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2QFY23 Results: Huge NOII Gains Boost Earnings

KEY INVESTMENT HIGHLIGHTS
« O6MFY23's Core NP of RM4,604m was Within/Within our[street
forecasts: 50%/49% of full-year forecasts

« Management’s tone: Neutral — there are upsides and downsides

« Core themes: (a) Huge NOII uplift, (b) OPEX issues, (c) Local
deposits contract

« Forecasts unchanged

. Downgrade to NEUTRAL | Unchanged TP of RM9.28 | based on an
unchanged FY24F P/BV of 1.21x

Verdict: Growth drivers are not the most convincing, but
dividend yields still attractive.

Dividend vyields as strong as ever — and now possibly fully
cash.
2. Loan growth looks to be promising, in comparison to peers.

Yays 1.

Nays 1. NIM outlook remains sanguine — especially with sizeable SG
exposure.
OKs 1. Budget allocation for M25+ may not be fully utilised this

year, providing upside to cost in FY23.
2. NOII boost may not be sustainable — upticks are coming
from more opportunistic, MTM-related segments.

6MFY23’s Core net profit (NP) of RM4,604m up by +30%yoy.
Multiple growth drivers: Strong NOII improvement of +56%yoy and lower
provisions offset sharp upticks in OPEX and weaker NII contributions.

2QFY23’s Core NP of RM2,339m up by +3%qoq. Stable NII and
huge +63%qoq jump in NOII offset higher loan provisions, OPEX and tax
charges (provisions are not fully tax-deductible).

Loan growth surprisingly leaped by +2.4%qoq, in a quarter where most
peers performed badly, largely driven by overseas contributions. In
contrast, deposits rose by a muted +0.6%qoqg. GIL was well managed,
falling -3bps qoq to 1.47%

Have a look at:

RM1.5b allocated for M25+ in FY23 may not be fully utilised. So
far management has only utilised ' of the budget — they believe the full
budget may not be fully utilised this year. The remainder could instead
be pushed back the following year. This could provide upside to cost
control in FY23, though FY24 could take a hit.

A more moderate 2HFY23 for OPEX. 1HFY23’s personnel costs rose
by a sharp 15.5%yoy. This was due to the one-off Collective Agreement
— a normalised figure would be closer to the ~11% range. The Collective
Agreement was RM144m which makes up ~4% of 1HFY23's personnel
costs.
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Downgrade to NEUTRAL
(Previously BUY)

Unchanged Target Price: RM9.28

RETURN STATISTICS

Price @ 30 August 2023 (RM) 9.11
Expected share price return (%) +1.9
Expected dividend yield (%) +7.2
Expected total return (%) +9.1
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Price performance (%) Absolute Relative
1 month 0.9 0.6
3 months 5.1 1.9
12 months 15 4.8
INVESTMENT STATISTICS
FYE Dec FY23F FY24F FY25F
| Core NP (RM m) 9196 9,828 10,649
CNP growth (%) 12 7 8
| Div yield (%) 6.7 7.2 7.8
Gross DPS (sen) 61.5 65.7 712
P/BV (X) 1.2 1.2 1.1
BVPS (RM) 7.4 7.7 8.0
| ROE (%) 10.5 10.9 11.4
MIDF/Street CNP (%) 99 100 102
KEY STATISTICS
FBM KLCI 1,451.94
Issue shares (m) 12,054.1
Estimated free float (%) 36.1
Market Capitalisation (RM’'m) 109,330.9
52-wk price range RM8.26 - RM9.08
3-mth avg daily volume (m) 8.7
3-mth avg daily value (RM’'m) 76.9
Top Shareholders (%)
Amanah Saham Nasional Bhd 38.1
EPF Board 13.0
Yayasan Pelaburan Bumiputra 6.8
Analyst
Samuel Woo

samuel.woo@midf.com.my
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Local deposits contract as part of NIM optimisation exercise. Maybank has followed some of its peers in letting
pricier FDs mature without renewal. As a result, MY deposits have contracted by -2.6%qoq — these were largely corporate
deposits. Mgmt guides that the bulk of this has been done within the quarter, and 3QFY23 should assume positive growth
once more.

NOII see huge uplift, but no guarantee that this is sustainable. Maybank’s quarterly NOII jumped by a whopping
+63%qoq, +121%yoy. While core fees remained relatively stable, the more opportunistic treasury & markets segment rose
by RM670m in 2QFY23 to RM1.53b in this quarter. Management guides that only a small proportion of this (the realised
profit segment) is expected to be remotely recurring in nature.

Forecasts unchanged. We maintain our current earnings forecasts, though we tweak FY23’s NIM and NCC figures to
reflect latest guidance.

Key downside risks. (1) Poor cost control, (2) Further NIM compression, (3) Weaker than expected NOII recovery.

