
For the year under review, we operated against a 

challenging global macroeconomic backdrop which  

was marked by the slowest growth pace in a decade. 

Despite this landscape, BIMB Holdings Berhad  

(“BHB” or “the Group”) performed above expectations 

and continued to scale up our focus for growth.
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2019 GLObAL ECONOmIC REVIEW 

Weak Global Growth

Global growth in 2019 recorded its weakest 
pace since the global financial crisis a decade 
ago at 2.9% in 2019, according to estimates 
from the International Monetary Fund. Most 
major economies fell short of expectations 
and underperformed in 2019 versus forecasts, 
given the prolonged US-China trade war, 
uncertainty over Brexit, and geopolitical 
tensions. 

The rising trade barriers and associated 
uncertainty weighed on business sentiment 
and activity globally, taking a toll on business 
confidence, investment decisions, and global 
trade. Momentum in manufacturing activity 
weakened substantially to levels not seen since 
the global financial crisis. Although Asia was 
caught in the prolonged uncertainty driven 
by weak trade and investment, the region 
still remained as the fastest-growing region 
in the world, accounting for approximately  
two-thirds of global growth in 2019.

Swift Action by the Central banks 

Given that global economies seemed to be on 
the way to a recession, there was a notable shift 
by the central banks towards accommodative 
monetary policies with interest-rate cuts as 

well as a massive quantitative easing measures 
being instituted. The fiscal authorities have 
also been actively pump priming the economy 
via a  series of fiscal stimulus measures to ward 
off the recession risks. 

Growth remains susceptible to volatile 
commodity prices and the far-reaching impact 
from the virus pandemic posed by novel 
coronavirus (“COVID-19”) which continues 
to weigh heavily and deeply on fiscal and 
external balances, while leaving higher levels 
of debt.

Global Impact from COVId-19

What started as an outbreak of the virus 
COVID-19 in China at the end of 2019 has 
now developed into a global pandemic, 
posing a significant risk on global economies. 
Concerns over travel and mobility have 
hit tourism-related businesses hard, also 
paralysing factories and businesses in many 
countries. At the time of writing, it remains 
highly uncertain as to when the pandemic 
would reach its peak. Therefore, economic 
policies are expected to be expansionary 
and extremely accommodative in order to 
minimise the blow.



Islamic finance industry comprised

Takaful grew by a CAGR of

Islamic finance industry assets grew by a CAGR of

Sukuk grew by a CAGR of

Islamic banking accounted for

Islamic funds grew by a CAGR of

Iran, Saudi Arabia and malaysia remain the 
largest markets, contributing a static share of

full-fledged Islamic 
financial institutions and 
windows.

by 2017 but remains miniscule at 

USd46 billion, accounting for 
just 2% of total assets.

to USd2.44 trillion  
in 2017 from 2012. The 2017 
total was contributed by 56 
countries.

to USd426 billion in total sukuk 
outstanding as of 2017, amounting 
to 17% of total industry assets. 

or USd1.7 trillion, of 
the industry’s total assets in 
2017 – a CAGR of 5%.

to USd110 billion, or 4% of 
total Islamic finance assets. 

of the total, or USd1.6 
trillion. Saudi Arabia 
and malaysia’s total Islamic 
finance assets grew 8% and 
16%, respectively. 

1,389

6%

6%

9%

16%

71%

65%

THE mOST dEVELOPEd ISLAmIC 
FINANCE mARKETS
Countries Ranked by IFDI 2018 Values
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Malaysia
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Oman
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Kuwait
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Indonesia
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2018-2019 HIGHLIGHTS

Saudi Arabia

5
Jordan

6

Source: ISLAMIC FINANCE DEVELOPMENT REPORT 2018
The IFDI universe measures performance of 131 countries.



In Malaysia, Islamic banks’ 
growth continued to outperform 
conventional banks with earnings 
registering a double-digit growth. 
as at end 2019, financing by Islamic 
financial institutions accounted 
for 39.2% of total banking sector 
financing compared to 37.7% 
in 2018. total funds placed with 
Islamic banks now represent 38.0% 
of total banking sector deposits, up 
from 36.6% in 2018.
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2019 mALAYSIA ECONOmIC REVIEW 

Impacted by External Headwinds but Held Resilient in 2019

Malaysia’s Gross Domestic Product (“GDP”) growth moderated 
to 4.3% in 2019, which was the lowest since the global financial 
crisis in 2009. Growth in 2019 was affected by strong external 
headwinds as a result of the intensified China-US trade war 
which, had been inflicting damage since 2018 and causing a fall 
in exports, supply disruptions especially in the commodity sector 
and contraction in the investment activities following lukewarm 
performance in the residential property construction.

Despite the challenges, growth was largely supported by 
the consumer spending, which has been growing at above-
trend growth throughout the year. This was made possible 
following supportive labour market conditions which saw the 
unemployment rate hovering at 3.2% to 3.4% during the year, a 
level that is deemed full employment.

OPR and SRR were Reduced

In view of the slowing economy, the overnight policy rate (“OPR”) 
was cut by 25 basis points to a nine-year low of 3%, and the 
Statutory Reserve Requirement (“SRR”) was brought down by 50 
basis points to 3% in November. 

These measures were consistent with the monetary policy stance 
of supporting a steady growth path amid price stability and 
helped to release much needed liquidity into the financial system 
and spur economic activities.

2019 mALAYSIA FINANCIAL SECTOR PERFORmANCE

digitalisation driving Innovation in Financial Sector

The year saw financial technology (“fintech”) disruption 
reshaping the industry and continued to be the driving theme 
for the financial sector. Underscoring the importance of fintech 
innovation, Bank Negara Malaysia (“BNM”) has been actively 
advocating for fintech to be an integral part of the national 
initiative to drive digitalisation to remain competitive. 

