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In 2018, the Government initiated a corporate restructuring and reorganisation of Khazanah

(.))

OUTCOME

* Record a pre-tax loss of RM6.3bn in
2018 but return to profitability
in 2019

= wyr/

Leadership
change at Board

REFRESH and Management

¢

Refresh of Khazanah's Review and
mandate and revaluation of

objectives Khazanah's
Investments

Enable Khazanah to generate
sustainable returns on our assets and
grow Malaysia’s long-term wealth
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2018 IN REVIEW




Global markets underperformed in 2018 due to geopolitical tensions and a pessimistic
growth outlook for emerging markets

Slowdown in
global growth

US-China
UsS trade tensions
Federal Reserve
interest rate
hikes

Oil price
volatility

Brexit

Total Return of Major Indices and Khazanah's NWA' in 2018
(in local currency)

1796 pts

2103 pts
-

1158 pts
-

e
%
A

RM116bn

DEC 2017 MAR 2018 JUNE 2018 SEP 2018

1. Net Worth Adjusted: Realisable Asset Value less Total Liabilities and adjusted to measure value created

1690 pts KLCI

1884 pts MSCI World -8.2%
966 pts MSCI Emerging JRIL X ¥4
RM91bn NWA -21.6%

DEC 2018
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% Khazanah’s portfolio was further impacted by domestic developments in 2018

Subdued
4 earnings Regulatory ™\
outlook changes
’ Marl_(gt
axiata volatiliy At
(RM5.0bn) (RMO.2bn)
(-26.9%) (-3.3%)

-
T™h" VI

(RM35bn) @ K’EANS"‘gﬂAL IHH Healthcare Berhad (RM-l Sbn)
(-56.9%)  (RM1.9bn)  (RM1.9bn) (-9.3%)

(-7.9%) (-7.6%)

(21.6%)

2018 NWA return

Contribution to NWA
movement

- Year-on-year TSR
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Long-term performance remains positive, achieving a 11.0% p.a. 10-year return

Realisable Asset Value (RAV) and Net Worth Adjusted (NWA) in RM bn 'I 'I 0 0/
| ‘:' I]'lli.ll

10-year NWA return!

RAV

Market value of all equities, securities
and cash held; where no market price
is available, a conservative estimate of

87 :
value is used
68 75 12
54
32 RAV less Total Liabilities and adjusted
' to measure value created
Dec-08 Dec-09 Dec-10 Dec-11 Dec-12 Dec-13 Dec-14 Dec-15 Dec-16 Dec-17 Dec-18

1 ]O_year return is based on compound annual grOWth rate KHAZANAH NASIONAL BERHAD | KHAZANAH ANNUAL REVIEW 2019 5



Profitability declined due to fewer divestment transactions, less dividend income and higher
impairments during period of transition and unfavourable market conditions

Profit/(Loss) before tax, dividends declared and taxation (RM m)

" (RM6.3bn) |

2018 Loss Before Tax
\_ J

(6,271)
3,217 1,181 1,566 2,896
249
_
126 " 1,500
129 ]
] ——
1,050 129 1.000
300 [
650
2014 2015 2016 2017 2018
Dividends declared . Taxation Profit/(Loss) Before Tax

1. Dividend to government is paid from retained earnings

(RM bn) 2018 2017
Dividend 2.8 3]
received
Dives’_[ment 14 X
gains
Impairment (7.3) (2.3)

Malaysian Aviation
Group Berhad :
-RM3.1bn
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Notable achievements attained in 2018

Selected highlights
TR 130y E AR m Jr S
ERE FrTREES PE{INPE QOUBT ANT FINANCIAL

\\\\\\\\\\\\\

Investment in online-to-offline Investment in private Investment in online Successful completion and
healthcare servicing platform healthcare facility payment services provider launch of Marina One and DUO

Value creation

I

® P H U N N ’4 R E F H H F E T r H IHH Healthcare Berhad E!:(E&-I’Emﬁ
PO on NASDAQ |PO on NYSE Partial divestment! Issuance of USD32Tm

exchangeable sukuk

1. Transaction is SUbjECt to relevant regulatory appmvals KHAZANAH NASIONAL BERHAD | KHAZANAH ANNUAL REVIEW 2018 7



OUR REFRESHED MANDATE




Khazanah's mandate and objectives were refreshed in 2018

(
COMMERCIAL

Grow financial assets
and diversify revenue
sources for the nation

OBJECTIVES

N

STRATEGIC

Hold strategic assets
that bring long-term
economic benefits

OUR MANDATE

Khazanah's role is to grow Malaysia’s long-term wealth

Attain appropriate
risk-adjusted
financial returns

OUR PHILOSOPHY

Generate

sustainable returns

Integrate ethical
and responsible

investing
considerations

J
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Khazanah will pursue its two distinct objectives through a dual-fund investment structure