Downgrade to NEUTRAL call: Unchanged GGM-TP of RM 9.28. The TP is based on an unchanged FY24F P/BV of
1.21x. As the positives for Maybank has already been priced into its share price, we downgrade to NEUTRAL. (GGM

assumptions: FY24F ROE of 10.9%, LTG of 3.0% & COE of 9.5%) [ |
Fig 1: QoQ P/L walk (Quarterly results) Fig 2: YoY P/L walk (Quarterly results)
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Fig 3: YoY P/L walk (Cumulative results)
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Fig 4: Quarterly results

FYE Dec (RM m)
Net interest inc.
Islamic banking inc.
Non-interest inc.
Net income
OPEX

PPOP

Loan provisions
Other provisions
JV & Associates
PBT

Tax

NCI

Reported NP

Core NP

Total NII
Total NOII

Gross DPS (sen)
Core EPS (sen)
Gross loans

Gross impaired loans
Customer deposits

CASA

Ratios (%)

ROE (Ann.)

NIM (Reported)
NOI/Net income
Cost/Income

NCC (Ann.) (bps)
GIL ratio

Loan loss coverage
CASA ratio

L/D ratio

CET-1
Source: Maybank, MIDFR

2Q FY23
3,208
1,851
2,251
7,310
(3,420)
3,889
(562)
(13)

55
3,370
(972)
(59)
2,339
2,339

4,825
2,485

29.0
19.4
605,835
8,912
628,070
223,037

2Q FY23
10.4
2.14
34.0
46.8
38
1.47
126
35.5
94.7
15.2

1Q FY23
3,228
1,791
1,305
6,324
(3,052)
3,272
(360)
67

77
3,056
(723)
(67)
2,265
2,265

4,797
1,528

18.8
501,714

8,895
624,440
231,396

1Q FY23
10.1
2.19
24.2
48.3
25
150
129
37.1
92.9
15.1

2Q FY22
3,511
1,766
1,030
6,306
(2,894)
3,412
(838)
(319)
44
2,300
(751)
(59)
1,489
1,489

5,183
1,123

28.0
12.5
515,332
10,425
608,155
272,036

2Q FY22
7.0
2.41
17.8
45.9
60
1.81
119
44.7
92.6
15.0

Yoy (%)
-9
5
119
16
18
14

-96
26
47
29

57
Y4

121

n.m.
55
5.3
-14.5
Sk
-18.0

Yoy (ppts)
3.3
-0.27
16.2
0.9

Qoq (%)
-1
3
73
16
12
19
56
-119
-28
10
34
-12

63

n.m.
3
24
0.2
0.6
-3.6

Qoq (ppts)
0.2
-0.05
9.8
-15
13
-0.03

-1.5
1.8
0.1
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1H FY23
6,436
3,642
3,556
13,634
(6,473)
7,162
(922)
54

132
6,426
(1,696)
(126)
4,604
4,604

9,622
4,012

29.0
38.2

1H FY23
10.2
2.16
29.4
47.5

il

1H FY22 Yoy (%)
6,838 -6
3,436 6
2,285 56
12,559 9
(5,624) 15
6,935 3
(1,281) -28
(472) -112
93 41
5,275 22
(1,637) 4
(102) 24
3,536 30
3,536 30
10,077 -5
2,482 62
28.0 n.m.
29.7 29

1H FY22 Yoy (ppts)
8.4 1.9
2.38 -0.22
19.8 9.7
44.8 2.7
46 -15
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Fig 5: Retrospective performance (Income Statement)
Surprise? . Surprise?
Qoqg/Yoy IS Qog/Yoy

Qtr value 10.4% Decent quarter, with heavy provisions and OPEX offset by
massive NOII gains.

Metric Notes (Cum = Cumulative, Qtr = Quarterly)

RM mil 2,339

(0]14)Y 0
Core 25% of FY CNP Qtrly

NI Qoq 3% NS -1 10.1%
57% t-4 7.0%

Yoy

Cumvalue 10.2%

RM mil 4,604

Within our forecast

Cum 50% of FY CNP Cum
SRS \vithin consensus ROE

49% of FY CNP
30%

8.4%

Yoy

Contraction was well within expectations.

Management has grown much more pessimistic on MY
Qtr value 214 outlook, subsequently lowering its overall NIM forecast.

Cum value 2.16

Qtr (Qoq) -5bps

Qtr (Yoy) -27bps

Cum (Yoy) -22bps

As expected As expected

NIl NIM

Qtr (Qoq) 1%
Qtr (Yoy) -7%
Cum (Yoy) -5%

+Ve surprise % NIl 66%  Huge uplift coming from treasury side.
tr Core fees remain flattish.
Qtr (Qoq) 63% % NOII 34%
Qtr (Yoy) 121% % NII 71%
Cum
cum (Yoy)  62% % NOII 29%

As expected As expected Collective agreement elevates personnel costs.

