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OVERVIEW

Large floods usually occur in the Eastern states of
Malaysia due to prolonged rainfall, especially in
the month of December.

However, the significant heavy rains which began
in mid December last year had resulted in flooding
in other states including Selangor, Johor, Pahang,
Perak, Negeri Sembilan, Melaka and Sabah.

This has caused destruction to properties and
infrastructure, as well as loss of human lives and
disruption in supply chain.

According to the Department of Statistics Malaysia
(DOSM), the country suffered an overall loss of
RMé6.1 billion due to the unusual floods that hit by
the end of 2021 and in early 2022.

Such events expected to happen more frequently
in the future, particularly in areas of rapid
urbanisation* and increase the risk of floods in the
country.

Source: Irrigation and Drainage Department (DID)
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THE RISK OF FLASH FLOODS HAS BECOME ELEVATED

Petli
5y \)e,'n S
ad “( .'u\ A
\Kedah 3 /
k o {

j \J‘M (va 2 ‘.I‘u'\ ‘/,

Ra o

. % | ii
Pulan Pindng 0,
? ,L(‘—{\:,"j 5 /Kelan[an‘> \\'

Y, ) ~ Terengganu
. Perak f DAl WS gg
Q; , \ l /
ri . /“v N ¢
R SNA Pahang (
\“-‘_. ¢ \‘}
Sela\ngoﬁ_,_._ '
Kuala Lumpurf// " f
Negeri Seml%ilan N
L - St BN S :
b
Melaka/ L
=g Johor \
- {
e \
AT
N\ ¥, NI
\\.J‘ St
70 0 70 Kilometers
—


https://www.thesundaily.my/home/no-excuse-for-poorly-coordinated-disaster-management-XM8680462

OVERVIEW MAJOR FLOOD EVENTS IN MALAYSIA

Property, Material, Crop or
pate /xear “ Other Losses (in USD)

1926

1971

December 1996

Flood known as “The storm forest flood".

Known as “1971 Kuala Lumpur Flood”.

Floods brought by Tropical Storm Greg in Keningau (Sabah
State).

Thousands
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of hectares of

forests destroyed.
More than USDé5.2 million

USD300.0 million

—_—

2000 Floods caused by heavy rains in Kelantan and Terengganu. Millions
December 2004  Asian Tsunami. Millions
December 2006  Floods in Johor State. USD489.0 million
& January 2007
2008 Floods in Johor State. USD21.2 million
2010 Floods in Kedah and Perlis. USD8.5 million (Aid alone)
2011 & 2012 La Nina in 2011 and 2012 which brought floods. NA
r Heavy and continuous rainfall over two days which started on  Thousands of houses, cars
December 2021 17 December resulting in severe floods was said to be the and other properties were
I worst in 50 years affected Hulu Langat, Shah Alam, Klang and  destroyed.

-

other parts of the country.

g

Sources: Various studies
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- RAINFALL DISTRIBUTION IN DECEMBER 2021 WAS AN ANOMALY

Malaysia experiences two monsoon* seasons: December last year was an anomaly with flash
floods occurred in many states, making it the worst
flood since 1971.

Southwest Monsoon (SWM)- May to

@ September Rainfall Distribution (mm) during 18 December

v" Normally signifies relatively drier Year

weather.
States 2018 2019 2020 2021 Y-o-YChange
Dec-18 Dec-18 Dec-18 Dec-18
Selangor 211481%
Northeast ~ Monsoon  (NEM)-  [RTRATATINTN 0,04 2239.25%
Nove.mber 1'0 MCII'C.h . Sources: National Hydraulic Research Institute of Malaysia
v' Brings heavy rainfall, specifically (NAHRIM) & News
to the east coast states of . )
Peninsular Malaysia such as The continuous dow.npour which lasted 24 hours
Kelantan, Terengganu  and over the weekend (i.e. 18 December) was equal
Pahang. to the average rainfall for a month.

