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FY2016 Results Round-Up
The 2016 financial year has been challenging both 
externally and internally and our business performance 
and financial results reflect these.

Amidst a tough operating landscape, the Group 
reported a Profit After Tax and Minority Interests 
(“PATMI”) of RM1,302.2 million, with earnings per share 
of 43.3 sen. Return on equity and return on assets were 
at 8.8% and 1.1% respectively. 

Our top line growth was impacted by moderate GDP 
growth, subdued capital market activities and cautious 
consumer sentiment. 

Net Interest Margin (“NIM”) compression remains a 
major challenge to our performance. From an industry 
perspective, average lending rate has reduced slightly 
as competition intensified given the slowdown 
in economic growth coupled with some stress on 
funding. In 2015, the banking system experienced 
some pressure on liquidity associated with large 
external outflows. The one-month Kuala Lumpur 
Interbank Offer Rate (“KLIBOR”) crept up towards the 
second half of 2015 and only eased following the 50 
bps reduction in the Statutory Reserve Requirement 
(“SRR”) in February this year. This injected close to 
RM6 billion into the banking system. This explains the 
margin compression we faced, which was somewhat 
industry-aligned but more pronounced because of our 
focus on better asset quality and our prudent stance 
on funding and liquidity management.

In our business, NIMs for mortgages and auto finance 
became compressed by between 7 to 9 bps because 
of our strategy of de-risking and selective customer 
acquisition. Margins from better-rated customers 
or those that are a better credit risk are thinner. Our 
intensified collection effort also resulted in less interest 
being earned on late instalments. 

Margins for Wholesale Banking have been squeezed 
as loans growth was flat following loan repayments 
coming in from several large corporate accounts. 
Our funding cost is higher, on average, than our local 
competitors because our ratio of current accounts 
– savings accounts (“CASA ratio”) is lower. We also 

have a higher proportion of wholesale time deposits, 
compared with those from retail and SME customers. 
This led us to hold a higher percentage of stable 
term funding. One of our key priorities for FY2017 
is to continue to improve our funding efficiency by 
improving the mix of deposits and to balance CASA 
by acquiring more payroll and cash management 
accounts. Only then will we be able to relax our stable 
term funding requirement.

Asset quality continued to be a bright spot of 
our performance. We have worked on portfolio-
rebalancing, and this is showing results with high 
recoveries and lower allowances. Our collective 
allowance has decreased, reflecting consistent 
strengthening of our retail portfolio. The gross impaired 
loan ratio for Retail Banking has been trending down 
since we embarked on our portfolio-rebalancing 
initiative. Our Group impaired loan ratio is slightly 
higher at 1.94%, as a result of a few new impairments 
from large and well-secured loans, predominantly in 
the oil and gas, and property sectors.

Drilling down on our non-interest income, the most 
acute decrease is our credit card-related fees. On the 
acquisition front, merchant discount fees declined 
on the back of reduction in acquisition volume in 
tandem with the downward adjustment in consumer 
spending. Fee income from the issuing business 
decreased, mainly due to higher attrition and lower 
card utilisation, which were partly due to broader 
macro factors. We are progressively rolling out new 
propositions, coupled with our new business operating 
model changes. These will enable us to deliver better 
results in FY2017.

Wholesale Banking, our biggest contributor to net 
profit, has had a tough year. Our corporate clients 
are taking a more conservative approach to business 
expansion and investment plans as they face 
uncertainties in the global and domestic economy. 
We saw softer demand for syndicated loans and fewer 
capital market deals executed during the year and 
these were the main drivers for the lower income from 
these activities. Our fund management and brokerage 
businesses were impacted by the less than favourable 
investing climate, as evidenced by both the negative 
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return on the Kuala Lumpur Composite Index and 
the decrease in turnover on Bursa Malaysia. On a 
more positive note, our stock broking market share 
improved because of higher foreign broker trades.

Our global markets’ trading income declined, mainly 
due to weaker foreign exchange (“FX”) trading income. 
It was a volatile period for the local interest rate 
market as we saw the Ringgit depreciate substantially 
against the US Dollar. We were prudent with our 

risk-taking appetite especially with regards to fixed 
income exposure, managing down interest rate risk 
given the initial outlook on the US interest rate hike 
cycle. This helped limit our exposure to bonds, which 
later reversed as the outlook for the United States of 
America and the global economy became clearer. We 
have increased our focus on this business, and the 
effort paid off as we climbed up the FX league table 
and secondary bond trading picked up.
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Our General Insurance Business managed to sustain 
gross premiums against the backdrop of lower vehicle 
sales after the Goods and Services Tax (“GST”) was 
implemented. In fact, the business finished the year 
commendably, with growth in both the motor and 
non-motor segments outpacing the market. Net profit, 
however, decreased year-on-year (“YOY”) as a result of 
lower income from investments.

Despite the successful cost management effort, slower 
income growth, coupled with higher regulatory and 
compliance-related expenses, have weighed on 
our efficiency. Our cost-to-income (“CTI”) ratio was 
58.8%. Excluding the one-off fine due to regulatory 
non-compliance, the underlying CTI would have 
been 57.4%. We have remained proactive in the way 
we manage our expenses. Our priority is to achieve a 
balance between investing for growth and achieving 
cost and operating efficiency.

Finally on capital management, our capital levels 
remain adequate to support our growth plans. As 
we operate solely in Malaysia, we are not expected 
to maintain a countercyclical buffer for overseas 
operations. Our percentage of risk weighted assets 
over total assets of 71% is higher than the industry by 
9%, on average. We have invested in our new internal 
rating based models and we should see the benefits 
progressively, which will drive a sharper focus on 
capital allocation, allowing us better returns.

