Key Highlights

Financial Stability Review - First Half 2024

Domestic financial markets remained resilient despite heightened global market volatility

Market stress eased after a temporary global equity sell-off
in August
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Orderly domestic market conditions continued to be
preserved, supported by several key factors

Deep and liquid domestic capital markets

Continued participation of domestic
institutional investors

Positive investor sentiment

Manageable foreign exchange risk and
adequate foreign exchange buffers

Credit quality of households and businesses remained sound, underpinned by favourable economic and

labour market conditions

Households’ repayment capacity continued to be sustained, with

further improvements in loans with higher credit risks

Median Outstanding
Debt Service Ratio (DSR)
(Dec. 2023: 35%)

Median Debt-to-Income
Ratio
(Dec. 2023:1.4x)

o Stage 2 Loans Ratio
4.4% (Dec. 2023: 4.8%)

Share of RA'Loans to

Total Household Loans
(Dec.2023:2.2%)

Overall household resilience is further
affirmed by alower share of borrowers that

have both high DSR and low net disposable
income (NDI)

Businesses continued to demonstrate resilience
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Interest Coverage Ratio
(Dec.2023:5.8x)

l ‘ ‘\ Share of Firms-at-Risk

(Overall Business)
(Dec.2023:28.4%)
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Stage 2 Loans Ratio
(Dec.2023:12.4%)

l ‘ ‘ \ Share of SME RA'Loans
to Total SME Loans
(Dec. 2023:5.4%)
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Composition of Outstanding Borrowers in Default? and Distress® by
Borrowers' Debt Service Ratio and Monthly Net Disposable Income (%)
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' Repayment assistance (RA) comprises restructured or rescheduled (R&R) programmes offered by banks and development financial institutions (DFIs) to both
households and businesses respectively, as well as Credit Counselling and Debt Management Agency’s (AKPK) Debt Management Programme (DMP) to

households.
2 Defaultis defined as loan accounts with three months or more in arrears.

3 Distressis defined asloan accounts in delinquency or default, as well as loan accounts under repayment assistance from financial institutions or AKPK.

Source: Bank Negara Malaysia, Bloomberg, Reuters and S&P Capital IQ



Financial institutions remained well-positioned to support financing and protection needs

Banks maintained healthy capital and ... with potential loan losses expected to Insurers and takaful operators continued
liquidity buffers... remain comfortably within available buffers to be well-capitalised

18.4% Total Capital Ratio 1.6% Gross Impaired Loans Ratio ~{\"yA“N Excess Capital Buffers
" o (Dec.2023:19%) - o (Dec.2023:1.7%) billion (Dec. 2023: RM38.6 billion)
Liquidity Coverage Ratio Loan Loss Coverage Ratio* Capital Adequacy Ratio
(/) 0,
155.1% (Dec. 2023:161%) 124.2% (Dec.2023:119.2%) 227% (Dec.2023:222.2%)

Net Stable Funding Ratio Returnon Assets
(0} 0,
115'5 /0 (Dec.2023:118.2%) (Dec.2023:1.2%)

Operational resilience remains a key priority for financial institutions (Fls)

Fraudulent financial
RM_383 transactions successfully
LGS blocked by Fls in 2023

Industry-wide efforts to strengthen

security of online banking Cyber Threat

Intelligence cases
shared on FinTIP
(Dec.2023: 586 Cases)

Improving the management Proactive information sharing

of risks associated with on cyber threatintelligence
third-party service Sre” @ via Financial Sector Cyber
providers (TPSPs) and Threat Intelligence Pla_tform
unmitigated concentration (FinTIP)
Efforts to
Supervisory or enforcement safeguard New BNM guidelinesonIT
?ctions elagai::tlelskthat fail operation al, ) stress btestkinlg to_'f_treng:h(?;
o comply with Ris anks'resilience to
Management in Technology payment and disruptions and
RMiT) requirements cyber-attacks
(LOUCC) settlement d

systemresilience

Enhanced regional

cooperation and oversight Industry migration of

RENTAS payment

::or::ss-ll;r:rts:laefretiolilent transactions to ISO 20022
. pay completed on 1July 2024
linkages

On track to migrate cross-border
payment transactions to ISO 20022
(key payment messages) by
30 June 2025

4 Including regulatory reserves.

Source: Bank Negara Malaysia