*Monsoon is defined as a seasonal wind alteration accompanied by
corresponding changes in precipitation.
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RAINFALL DISTRIBUTION HAS BEEN ON AN UPTREND

Total of Rainfall in Peninsular Malaysia, mm
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Source: National Hydraulic Research Institute of Malaysia
(NAHRIM)
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UNPRECEDENTED FLOODS IN SELANGOR

v" Many areas in Selangor submerged in water, rendering
major roads impassable and forcing many victims to be
evacuated to relief centres (PPS).

v' The floodwaters in Taman Sri Muda, Shah Alam subsided at
a very slow rate due to jammed sluice gate which was
supposed to have a manual or hydraulic override to pump
out water in the event of power failure.

v' Experts reported that this was due to:
= Continuous heavy rain
= Unstructured urban planning
» Poor maintenance of drainage system
» Landslides
= Monsoon fransition

ECONOMIC RESEARCH Page 7
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OLD DAM STRUCTURE IS ONE OF THE CAUSAL FACTORS

Dams in Malaysia
v 34 out of 103 dams are tagged as ‘high’ for natural disaster
classification.

v Most of the dams were constructed between the year 1906 — 2012,
having Bukit Merah Dam as the oldest and Bakun Dam as the latest.

v' Dams build in Malaysia are mainly operated for:
= Water sources (61)
= Hydroelectric (16)
= |rrigation, drainage and flood mooring (16)
= Agriculture (7)
= Recreation (2)

v The flood that took place at Bertam Valley, Cameron Highlands has
triggered concerns from many on the Emergency Response Plan
(ERP) of the dam executed by TNB.

v Issues related to dam safety and management system include:
=  Old dam structure
= Climate change
= Land use e.g., deforestation
= Inferference at dam water catchment areas
v" Uncontrolled land use near the water catchment areas will cause:
» Landslides

»  Sedimentation that will reduce the capacity of a dam to hold
water, and therefore, excessive water will overflow.

ECONOMIC RESEARCH

Tragedy Sultan Abu Bakar Dam, Ringlet

v In 2019, TNB was required to pay damages to 100
residents due to negligent in releasing water from
the dam 3 times on the night of 23 October 2013.

v This has resulted in a disaster including the loss of 4
lives and property damages.

v' TNB had only installed a water inflow measurement
instrument at the dam after the incident, despite
the dam having been built in 1963.

Page 8
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CLIMATE CHANGE IN SOUTHEAST ASIA

Impacts of Climate Change to Key Sectors in Malaysia

According to MOSTI (2020), by 2100, the following events will occur:

Prolonged Dry Spells

» Rice quality will be affected.

= Harms livestock health &
productivity.

= Disrupts dairy production.

i = Adrop by 10% of rubber production.

§ = Fallinrice yields in the range of 5.9%

- 30.9% if temperature increases by

2.0°C by 2050.

Rise in Sea Level & Sea Surface
Temperature

= Saltwater intrusion & coastal erosion
will occur and subsequently affects
ports & jetties by 2050.

» Fish habitats & cafches, and
mangrove degradation will  be
affected.

Floods & Rise in Temperature

= Decreases palm oil production.

= QOil palm will be prone to floods, due

/ to increase in area from 68,531 ha fo
7 384,275 ha (+460%) in 2050.

