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Malaysia — your country of choice/ business destination
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Hong Leong Bank Berhad Strategically located
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Commendable & steady economic growth; above EM average
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World GDP vs Malaysia GDP

World Real GDP (%YQY)
——— MY Real GDP (%YOY)
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Well-contained inflation; below world and EM averages
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CPI (% YOY)
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Healthy Labour market - Ample Workers
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% YOY
14.0

Labour force & Wage gain

s | abour force ('000) Manufacturing wage growth (% YOY)
12.0
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Bond Market - 10Y MGS yield (%)

Equity Market Indicators
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Financial markets — how does Malaysia fair?
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Equity YTD% 10y Government Bond Yield (Change in bps)
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Sound and well-capitalized banking system
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Impaired Loans Ratio (%) LD Ratio & Money Supply Growth

mm LD ratio (%) - LHS M3 (%YOY) - RHS

2010 2011 2012 2013 2014 2015 2016 2017 Jun-18

Banking System Capitalization

10.0
2013 2014 2015 2016 2017 2018

e CET1 Capital Ratio (%) ====Tier 1 Capital Ratio (%) Total Capital Ratio (%)
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Banking system - regional comparison
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Impaired Loans Ratio % LD Ratio %

Thailand I 3.1 Singapore [ 108.1
Indonesia [ 2.7 Indonesia 95.9
Vietnam I 2.3 Thailand I 29.3
Philippines I 1.7 Malaysia I 203

Malaysia [N | 5 Hong Kong I /5.5

Singapore NN 14 Philippines I 6.9
Hong Kong NN 0.7 Taiwan [N 55.1

0.0 0.5 i . . . . . 0 20 40 60

Banking System Total Capital Ratio %

Indonesia I 22.6
Hong Kong I ——— 19.1

Thailand I 18.0

Malaysia I 17.7

Singapore I 16.4
Philippines I 15.1

Taiwan I 14.2

Vietnam I 12.1

0.0 50 10.0 15.0
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Ample foreign reserves and current account surpluses
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Malaysia's Foreign Reserves (RMm) Current Account Balance
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Foreign Reserves (USD bil) Current Account Balance (% of GDP)
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Competitiveness ranking - 2"? highest among

ASEAN member countries; 22" worldwide -
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Country 2017 Change 2018 Country 2017 Change

USA +3 33 Portugal 39 +5
Hong Kong SAR -1 34 Poland 38 +4
Singapare - 35 Chile 35
Metherlands +1 36 Spain 34
Switzerland -3 37 Slovenia 43

Denmark +1 38 Kazakhstan 32

UAE +3 39 Saudi Arabia 36

MNorway +3 40 Latvia 40

Sweden - 41 Cyprus 37

Canada +2 A2 _taly . L o o A
Luxembourg -3 4 3 Indonesia

Ireland -G
China Mainland 18 +5
Qatar 17 +3
Germany 13 -2
Finland 15 -1
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Russia

46 Turkey

47 Hungary

48 Bulgaria
[ =49= — Remama —————
w20

51 ME?(ICO

52 Jordan

53 South Africa

54 Peru

55 Slovak Republic

56 Argentina

57 Greece

58 Colombia

Taiwan 14 -3
Austria 25 +7

Australia 21 +2
United Kingdom 19 -1
2 Jdsel. o o o - 22 L L
22 Malaysia 24 _ 12
23 New Zealand 16 -7
24 Iceland 20 -4
25 Japan 26 +1
26 Belgium 23 -3
27 Korea Rep. 29 +2 59 Ukraine
28 France 31 +3 60 Brazil
20 — —Czech Republie¢ = = —20= = — 3= —ll 61 Croatia
Thailand f ] 62 Mongolia
Estonia 63 Venezuela
Lithuania
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Ease of Doing Business — 2" among ASEAN;

24" worldwide _
SEIR1T )% HongLeong Bank

Singapore (Rank 2)

