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Housing Finance Market

yﬂ\ Mortgage Originators in Malaysia:-

Private sector plays a dominant role in development in Malaysia

Private Sector

« Commercial Banks
(Conventional and Islamic Banks)

* Development Financial Institutions

* Others : Insurance Companies,
Co-operatives, Developers

* Public Sector Housing
Financing Board

Public Sector

yﬁ\ Housing Loans Outstanding to GDP:-
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Housing Finance Market (contq)
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Financial Institutions’ Exposures to the
Property Market

= Banks remained the largest lenders to the domestic property market
= Asatend 2017, out of RM817.3 billion of banks’ exposures* to the property market,
90% is related to the purchase of residential and non-residential properties

Share RM817.3bil RM21.1bil RM11.8bil
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Banks Development Financial Insurers and Takaful
Institutions and a Buiding Operators
Society

H Investment in properties
Corporate Bonds/Sukuk issued by property developers, held by financial institutions
Bridging financing for construction and development of properties
Working Capital for construction and development of properties
End financing for non-residential properties
® End financing for residential properties

*As at end 2017, banks’ total exposure is at RM 1,584 billion. Source: Central Bank of Malaysia



Characteristics of Housing Loans in Malaysia 6

Tenure 10-15 years Max 35 years
Interest Rate Fixed (8% -12% p.a) Floating - Dalily rest
Monthly rest or Teaser rate for first
few years
Repayment Amortising Amortising or Step-up
Repayment Schedule
Structure Conventional Conventional and
Islamic
LTV = 80% = 90%
Auction Process 2-3 years Within 1 year

Special Housing Quota for individual/ No quota
Loans banks for housing
loans below RM25K



Home Ownership: Government'’s Policy

Government

Policy

F = Increase supply of housing to the market

= Provision of adequate, affordable and quality houses

=  Enhancing accessibility to housing finance supply

= Encourage home ownership

Objective of housing policy
* to increase accessibility to adequate, affordable and quality houses

Actively promote home ownership since 1970s
 especially among the lower and middle income groups



Measures Introduced by the Government

Over the years, the Government continues to introduce new measures to
facilitate the housing finance system and also to curb house price speculations.

1980

Withdrawal from
account1is
allowed in the
Employees
Provident Fund
for the purchase
of a house

Among the measures introduced :

2007

Exemption of
real property
gains tax

50% exemption
of stamp duty on
purchases of
houses below
RM250, 000

2009

Personal tax
relief of up to
RM10,000 a
year for three
years on interest
paid on housing
loans

2013

70% loan to
value (LTV) ratio
for 3" property
or above

Ban of
developer’s
interest bearing
scheme (DIBS)

Maximum loan
tenure of 35
years

—O0—O0—O0—O0—O—

Provision of
adequate, afford
able and quality

houses for all
Malaysians in
various income
levels with the
introduction of
many affordable
housing
schemes



Government Assisted Financial Schemes

» Provision of adequate, affordable and quality houses for all Malaysians in various income
levels with the introduction of many housing schemes

Service/Product Offering

= Guarantee scheme to enable applicants above 18 years old with
good repayment capability but without fixed income, to purchase
their first home priced up to RM300,000(USD75,000)

Housing Credit
Guarantee Scheme

» Guarantee scheme that enables applicants below the age of 40
years with monthly income of up to RM5,000 (USD1,250) - for single
and RM10,000 (USD2,500) — for married couple to purchase their
first home of up to RM500,000 (USD125,000).

My First Home Scheme

» Financing facility with guarantee facility to assist single or married
youths between 21 to 45 years old, with income of up to RM10,000
(USD2,500) to own their very first home. The Government is also to
aid monthly instalments of RM200 (USD50) per month for a period
of 2 years to help buyer to pay for the instalment or interest of the
mortgage.

Youth Housing Scheme

Housing Special End Financing facility to assist applicants above 21 years old to

Financing Scheme purchase homes with flexible loan repayment.
RM1 = USD4



Role of Regulator

The Central Bank of Malaysia take a responsible and measured approach to
ensure Malaysia’s housing market remains strong and stable.