These initiatives range from banking digitalisation to e-payment 
platforms and electronic data management as well as 
crowdfunding, among others. BNM also released guidelines that 
open the way for technology players and other non-financial 
institutions to participate in this sector through virtual banking 
opportunities. 

modest Growth for banking Sector

Malaysian banks fared well in 2019 amid the impact from 
external headwinds and uncertainties brought on by the  
US-China trade tensions, Brexit and slower global demand which 
affected business confidence. Despite these, Malaysian banks 
demonstrated reasonably healthy profits and asset quality, with 
more than sufficient capital buffers against potential stress, 
although they contended with compressed margins and some 
credit pullbacks.

The banking sector saw moderate growth in both earnings and 
loan, reflecting a slowdown in lending momentum and cautious 
sentiment on the country’s economic growth. Banks continued 
to be selective in preserving stable asset quality which supported 
the low credit costs by the banks given the accommodative 
interest rates.

Islamic banks Outperformed Conventional Counterparts

While the growth of banking assets slowed down in many 
global Islamic finance markets, Malaysia continued to be one 
of the sources of industry growth1. The resilient growth and 
development of Islamic finance in the country has been due to 
the strong foundation and regulatory infrastructure that has 
been put in place with the Financial Sector Blueprint 2011-2020 
underway in its implementation.

In Malaysia, Islamic banks’ growth continued to outperform 
conventional banks with earnings registering a double-digit 
growth. As at end 2019, financing by Islamic financial institutions 
accounted for 39.2% of total banking sector financing compared 
to 37.7% in 2018. Total funds placed with Islamic banks now 
represent 38.0% of total banking sector deposits, up from 
36.6% in 20182. 

There is growing demand for more utilisation of Islamic financial 
services as a funding tool over conventional loans, given that the 
Islamic banking industry has broadened in breadth and depth.

Islamic Finance Outlook 2020 Edition - S&P Global Ratings

Bank Negara Annual Report 2019

1

2



39.2%

38%

25%

21%

Financing by Islamic financial 
institutions accounted for 

Total funds placed with Islamic 
banks now represent

The Family Takaful industry’s  
new business grew by 

General Takaful industry recorded  
a double-digit growth of 

total banking sector financing 
in 2019 compared to 

37.7%
 in 2018.

of total banking sector 
deposits, up from

36.6%
 in 2018.

in 2019 compared to 

13%
  

in the same period a year ago.

in 2019 compared to  

9%
  

in the same period a year ago.
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2019 mALAYSIA TAKAFUL SECTOR PERFORmANCE 

The insurance and Takaful sector’s earnings remained relatively stable in 2019 with stronger 
growth seen from the Takaful segment business. The domestic Takaful industry continued to 
charter resilient growth across major business lines and surpass its conventional counterparts 
with healthy growth momentum, due to a lower base, stable domestic consumption, and 
increasing consumer awareness.

As at 31 December 2019, the Family Takaful industry’s new business grew by 25% compared 
to 13% in the same period a year ago. The sterling business growth is in tandem with the 
strong demand for credit-related Takaful from the business growth of mortgage and consumer 
loans arising from the Government’s aspiration to achieve 40% total Islamic banking assets 
target by the end of 2020. Together with the initiative under Budget 2020 to split the tax 
relief of Employees Provident Fund (“EPF”) contributions and Takaful contributions, the 
national insurance penetration rate is expected to increase as taxpayers take advantage of 
the tax relief benefits. 

Correspondingly, the General Takaful industry recorded a double-digit growth of 21% 
compared to 9% in the same period a year ago on account of the progressive impact of 
the tariff liberalisation and moderating economic growth. Following the implementation 
of Motor de-tariffication in July 2017, BNM continued in carrying out assessments on the 
impact of phased liberalisation. The General Takaful industry is anticipated to soar as a 
result of further liberalisation, witnessing more innovative Takaful solutions with competitive 
benefits and pricing to be introduced to suit the diverse consumer needs. 
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2019 SECURITIES mARKET 
PERFORmANCE 

The challenges faced on the economic 
front coupled with ongoing domestic 
political uncertainties was reflected in the 
2019 benchmark FBMKLCI which was 
down 6%, closing at 1,595.72 points. 
Nevertheless, the FBM Hijrah Shariah 
Index and the broader FBM Emas Shariah 
Index recorded positive growth of 0.8% 
and 3.9%, respectively.

Despite the Malaysian market 
performance in 2019, its dividend yields 
continue to see a rise as companies have 
been returning capital to shareholders in 
the light of declining investments. 

GLOOmY OUTLOOK FOR 2020 
bUT ISLAmIC FINANCE TO ASSERT 
RESILIENCE

Possible Global Recession

The global economy is facing a confluence 
of risks, which is causing severe disruptions 
on economic activity with significant 
damage on longer-term development 
prospects. At the time of writing this 
report, the COVID-19 outbreak has 
triggered extreme reactions in financial 
markets as it grapples with a cascading 
effect from business disruptions as many 
countries globally implement restrictive 
movements and lockdown measures. 
At the same time, factory shutdowns in 
China and elsewhere, and fears of more 
disruption in other parts of the world, 
have been affecting supply chains. Oil 
prices collapsed as a price war broke out 
between the Kingdom of Saudi Arabia 
and Russia.

Coupled with the risks of escalated trade 
disputes, the upcoming US presidential 
elections, tightening of central bank 
policies and the lingering effects of a 
tepid growth in 2019, a scenario of global 
recession looks very likely.

MANAGEMENT DISCUSSION & ANALYSIS 
ECONOMIC AND SECTOR REVIEW

malaysia to Face Effects of Economic Challenges

Malaysia would be facing economic challenges in the wake of COVID-19, compounded 
by the adverse reactions from global economic conditions. The overall impact of the 
outbreak on the Malaysian economy will, however, depend on the duration and 
spread of the outbreak as well as policy responses by authorities. The landscape we are 
operating in is unprecedented and it is challenging to predict the economic and financial 
eventualities with a high degree of precision.