ECONOMIC RESEARCH

ASEAN members conclude the following

as

the consequences of climate

change*:

v
v

High level of extreme poverty

High dependency on sectors that are
directly affected by climate change

Pre-existing pressure from disasters

High level of economic activity on
CcoaQasts

High propensity to migration
High deforestation rate
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https://asean.org/wp-content/uploads/2021/10/ASCCR-e-publication-Final-12-Oct-2021.pdf
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WHAT ARE THE

FYFY="SSall 1. ECONOMIC SHOCKS

v A clear indication of climate change- The GDP: Agriculture, y-0-y%

rainfall data reveals an increasing trend of

rainfall in Malaysia (refer to page 6). 10.0% Lower palm oil produc’ri.on caused by floods in
v Experts foresee that as globol temperature Lo the eastern states of Peninsular Malaysia.
rise, much more rain wil fall in extreme 8.0% r\
downpours. l
v" The warmer the atmosphere, the more 6.0% ﬂ
moisture it can hold, which means rainfall will 40%
be greater and more intense.
v Severe flooding due to heavy rainfall- Thus 2.0%
infict a huge negative impact to the
economy, society (public  properties 0.0% V
damage, death), businesses, as well as 0%
industrial activities.
-4.0% U U
-6.0% -5.6% -41% -5.8%
8.0% M -8.6%
-10.0%
1Q2011 3Q2014 1Q2018 3Q2021
1 Production affected by El Nifio.

Adverse weather conditions and plant disease, as well as ageing free
population.

ECONOMIC RESEARCH Sources: CEIC, BNM, MPOB Page 10
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EAYOSRLEIN 5 RISING COSTS OF PRODUCTS

IMPACTS?

heavy roads were severely affected warehouse leading to supply
rainfall :> blocked I:> and logistics operations |:> chain disruptions

v Hence, the prices of goods could rise even higher at a time when businesses are transferring their
surging production costs to consumers following higher demand conditions and transportation costs.
v Based on our computation, there is a positive correlation between consumer prices and rainfall

distribution in Malaysia which currently stands at 64.0%.
v Apart from that, the ongoing pandemic has amplified the food price shocks by severely hampering

food production and distribution.
v Therefore, severe flood events may increase the risk to the nation’s food security at a time when the

country is constantly relying on food imports for domestic consumption.

Trade Deficits of Foodstuff, RM Billion

-1
-1

(€5

o

(¢

Malaysia’s deficit in international food trade has been widening at a 7.7% 20- Year
-20 Compound Annual Growth Rate (CAGR) with a record-setting RM22.7 billion during

11M2021 in order to meet the country’s consumers’ needs and demands. 927
-25 - .
N - C A o L A W - L B S AN SIS I SIS B B B NS N RN
S A R R N A S S U S S NS
Sources: CEIC, BNM, MPOB N
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THE IMPACTS OF
MAJOR FLOOD Riatllaah It

Around 15 major flood events which took place since 1998, the “December 2021 major flood”
event was one of the worst hydrological disaster to ever hit the country.

T

The intensity and frequency of natural disasters occurring throughout the world have been
increasing at an alarming rate. ;

The risks are likely to amplify towards the well-being of society, environment and most importantly
the economy. !

Government needs to spend huge amount of resources to mitigate the issues..

v To recall, the region affected by the flood which happened in 2014 sufferedl
approximately RM 2.9 billion loss. |
v A total of RM800.0 million of government allocation was needed for repairs ond:
reconstruction of critical infrastructure such as schools, hospitals, roads and i

. [
bridges. i
v Already, the allocation to mitigate flood events has risen significantly from RM3.0 :
million per year during 2MP (1971-1975) to RM16.0 billion during 12MP (2021-2025). |

[
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ool [efR1} (o] B WHAT DO WE THINK ABOUT THIS?

The importance of disaster management and mitigation:

Maintenance

v Even though the area of disaster management has received
considerable atftention due to the previous experiences,

Malaysia is still not prepared for it due to poorly coordinated Business
management. TR Continuity

v The recent flood has highlighted the need for better . Lifocyels
coordination among the government agencies, NGOs and Sgﬁ"f:;ﬂn"

businesses in order to ensure such calamities will be mitigated
effectively.

