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Why did digital banking emerge and is gaining prominence?

Just as many businesses have evolved over the decades, financial services industry has also
experienced changes on how it operates and serves its customers. The following are the key
themes that have given rise to changes in the financial services sector.
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[' Customer-First

Common customer pain points:

= Products do not meet their needs
= |nflexibility

= Transaction costs

= Addressing Financial Inclusion

.‘: I." Culture and Conduct of
\v financial services providers

= Conduct perception of banks due to
misconduct issues

= |Lower operating costs expected from
zero branches, less people resources

* |mproved efficiency and productivity
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EEE Technology and the
"kl Environment

= Evolving products and consumption
patterns due to technology

= Availability of technology to support
organisations and meet customers’
needs

= Moving towards a cashless society

-
= )) Interaction Speed

= [ ess manual process, e.g. onboarding,
credit approval process

= Responsiveness to customers

© 2021 KPMG Management & Risk Consulting Sdn. Bhd., a company incorporated under Malaysian law and a member firm of the KPMG global organization of independent

member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.




A Malaysia digital bank can be the platform to reach unserved
and underserved markets

A BNM survey found that only 8% of the Malaysian population did not have a deposit account or were
‘unbanked’ (2018: 96%). Whilst 92% of Malaysians feel that they may have access to banking services
in the conventional sense but may be unserved or underserved in terms of suitability and affordability of
the financial products and services that are currently being offered.

SME Market

Retail Market

30-39y.0

Main priority is to settle debt
faster followed by savings to
retire comfortably
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Of those employed in the army,
police or manufacturing sectors
cannot pay for a RM2,500
medical expense

A41%

Of those aged between 30-39
are unable to pay RM1,000 in
case of an emergency

/8%

Of Malaysian’s need to
borrow to buy essential
goods

/0-29Y0

Subscribe mostly to car loans,
followed by education loans
and then personal loans

Consumers wants a
simple and easy to use
product with a quick
turnaround times and
easy access

L—

Customers demand
more than just financial
services from a bank

N

Consumers want
targeted product to be
marketed to them

—

Both businesses and
households are
becoming increasingly
more tech-capable

N

Customers welcome
wider range of financing
options

L—

Suffering from increased
competition

Facing fluctuation in consumer
demand

Of SMEs report facing issues
retaining their labour force

Factoring volume tripled in the
last 6 years

Requires a larger amount of
loans for business operations

Sources: 1. AKPK Financial Behaviour Survey (2018)

2. BNM SME Survey — FSPS Report 2018
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How KPMG can help?

Our professionals have a ready execution plan that can help you throughout your digital banking journey.
With access to regional and global expertise in the financial services sector, we can provide the
following services:

Business Plan and Partnership Assessment

A. Business strategy development
= Develop business strategy (covering technology advisory support) that
includes clear business model, right target segments and product offerings;
and in line with BNM financial inclusion agenda

= bB-year financial projections including assumptions and output
B. Partnership assessment
= Facilitate discussions and negotiations between potential partners

= Advising on the consortium structure and terms

Digital Bank License Application Support

A. Preparation and submission of application pack
= Assist in the preparing application documents

= Review submission documents

= Facilitate submission to BNM

B. Rounds of Q&A and clarification with BNM
= Assist in the preparation and compilation of presentation slides under the
direction of your company

= Assist in any BNM queries arising, for up to when BNM approval is obtained

Independent External Validation Services for License Application
= Review on the comprehensiveness of the business plan

= Provide assurance on the pro-forma financial statements and commentary on the
key assumptions of the pro-forma financial statements

Operationalization Project Management

= Develop project charter including business impact and level of effort, business
owners and measurable milestones/metrics

= Core platform technology vendor management

= Advisory services during operationalization

We also have a committed team of specialists in strategy & partnership,
regulatory and compliance, technology, operations, risk management,
AMVL/CFT, governance & sustainability and data analytics that are ready
to provide you with comprehensive advisory guidance.

Some or all of the services described herein may not be permissible for
KPMG audit clients and their affiliates or related entities.

Contact us for a consultation today.
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Some or all of the services described herein may not be permissible for KPMG audit clients and their affiliates or related entities.

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or
entity. Although we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of
the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate
professional advice after a thorough examination of the particular situation.
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