BNM has introduced various relief measures to assist those affected by the COVID-19 
outbreak and ensure that the financial intermediation function of the financial sector 
remains intact, access to financing continues to be available and banking institutions 
remain focused on supporting the economy during these exceptional circumstances. This 
relief plan encompasses moratorium on repayment and payment financing, financing 
limits, drawdown on prudential capital and liquidity buffers as well as other measures 
such as review on financial, statistical and regulatory reporting requirements. 

BNM had also instituted two OPR cuts in a span of less than three months which brings 
the rate to 2.5% and most recently, a 100 basis points reduction in SRR from 3% to 
2%. The move is expected release a total of RM30 billion liquidity into the system. 
The Government’s Economic Stimulus Package 2020 and the Prihatin Rakyat Economic 
Stimulus Package, together with BNM’s measures are aimed to help to cushion the 



Banks in Malaysia are expected 
to face a challenging operating 
environment following the 
covID-19 pandemic and are 
expected to register slower 
loans growth compared to 
2019 given the challenges. 
However, local banks declared 
higher dividend pay-outs 
during the fourth-quarter 
2019 financial results and 
their capital positions are 
envisaged to remain solid. while 
measures such as the six-month 
moratorium on loan repayments 
will have an impact on revenues 
and provisions, they are viewed 
as revenue deferment rather 
than revenue loss.
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economic fallout and provide sizable support to households and 
businesses. The expansionary monetary policy, measures such 
as the moratorium on loan payments, discounts on utilities and 
other such demand management policies are aimed to steer the 
country’s economy to a more sustainable path going forward.

Judging from the large-scale reversal in the global equities 
market alongside the massive interest rate cuts and quantitative 
easing measures as well as a series of fiscal injection, global 
growth is expected to contract. Consequently, major economies 
are preparing themselves with unconventional policy responses 
that will ensure more cash will be distributed into the hands of 
the public. If history is any guide, a coordinated policy response 
would yield a V-shape recovery as was the case during the Global 
Financial Crisis in 2008 and 2009. Only time will tell. 

Consequently, Malaysia’s GDP growth is expected to be muted at 
between -2.0% and +0.5%, according to BNM. 

Financial Sector to Face Slower Growth but Islamic Finance 
Contribution to Grow 

Banks in Malaysia are expected to face a challenging operating 
environment following the COVID-19 pandemic and are expected 
to register slower loans growth compared to 2019 given the 
challenges. However, local banks declared higher dividend  
pay-outs during the fourth-quarter 2019 financial results and 
their capital positions are envisaged to remain solid. While 
measures such as the six-month moratorium on loan repayments 
will have an impact on revenues and provisions, they are viewed 
as revenue deferment rather than revenue loss. 

The domestic banking industry’s Common Equity Tier-1 capital 
and total capital ratios stood at a relatively high 13.8% and 
17.9%, respectively as at end-December 2019 as they have been 
building up capital buffers in line with Basel III requirements. 

Fitch Ratings opines that the contribution of Islamic financing 
to Malaysian banking system loans is expected to rise further, 
supported by the regulatory backdrop that provides a level 
playing field as banks continue to promote Islamic products. 
Islamic banks’ loss-absorption buffers are envisaged to provide 
adequate support to withstand the near-term challenges.

The Takaful sector is growing faster than conventional insurance 
sector and is poised to sustain its robust growth curve, taking into 
account the low penetration rate, rising urbanisation, escalating 
medical costs, ageing population and increasing consumer 
awareness. 



In 2019, the Group focused on 

deepening and broadening our 

offerings, driving operational 

efficiencies and elevating 

stewardship in driving  

sustainable and socially 

responsible business practices.

mOHd mUAZZAm 
mOHAmEd
Chief Executive Officer
BIMB Holdings Berhad
Bank Islam Malaysia Berhad
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The Group’s main focus for 2019, as it had been over the last few 
years, was to strengthen the core businesses and build resilient 
sustainability for its main subsidiaries bank Islam malaysia berhad 
(“bank Islam” or “the bank”), Syarikat Takaful malaysia 
Keluarga berhad (“Takaful malaysia”), and bImb Securities Sdn. 
bhd. (“bImb Securities”). 

The strategy that has been in place and guides the Group and the 
subsidiaries towards realising growth value are entrenched in our 
five key PRIORITIES of Responsible Finance, Inclusive Growth, Talent 
Enrichment, Ethical Practice & Reporting and Islamic Finance & 
Knowledge-Sharing. These priorities form the framework for our 
subsidiaries’ strategies in the banking, Takaful and securities sectors. 
They are anchored on Islamic values of Maqasid Al-Shariah and  
allow our business operations to become distinct entities that 
are effective, efficient and profitable to benefit our customers, 
community, the economy and our country.

In 2019, the Group focused on deepening and broadening our 
offerings and driving operational efficiencies while maintaining capital 
discipline in order to maximise long-term returns to our shareholders. 
The Group elevated its stewardship in driving sustainable and socially 
responsible business practices and increased our investments to 
upskill our talented workforce. 

Despite a very challenging macroeconomic and cautious market 
landscape, the successful execution of our corporate strategy, 
effective employment of our capital and people, together with the 
proactive engagement with all stakeholders, contributed to strong 
business growth and delivered another year of record earnings in 
2019. 

The Group charted an increase of 19.1% in total revenue at Rm5.4 
billion versus RM4.5 billion in 2018, which was driven by strong 
earnings, in particular, from its banking and Takaful operations. 
Net profit rose 15.4% year-on-year to Rm786.9 million against 
RM682.1 million in 2018. Our results demonstrated the resilience and 
the diversified strengths of our subsidiaries, disciplined cost control, 
prudent risk management practices and contributions of our talented 
workforce.

Beyond financial performance, the Group and its subsidiaries were 
acknowledged for its many achievements through various industry 
recognitions and awards, for which we are appreciative and grateful. 
Our list of accolades is further elaborated on page 13 of this Integrated 
Annual Report. 

