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Introduction

Amanah lkhtiar Malaysia (AIM) is a private trust that serves as a
microfinance institution (MFI) which is provides microfinance to poor
households and low-income households in Malaysia.

The objectivesof AIM are as complementaryagentsof poverty eradication
programsof the Governmentunderthe NationalDevelopmentPolicy

Commenced operations as an action research in 1987 by replicate
micro-credit model of Grameen Bank in Bangladesh, which is a model
of credit through close supervision in Solidarity group.




Definition of Microcredit / Microfinance

MICROCREDIT

|l s a small amount of money | oaned to a clielnt
offered, often without collateral, to an individual or through group lending. Group lending, also known
as solidarity lending, is a mechanism that allows a number of individuals to provide collateral or
guarantee a loan through a group repayment. The incentive to repay is based on peer pressure; if
one person in the group defaults, the other group members make up the payment amount. Individual
lending, in contrast, focuses on one client and does not require other people to provide collateral or
guarantee a loan.

(International Year of Microcredit 2005)
MICROFINANCE

Microfinance refers to loans, savings, insurance, transfer service and other financial products targeted
at low income clients.

(International Year of Microcredit 2005)




Percentage of Households by Income
Group
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Coverage of AIM

AIM has been providing financial services to nearly 84% of poor households in Malaysi:
at the end of 2010 ( End of"®alaysian Plan).
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Hardcore Poor Poor AIM Members '
W 1999 79,800 323,200 75,380
m 2004 53,200 219,700 128,375
02010 17,500 303,000 253,631
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Target Group for 10t Malaysia Plan

- LOW INCOME

- HOUSEHOLD INCOME BELOW
USD 670 / MONTH

STARTING 2011 (10" Malaysian
Plan)

- POOR

-HOUSEHOLD INCOME
BELOW USD 269 / MONTH

- HARDCORE POOR

- HOUSEHOLD INCOME
BELOW USD 150 / MONTH
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SreeningProcess & Strengthening
Credit Discipline

Screening process is to ensure that only eligible
households that only have the financial services

l StrengtheningCredit Disciplineis to ensure
that membersunderstandand comply with
the a C L(suckasAIM) requirements




Requirement of AIM

As substituting for collateral and guarantors, credit discipline required by AlM,;

I. Forming Solidarity groups at 5 persons (equal in level of education, economic,
and knowing each other)

li. Attending the center meeting an hour every week

lii. Saving the Group Fund

Iv. Repay weekly installment for Qard
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Binding to Solidarity in the group through the Pledge;

. It is our responsibility to Allah / God to make efforts to
Increase our income

li. Helping members of the Group and the Centre when they
are in trouble

lii. Using the profits of financing for out poverty

Iv. Encourage the children stay in school

v. Pay back the financing weekly installment

vi. Allah is witness of all that we say and do




Type of Contract

— Service ~—

Charge
(Ujrah) 10%




The Products / Service

Microcredit

Saving

Security

Economic

Education

Multipurposed

Group Saving

Islamic insurance
(Takaful) ,

Welfare fund

USD 345 - 17,200

USD 170 1,720

USD 345 2,900

USD 0.34 5.2

0.006% from amount of
loan / year

USD 0.34 / month

Agriculture, Petty Trades, Fisheries,
Husbandry, Services, Processing

Registration Fee (Tertiary Education),
School Fee, Books, School Uniforms,
Transportation Fee

House repairing, savings, investments,
home renovations, buying an asset,
household consumption

Covered for Loans

Compensate the destruction of the project /
home caused by natural disaster, fire,
hospitalize due to chronic illness or
accident.
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The Disaster Management on Loan

Project failure due to suffering from Deferment Of Repayment Up To 18 months without

chronic iliness, accidents, fires, additional charge
natu_rall dlsablsters, robbery, divorce Restructuring the Up to five years (base on the
N roltlizirs repayment schedule tenure of loan ) without

additional charge

Compensation from Welfare According to the level of
Fund damage / loss

Death Coverage fromTakaful Full coverage




Impact of Microfinance to Household
Income

Monthly Household Income (MYR

1989 (USM)

1990 (AIM)

1991
(SERU,PMD

1993 (AIM)

1995 (AIM)

2005 (USM)

2008 (UUM)

2009
(UKM/PMD)

m Before

142

142

198

223

201

321

514

487

O After

220

460

457

532

760

1904

1750




Status As at September 30, 2011

Description

No. of Branches

No. of Members

No. of Solidarity Groups

No. of Business Centre
Cumulative Loan Disbursed (USD)
Outstanding Balance

Quality of Portfolio (%)

Status
103
275,400
56,306
6,577
2,031,672,073.00
378,406,512.00

99.43




Members Composition by Religion

Muslim, 88.109




Financing by Sector

| Husbandry, 3.349 Education, 1.40 ¢

Agriculture, 13.65¢

|Mu|tipurposed, 28.74‘*

Processing, 5.77

Business, 38.71
Service, 5.67%

Fisheries, 2.72¢




Enhancement in Microfinance

1. MicrofinancePlus(MF+)

Tofight poverty in a more comprehensivavay, Microfinancecanbe associatedvith
other factorseither in M+ Environment(implementprogramsraisingawarenessand
making positive impact on areasof renewable energies,waste managementand
biodiversity),MF + Health (to implement awarenessand prevention campaignsof
malaria, AIDS,and other diseases) MF+ Education(to provide training to micro
entrepreneursand especiallywomen),ME+Rural(to enablebetter developmentof
rural areas)

2. DiversifyingContracts

In addition to the contract Qard AIM is in progressdevelopingthe Commodity
Murabahahcontract systemfor memberswho are willing to increasethe size of
their enterprisesto the SMHevel




Enhancement in Microfinance
Contract : CommoditiMurabahah

Purchasing Commaodity (Pool of Suppliers)

<€
> Suppliers A
Cash Payment @ (@)
— M Commodity
A m Suppliers B
Selllng I Deferred a
Commodity  ayment m Commodity
| o) r Suppliers C
@ '@ Selling BURSA SUQ-SILA K
v | Commodity d Commodity
_ _ e Suppliers D
SAHAB =S Q (Trading & Clearing i
Engine) t Commpdity
AT <« { Supplier E
Cash @ y

Payment



Enhancement in Microfinance : Entrepreneurs
Development
|

Training Developing Entrepreneur Character
Basics of Entrepreneurship
Basic skills (Technical)
Business Enhancement Skill

Business Business Transformation
Development

Human Capital Motivational Program
Development Leadership
Social Skill