Prepare for the impacts of climate change:

v In a grand scheme of things, the recent calamities would highlight the importance of adhering the
Environmental, Social and Governance (ESG) principal, be it from economic policies and corporate
strategy.

v' The transition towards ESG is a lifelong journey as policy makers are still grappling with the common
playbook that will be adopted by the industry players.

v' Thus far, the investing community is at the forefront in respect to adopting the ESG principles. Based
on the latest, United Nation Principles for Responsible Investment (UNPRI) statistics, the number of the
signatories have increased more 4300 globally in 2021. This goes to show that accessing funds from
the institutional investors may have to take the ESG matrix info consideration whenever a company
decides to undertake a cash call exercise.

v We believe the Islamic Financial Institutions (IFIs) have the upper hand in this regard. Clearly, the ESG
principles are very much in tune with the 5 Maqasid Shariah (Protection of Religion, Life, Property,

Health and Lineage) that talks about 5 key principle. So it is almost a natural progression for the IFls.

ECONOMIC RESEARCH Page 13



CONCLUSION

WHAT DO WE THINK ABOUT THIS?

Rising number of PRI signatories globally indicate higher adoption of ESG principles:

PRI signatory growth in 2020 - 2021

AUM, total number of signatories and number of asset owner signatories all increase

Assets under management (USS$ trillion)
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=#==Number of AOs

Number of Signatories

“Total AUM include reported AUM and AUM of new signatories provided in sign-up sheet that signed up by end of March of that year.

More than 4,300 investors worldwide

Have signed the Principles for Responsible Investment

Nethertands:
B=sEn Na-:e:
. ux: 309 (+22)|
;’:o?.:';;’"" 119 (=10)
Canada:
201 (+16)

234 (+25)

8741 (+1132)

CEE&
37
- > ¢
France: Germany &
343 (+39) Austria
us: j

Switzertand
187 (+26)

=P
Middie East:
i | 27 (+6)
Latin America (ex. Brazil): - -
96 (+
P Brazil: Africa:
105 (#+14)

106 (+17)

1: As of 30 September 2021

2: Net new signatones since 1 Apell 2021

Source: UNPRI
ECONOMIC RESEARCH

China:

72 (+16) )
Japan:
= 99 (+5)
rest I
of Asia:
181 (+39)

Australia & NZ:
242 (+28)
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UNPRI signatories in Malaysia

Institution Signature Date

Bintang Capital Partners 29-Dec-21
Bee Alternatives Limited 24-Aug-21
Pheim Asset Management Sdn Bhd 17-Aug-21
Crea8 Capital 13-Oct-20
Principal Asset Management (SEA) 3-Dec-19
Singular Asset Management 10-Oct-19
BIMB Investment Management Berhad 26-Jun-19
Employees Provident Fund 1-Apr-19
Xeraya Capital 23-Mar-18
Navis Capital Partners Limited 21-Feb-18
Retirement Fund (Incorporated) (KWAP) 7-Feb-18
Khazanah Nasional Berhad 1-Feb-17
Corston-Smith Asset Management 6-May-08

v ESG has become the integral part of
the companies
decided not to address the ESG risks, they
operations,
price
in a

investing principle. If

may find their
financing  costs
performance will be
profound manner.

business
and share

impacted
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DISCLAIMER BANK(ISLAM

Produced and issued by BANK ISLAM MALAYSIA BERHAD (Bank Islam) for private circulation only or for distribution
under circumstances permitted by applicable laws. All information, opinions and estimates contained herein have
been compiled or arrived at based on sources and assumptions believed to be reliable and in good faith at the
fime of issue of this document. This document is for information purposes only and has no regard to the specific
investment objectives, financial situation or particular needs of any specific recipient. No representation or
warranty, expressed or implied is made as to its adequacy, accuracy, completeness or correctness. All opinions
and the content of this document are subject fo change without notice and may differ or be confrary to opinions
expressed by other business areas or groups of Bank Islam as a result of using different assumptions and criteria. No
part of this document may be used, reproduced, distributed or published in any form or for any purpose without
Bank Islam’s prior written permission.
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