Hong Keng SAR, China (Rank 5)

Taiwan, China (Rank 15)

Thailand (Rank 26)

Brunei Darussalam (Rank 56)
Mongoelia (Rank 62)

Vietnam (Rank 68)

Indonesia (Rank 72)

Reforms in getting

credit, protecting China (Rank 78)
minority investors,

and trading across Samoa (Rank 87)
border

Tonga (Rank 89)

Vanuatu (Rank 90)

Fiji (Rank 101)

Papua Mew Guinea (Rank 109)

Philippines (Rank 113)

ource: World ban
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Cost of Doing Business - Relatively Low
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Malaysia Interest Rates (%)
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Cost of Doing Business - Regional Comparison

Indonesia
Vietnam
Thailand

Singapore
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Hong Kong
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Average Lending Rate %

I 13.3
I 7.4
I 6.3
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I .1
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FDI - on an upward trajectory
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FDI into Malaysia (RMm)
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Total approved investment -

services sector

dominated by
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INVESTMENTS

SERVICES CONTINUED TO DOMINATE

Property I Domestic Direct nvestment (DDI)
APPROVED INVESTMENTS IN 2017 RM43.2 Thillion M Foveign Difect lnvestment (FDI)
RM2.45billion
Primary Services Telecommunication
Sector Sector Utilities RM5.91billion
6.3% 61.4% RM8.46bdon %
Finance Hotel and Tourism
RM10.36bidlicn 1& | ( RMS.93blion
EM1.420d60n [ REMO. 3 Shillion
A 4
Manufacturing -73‘
Sector Logistics - Trade and Distribution
32.3% RM4.28billion RM3.4 5billion
’ = RMO.24pbillion RM5.97billion

APPROVED INVESTMENTS IN SERVICES SECTOR IN 2017

Services - Approved Investment (RMb), 2017

Bionexus status & software | 0.1
104
105

. 45

Health services
Education services
Transport

Support services
Telecommunications
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ot mr'ﬁn
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N
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. 1.8
I 59
I 6.0
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Distributive trade\ I 9.4

— 11.8

\ Global establishment — 14.0

Real estatge
-

45.7

Manufacturing - Approved Investment (RMb)

Basic metal products | 0.2
Plastic products  [J] 0.7
Rubber products [Jlil 1.2

Machinerv &equipment [ 2.2

-——
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Key contributing sectors of the Malaysian economy

Malaysia key economic sectors

Agriculture

8%
Mining
9%

Manufacturing
23%
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Compositions of the services sector

Motor Vehicles Accomodation

Composition of the manufacturing sector

Beverages &
tobacco

Wood products, Textiles, wearing

o g Water
Electricity and 3% Insuorance 1% 1% furni | & leath
Gas 3 ] Government urniture, paper 39 apparel & leather
Food and a9 Services proc.iuc.ts & products
Beverage 16% Edible oils & food  printing 2%
4% i 6% -
° Transport and -— - processing - =~
-, 10% = = s
Storage N - ~ Petroleum, \
Wholesale Trade ) T e S )
7% . V4 ranspor chemical, rubber
- 13% ~ equipment, other & plastic !
Other \ manufacturing & products
Services \ repair ~ 30%
- P
8% -~ S S _10% S -
( Retail Trade ) _N— li
Real Estates and 12% i ormeta e
' ! ~_ - mineral products, -_—— ~
Business Services = S basic & fabricated E&E and optical™
3% Communication ) metal products products )
11%
N s _ 7 12% S 7% 7
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Hong Kong - Malaysia Trade Ties
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Malaysia - Hong Kong External Trade (RMm)
ICs (65%)

B Trade balance (Gross exports = Grossimports Semicond devices (9%)
Computers (4%)
Office machine parts (3%)
Phones (3%)

ICs (19%)

Broadcasting equipment (9%)
Telephones (6%)

PCBs (5%)