Business Plan And Strategy
FY2016 is a significant year for AmBank Group as it 
marked the ‘end of a period’ of de-risking our portfolio. 

Beginning FY2017, our new strategic aim is to be a 
key player amongst the top banking groups by the 
year 2020. We will achieve this by embarking on a 
new growth trajectory in our preferred segments and 
strengthening our franchise value.

The starting point of our strategy is to identify the areas 
we want to grow. We plan to capture opportunities 
in the domestic market by building a business that 

delivers sustainable returns and growth, which in turn 
creates significant value for our stakeholders and adds 
value to our customers. The strategic aim is to gain 
market leadership in target growth segments within 
the Retail, SME and Wholesale Banking markets. There 
will be a focus on winning in faster-growing segments 
as well as attaining market leadership in key products. 
To support our strategic priorities, a broader people 
agenda has been developed to ensure we are amongst 
the best domestic employers.

My senior management team and I have placed 
critical focus and effort to develop our new four-year 
Group strategy, and I am pleased to report that the 
Board of Directors has given their endorsement to our 
aspiration roadmap: We aspire to be ‘Top four’ by the 
year 2020. 

Our Top four aspiration can be encapsulated as follows:

•	 	to	 be	 Top	 four	 in	 our	 growth	 segments	 –	 mass	
affluent, affluent, SME and mid corporate

•	 	to	 be	Top	 four	 in	 our	 four	 key	 products	 –	 cards,	
transaction banking, markets and wealth 
management

•	 	to	 sustain	 our	 Top	 four	 positions	 in	 our	 current	
engines – corporate loans, debt and capital 
markets and asset management

•	 to	be	a	Top	four	employer	in	Malaysia.

Using multiple growth strategies over four years, the 
Group plans to expand its market share in selected 
target segments while growing in line with the market 
in other segments. An immediate strategy is to unlock 
latent values across the organisation, leveraging 
on our customer base and internal collaboration 
opportunities. Using digital technology and data, 
the Group’s strategy is to compete in niche ways in 
underpenetrated segments or ‘whitespaces’ that have 
not been served well.

We are determined to achieve our aspirations by 
‘running the Bank better’ and ‘changing the Bank’. The 
Group has set clear targets and milestones to measure 
its progress, placing  emphasis on building business 
momentum and achieving early progressive results. 

Our ‘running the Bank better’ strategy targets value 
creation across the business: prioritising quick wins, 
monetising collaboration opportunities, improving 
funding costs, attracting top talent to build 
competency and increasing efficiency by streamlining 
operations and improving distribution productivity.

Our ‘changing the Bank’ strategy will centre on 
delivering a unique ‘segment-of-one’ value proposition 
to preferred customer segments. We will harness the 
power of digital transformation and use analytics to 
capture new sources of competitive advantage. Other 
key initiatives involve constant review of front-back 
office operating models, capital structure efficiency 
and enhancing marketing whilst continuously 
developing our people and culture.

Dato’ Sulaiman Mohd Tahir (centre) 
presented AmBank Group’s 
new four-year Group strategy 
plans during the Financial Year 
2016 Results announcement 
on Friday, 27 May 2016. Also 
present as panelists were Mandy 
Simpson, Chief Financial Officer, 
AmBank Group (left) and Ganesh 
Kumar Nadarajah, Executive Vice 
President, Group Finance – Business 
Performance & Investor Relations.
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Our customers’ financial needs are constantly evolving. 
We welcome this in AmBank Group as it opens up 
more opportunities for us to serve them better and in 
more innovative ways. We are investing to transform 
our digital banking capabilities; this will allow us 
to improve our efficiency and to respond better to 
our customers’ expectations. We are committed to 
improve the customer experience and grow revenue 
without increasing our cost structure. 

At AmBank Group, we cherish the fact that our people 
are our most valuable asset.  Recruiting and developing 
talented people is high on our agenda. Any business 
that wants to succeed must attract and keep the right 
employees to fire growth, and we will work hard to 
do this. We have infrastructure and capabilities in 
place, such as equipping our staff with mission-critical 
training and development programmes, including job 
rotation to nurture and grow them professionally. 

As we steer towards our aspiration of being a Top four 
employer in Malaysia by 2020, we must also ensure 
that our organisation and our culture are aligned to 
support our strategy. We have recently implemented 
some organisational changes, such as realigning our 
business–critical functions and roles. We have also 
embarked on culture change initiatives, starting with 
the implementation of a refreshed Code of ethics.

The course is set and I would like to assure you that we 
are well positioned for the future. 

Dato’ Sulaiman posing with 
AmBank staff from the 
Bangsar branch during his 
site visit on 1 December 2015.

We employ 10 metrics to measure how well we live 
up to our purpose and our strategic priorities. The 
7 financial metrics used in tracking our success are 
our market capitalisation, revenue growth, return 
on equity ratio, price to earnings ratio, net interest  
margin, cost to income ratio and gross impaired 
loan ratio. The 3 non-financial metrics are customer 
turnaround time and customer satisfaction, our brand 
value, and employee engagement and attractiveness 
to best talent. 

The course is set and I would like to assure you that 
we are well positioned for the future. We at AmBank 
Group are committed to deliver on our aspiration. 

Thank you for your continuous support. 

Sulaiman Mohd Tahir
Group Chief Executive Officer