+19.1%
to Rm5.4 billion
versus RM4.5 
billion in 2018

year-on-year to  
Rm786.9 million
against RM682.1
million in 2018

+15.4%

44.75sen

Revenue increased

Net profit rose

Earnings per Share
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mANAGING OUR mATERIAL mATTERS

In developing our strategies, we take into consideration the 
importance of various factors on our business priorities that can 
have an impact on growth as well as risks that if well managed, 
become our opportunities. In carrying out our materiality 

assessment, we look at macro-economic conditions and 
changing needs of our stakeholders. This is important to facilitate 
the development of a strategy for our long-term value creation 
and sustainability. 

1. Economic Environment – Ensuring Sustainable business Operations amid Challenges

 Our priority is placed on creating economic value from our businesses, demonstrating resilience in earnings and delivering consistent 
returns to our stakeholders. We closely monitor the economic landscape as well as trends and evolution of the financial and 
business environment. To ensure continuous and resilient business sustainability, BHB looks towards consolidation and alignment 
as key elements in our business model and corporate strategy to unlock value for our shareholders. 

RISKS ACTION

Exposure to risk of mismatch 
between investment assets and 
financial obligations due to 
economic factors

Takaful malaysia
•	 Invest	in	high	quality	Sukuk	with	longer	terms	to	maturity
•	 Regularly	monitor	the	mismatch	level	as	part	of	ongoing	strategy	to	reduce	exposure
•	 Monitor	liquidity	position	to	ensure	adequate	liquidity	to	honour	financial	obligations

2. Regulatory Landscape – Aligning with dynamic Changes in Regulations

 The financial sector in Malaysia operates on a highly regulated environment. As a holding company that oversees subsidiaries 
across banking and non-banking businesses in Malaysia, BHB places high importance on efforts to maintain a strong and stable 
financial sector with robust financial and operational resilience, supported by strong risk management and compliance capabilities. 

RISKS mITIGATION ACTION

Increased diversity in regulations 
governing banking, Takaful 
and securities business such 
as differing capital adequacy 
obligations 

The Group
•	 Corporate	exercise	for	subsidiaries	to	come	into	their	own	as	independent	entities	to	

manage their highly-specialised business in accordance to their respective regulatory 
environment

•	 Corporate	exercise	allows	for	faster,	relevant	and	empowered	decision	making	
against respective regulatory and business obligations

Lack of compliance to law, rules 
and obligations of the banking, 
Takaful and securities sectors that 
could lead to commercial and 
reputational loss

bank Islam
•	 Formation	of	Integrity Plan 
•	 Establishment	of	Gift Policy
•	 Establishment	of	Anti-bribery and Corruption Policy
•	 Conducted	comprehensive	Corruption Risk Assessment to establish Corruption 

Risk management Framework
•	 Implementation	of	Anti-bribery management System
•	 Embracing	regulatory	compliance	by	conforming	to	the	laws,	regulations,	guidelines	

and specifications relevant to Islamic banking business processes and industry’s best 
practices

Takaful malaysia
•	 Implementation	of	Anti-money Laundering and Counter Financing of Terrorism 

Policy
•	 Establishment	of	Personal Information Record and management Framework
•	 Implementation	of	Fraud management Policy
•	 Implementation	of	Whistle-blowing Policy
•	 Implementation	of	Anti-Corruption Policy
•	 Embracing	regulatory	compliance	by	conforming	to	the	laws,	regulations,	guidelines	

and specifications relevant to Takaful business processes and industry’s best practices
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bImb Securities
A review of all the policies and procedures including;
•	 Guidelines	on	Prevention and detection of Fraud and Corruption 
•	 Guidelines	on	Whistle-blowing
•	 Guidelines	on	management of Cyber Risk
•	 Anti-money Laundering and Terrorism Financing for improving its business 

process control and ensuring effective governance measures to prevent corruption 
and mitigate any cyber and other operational risks

3. Competitiveness – being Agile and Adaptive to Remain Relevant and Competitive

 We operate in an increasingly competitive landscape where new business and technological trends are emerging. We understand 
the need for fast actions to capitalise on opportunities, mitigate risks and address challenges that relate specifically to the differing 
concerns of each subsidiaries. For growth to progress within each of the businesses, there is a need for each subsidiary to be 
equipped to leverage and grow to their individual strengths.

RISKS ACTION

Technology adaption crucial 
to support evolving customer 
behaviour putting pressure to 
evolve or risk obsolescence 

bank Islam
•	 Implementation	of	Digital	First	initiative,	designed	to	enhanced	customers’	experience	

through newly developed digital and online applications, and increase number of 
services that are accessible via digital means

•	 Implementation	of	Robotic	Process	Automation	that	will	result	in	automation	of	
labour-intensive and repetitive processes across the Bank

•	 Establishment	of	a	holistic	data	analytics	capability	within	the	Bank	to	promote	data-
driven and informed decision-making process

Takaful malaysia
•	 Launched	new	online	takaful	solutions	via	the	Click	for	Cover	online	sales	portal	with	

multiple payment gateways
•	 Introduced	chatbot	Tamara,	an	artificial	intelligence	that	provides	customers	real-time	

answers via available digital platforms
•	 Implemented	facelift	and	design	updates	of	various	online	portals	for	customers	and	

intermediaries
•	 Upgraded	data	centre	infrastructure	to	support	growing	business	
•	 Migrated	from	former	Takaful	Integrated	System	(“TIS”)	core	application	and	

infrastructure to a new sustainable platform

bImb Securities
• Upgraded mobile application and online trading platform which includes algorithmic 

trading capabilities and access to selected global trading markets

PRUdENT APPROACH TO RISK mANAGEmENT ANd ENHANCEd GOVERNANCE 

as one of the top 20 finalists in PwC Malaysia’s Building Trust 
Awards 2019, an award which recognises efforts made towards 
building trust through their communications and interactions 
with stakeholders. 

