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I. Liquidity Risk Management Framework

The Malayan Banking Berhad Group (“the Group”) has established risk framework and policies to provide
guidance in managing different types of risk (including liquidity risk) across the Group. The frame work and
policies are benchmarked against industry leading practices and regulatory requirements and reviewed
annually to ensure relevance with the current market environment and business structure.

The liquidity risk policy provides the guiding principles and liquidity risk measurement techniques as well as
balance sheet risk measures to drive the desired liquidity profile and funding levels. Liquidity risk exposures is
managed with limits and tools such as liquidity gap analysis, maximum cumulative outflow, early warning
signals, liquidity coverage ratio and monthly stress testing. In addition, balance sheet risk measures shapes the
assets and liabilities profile to achieve the desired balance sheet state for a healthy liquidity profile as well as
sets the targets for funding through deposits, wholesale borrowing / swaps and medium term funding.

The liquidity positions of the Group are monitored regularly against established limits, and actively deliberated
at the Asset Liability Management Committee (“ALCO”), Executive Risk Committee (“ERC”) and Risk
Management Committee (“RMC”).

For the operations of Hong Kong Branch, there is a Liquidity and Funding Policy which encompasses
information on aspects of the local liquidity risk policies, positions and controls.

Hong Kong Branch is required to comply with both liquidity requirements of Group and the local statutory and
banking regulator’s requirements.

The ALCO team of Hong Kong Branch is responsible to ensure compliance with the guidelines or policies set by

the Hong Kong Monetary Authority and Group. Liquidity is managed on a daily basis by the Branch’s treasury
functions.

To manage liquidity risk, Hong Kong Branch adopts the following key measures:

* Maintain adequate liquidity and liquidity cushion in the form of holdings of unencumbered and high quality
liquid assets that can be easily and quickly converted to cash, or to use as collateral for repo transactions
to meet financial obligations under normal and stress conditions. Internal liquidity ratio and Loan-To-
Deposit ratio are set to manage and monitor the Branch liquidity position.

* Have secure, stable and medium/long term funds through issuance of negotiable Certificates of Deposit
and Group Medium Term funding.

» Proper mix of funding is essential to avoid potential concentration in a particular funding source and tenor
that may increase liquidity risk. Internal wholesale borrowing limits are also set to control and monitor,
among other things, the Branch’s interbank and intragroup funding exposure.

* Manage short and long-term liquidity gaps via cash flow projection reports and behavioral adjusted cash
flows for Total Book and key currency.

» Conduct liquidity stress testing under different scenarios and cash flow projection as part of prudent
liquidity control. Shortfall calculated from the worst stress test scenario is covered by liquidity cushion.

* Maintain a contingency funding plan to enable better preparation in responding to liquidity disruptions
under a range of stress scenarios, taking into consideration standby line from Group.
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Il. Liquidity Risk Exposures
Bk ANt

a) Liquidity Maintenance Ratio

TENE AR

The average liquidity maintenance ratio (“LMR”) for the 12 months ended 31 December 2016 was 48.41%
(the average liquidity maintenance ratio for 12 months ended 31 December 2015: 47.79%). The average LMR

is computed in accordance with the guidelines of Hong Kong Monetary Authority and the Hong Kong Banking
Ordinance.
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b) Maturity Profile and Liquidity Gaps
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The analyses of the assets and liabilities of the Group and the Bank in the relevant maturity tenures and
the resultant liquidity gaps are outlined in the relevant sections of our Group’s Annual Report 2016.
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