The regulatory enhancements include:

Strengthen risk management standard and corporate

governance practices by financial market players

Effective policies in place for development of housing ]

finance system J

Comprehensive and robust regulatory and supervisory

framework and effective surveillance
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Measures Introduced :
Guidelines on Responsible Financing
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FSPs : Financial Service Providers
EPF : Employee Provident Funds
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The market situation in mid 1980’s

. B

There was a need in the market for an institution to:-

= Function as intermediary between primary lenders and
investors of long term funds; and

Ii

)
L e—

L Gt = Take on role of credible issuer of mortgage securities




Technical Committee Set Up

1980

e A Committee set up by Central Bank of Malaysia (BNM) recommended the establishment of

a secondary mortgage market

e  The proposal was not implemented because of the trend of interest rates at the time not

conducive to the introduction of a secondary mortgage market

February 1986

e A new Technical Committee was set up to:

- explore the feasibility of a secondary mortgage market
- propose viable instruments for such a market
- determine the essential requirements for setting up of an institution to act as an

intermediary between primary lenders and investors

14



Recommendations of the
Technical Committee on the Development
of the Secondary Mortgage Market

~

To achieve the national objective of promoting house ownership
,the potential buyers of houses need to have access to housing
loans at reasonable cost. The primary lenders, i.e. the financial
institutions which provide the mortgage loans to the house
buyers, can continue to provide such loans only if they
themselves have access to funds at an economical cost and
for a longer tenure than their usual short-term deposits. One
way to cater for the needs of the financial institutions is to make
their housing loans self-financing or be the basis for raising
longer term funds.

Thus, on 20 November 1986, the Technical Committee on the
Development of the Secondary Mortgage Market, comprising
representatives from the Association of Banks, Association of
Finance Companies, Association of Merchant Banks and Bank
Negara Malaysia (the Central Bank of Malaysia), proposed that
a mortgage corporation should be set up as a public limited
company in Malaysia. The main function of the corporation is
to buy housing loans from the primary lenders and, based on
its holdings of such loans purchased, to issue debt securities to
finance the purchases.

Recommending that it be owned by banks, finance companies
and Bank Negara Malaysia, the corporation would have the
credit standing to borrow large sums at lower cost than the
primary lenders could do on their own.

The bonds issued by the mortgage corporation, known as
Cagamas Berhad, would become the medium for trading in a
secondary mortgage market through which long-term investors
and investors in fixed-income securities could channel their
investment funds. To attract the investors and to minimise the
costs of issue and transfer of the bonds, certain regulatory and
legislative changes and fiscal advantages would have to be
considered.

It was recognised that the measures proposed by the Technical
Committee would help to add depth and sophistication to the
Malaysian capital market and assist in the growth of home
ownership. Hence, the incorporation of Cagamas Berhad as
the National Mortgage Corporation in December 1986.

v

/
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The move to a Secondary Market

As a direct result of the needs of the market, Cagamas Berhad was incorporated in
December 1986 as the National Mortgage Corporation with the following objectives:-

Alleviate the liquidity problem and reduce funding
mismatch within the banking sector

Reduce the risk of unfavorable changes in the
difference between the cost of funds of the primary
lenders and the rate of return on their housing loans

Spearhead development of the private debt
securities market

16
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Company Overview

Entity Name Cagamas Berhad
Bank Negara Malaysia (20%)

Shareholders _
Commercial and Investment Banks (80%)

Credit Rating A3 Stable (Moody’s) / AAA (RAM) / AAA (MARC)

Date of Incorporation 2 December 1986

= Established by Bank Negara Malaysia to support the national agenda of
increasing home ownership and promoting the development of

Objectives Malaysia’s capital markets
= Development and promotion of Islamic finance within Malaysia
= Through the issuance of conventional bonds and sukuk, Cagamas funds
the purchase of housing loans and house financings through its
Purchase With Recourse (PWR) and Purchase Without Recourse
(PWOR) schemes.
= By doing this, Cagamas is able to provide liquidity to financial institutions
_ at a competitive cost, encouraging them to provide additional housing
Business Model loans and house financings to new applicants at an affordable cost.

= The PWR and PWOR schemes have now been expanded to include
other loans and financings such as SME loans, infrastructure financing
and industrial hire purchase / leasing receivables.

= Guarantee housing loans and home financings under Mortgage
Guarantee Programme (MGP)




Ownership Structure

Investment
Banks
7.2%

Central Bank
of Malaysia
20.0%

Commercial
Banks
72.8%

19



Regulatory Environment

yﬁ\ Governed by the following regulations under the respective authorities:-

Bank Negara Malaysia

* Financial Services Act 2013 (FSA) and Islamic Financial
Services Act 2013 (IFSA)

Securities Commission

* Capital Markets and Services Act 2007

@ Bursa Malaysia

& BURSA « Electronic Trading Platform

V HALAYSHA

Laws of Malaysia

+ Companies Act 2016
+ Labuan Companies Act 1990

20
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Regulatory Environment (contq)

()

Regulatory support received :-

—— I—

10% risk weight under the Risk Weighted
Capital Ratio framework

Class-1 liquefiable assets status under
the liquidity framework

4% vyield slippage under the liquidity
framework

Exempted from Single Customers Credit
Limit (SCCL)

Mode of primary issuance is through
Principal Dealers’ network

Holdings by insurance
classified as low risk asset

companies
* A scheduled institution under Banking

Financial Act (BAFIA)

