliant structured deposit in the region, adding diversity to Islamic banking offerings in the Singapore market. We
also launched the Savings Account-i, the first Syariah-compliant passbook savings account in Singapore.
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At the end of 2006, Aseambankers acquired Mayban Securities and Mayban Discount to form Maybank’s Investment
Banking Group. With the integration of the various investment-related functions under a single entity, Aseambankers
has now begun to reap the benefits of offering a more complete range of Investment Banking services. The CIB model
that was set up has indeed enhanced coordination, ownership and productivity while offering corporate customers
with a one-stop centre for both traditional financing and capital market funding.

In the financial year 2007, Aseambankers retained its status as a regional debt powerhouse, arranging 19 transactions
worth RM71.23 billion in nominal value — a significant improvement from 11 transactions with a nominal value of
RM8.3 billion the previous financial year. Aseambankers emerged as the top underwriter of MYR bonds for 2007
with a 25.1% share of the market.

In merger and acquisition (M&A) activities, Aseambankers successfully completed RM16.5 billion in M&A transactions
during the financial year involving companies such as Malakoff Berhad, Road Builder and Unisem (M) Berhad.
In IPO deals, Aseambankers, the pioneer in the listing of real estate investment trusts (REITs) in Malaysia, listed
three REITs during the year, namely Hektar Real Estate Investment Trust, Quill Capita Trust and Atrium Real Estate
Investment Trust.
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With trading activity on Bursa Malaysia surging during the financial year, brokerage income from the equity division
of Aseambankers, formerly Mayban Securities, jumped 77% or an increase of RM36.1 million. Aseambankers has

spent the year building up and strengthening its equity platform and is seeking to expand into equity derivatives.
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As you may recall, in the financial year 2006, our insurance unit, Mayban Fortis, acquired Malaysia National
Insurance Berhad, Malaysia’s largest national insurer and its subsidiary, Takaful Nasional Sdn Bhd, Malaysia’s
premier Takaful provider. We are glad to report significant progress in the integration of these companies under
Mayban Fortis in the past financial year. The enlarged entity is now multi-channel providing greater accessibility to
customers through the agency force, insurance and Takaful branches, Maybank branches, the internet, ATMs as
well as through other third party banks. After completing the first year of its three-year Merger Masterplan, Mayban
Fortis has since catapulted to become the second largest insurer in the Malaysian market by new premiums. Our
aspiration is for our insurance arm to emerge as the national insurance champion by the financial year 2009.
To achieve this goal, a strategic initiative is in progress to enhance customer focus, product optimisation and channel
excellence together with a value creation programme to maximise top-line growth, improve operational efficiency
and enhance risk and investment management.

The merger process will also streamline the existing five legal entities, currently with different brands and corporate
cultures, into two anchor companies, one for conventional and one for Takaful. However, there will be a single
compelling brand identity through which we will build a credible platform to accelerate our growth in the market,
currently seeing increasing expansion in distribution channels, greater diversity of product offering, intensified
competitive environment as well as increasing prominence of Takaful as an alternative to insurance.

Maybank places a premium on Human Capital both in terms of organisational and personal growth. Key initiatives in
the past year include revamped attraction and retention programmes and the continued focus on employee career
progression and leadership development through our comprehensive compensation package, Talent Management
Framework and through the recent introduction of a robust Management Associate Program. Our high performing
corporate culture is a result of HR practices that continue to provide employees with the capabilities, systems and
support to perform at their optimum levels. The My Campus online learning portal provides learning flexibility and
inculcates lifelong learning. We have invested in IT infrastructure to provide the tools, systems and capabilities
to enhance collaboration and sharing of knowledge in order to enhance productivity levels. Employee feedback,
which plays a significant part in shaping our policies and processes, is constantly tracked through our Employee
Engagement Survey “MyVoice.” It is noteworthy to mention that our employee engagement index has seen a steady
increase over the years and is currently above the ISR Malaysia National Norms. More importantly, this is reflected
in improvement of our productivity levels. For example, profit before tax per employee has increased to RM179,100
at end June 2007 from RM169,800 the previous year.



The Group continues to be recognised as Malaysia’s premier financial institution. Among the awards garnered during
the year were the Pacific Rim Bankers Programme Most Distinguished Leadership Award and the Asian Banker
Leadership Award for the Financial Services Industry, both presented to the Maybank President and CEO.