For the year, our efforts at Bank Islam included reviews on 
policies such as Gift Policy, Anti-Bribery Policy, Vendor Code 
of Ethics and Whistle-Blower Programme, among others, to 
ensure governance oversight was strengthened. Part of this 
review included an engagement with a consultant to provide 

As the year progressed, we reviewed and enhanced our 
risk management processes by engaging a consultant to 
independently assess our risk and exposure, including stress 
testing portfolios and closely monitoring weak credits amid 
the ongoing challenging market environment. The prudent 
management of our businesses underpinned the soundness and 
sustainability of our strategy across our subsidiaries. 

The Group’s committed efforts to build a strong organisation of 
integrity and governance was recognised when BHB was selected 
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independent assessment of our risk and 
exposure to bribery as well as the gaps and 
strengths in the embedded controls. The Bank 
also conducted realignment of Anti Money 
Laundering/Combating the Financing of 
Terrorism (“AML/CFT”) policy and procedures 
with the revised BNM’s AML policy, and 
validate the effectiveness of the controls 
implemented at the various business units.

Takaful Malaysia rationalised its investment 
policies and continued to tactically implement 
prudent and vigilant investment strategies to 
manage risks amid the challenging market 
environment. In consultation with the Board 
Investment Committee, asset allocation 
was reviewed and positioned strategically 
towards achieving the long-term returns while 
minimising volatility and value at risks of the 
managed portfolios. We focused on asset 
classes that provided a stable and predictable 
recurring income, namely Sukuk and money 
market instruments. In line with our strategic 
asset allocation, our equity exposure remained 
low throughout the year under review, limiting 
the impact of equity market volatility. These 
efforts were taken to protect and augment 
the overall investment performance.

As a result of prudent strategy in addressing 
the market challenges, 2019 saw an 
improvement in Takaful Malaysia’s investment 
income underpinned by better performance 
from Sukuk portfolios capitalising on the low 
interest rate environment to realise gains from 
existing holdings. While there remained a 
certain amount of volatility in equity portfolio 
performances as a result of the overall market 
conditions, this was cushioned by low asset 
allocation in equity and the performances of 
other asset classes. Deposit instruments also 
continued to register higher income reflective 
of the higher asset allocation into these asset 
classes as Takaful Malaysia remained defensive 
considering the uncertainties in the market. 

Part of understanding and adopting prudent 
risks measures is having good insights to 
the various sectors and its potential when 
investing. For the year in review, BIMB 
Securities undertook to conduct various 
company and site visits to public listed 
companies (“PLCs”) to understand their 
strategies and potential which are reflected in 
their advisory and research services. 

dIGITAL TRANSFORmATION

We look to leverage on digital technology as an enabler for our subsidiaries to 
better serve our customers and our community. Digitalisation allows the Group to 
drive priorities of financial inclusion for inclusive growth. Our subsidiaries remain 
committed to expand the omni-channel experience – from the physical to digital – in 
a progressive manner to meet the diverse needs and wants of all our stakeholders. 

In this regard, Bank Islam was recognised for its efforts to grow electronics 
payment (“e-payment”) in the country. Bank Islam received three awards at the 
malaysian e-Payments Excellence Awards (“mEPA”) 2019 in the categories of 
best Customer Experience (“direct debit”), best direct debit bank and best 
FPX bank. These wins underscore our continuous efforts to be at the forefront of 
digital banking in Malaysia. 

PEOPLE AS THE CORNERSTONE OF OUR PROGRESS

A great company starts, sustains and attains success with great people. It has only 
been through the commitment and dedication of our people that we have been 
able to drive our business forward to build long-term value for our shareholders. 
This is in line with one of our five Key Priorities which is Talent Enrichment.

Across our three subsidiaries, we work to foster an environment where our 
employees can feel fully engaged and valued, and know that what they do, in 
turn, creates value for the subsidiaries and the Group. Our efforts have created an 
engaged and motivated workforce. We will continue to develop efforts that build 
on the strengths of our people, as we believe that we can only grow when our 
people grow.

•	 Ranked	in	14th place among the Top 20 companies 
in malaysia’s 100 Leading Graduate Employers 
Awards 2019

•	 A	score	of	70% for Employee Engagement Survey 
•	 Introduction	of	TAAT (Think Customer, Act with 

Integrity, Advance beyond, Take Charge) core 
values for employees

•	 Establishment	of	Bank	Islam’s	Integrity	Plan
•	 Employer	Branding	Outreach	programme

•	 Selected	for	the	second	time	as	recipient	of	‘HR Asia 
best Companies to Work for in Asia Award 2019’ 

•	 Voted	for	the	second	time	in	a	row	as	the	Top	5	for	
the ‘Graduate Choice Award – Best Employer Brand 
2019’ under the insurance industry category 

•	 Inter	division	staff	engagement	programmes	to	boost	
productivity and efficiency

•	 Elevating	employees’	knowledge	and	upscaling	them	
to be multi-skilled

•	 Continuous	training	for	employees	under	Bumiputra	
Training Fund (“BTF”) allocation provided by 
Securities Industry Development Corporation 
(“SIDC”) 

•	 Conducted	in-house	technical	analysis	and	
fundamental analysis workshops
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•	 195,774.1 hours of training clocked 
by employees

•	 98% of the employees met the 
16-hour learning requirement 
in accordance with our Human 
Resources policy

•	 73% met the Individual 
development Plan requirements 
for three types of training curriculum 
- soft, leadership and technical - in 
accordance with BNM’s requirement

•	 Achieved	2.5% Staff Training 
Expenses utilisation, which is within 
BNM’s requirement of 2.67%

•	 Assessment	Centres	-	implemented	
assessment as part of selection 
process and DNA for the participants 
of special programmes - Future 
leaders, Young Leaders Programme, 
Mini CEO and Future BSM 
Programmes