Qtr value 46.8%

(O0LS3/A Cum value  47.5%

Qtr (Qoq) 129% UL O (Qog)  -1.5%
Qtr (Yoy) 18% Qtr (Yoy) +0.9%
Cum (Yoy) 15% Cum (Yoy) +2.7%

OPEX

Source: Maybank, MIDFR



Malayan Banking Berhad - [“ ﬂ,

Friday, September 01, 2023

Fig 6: Retrospective performance (Balance Sheet, Dividends, and anything extra)

. Surprise? . Surprise? _ : _
Metric Qog/Yoy Metric Qog/Yoy Notes (Cum = Cumulative, Qtr = Quarterly)
+ve surprise Strong loan growth driven by SG segment, which is a bit
Qoq 2 4% of a positive surprise.
Loans Dragged by -0.1%qoq contraction in MY segment.

Yoy 5.3%
YTD (FY) 3.2%

Management is letting pricier corporate FDs expire as part
of its NIM strategy.

As expected As expected

Qoq 0.6% NNy Qoq -3.6%
Yoy 3.3% KLUUN Yoy -18.0%
YTD (FY) 2.1% YTD (FY)  -7.3%

As expected

W/D \/alue now  94.7%
ratio ol +1.8%
+2.1%

As expected
Value now  35.5%
Qoq -1.5%
-9.2%

Yoy Yoy

Well maintained.
Some uptick in RSME segment but management assures us
BEe Y Value now  126% its well provided for, mostly stemming from RA programmes.

ratio Qoq 3%
Yoy +7%

As expected

As expected

1.47%
-3bps
-34bps

Value now

Qoq
Yoy

As expected As expected

Decent provision Cum Decent provision
Value now  38bps NE@N Value now  31bps
t-1 25bps cc

t-4 60bps t-4 46bps
Very healthy level Div announced Very healthy.
As expected Div As expected This dividend was aII-_cash. Management intends to provide
CET1 further full-cash deposits.
Value now 15.2% VoYY Payout 76%

Qoq 0.1%

Source: Maybank, MIDFR
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Fig 7: Targets, Achievements, and Outlook

Targets

ROE

CIR

NIM

NOlIl

Loans

Deposits

% CASA

Loan/Depo

GIL ratio

NCC (bps)

LLC

CET1

Div payout

FY23F

10.5-11.0

<47.5

-25bps

-5-8bps
from 2.39

30-35

40-60

Source: Maybank, MIDFR

1H FY23

10.2

47.5

2.16

62% (yoy)

3.2 (YTD)

2.1 (YTD)

35.5

94.7

1.47

31

126

15.2

76

Notes (Red: New guidance, Strikethrough--Guidanee-is-ne-longerpertinent)

Includes RM1.5b allocated for M25+, which will likely not be fully utilised this year
(and instead passed on to next year). This provides potential benefit in FY23 (at
FY24’s expense).

SG exposure provides more compression pressure than peers in 2HCY23.

MY: ~5%yoy / IDN: 6-7% / SG: Low-to-mid single-digit growth (Upside to SG likely,
given able to acquire sufficient liquidity).

>13% is comfortable

Final dividend could be fully cash as well.
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FINANCIAL SUMMARY
INCOME STATEMENT

FYE Dec (RM m) Fy21
Interest income 17,205
Interest expense (5,171)
Net interest income 12,034
Islamic banking inc. 7,573
Other operating inc. 5,842
Net income 25,448
OPEX (11,519)
PPOP 13,930
Loan allowances (2,659)
Other allowances (571)
JV & Associates

PBT 10,887
Tax & zakat (2,565)
NCI (225)
Reported NP 8,096
Core NP 8,096
Total NIl 19,089
Total NOII 6,359
BALANCE SHEET

FYE Dec (RM m) Fy21
Cash & ST funds 57,521
Investment securities 210,702
Net loans 541,888
Other IEAs 26,674
Non-IEAs 48,707
Total assets 885,491
Customer deposits 588,968
Other IBLs 133,568
Non-IBLs 73,896
Total liabilities 796,431
Share capital 53,156
Reserves 33,005
Shareholders' funds 86,162
NCI 2,898
Total equity 89,060
Total L&E 885,491
Total IEAs 836,784
Total IBLs 722,536
Gross loans 553,789
CASA 267,147

Source: Maybank, MIDFR
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FINANCIAL RATIOS

FYE Dec (RM m) FY21  FY22 FY23F FY24F FY25F
Interest (%)

NIM 2.33 2.42 2.32 2.35 2.34
Return on IEAs 2.10 2.53 2.47 2.65 2.62
Cost of funds 0.73 1.05 1.05 1.20 1.15
Net interest spread 1.37 1.48 1.42 1.46 1.47

