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CHAIRMAN’S
MESSAGE

The EPF is fortunate to have envisioned the necessity
for all organisations to evolve and future-proof

their strategies. We have drawn from almost seven
decades of experience to help us plan for the future,
knowing from past financial crises and recessions,
that in every season of adversity, the winners have
been those who were bhoth prepared and agile. This
has led us to ensure that we are at all times in a
constant state of preparedness and to take a diligent
approach in managing risks and crises.

2019 was a tumultuous year as we balanced our efforts in
upholding our commitment to our members, employers, and
staff, and at the same time, accelerating our efforts to propel EPF
into the new decade.

SOLID PERFORMANCE IN SPITE OF A VOLATILE YEAR

The year was certainly volatile and challenging with many events
driving market instability. Political tensions around the globe,
including Brexit and the Hong Kong protests, added to the
tensions arising from the ongoing economic standoff between
the US and China. These slowed down the global economy and
impacted almost all markets.

Despite the unstable environment, we managed to pull through
with a reasonably solid performance to deliver a Simpanan
Konvensional dividend of 5.45% and Simpanan Shariah dividend
of 5.00%, substantially above the 2.50% minimum mandated by
the EPF Act 1991. On a rolling three-year basis, the EPF declared
beyond our target of 2.00% real dividend over three years. The
real dividend for Simpanan Konvensional stood at 4.33%, which is
2.33% above our three-year rolling target of 2.00%. For Simpanan
Shariah, the real dividend stood at 3.93%, 1.93% above the
target.

TAN SRI SAMSUDIN OSMAN
Chairman

Our results are a testament to the success of our strategies,
combined with the commitment of the EPF staff, and anchored
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on our vision to achieve the very best that
we can for our members’ well-being and
future.

Focus and determination were the two
driving factors that guided the EPF
workforce through 2019's many storms.
The established legacy of our 69-year-
old organisation also provided the much
needed institutional knowledge and
wisdom to guide our team.

We also had the continued backing of the
deeply experienced and highly capable
members of the diverse EPF Board,
representing our primary stakeholders

of employees, employers, and the
Government.Thanks to them, we were
empowered with the independence to
make any difficult but necessary decisions.

However, it was our members who really
pushed us to achieve our goals in spite of
the many challenges. With their implicit
trust, we were focused on ensuring

that we fulfilled our mandate and were
determined to not let them down.

Combined, these internal and external
factors ensured that we saw through the
storms of 2019 and rode the waves of
opportunities whenever they arose.

Nevertheless, we remain acutely cognisant
of the need and urgency to embrace the
grit and ability to evolve, so that we remain
relevant in a time when uncertainty and
unpredictability are the new norms.

LEARNING FROM A DECADE OF CRISIS
When | first took the helm in 2007, the EPF

was already a well-established institution
with a reputation for stability. It was my

Our
Division Reviews

priority then to ensure we continue to
uphold the trust of our members as we
entered a decade marked by the Global
Financial Crisis, which began just over

a year into the start of my tenure, and
the following seasons of slow economic
growth.

Since early 2000s, the EPF's investment
has been guided by a disciplined approach
under its Strategic Asset Allocation
(SAA) to ensure that the investment is
optimised while ensuring its ability to
meet its mandate despite the volatility
in the market. Under the SAA in 2019,
51% of EPF's investment assets is
allocated in Fixed Income Instruments,
36% in Equities, 10% in Real Estate and
Infrastructure, and 3% in Money Market
Instruments.

Our SAA has made us resilient as we
navigated the turbulent markets of the
2010s. Having most of our money in
government bonds and other fixed income
instruments ensured a reliable stream of
returns while keeping our members’ hard-

Our
Financials

earned capital preserved. At the same time,
despite some years of lacklustre market
performance, our investments have added
value on top of these savings by delivering
returns above inflation.

In 2019, our exposure to global assets,
which stood at 30.3%, contributed

to 41% of the total gross investment
income, cushioning the declines and
underperformance from the domestic
markets. We also believe that our
diversification efforts into global markets,
which effectively began in 2006, continue
to be an important factor contributing

to our success through difficult periods.
Nevertheless, we continue to be a major
investor in the Malaysian market with
almost 70% of our total investment assets
invested domestically.