COMMERCIAL FUND

An intergenerational wealth fund to meet Khazanah's
commercial objective

Targets a return of
Malaysian Consumer Price Index (CPI) + 3.0%
on a 5-year rolling bhasis

STRATEGIC FUND

A developmental fund to meet
Khazanah's strategic objective

Targets a return of:
« 10-year Malaysian Government Securities (MGS) yield
on a 5-year rolling basis; and

Public assets Private assets

b CIMB ax1ata’ GELS @WeLab

EDUCATION
[he <
RN
ﬂ ‘ I/I ““\, Malaysia
3 |I1i]“”'\l

Alibaba.com - -
Q Palantir

IHH Healthcare Berhad

Measureable economic benefits

Strategic assets Developmental assets

v 9@
7T 75 TENASA,, SILIERRA
ISKANDAR
malaygia®p  Chm = westen
é:i‘.ﬁﬁ»’byﬁr'g‘ épu[_g 'EESEQ&?&JL%’#%[S“S MED]NI///,_\
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Khazanah will execute its transitional priorities in the next five years

e e

Strengthen

financial position Rebalance

Commercial
Fund

REVIEWISOVEINANCE:
Structurerand
[TAMEWOri:

Build organisational

capacity
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Transitional Priority 1: Strengthen financial position

y- o

A. Improve operating cost-efficiency

Cost to RAV ratio

30 hps

2018

2019

2020 In line with other funds

xn - 30-33b

2022

1

B. Enhance capital structure through debt reduction

RAY Cover

2.4x

2018

TARGET

2019

2020

RAV Cover

4.0-

2021
2022

5.0x

2023
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B
Transitional Priority 2: Rebhalance the Commercial Fund

Shift to long-term strategic asset allocation

A 7& Diversify portfolio to be more balanced across geographies
- ‘ < and sectors

OO0 Improve risk diversification
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Id (
% Transitional Priority 3: Develop the Strategic Fund

AT
A
STRATEGIC ASSETS
'I Generate enhanced shareholder
-p o TENAGA -
T3 " NASIONAL return for strategic assets
malays:ai)
&puus =
) 2 Achieve commercial sustainability for
é:i’nﬁb’b’ﬁr’é‘ // SILTERRA developmental assets and deliver economic impact
oo ncnvas 3 Identify new strategic investments with capacity to
THEMED ATTRACTIONS MER]L]Y\JI;! f" deliver economic benefit
RESORTS & HOTELS //5'-‘\

DEVELOPMENTAL ASSETS
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% Transitional Priority 4: Review governance structure and framework

Investment Policy Statement

. _ Responsible Investment Policy
'I Update policies, procedures and processes in

line with new mandate and dual-fund structure Treasury Policy

2 Enhance transparency to stakeholders Asset-liability Management Policy

Divisional processes and
procedures
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% Transitional Priority 5: Build organisational capacity

A. Optimise talent for identified business needs B. Enhance IT infrastructure to meet requirements

of dual-fund structure

=y %
8@& ©

 Realign staffing needs with new structure * Redesign business processes and

 Training on critical skills information architecture

* Upgrade systems and applications to

* Revise performance management _ _
support investment operations

system
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% Khazanah remains committed to delivering its initiatives

Selected activities in 2018

KHAZANAH YAYASAN
o RESEARCH
e INSTITUTE HASANAH
TAMQOI:IE;UGU SR s cion v
* 40-acres of forest park with 4 Published two reports in 2018 * RMT119m spent in 2018, in
km of forest trails opened in  The State of Households 2018: Education (75%), Public spaces
2018 Different Realities (14%) and Knowledge (11%)
* |naugural Taman Tugu Eco  The School-to-Work Transition of  Hari Hasanah 2018 held with 22
Day held in September 2018 Young Malaysians Hasanah efforts delivered

KHAZANAH KG)@(D

MEGATRENDS
m krazanan FORUM 2018 EH%EE&ENNEAUSI{OS“%
il NASIONAL UUTREACH
= « KMF 2018 held on 8-9 October 2018 * Graduation of first cohort with Demo Day held on
0 with the theme “On Balance — 14 May 2018
ON BALANCE Recalibrating Markets, Firms, Society « 26 out of 30 finalists have launched products with

Recalégr;gtr;gawgrgg;;lgnrms and People 21 teams generating revenue
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2019 Outlook In Summary

Our focus for 2019

Executing portfolio rebalancing

Strengthening financial position through cost-optimisation and

debt reduction

Developing policies, guidelines and processes for new dual-fund

structure

Restructuring organisation and enhancing capabilities to support

the refreshed mandate

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA



APPENDIX

|
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X

Khazanah's Cashflow Framework

As an investment house, Khazanah's cashflows consists of the following:

Inflow

e Dividend income
e Proceeds from divestments

Outflow

* Reinvestments

* (Operating expenses
including debt servicing

* Dividend to government
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Thank You

Visit our website at www.khazanah.com.my
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