Our strength and innovation in Trade Finance is well recognised in the industry, earning us the awards for Best
Trade Finance Bank Malaysia 2006 by Global Finance and the recent Award by Alpha South East Asia Magazine
in 2007.

In Cash Management, we have garnered three consecutive Asiamoney awards since 2004 and the Asset Triple A
Award in 2006. In the field of Human Resources, Maybank won the Malaysia Outstanding HR Achievement Award
organised by the Malaysian Institute of Human Resource Management and Kelly Services. The award is in recognition
of sustained and continuous commitment by organisations and corporations to the development of human talent
in line with the nation’s needs to develop a world-class workforce. Aseambankers continued to be recognised for
innovation in the Islamic capital market, winning the Best Mudharabah Deal of the Year award from Islamic Finance
News in 2006.

Other awards include the Reader’s Digest Trusted Brand Gold Award for 2007, IR Magazine’s Best Investor Relations
in the Singapore market by a Malaysian company for 2006, and the Corporate Social Responsibility (CSR) Award
for 2006 by Malaysian Business magazine.

Overall, prospects appear to be improving on the domestic front with better consumer demand and increased
government spending. Though we are cautious about the sluggish growth in the external sector, which is now being
exacerbated by concerns over a possible downturn in the US economy as a result of the subprime crisis, we are
confident that strong growth outside the US could help prevent a severe domestic slowdown. As such, we remain
confident that domestic economic growth will remain sufficiently robust to support continued business expansion.
In an improving domestic business environment, our focus will be on recovering loan market share in order to
further entrench our position in mortgage, credit card, SME and corporate financing in both conventional and Islamic
banking. Expansion and enhancement of our branch network, together with better staff capability will help us drive
the Group’s loans growth to exceed the country’s GDP growth rate.




We will strive to extend our leadership position in the face of heightened competition in Islamic banking by taking advantage
of the greater flexibility accorded to our new Islamic Banking subsidiary. We will also be seeking to export the Islamic banking
model to our overseas operating units.

We will continue to emphasise growing fee-based income as a means to diversify income streams by providing less capital
intensive service offerings and enhancing the contributory role of Investment Banking and Insurance.

We have not embarked on any significant international acquisition during the year. However, as outlined in our long term strategy,
apart from accelerating our organic growth, we will continue to evaluate rigorously various acquisition opportunities to accelerate
our international business expansion in order to boost overseas income and spread our geographical earnings base.

The Group is focused on several key initiatives to support our business objectives. Enhancing our product innovation capabilities
is of prime importance to ensure we provide customised financial solutions to meet our increasingly differentiated needs of our
more affluent customer base.

Enhancing asset quality will continue to be a key initiative towards improving our bottom line by minimising provision requirements.
We are continually optimising cost efficiency through the use of technology, better systems and processes, and improving
productivity levels. Finally, to support our initiatives in the longer term, we will continue to focus on enhancing the quality of the
Group’s human capital.

The continued strength of the Group is attributed to the support of our customers and the contribution of employees and
management team. We also wish to extend our appreciation to our Board of Directors for their astute guidance and advice
during the financial year.

A sincere thank you to our shareholders for continued support and loyalty. We would like to take this opportunity to pay tribute
to our Vice Chairman Dato’ Richard Ho Ung Hun and Independent Directors Raja Tan Sri Muhammad Alias bin Raja Muhd. Ali and
Encik Mohammad Abdullah who will retire at our forthcoming Annual General Meeting. We wish to place on record our gratitude
to them for their invaluable service, commitment and contribution to Maybank through the years.

e

Tan Sri Mohamed Basir bin Ahmad Amirsham A Aziz
Chairman President and CEQ



Total Assets

For the financial year under review, outstanding assets of the Group expanded by
14.4% or RM32.4 hillion while for the Bank it grew 15.4% or RM30.3 billion. For the
previous year, the corresponding growth rates were 16.9% and 12.4% respectively.
Almost 96% of the Group’s growth in assets was derived from the expansion of
net loans and advances, cash and short term deposits, deposits with financial
institutions and the Insurance and Takaful business.

As at end June 2007, net loans and advances represented 54.9% of total Group
assets, which is slightly lower than the 58.6% as at end June 2006. However, the
proportion of interest-bearing assets to total assets was still maintained at around
90%.

Securities Purchased Under Resale Agreements

This item declined by RM1.2 billion, largely on account of lower purchases of
Malaysian Government Securities.