In our efforts to diversify our investments
strategy, we also outsourced 14.4% of
the total investment asset to external
fund managers across multiple domestic
and global mandates in equities and fixed
income assets.
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| am pleased to record 2019 as the third
consecutive year that the EPF recorded a
gross investment income of over RM50
billion for the benefit of our 14.60 million
members. This is equivalent to a 6.53%

return on investments for over three years,

a significant premium over fixed deposit
rates.

SUSTAINABILITY AS THE WAY
FORWARD

Towards the middle of the last decade,
there was a growing global consensus in
favour of sustainable investing being more
crisis-resistant and the better performing
option for the long term.

In 2016, we introduced Simpanan Shariah
as an option for our members to grow
their savings with only ethical investments
that are Shariah-compliant, that is, without
the elements of riba (interest), maysir
(gambling), and gharar (uncertainty in
contracts) often found in investments

in conventional banking and insurance.
Under Section 43A of the EPF Act 1991,
we established a Shariah governance
framework to oversee the Shariah
compliance aspects of this scheme.

In just three years, the idea of Shariah
compliant investing has gained significant
ground as 880,375 of our members opted
to switch to Simpanan Shariah, reaping a
rolling average real dividend of 3.93%.

With the issues of climate change, good
governance, and social responsibility

Our Performance
Thus Far

gaining ground, we eventually signed the
United Nations-supported Principles of
Responsible Investing (PRI) in April 2019.
This displayed our commitment towards
responsible investing and Environment,
Social, and Governance (ESG) best
practices while protecting the long-term
interests of our members. We are very
encouraged that our ethical principles
are now recognised as a fundamental
investment direction and governance
practice for our investee companies.

EMPOWERING OUR MEMBERS WITH
THEIR OWN FINANCIAL DECISIONS

While we keep every investment decision
rooted in safeguarding our members’
retirement savings, we have always
understood that a significant number of our
members wanted to personally manage
some of their own investments. For many
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years now, the EPF Members Investment
Scheme (MIS) has been instrumental

in allowing members the flexibility of
managing a portion of their own EPF
savings. As at end 2019, there were 0.96
million members under the scheme with
total Assets Under Management (AUM) of
RM53.6 billion.

In August last year, we took the
opportunity to embrace financial technology
by introducing i-Invest, a self-service online
platform which allows eligible members to
invest in unit trust funds from the i-Akaun,
as an enhancement to the existing MIS.
The move also bridged our ongoing efforts
to improve members’ financial literacy
while making sure that they stay on course
to reach the Basic Savings Level needed
for retirement.
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EVOLVING THE EPF FOR THE FUTURE

Over the years, | have been privileged

to witness the EPF growing into an
organisation that accounts for more than
14.60 million members with over half a
million employers, and approaching close
to RM1 trillion in members’ funds. While
the EPF benefits from the scale that such

a fund provides, there is also a real risk of
being too rigid or too big to change. Hence,
we have always recognised the importance
of adaptability and the need to stay agile so
that we are always relevant.

In this light, our willingness and
commitment to move into digital
solutions spearheaded by the Operations
Transformation Agenda have reaped
rewards. The i-Akaun, expanded into a
mobile application in 2013, has enabled
both members and employers to transact
and monitor their contributions online. |
am happy to report that as of December
2019, 52.06% of our members and 99.36%
of our employers are registered with the
i-Akaun.

Our efforts to digitalise our brick-and-mortar
services have given us the opportunity to
upskill our front counter personnel into
Retirement Advisory Service (RAS) officers,
leveraging on them as the face of EPF

to help and guide our members in their
financial planning. This transformation is a
uniquely EPF one, and | am grateful that it
has added value to the lives of not just our
members, but our EPF family as well. Since
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its introduction in July 2014, the EPF’'s RAS
is now available in 52 branches with 83
qualified RAS officers across the nation.

In 2019, a total of 82,958 members have
received financial advice from our RAS
officers.