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 Computers (4%)

Malaysia Top 10 Trading Partners, 2017 (% of total trade) Hong Kong Top 10 Trading Partners, 2017 (% of total trade)
Hong Kong I -.C Vietnam [l 1.7
Korea N 3.7 Malaysia Il 1.7
Indonesia N 4.1 Thailand M 1.7
Taiwan IS 4.4 India N 3.2
Thailand GGG 5.6 Korea M 3.7
Japan I 7.8 Singapore [ 4.2
us I 8.9 Japan M 4.6
EU 9.9 Taiwan M 5.1
Singapore 12.9 Us I 6.6
China 16.4 China | ——— 50.2
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Malaysia ranks high in Chinese Belt & Road investment
SEIR1T )g HongLeong Bank

(USSbn)

Signed Construction Contracts
FDI

+ Total

;ﬁx
B
o

Source: American Enterprise Institute
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Property Investment - Always a favorite for HK ?
SERIT )% HonglLeong Bank

Price (USS/sqm) Gross rental yields (%)

Hong Kong Indonesia
Japan I 16,322 Philippines
Singapore | 13,748 Thailand I 5.1
China I 11,829 Malaysia I ./
India I 10,932 Japan I 2.7
Taiwan IS 10,373 Singapore N 25
Philippines N 3,952 Hong Kong IS 2.4
Thailand [N 3,952 India I 2.3
Malaysia I 3,441 China I 2.1
Indonesia [ 2,823 Taiwan [N 21

5Y Capital Gains (%)

el el Malaysia citizen
India I /1.4 & PR

Philippines I 70.3
Hong Kong I 53.6 Disposal within 3 years from
China I 49.4 the date of property purchase
Malaysia I 3.3
Japan I 31.2
Indonesia I 26.2
Thailand IS 19.1 Disposal in 5thyear

Taiwan N 9.3
Vietnam | 0.7 Disposal in 6thyear and
subsequent year

HongLeong Bank || s —

Companies

Disposal in 4thyear

-6.2 —SingaparEm
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Foreign Exchange Administration Rulings (FEAR)

In and Out Both Possible

SEIR1T )g Hongleong Bank

Incoming funds from abroad into
Malaysia

Exports Non-exports
(services, loans, dividend etc)

|

25% FCA 75% conversion 100% FCA
into MYR*

* If client can provide documents (invoice) showing FC obligation, can keep the funds in FC up to
the amount stated in the documents

Instruction Letter

Example: US$100k incoming, from authcerized

VAN
(a) No import invoice > Client keeps 25% in FCA, 75% convert into MYR Z'anaiores
(b) Import Invoice US$60k > Client keeps US$60k in FCA, US$40k convert into
MYR
(c) Import Invoice US$100k > Client keeps all US$100k in FCA

Hedging HK customers

can pay/ receive
(a)Client is allowed to hedge import/ loan repayment (Bank sell USD) up to 6 months; beyond in MYR terms

6 months > need BNM prior approval l

(b)Client (exporter) is allowed to hedge (Bank buy USD) up to 6 months from shipment date; BN 11 KoL f1-F Lo i TN (-0 10) B
beyond 6 months > need BNM prior approval HLB Hong Kong
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Opportunities from ASEAN + HK FTA?

Scope of the FTA:
v'Trade in goods
v'Trade in services
v'Investment
v'Economic & technical
cooperation
Y'Intellectual property
v'Dispute settlement

Potential benefits:

v'Lower custom duties imposed
by ASEAN and fewer
restrictions will help improve
overall competitiveness of
Hong Kong in the international
market

v'Better and fairer investment
protection

v'Provide a platform for HK and
ASEAN to extend its market
reach

v'Business opportunities
offered by Belt & Road
Initiative (BRI)

| E2FZIR1T D3

(2005)