•	 25,051 training hours clocked by 
employees

•	 Rm1.1 million investment in 
employee learning and development 

•	 Leadership	Development	Programme	
•	 Leadership	Development	Programme	

for High Potential 
•	 Staff	Talent	Awareness	&	Retention	

Programme
•	 Leadership	Intensive	Talent	

Enrichment Programme
•	 Clerical	Development	Programme

•	 Comprehensive	leadership	
development programme for 
potential leaders 

•	 Adopting	a	talent	management	
framework by developing five layers 
of succession planning groupings 
from top management to junior level 
officer

•	 1,870 hours of training clocked by 
employees

•	 Intake	of	eight	interns	from	
Universiti Sains Islam Malaysia, 
Universiti Teknologi MARA, Universiti 
Malaya and Sunway University 

•	 Conducted	continuous	Shariah	
training 

•	 Conducted	health	and	well-being	
talks

•	 Soft	skills	training	on	leadership	and	
decision-making courses for selected 
middle and junior level officers

Continuous learning and upscaling of skills and talents are 
necessary to build a capable team. To ensure our people possess 
the right skillsets and mindsets for the business of the future, 
we provide them with relevant training and career development 
opportunities. Collectively, employees across the Group clocked 
in over 220,000 hours of training and development programmes 
that address core competencies as well as soft skills in 2019. 

Succession planning is important to the Group as we move into 
a new era so as to ensure its continued sustainable growth for 
many more decades to come. Many of our bright talents have 
scaled the management rungs from within the Group and 
are now in leadership positions themselves. We have in place 
Leadership Assessment programmes that aim to identify and 
harness the potential of the next generation of leaders.
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bANK ISLAm: ON STEAdY PATH FOR PROGRESSIVE GROWTH

Expanded breadth of Offerings that drive 
Sustainability 

We are committed to delivering relevant products and 
services that help our customer segments meet their 
needs for inclusive growth. This is a reflection of our 
value creating business model with its fundamentals 
embedded in the Value-Based Intermediation (“VBI”) 
principles that aims to contribute and impact the 
real economy while elevating societal needs. For the 
year in review, Bank Islam continued its focus on 
green financing, social finance and impacting the 
real economy by supporting the Small and Medium 
Enterprises (“SME”). 

Record-breaking Profit Performance 

Bank Islam recorded an increase in net profit of 5.7% to 
Rm627.6 million as revenue rose 9.2% to surpass Rm3.6 
billion for the first time ever, which contributed to our 
best profit performance to date. The higher total income 
was driven by strong net financing growth of 8.3% and an 
increase in investment securities of 9.3%. 

As at 31 December 2019, deposits and investment accounts 
(“IA”) saw a year-on-year increase of Rm2.6 billion or 
4.7%. The Bank’s capital position remained healthy to 
support continuous business growth with a Total Capital 
Ratio of 18.7% as at end 2019. 

114

Integrated Annual Report 2019

Group Overview Sustaining The Group Management Discussion & Analysis Group Governance

MANAGEMENT DISCUSSION & ANALYSIS 
SUBSIDIARIES’ OPERATIONAL REVIEW



Green Financing

As the green technology and renewable energy sectors continue 
to grow, Bank Islam stands alongside to support these efforts 
as drivers of sustainability based on Environment, Social and 
Governance (“ESG”) tenets through Green Financing. For 2019, 
we breached our internal Rm1 billion target for Green Financing 
during the year, an increase of almost threefold to Rm1.76 
billion as compared to RM632 million from the previous year. 

We are proud to note that BIMB Investment Management Berhad 
(“BIMB Investment”), a wholly-owned subsidiary of Bank Islam 
was conferred as the ESG Asset manager of the Year 2019 
by The Asset Triple A Islamic Finance Awards 2019 for its 
significant contributions and achievements in ESG, sustainability 
and asset management in Asia. BIMB Investment manages more 
than RM1 billion of Shariah-ESG assets, making it the largest 
Shariah-ESG asset manager in malaysia. Its Global Shariah-
ESG equity fund is now the largest global equity fund in 
malaysia and ranked the world’s third largest global equity 
Shariah-ESG fund. 

Social Finance

We leveraged on fintech to develop Sadaqa House, a 
crowdfunding platform that allows anyone to donate to various 
social causes via online platforms. To ensure that real impact is 
delivered to the right target, all contributions undergo stringent 
monitoring and integrity process. In 2019, Sadaqa House 
collected Rm1.4 million that has since been channelled to 
active change-makers including Institut Jantung Negara (“IJN”) 
Foundation, Yayasan Sultanah Bahiyah (“YSB”) and Universiti 
Teknologi Malaysia (“UTM”). This platform earned the Bank the 
accolade of the best Social Finance Initiative 2019 at the 5th 

Islamic Retail Banking Awards (“IRBA”). 

The Bank launched a myWakaf portal during the year to 
catalyse Wakaf contributions as part of the Association of 
Islamic Banking and Financial Institutions Malaysia’s (“AIBIM”) 
objective to promote Wakaf development in consultation with 
state Islamic Religious Councils. The portal enables easier, more 
effective and tax-exempt Wakaf contributions by individuals 
to selected projects like education, healthcare, investment and 
economic empowerment.

SmE Financing

SME financing rose exponentially by 151% to Rm178 million 
with a 65% increase in total assets for SME financing in 2019. 
Bank Islam intensified it support for SMEs through collaborations 
with Government Linked Corporations (“GLCs”) and other 
large corporations through vendor development and financing 
programmes. 

We also helped SMEs to improve their business skills and 
knowledge which go a long way towards making them more 
competitive. We worked with Universiti Utara Malaysia (“UUM”) 
and SME Corp on the SmE development Programme 2.0, 
which had overwhelming response from participants, doubling 
in participation size from the year before.