REDEFINING A BETTER FUTURE

The EPF also embraces its mandate as a
moral obligation to create the conditions for
a quality retirement, for all Malaysians. As
we come to terms with a combination of
rising costs of living, high household debt,
and stagnating wages, we no longer see
growing retirement funds as the means
to all ends. That would mean addressing
all contingent needs such as shelter,
healthcare, and nutrition, and making the
necessary shift in focus to longer-term,
wider-ranging issues surrounding the
economy, environment, and society that
require urgent attention.

Having this in mind, we convened the
International Social Well-Being Conference
2019 (ISWC 2019) with the theme of
Shaping Destiny - Between Hope and
Extinction, to cover a multitude of well-
being topics arising from real-world
challenges, including the trust economy,
talent strategies, ageing populations,
and defining happiness. The conference
was a renamed evolution of the former
International Social Security Conference,
reflecting our urgency to redefine social
protection in an increasingly competitive,
digitally-driven work environment.

Our
Financials

We have also taken a step beyond the
conventional to redefine who needs an EPF
account. From our data, around 60% of
Malaysians are not covered by any social
security system at all, as they are either
self-employed or working in the informal
sector. We stand firm in the belief that

their economic contribution deserves to be
recognised, and that they be given access to
the benefits of social security.

In the last couple of years, | am glad to say
that our efforts to expand coverage to these
groups have begun to gain ground, with the
increased uptake of both i-Suri and i-Saraan
schemes. In 2019, we recorded a 28.78%
yearly increase in i-Suri registrations to
81,511 and a total of 120,738 registrations
for i-Saraan, a 22.11% increase from 2018.

CONFRONTING A RAPIDLY CHANGING
WORLD TOGETHER

As | write this, the world has been further
plunged into even more turbulence as
nations entered into various states of
economic lockdown to prevent the spread
of COVID-19. Countries once thought strong
and mighty have fallen to their knees as
they scramble their resources and adapt
their healthcare policies in order to save
lives. Businesses have been severely
impacted, and whole industries such as
tourism, hospitality, and aviation, have come
to a complete standstill as countries closed
their borders, rightly favouring the need

for health and safety above the need for
economic growth.
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The measures taken to stem the pandemic
have had devastating effects on economies
everywhere. In this time of severe crisis,
the capacity to survive and prevail is highly
dependent on the extent of preparedness
together with the ability to quickly adapt
and redirect our course, if need be.

The EPF is fortunate to have envisioned
the necessity for all organisations to evolve
and future-proof their strategies. We

have drawn from almost seven decades

of experience to help us plan for the
future, knowing from past financial crises
and recessions, that in every season of
adversity, the winners have been those
who were both prepared and agile. This
has led us to ensure that we are at all
times in a constant state of preparedness
and to take a diligent approach in managing
risks and crises.

Our Performance
Thus Far

For many years now, the EPF has
embarked on its journey of transformation,
having long had a view of how a digital
world will impact its members. To this
end, we have enabled ourselves with the
systems, tools, and capabilities required
in this demanding future. At the same
time, knowing that we must leave no one
behind, we have striven to also empower
the EPF workforce with the means to
reskill and upskill themselves, and provide
them with the support infrastructure to
help them adapt.

| am extremely proud of the EPF team
whose spirit and desire have allowed

them to provide their utmost excellence in
service. This has helped further solidify the
EPF fortress which will weather the storms
to come.
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A PERSONAL THANK YOU

The new decade has already proven to
be unrelentingly volatile, and it is in this
climate that | now leave the EPF in the
hands of my younger but certainly very
capable colleagues. | have served the
EPF since 2007, and the past 13 years
have been a most privileged journey of
national service and personal achievement.
| will always remember fondly the many
moments that | have shared with my
colleagues and now friends, and | thank
you for the honour of allowing me to lead
this rock that is the EPF.

To all of you working hard, day in and

day out, to bring a better future for all
members, | thank you. | also take this
opportunity to express my gratitude to all
our members, employers, and stakeholders
for their trust and support, as well as our
CEO, Management team, and the EPF
Board and Investment Panel, for driving us
toward our noble goals.

| look back with much pride and | look
forward with much confidence, that the
EPF will persevere and continue to be a
beacon of stability through the decades to
come.

TAN SRI SAMSUDIN OSMAN
Chairman
February 2007 — April 2020