Deposits And Placements With Financial Institutions

The Group’s deposits and placements with financial institutions increased by
RM13.3 billion or 328% as higher growth for customer deposits meant that the
Group had to place out its surplus funds. The Bank remained a net lender in the
inter-bank market.

Securities

The investment securities portfolio of the Group remained stable, dipping by only
RM20.3 million or 0.1% which was mainly contributed by the rise in money market
instruments and offset by a decline in Malaysian Government Securities. Around
86% of the securities portfolio comprised securities available-for-sale and a further
7.5% securities held-to-maturity.

Life, General Takaful And Family Takaful Fund Assets
After a significant growth of RM8.5 hillion or 237% in the previous year as a
consequence of the acquisition of MNI Holdings Berhad, this balance sheet item
grew by a further 24.1% or RM2.9 billion to RM15.0 billion.

Loans, Advances And Financing

During the first half-year, the Group’s net loans and financing were flat. However,
stronger growth in the second half-year enabled the Group’s net loans and financing
to still expand by 7.2% or RM9.4 billion compared with 9.9% or RM11.9 billion in
the previous financial year. On a gross basis, after adjusting for non performing loan
(NPL) write offs and Islamic financings sold to Cagamas, the Group’s adjusted gross
loans growth was a higher 7.6% compared with 10.9% previously. The Group’s
overall domestic loans market share stood at 19.6%.

The overall growth for domestic operations slowed down to 2.9% from 6.9% in the
previous year. This was mainly due to slower growth in the retail sector, especially
in the first half-year, which was compounded by the contraction in the corporate
portfolio as a result of the disintermediation to the capital market as well as some
large prepayments by corporates which were cash-flushed. However, in line with the

32

MALAYAN BANKING BERHAD (3813-K)

Group’s emphasis, trade financing continued to be heavily promoted with the market
share strengthening further to 25.5% from 24.7% in June 2006.

Lending to the domestic SME sector rose 13.5% from 15.0% previously as demand
for financing continued to be robust with the thriving SME sector becoming one of
the key drivers of the economy.

Retail loans registered a growth of 2.2% which is slower than the previous year’s
8.2% due to the continued cautionary stance taken in respect of mortgage loans in
the first-half of the financial year. However, financing for the purchase of securities
rose by RM730.8 million or 8.5%, with the bulk of the increase related to the
purchase of relatively low risk ASB units.

Auto-finance loans for the domestic operations registered a slightly faster growth of
10.9% compared to 9.6% in the previous year as potential buyers are re-entering
the market after the initial slower sales following the announcement of the National
Automotive Policy last year. Card receivables recorded a substantial growth of
48.2% compared to 12.1% in the previous year partly due to the acquisition of the
American Express business as well as reclassification of some receivables previously
not treated as loans and advances.

As of June 2007, the overseas operations loan book (including Singapore) accounted
for 26% of the Group’s loan base from 23% in the previous year.

In Singapore, gross loans grew a further 15.5% or RM3.76 billion after an
exceptionally strong 31% in the previous year. Consistent with the focus on retail
lending, growth in mortgage and auto-finance loans accounted for 54% of the
overall increase for the SGD portfolio.

For the other overseas locations, growth was an even higher 36%. In addition to
supporting the increased financing requirements of the Group’s customers who
have invested abroad, increased participation in viable syndicated facilities as well
as selective higher lending to local customers in some locations were also pursued.

The Group’s Islamic financing grew by 7.6% or RM1.3 billion during the year. Islamic
financing accounted for 16.5% of the domestic operations’ gross loans and the
Group continued to command a high market share of 24.8%.

Ongoing efforts deployed to continuously improve asset quality have again borne
results. The Group’s gross NPL default rate for newly-classified NPLs declined to
3.4% from 4.7% the previous year. During the year, two tranches of corporate
NPLs were also sold — a first in Malaysia. Hence, the Group’s net NPLs declined by
RM819 million to RM4.38 billion as at June 2007. Accordingly, the net NPL ratio
went down further to 3.03% from 3.84% in June 2006. The Group’s NPL reserve
cover, before taking into consideration collateral, rose to a healthy 80.3% compared
to 69.8% the previous year. In comparison, the banking industry’s ratio was 64.8%
as at June 2007.