* Access to domestic interbank money
market (sole corporate participant)

20% risk weight under the Risk Weighted
Capital Ratio framework

Class — 2A under Liquidity Coverage Ratio
(LCR)

Liquidity Framework superseded by Liquidity
Coverage Ratio (LCR)

Subject to SCCL of 25% of the total capital
funds

Mode of primary issuance is not through
Principal Dealers’ network

Holdings by insurance companies classified
as credit facilities

Registered persons status under the Capital
Markets and Services Act 2007 (CMSA)

Access to domestic interbank money market
(sole corporate participant)



Strategic Business Model

Cagamas Berhad

’ Liquidity Model ‘

’ Securitisation Model

’ Guarantee Model |

Conduit

Structure

Product

for

Mortgage Originators

Purchase
assets with
recourse
(PWR)

$
Sales
proceed

I

Sells $
Cagamas ond/Sukuk
Bond/Sukuk proceed

Purchase $
assets Sales
without proceed

recourse

(PWOR) asset Warehousing

Sells ABS

Cagamas MBS

PWR
Composition of total Asset FY2017 : 65%
Net income FY2017 : 20%

Liquidity Management
Hedging

PWOR/ Securitisation

Composition of total Asset FY2017 : 35%
Net income FY2017: 80%

Capital Management
Risk Management
Portfolio Management

Guarantee
Guarantee
Fee
(MGP) Mortgages

Cagamas SRP

Unfunded

22

Mortgage Guarantee Programme/
My First Home Scheme/
Youth Housing Scheme

Capital Management
Risk Management
Portfolio Management



Housing Finance Solutions to the Market

Providing liquidity and hedging to mortgage

financiers — PWR programme

Promoting origination of longer tenure house

financing

—  Longer tenure financing of up to 35 years
—  Demand for houses has strengthened and

house financing is more affordable

Generating strong competition among FIs to grant

house financing. Provide access to competitively

priced funds, resulting in easy access to affordable

house financing (particularly the low cost sector)

23

Developing innovative structures for
mortgage financiers — mortgage
guarantee under the My First Home
Scheme (SRP) and Youth Housing
Scheme (SPB) to promote home
ownership among young working

adults

Linking the mortgage market to the
capital market — development of the
Residential Mortgage Backed Securities
(RMBS) market for both conventional

and Islamic
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Housing Finance Solutions (contq)

6.8
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o
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RM Billion

)
/n\ Asset Purchased of PWR/PWOR
billion in 2017 was due to Fls
meeting net stable funding ratio 6.1 57
(NSFR) for more stable funding
requirements by 2019 and the need l
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/ﬁ\ Mortgage Guarantee Facility by CSRP Berhad

+  Significant growth in both SRP and SPB since = 1,600.00 8,000 \
5 § 1,400.00 7,000
Ut . . , . = 1,200.00 6,000 «

*  No deterioration of credit profile for both schemes £ 1 000.00 —~ 5,000

+ Government continue to support schemes via 2 800.00 4,000 %'
allocation of guarantee fee fund £  600.00 + 3,000 g

«  Asat 31 Dec 2017, guarantee provided by CSRP g ‘2‘88-88 il i'ggg =
has enabled 9,840 individuals/household to own < ] _'

. - c T T
their first home 8 2011 2012 2013 2014 2015 2016 2017
Year
B SRP Principal Outstanding SPB Principal Outstanding

\ No. of SRP Loans == No. of SPB Loans /




Purchases and Issuances

yn\ Total Issuances

(MYR biltion)
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Issued MYR312.1 billion to the financial market and
successfully redeemed MYR272.5 billion with no default .
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Cumulatively refinance housing loans in the secondary
market equivalent to MYR142 billion or around
1.9 million houses .
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Proactive Asset and Liability Management

Match-Funding Polic

All assets purchases
funded by bonds of
matched size and
duration

Liquidity Ratio

%ility to pay off short
term debt obligation.
Ratios are higher than
1.0

FAST Member

Facility Agent of its own
debt securities as a
FAST member

W, .
The duration gap of the
Company shall not

exceed 6 months

Approved Interbank

Institution

Interbank borrowing and
repurchase agreement
(REPO) as Approved
Interbank Institution

RENTAS Member

ntraday credit facility
rom BNM as RENTAS

ember

Liquidity Gap Limit

Net funding requirement
by assessing all cash
inflow against outflows

“Registered Persc
unde

1

Issuance and distribution
of its own debt securities
as “Registered Person”
under CMSA

Strong Shareholders’
Fund (SF)