ASEAN-China

ASEAMN-Koraa
(2007
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ASEAN-Hong Kong ASEAN-India
{Entry into force  # {2010)
’
~ \11January£ﬂl‘3} E

ASEAN-Australia-Mew Zealand

(2010)
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Malaysia-specific agreement:

1.Malaysia will eliminate custom
duties on ~85% of tariff lines
within 10 years; from as much as
35% currently

2.Products included:

v'Apparel & clothing accessories
v'Jewellry

v'"Machinery & electronics
v'Watches & clocks

v'Toys, games & sport requisites

3. Malaysia will allow an
aggregate foreign interest of up
to 30% or RM10m (US$2.5bn) in
value on M&A and takeovers,
double WTO commitment of
RM5m

4. Malaysia will open urban
planning and landscape
architectural services, and
maritime freight forwarding
services

HongLeong Bank /|| H .



Disclaimer
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DISCLAIMER

This report is for information purposes only and does not take into account the investment objectives, financial situation or particular needs of any particul ar
recipient. The information contained her ein does not constitute the provision of investment advice andis notintended as an offer or solicitation with respecttothe
purchase or sale of any of the financial instruments mentioned in this report and will not form the basis or a part of any contract or commitment whatsoever.

The information contained in this publication is derived from data obtained from sources believed byHong Leong Bank Ber had (“HLBB”) to be reliable and in good
aith, but no warranties or guarantees, representations are made by HLBB with regard to the accuracy, completeness or suitability of the data. Any opinions
expressed r eflect the current judgment of the authors of the report and do not necessarilyrepresent the opinion of HLBB or any of the companies within the Hong
Leong Bank Group (“HLB Group”). The opinions reflected herein may change without notice and the opinions do not necessarily correspond to the opinions of
HLBB. HLBB does not have an obligation to amend, modify or update this report or to otherwise notify a reader or recipient th ereof in the event that any matter
stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate.

HLB Gr oup, their directors, employees and representatives do not have anyresponsibility or liability to any person or reci pi ent (whether by reason of negligence,
negligent misstatement or otherwise) arising from any statement, opinion or information, expressed or implied, arising out of, contained in or derived from or
lomission from the reports or matter. HLBB may, to the extent permitted by law, buy, sell or hold significantly long or short positions; act as investment and/or
commercial bankers; be represented on the board of the issuers; and/or engage in ‘market making’ of securities mentioned herein. The past performance of
inanci al instruments is notindicati ve of future results. Whilst every effortis made to ensure that statements of facts made int his report are accurate, all estimates,
projections, forecasts, expressions of opinion and other subjective judgments contained in this report are based on assumptions considered to be reasonabl e as of
he date of the documentin which they are contained and must not be construed as a representation that the matters referred to therein will occur. Any projections
or forecasts mentioned in this report may not be achi eved due to multiple riskfactors i ncludi ng without limitation mar ket volatility, sector vol atility, corporate actions
he unavailability of complete and accurate information. No assurance can be given that any opinion described herein would yield fawrable investment results.
Recipients who are not mar ket professional or institutional investor customer of HLBB should seek the advice of their independent financial advisor prior to taking
any investment decision based on the recommendations in this report.

HLBB may provide hyperlinks to websites of entities mentioned in this report, howewver the inclusion of alink does notimply that HLBB endorses, recommends or
approves any material on the linked page or accessible fromit. Such linked websites ar e accessed entirely at your own risk HLBB does not accept res ponsi bility
atsoever for any such material, nor for consequences of its use.

This reportis not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any state, country or other
jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This reportis for the use of the addressees only and may|
not be redistributed, reproduced or passed on to any other person or published, in part or in whole, for any purpose, without the prior, written consent of HLBB.
[The manner of distributing this report maybe restricted bylaw or regulation in certain countries. Persons into whose possession this report may come ar e required
o inform themselves about and to observe such restrictions. By accepting this report, a recipient hereof agrees to be bound by the foregoing limitations.
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