We extended support to women entrepreneurs and launched 
the Women in business (“Winbiz”) programme that offers a 
comprehensive range of banking facilities that meet the working 
capital requirements and capital expenditures of private limited 
women-owned businesses. 

moving Forward

In the immediate term, Bank Islam places high priority on 
supporting customers who are affected by the COVID-19 
pandemic through its Rescheduling & Restructuring (“R&R”) 
facility that aims to provide financial assistance to all individuals 
and business customers. The programme allows customers to pay 
lower monthly repayment so that they can better manage their 
cash flow. This is over and above supporting BNM’s relief plan 
which includes automatic deferment of all financing repayments 
for six months. The Bank is also implementing an SME Special 
Relief Facility (“SSRF”) to help alleviate the short-term cash flow 
predicament faced by SMEs during this period of volatility. 

For the next three years, the Bank remains focused on its clear 
strategy to deliver sustainable performance that impacts positively 
on the economy, community and environment premised on VBI 
principles. As always, we will continuously monitor, review and 
recalibrate where needed against primary drivers that include OPR 
and GDP, among others. We will continue to bank on initiatives 
that drive us towards operational, culture and digital excellence, 
as governed by the Bank’s core values and Shariah principles. 

We will harness digital innovation to create customer experiences 
that are relevant, convenient, reliable and safe; harness the 
capabilities of ecosystem partners to co-create new products and 
services; and help our customers improve their own businesses. 

Having set a strong foundation for growth, we are ready to 
take on the mantle as the leading full-fledged Islamic financial 
institution under the corporate restructuring exercise that has 
been proposed. Under this exercise, BHB will transfer its listing 
to Bank Islam that will allow the Bank to gain direct access to the 
equity capital market for its fund-raising activities to support its 
organic growth. 
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Stellar Chart-Topping Financial Performance for 2019

For the year in review, Takaful Malaysia recorded a sterling 
performance and registered record net profit with double-
digit growth on the back of ongoing digital initiatives, solid 
business expansion strategy, operational efficiency and 
underlying financial strength. 

Takaful Malaysia posted a record net profit of Rm366.3 
million for 2019 on the back of a 25.2% increase in its 
Profit After Zakat and Tax (“PAZT”) from RM292.6 million 
registered in the previous financial year. The double-digit 
growth profit of 25% outpaced the industry. Total gross 
contributions rose by 19.1% to Rm2.8 billion in 2019 as 
compared to RM2.3 billion recorded in the last financial  
year end. 

MANAGEMENT DISCUSSION & ANALYSIS 
SUBSIDIARIES’ OPERATIONAL REVIEW

TAKAFUL mALAYSIA: mAINTAINS mARKET LEAdERSHIP

Operating revenue increased by 18.4% to Rm3.1 billion 
as compared to RM2.6 billion in 2018 contributed by 
solid performance in our underwriting activities, higher 
net Wakalah fee income arising from the growth in 
the Family Takaful business and higher net investment 
income. 

Family Takaful business generated gross contributions 
of Rm2 billion for FY2019, an increase of 27%, 
compared with RM1.6 billion in the previous year. 
The increase was mainly attributable to higher sales 
from credit-related products. General Takaful business 
generated gross contributions of Rm723.6 million, 
an increase of 2% over the previous year’s RM709.3 
million, which came mainly from fire and commercial 
classes. 

Takaful Malaysia’s Return on Equity (“ROE”) continued 
to exceed the 30% level with an actual achievement 
of 33.1% from 32.7% in the previous financial year. 
Earnings Per Share (“EPS”) rose to 44.16 sen as 
compared to 35.79 sen in 2018 while total assets grew 
by 15.8% to Rm10.3 billion from RM8.9 billion in the 
last financial year. 
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Expanding digital Footprint as the driver of Innovation 
and Competitive Advantage 

The digital strategy has become the driver of our innovation, 
competitive advantage and growth. In positioning Takaful 
Malaysia at the forefront of the digital transformation in the 
Islamic insurance industry, we reinforced our digital solutions 
whilst transforming our business structure in meeting the 
customer expectations on the back of the evolving business 
landscape. The inevitable advancement of financial technology 
has driven Takaful Malaysia in earmarking substantial investment 
to integrate information and operational technologies in 
optimising performance, driving efficiency and enhancing 
the quality of product offerings and value-added services. We 
aimed to enhance our customer experience by delivering a 
differentiated and seamless experience of customised services to 
the consumers. 

We continued efforts to upgrade our data centre infrastructure 
to support the growing business as well as implemented new 
infrastructure capabilities to increase productivity, improve sales 
and turn-around-time while reducing operating expenses. We 
successfully migrated our former Takaful Integrated System 
(“TIS”) core application and infrastructure to a new sustainable 
platform in keeping with current technologies and gaining better 
business value. 

The introduction of our artificial intelligence chatbot, Tamara, 
provides real time response to enquiries related to our online 
products, No Claim Discount (“NCD”), certificate maturity, 
windscreen confirmation, status of benefit payouts and many 
more. Takaful Malaysia also introduced a face-to-face digital-
assist point-of-sales system equipped with a smart underwriting 
engine for its premier bank partners that allows them to promote 
and market simple protection plans directly to their customer 
base. The face-to-face marketing via mobile devices provided 
allowed the bank partners to facilitate transactions seamlessly 
with straight-through paperless processing through automated 
underwriting.

Expanding Growth Organically

Takaful Malaysia continues to lead in Family Takaful business, 
with business mainly derived from the Credit-Related and Group 
Employee Benefits products. As part of our ongoing efforts to 
sustain the Company’s market leader position, we have diversified 
our product distribution by expanding our distribution channels. 
We leveraged on our leading position in single contribution 
products whilst focusing on retail regular contribution products 
channeled via bancatakaful and online distribution channels to 

further diversify our business portfolios. Takaful Malaysia also 
implements robust and efficient business processes to sustain our 
strategic partnerships with premier Islamic banks. 

Our achievement for the year in review was mainly driven by 
our bancatakaful initiatives which resulted in higher sales from 
credit-related products and our effective penetration strategy 
through our distribution network by reaching out to more civil 
servants to market our mortgage and fire protection plans for the 
housing loan provided by the Lembaga Pembiayaan Perumahan 
Sektor Awam (“LPPSA”).