Strong SF as additional
source for liquidity needs

26



Proactive Asset and Liability Management

(cont’d)
B
/ﬁ\ Outstanding Bond/Sukuk and Assets
(MYR billion)
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Cagamas practices a strict match-funding
policy where all asset purchases are funded
by bonds/ sukuk of matching policy size,
duration and self- sufficient in cash flows

Cagamas also imposes a duration gap limit
to manage liquidity and interest/profit rate risk

The maturities of the assets and liabilities are
also matched as close as possible

Cagamas also places limits on maximum
shortfall (30% of shareholders’ funds) to
meet maturing liabilities

27



28

Role and Impact

Funds at reasonable cost

Providing Financial Institutions
with funds at reasonable cost
through its ability to generate
high investor demand for its
issuances

Reducing maturity mismatch

Contribute to greater financial \
stability by reducing the maturity
mismatch in banking system

Issuances of quality papers

Enhancing the quality of the
Malaysian capital market from
issuances of quality credit
papers

Enhance liquidity \

Enhance liquidity to the financial T
sector including during times of
liquidity crunch

\ Cagamas
Development of Capital \ - Innovative Sukuk

Market |
Spurring development of F Providing innovative sukuk to
Corporate Bonds/ Sukuk market \ cater for the growth in Shariah
in Malaysia compliant instrument in

Malaysia



Key Achievements

Cumulatively issued a total of RM312.1 bil
(USD78 bil) bonds and sukuk

Cumulatively refinanced housing loans in the
secondary market worth up to RM142 bil
(USD35.5 bil) or 1.9 million houses

Provided guarantees for housing loans totaling
RM2.1bil (USDO.5 bil) , enabling 9,840
individuals/households to own their first
home under My First Home Scheme and
Youth Housing Scheme

Establishment of USS$5bil Conventional and
Islamic Multi Currency Euro Medium Term
Note Programme (EMTN) in 2014

Maintained local credit rating of AAA by RAM
and MARC, denoting its strong capitalisation,
robust asset quality, stable profitability,
prudent risk management and sound
corporate governance

Developed and structured innovative
Islamic financial instruments and
solutions

Issued Malaysia’s first Residential
Mortgage-Backed Securities (RMBS) and
world’s first rated Sukuk Musyarakah
RMBS

Cagamas’ model is well regarded by the
World Bank as a successful secondary
mortgage liquidity facility

Executed ASEAN’s first synthetic
securitisation of SME loans and issued
secured Credit Linked Notes

Issued inaugural RMB denominated
bonds and settled via RENTAS

29



Cagamas Berhad (157931-A)
Level 32, The Gardens North Tower
Mid Valley City, Lingkaran Syed Putra
59200 Kuala Lumpur
Malaysia

Tel: +603 - 2262 1800
Fax: +603 - 2282 9125

Cagamas “ 25 :

www.Cagamas.com.my

Thank you
Cagamas M‘

National Mortgage Corporation of Malaysia



Disclaimer

This presentation is confidential and has been prepared by Cagamas Berhad (“Cagamas”) for selected recipients for information purpose
s only and may not be retransmitted, reproduced or distributed to any other person or published in whole or in part, for any purpose. In pa
rticular, neither this presentation nor any copy of it may be taken or transmitted into the United States, its territories or possessions, or dist
ributed, directly or indirectly, in the United States, its territories or possessions. Any failure to comply with this restriction may constitute a
violation of U.S. securities laws.

The information in this presentation is subject to verification, completion and change. No representation or warranty, express or implied, is
made or given by or on behalf of Cagamas or any of its shareholders, directors, officers or employees or any other person as to the accur
acy, completeness or fairness of the information or opinions contained in this presentation. Neither Cagamas nor any of its respective sha
reholders, directors, officers or employees nor any other person accepts any liability whatsoever for any loss howsoever arising from any
use of this presentation or its contents or otherwise arising in connection therewith.

Certain statements contained in this presentation may be statements of future expectations and other forward-looking statements that are
based on third party sources and involve known and unknown risks and uncertainties. Forward-looking statements contained in this prese
ntation regarding past trends or activities should not be taken as a representation that such trends or activities will continue in the future.
There is no obligation to update or revise any forward-looking statements, whether as a result of new information, future events or otherwi
se. You should not place undue reliance on forward-looking statements, which speak only as of the date of this presentation.

Any securities, financial instruments or strategies mentioned herein may not be suitable for all investors. The recipient of this presentation
must make its own independent decision regarding any securities or financial instrument. This presentation does not, in any matter whats
oever, constitute an offer or invitation to sell, or any solicitation of any offer to subscribe for or purchase, any securities and nothing contai
ned herein shall form the basis of any contract or commitment whatsoever. In particular, it does not constitute an offer or invitation to subs
cribe for or purchase any securities.

Cagamas does not intend to register any portion of any proposed offering in the United States or to conduct a public offering of any securi
ties in the United States.