Total Liabilities

Outstanding liabilities of the Group grew by 14.5% or RM30.0 billion and for
the Bank, by RM28.2 hillion or almost 15.5%. For the Group, 91% of the overall
increase was attributed to deposit from customers.
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Deposits From Customers

The Group’s customer deposits grew by a substantial 20.1% or RM27.4 billion
compared with 4.0% or RM5.2 billion in the previous year. This is attributed to flush
liquidity in the economy from rising consumer disposable incomes, higher corporate
earnings, strong external sector as well as the wealth effect from the buoyant stock
market.

More importantly, the Group’s strong franchise had also contributed to the high
growth of 27.1% for demand deposits and 15.9% for savings deposit. The Bank’s
pricing capacity was enhanced by its strong market shares in demand and savings
deposits which stood at 21.4% and 30.6% respectively at end June 2007. The
domestic operations’ fixed deposit also grew at a slightly higher rate than the
industry despite a 5 to 20 basis points lower rates offered compared with the Bank’s
three largest competitors, for maturities of up to 5 months.

The Group’s overall deposit funding mix improved slightly as the Group’s ‘higher-
cost’ fixed deposits and Negotiable Instruments of Deposits (NID) declined to 63.8%
of total deposits from 64.5% in June 2006.

For the Domestic Operations, fixed deposit, NIDs and repos accounted for 57.6% of
total deposits. This is significantly lower than the Industry’s average of 69.7%.

Deposits And Placements Of Financial Institutions

This item grew by RM827 million or merely 2.9% and signified that the high
growth in customer deposits had reduced the need to derive additional funding
requirements from financial institutions for gapping activities.

Obligations On Securities Sold Under Repurchase Agreements (Repos)
Total repos declined by 18.9% or RM2.3 billion, primarily due to lower Malaysian
Government Securities sold under repos.

Recourse Obligations On Loans Sold To Cagamas
For the Group, this item saw a decline of RM1.27 billion or 34.1% and was part of
the Group’s routine funding strategy.

Shareholders’ Equity
The Group’s shareholders’ equity rose by RM2.3 billion or 13.8% to RM19.2 billion.
The increase is mainly due to retained earnings, shares issued pursuant to the
Group’s Employee Share Option Scheme and the increase in unrealised holding
reserves for securities.

Net Interest Income

Net interest income of the Group (before that earned from Islamic banking) had
increased by RM652.3 million or by 14.6%, reflecting the 15.4% rise in the average
volume of interest-earning assets. This was higher than the previous year’s 5.2%.
However, the average net interest margin fell by 3 basis points to 2.74% and this
was largely due to the sizeable rise in placements with financial institutions at low
spreads.

Islamic Banking

Net income (before financing loss) from the Group’s Islamic Banking operations fell
RM33.6 million or 3.8% to RM857.6 million. The decline was mainly because of
higher cost of funds, following the issuance of a few Islamic sub-debts and a USD
Sukuk. After financing loss, Islamic Banking operations contributed about 6% to the
Group’s profit before tax. For the year under review, a higher amount of overheads
were allocated to the Islamic Banking operations based on a certain ratio to revenue.
In the previous financial year, most overhead costs were not allocated.

Non-interest Income

The Group’s ongoing strategy to focus on fee income to drive revenue growth
continued to bear results. Overall non-interest income for the Group grew by
RM199.0 million or 7.3% which included unrealised loss on the revaluation of
securities and derivatives of RM74.4 million compared to a gain of RM284.8 million
the previous year. Taking out the volatile marked-to-market securities and derivatives
item, the increase in non-interest income would be a commendable 21.9%.

Notable increases recorded were for commissions (+RM166 million or 33.0%), net
premiums written (+RM110.0 million or 30.5%) as well as service charges and
fees (+RM71.1 million or 13.7%). The Group continued to reap benefits from its
extensive payment services infrastructure and insurance operations. During a surge
in the equity market turnover, brokerage income from stockbroking activities jumped
77.0% or RM36.1 million. However, the contribution of non-interest income as a
percentage of total income for the financial year 2007 declined by 0.9% to 33.6%
from 34.5% in the previous financial year.

Overhead Expenses

The Group’s overhead expenses increased by RM581.8 million or 18.1%. As this
rose faster than revenue growth, the Group’s cost-to-income ratio increased to
42.5% from 39.8% previously. The growth in overhead costs is partly due to
inclusion of insurance claims incurred, additional 6 months of operations for the MNI
Group as well as higher ESOS costs by RM55.1 million. Hence, the Group’s organic
growth in overhead costs would be 12.1% or comparable to the average recorded
by 11 other banking groups. On a comparable basis, the Group’s adjusted cost-to-
income ratio (without insurance claims and unrealised loss) would be 39.7% against
39.1% for the previous financial year.