In view of the stiff competition faced by the General Takaful 
industry under liberalised market conditions, we manage this 
risk by offering innovative products and leverage on our digital 
strategy to grow the business whilst enhancing customer 
experience. On the General Takaful business front, we remained 
as the top two leading General Takaful operators in the industry. 
We improved our General Takaful portfolio and registered total 
gross contributions of RM724 million in 2019, with an increase 
in customer acquisitions through our Fire and Personal Accident 
classes. We also achieved a double-digit growth of 40% for 
our online Motor Takaful business offered via our innovative 
Click for Cover Online Sales Portal.

moving Forward

While we remain cautious of the market environment in 2020, 
we expect the Takaful industry to outperform the conventional 
insurers in view of growing demand for Takaful products. Takaful 
Malaysia is poised to further expand its market share in 2020. 

To sustain its market leading position, the company will continue 
with its innovative strategies via the implementation of its digital 
strategy, introduction of online solutions, strategic partnerships 
with leading Islamic banks, growing non-motor business and 
implementation of brand awareness initiatives in order to expand 
the business focus beyond credit-related business to reach out to 
the wide retail customer base of major partner banks. 

We will further strengthen our distribution capabilities for 
general Takaful business in view of greater potential to enlarge 
the Takaful market share in the general insurance and Takaful 
sector. 
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MANAGEMENT DISCUSSION & ANALYSIS 
SUBSIDIARIES’ OPERATIONAL REVIEW

bImb SECURITIES: FOCUSEd ON dRIVING GROWTH

muted Financial Performance for 2019

Given the challenges the market faced in 2019, BIMB 
Securities reflected the muted trading activity and 
charted a Loss Before Zakat and Taxation (“LBZT”) of 
Rm3.2 million for 2019.

BIMB Securities experienced a sharp 47% drop in gross 
brokerage revenue contribution from the Institutional 
Business segment in 2019 compared to 2018. This was 
because most of the institutional investors, including 
government linked investment companies (“GLICs”) 
and government linked companies (“GLCs”), moved 
their portfolios to overseas markets to seek better 
returns as well as reduced their portfolios in equity to 
fixed income instruments that offered higher yields/
returns. 

Economic Challenges Impacted Trading

Market sentiment for 2019 was challenging and was 
reflected in the trading activities conducted by investors, in 
which the benchmark index FBMKLCI ended the year down 
6.0% from 2018’s close. A combination of soft domestic 
corporate earnings and risk aversion among some investors 
dampened trading activity. While the benchmark FBMKLCI 
did not fare as well as the other benchmark indices in the 
region, the FBM Hijrah Shariah Index and the FBM Emas 
Shariah Index recorded positive growth of 0.8% and 3.9% 
respectively.

The reduction in Malaysia’s weightage in the MSCI Emerging 
Markets Index had an impact to the overall foreign portfolio 
flows, as investors tracked the index shift allocations to 
other global markets which contributed to the significant 
outflow of foreign funds of USD2.7 billion in 2019. 
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MANAGEMENT 
DISCUSSION & 
ANALYSIS 
FUTUREPROOFING OUR 
BUSINESS FOR PROGRESSIVE AND 
SUSTAINABLE PROSPERITY

However, gross brokerage revenue from the Retail 
Business segment increased by 19% as compared to 
2018 as retail traders dominated the equity market 
in 2019. Income from Non-Dealing activities also 
increased by 40% in 2019 as compared to 2018 with 
the increase in fees and number of funds advised by 
the Shariah Advisory as well as increase in income from 
share margin financing.

Increase in Retail Activities

The increase in retail trading activities that grew in 
2019 was also in line with the increase in the number 
of active Retail accounts opened for the year. As at end 
of 2019, 3,249 new accounts and active accounts were 
opened and traded compared to 1,192 new accounts 
as at 31 December 2018. 

BIMB Securities also conducted in-house technical 
analysis and fundamental analysis workshops with its 
retail investors to impart securities trading knowledge. 
This type of initiative goes a long way in inculcating 
deeper knowledge into Islamic and securities trading as 
part of its efforts towards the key priority of Islamic 
Finance & Knowledge-Sharing.

moving Forward

As the securities business is deeply inter-linked with 
economic performance and market sentiment, we 
expect the year ahead to continue to be challenging 
against the uncertainties surrounding COVID-19 and its 
impact on the world. As at time of writing this report, 
global equity markets have trended downwards.

We will continue to be vigilant on managing risks 
and capitalising on market opportunities ahead of 
the expected recovery from COVID-19. Within the 
organisation, we will continue with efforts to develop 
our people, while enhancing our trading platform 
towards digital enhancements, as well as augmenting 
our offerings to our customers.

The operating environment going forward will continue to be 
challenging and requires us to be alert to risk mitigating measures 
as well as proactive in seeking growth opportunities. In the near 
term, we have some expectations of impact to our earnings 
following the extraordinary market and economic conditions. 
However, the Group has built a strong foundation of resilience 
and sustainability that allows us to enter 2020 on a solid footing.  
We will continue to reap the benefits of years of business 
strengthening and sustainability building efforts, while buttressing 
our risk management measures as we contend with the challenging 
future ahead of us.

The corporate exercise that we aim to undertake, following 
regulatory and shareholder approvals as well as considerations 
to market conditions will be an apt and timely step towards 
futureproofing our business. This stance is critical to the Group 
as part of our main objective of creating sustainable value for our 
stakeholders. Each of our business has grown organically to a level 
where it is ready and able to chart its own course. They will have 
the focus and agility to pursue their distinct business strategies 
in pursuit of their aspirations, with the ability to make faster and 
empowered decisions.

The Group’s corporate strategy has seen each of the business 
well-supported by a strong balance sheet while our established 
track record of cost discipline as well as our prudent risk practices 
will enable each of the subsidiary to continue to manage and 
grow the business despite an increasingly uncertain and volatile 
environment. 
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