Loan and Financing Loss and Provisions

Loan loss and provisions of the Group amounted to RM746.3 million or 15.5%
lower than the previous year. Even before taking into consideration a write-back
of RM257.7 million from the NPL sale, the specific provision charge for the year
declined significantly by 46.9%. This is due to an all-round improvement. Provision
for newly classified NPLs as well as provisions made for NPLs aged more than 5
years were reduced while bad debts recovered also increased.

Outstanding general provision currently constitutes 1.9% of net loans and advances,
slightly higher than the 1.8% in June 2006.

Taxation

The effective tax rate of the Group is at 25.5% which is slightly lower than the
statutory rate of 27%. This is mainly due to reversal of tax over-provided in prior
years.



Awards

& Achievements

2007

Asiamoney Cash Management Poll 2007 — Best Local Currency Cash Management
Services (By Currency) — Malaysia

Best Local Cash Management Bank in Malaysia as Voted By Small-sized and
Medium-sized Corporates

Malaysian Business Best Corporate Social Responsibility Award
Malaysian Business Corporate Governance Award (Merit)

Alpha South East Asia - Best Trade Finance Bank in Malaysia

The Asset Triple A Award — Best Cash Management Bank in Malaysia

Pacific Rim Bankers Association — Pacific Rim Bankers Program Most Distinguished
Leadership Award to Maybank President and CEO, Datuk Amirsham A Aziz

The Asian Banker — Leadership Achievement Award for the Financial Services
Industry in Malaysia to Maybank President and CEQ, Datuk Amirsham A Aziz

Global Finance Award — Best Trade Finance in Malaysia
Reader’s Digest — Trusted Brand Gold Award
CGC Top SMI Supporter Award

2006
Global Finance Award — Best Foreign Exchange Bank in Malaysia
The Asset Asian Award — Best Cash Management Bank

Sheikn Mohammed bin Rashid Al Maktoum Islamic Finance Award — Global
Continuing Contribution to Islamic Retail Development

Sheikh Mohammed bin Rashid Al Maktoum Islamic Finance Award — Regional
Continuing Contribution to Islamic Finance R&D (Asia) — Aseambankers

Reader’s Digest — Trusted Brand Gold Award
Malaysian Business Best Corporate Social Responsibility Award
Malaysian Business Best Corporate Governance Award (Second placing)

Malaysian Institute of Human Resource Management & Kelly Services — Malaysia
Outstanding HR Achievement Awards

CGC Top SMI Supporter Award
Euromoney Award for Excellence — Best M&A House in Malaysia (Aseambankers)

RAM League Award — Islamic — 1st Place (Issue Value) & 3rd Place (Number of
Deals)

RAM League Award — 3rd Place (Number of Deals) & 3rd Place (Issue Value)

IR Magazine — Best IR in Singapore market by a Malaysian company

2005

Asiamoney Award for Best Domestic Commercial Bank

Global Finance Award for Best Emerging Market Bank — Malaysia

Asiamoney Annual Award — Best Cash Management — Local

Asiamoney Annual Award — Best Local Foreign Exchange Provider
Asiamoney Annual Award — Trade Finance for Best Overall Domestic Services

Asiamoney 15th Anniversary Poll of Polls (past 15 years) for Best Local Cash
Management, Best Local Forex and Best Trade Finance (Overall)

Asiamoney Annual Awards for Aseambankers Malaysia Berhad: Participation in
Malaysian Deal of the Year and Regional Deals of the Year Local Currency

Quality Management Excellence Award from the Ministry of International Trade and
Industry

National Award for Management Accounting (NAfMA) Best Practice Excellence
Award

IBM’s “Innovation That Matters” Award to Financial Services Group

Malaysian Media Awards: Gold Award for Maybankard Travel Treats Campaign in the
category “Best Use of Newspaper”

MasterCard Asia Pacific Marketing Leadership Awards: Best Overall Marketing
Program

Anugerah Gitra Wangsa by Dewan Bahasa dan Pustaka (DBP) for best use of Bahasa
Malaysia in a TV commercial

CGC Top SMI Supporter Award