Profitability (%)

ROE 9.5 9.6 10.5 10.9 11.4
ROA 0.9 0.9 1.0 1.0 1.0
NOII/Net income 25.0 25.1 25.1 25.1 248
Effective tax rate 23.6 311 23.0 23.0 23.0
Cost/Income 45.3 46.4 47.5 47.5 45.0

Liquidity (%)
Loan/Deposit 92.0 93.6 93.7 93.6 93.5
CASA ratio 45.4 39.1 375 36.0 34.0

Asset Quality (%)

GIL ratio 1.99 157 1.80 1.75 1.72
LLC ratio 108 127 110 100 100
LLC (w. reserves) 120 154 132 122 122
Net CC (bps) 49 38 35 34 32

Capital (%)

CET 1 16.1 15.7 15.2 15.0 14.9
Tier 1 capital 16.8 16.4 15.9 15.7 15.6
Total capital 19.5 19.1 18.6 18.4 18.3

Growth (%)

Total NIl 14.6 8.4 0.6 5.1 2.0
Total NOII (21.6) 9.0 0.8 5.0 0.2
Net income 2.8 8.5 0.7 5.1 15
OPEX 2.6 11.2 31 5.1 (3.8)
Core NP 24.9 1.7 11.7 6.9 8.3
Gross loans 5.7 6.0 515) 44 4.1
Customer deposits 5.9 4.4 54 4.7 4.3
CASA 16.3 (10.0) 11 0.5 (1.5)

Valuation metrics

Core EPS (sen) 67.6 68.8 76.8 82.1 89.0
Gross DPS (sen) 58.0 58.0 61.5 65.7 71.2
Div payout (%) 83 84 80 80 80
BVPS (RM) 7.2 7.2 7.4 77 8.0
Core P/E (x) 135 13.2 11.9 111 10.2
Div yield (%) 6.4 6.4 6.7 7.2 7.8
P/BV (x) 13 13 1.2 1.2 11
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MIDF RESEARCH is part of MIDF Amanah Investment Bank Berhad (197501002077 (23878 — X)).
(Bank Pelaburan)
(A Participating Organisation of Bursa Malaysia Securities Berhad)

DISCLOSURES AND DISCLAIMER

This report has been prepared by MIDF AMANAH INVESTMENT BANK BERHAD (197501002077 (23878 — X)) for distribution to and use by its
clients to the extent permitted by applicable law or regulation.

Readers should be fully aware that this report is for information purposes only. The opinions contained in this report are based on information
obtained or derived from sources that MIDF Investment believes are reliable at the time of publication. All information, opinions and estimates
contained in this report are subject to change at any time without notice. Any update to this report will be solely at the discretion of MIDF
Investment.

MIDF Investment makes no representation or warranty, expressed or implied, as to the accuracy, completeness or reliability of the information
contained therein and it should not be relied upon as such. MIDF Investment and its affiliates and related BNM and each of their respective
directors, officers, employees, connected parties, associates and agents (collectively, “"Representatives”) shall not be liable for any direct,
indirect or consequential loess, loss of profits and/or damages arising from the use or reliance by anyone upon this report and/or further
communications given in relation to this report.

This report is not, and should not at any time be construed as, an offer, invitation or solicitation to buy or sell any securities, investments or
financial instruments. The price or value of such securities, investments or financial instruments may rise or fall. Further, the analyses
contained herein are based on numerous assumptions. This report does not take into account the specific investment objectives, the financial
situation, risk profile and the particular needs of any person who may receive or read this report. You should therefore independently evaluate
the information contained in this report and seek financial, legal and other advice regarding the appropriateness of any transaction in securities,
investments or financial instruments mentioned or the strategies discussed or recommended in this report.

The Representatives may have interest in any of the securities, investments or financial instruments and may provide services or products to
any company and affiliates of such BNM mentioned herein and may benefit from the information herein.

This document may not be reproduced, copied, distributed or republished in whole or in part in any form or for any purpose without MIDF
Investment’s prior written consent. This report is not directed or intended for distribution to or use by any person or entity where such
distribution or use would be contrary to any applicable law or regulation in any jurisdiction concerning the person or entity.

MIDF AMANAH INVESTMENT BANK: GUIDE TO RECOMMENDATIONS

STOCK RECOMMENDATIONS

BUY Total return is expected to be >10% over the next 12 months.
TRADING BUY Stock price is expected to rise by >10% within 3-months after a Trading Buy rating has been assigned due to positive newsflow.
NEUTRAL Total return is expected to be between -10% and +10% over the next 12 months.
SELL Total return is expected to be <-10% over the next 12 months.
TRADING SELL Stock price is expected to fa//by >10% within 3-months after a Trading Sell rating has been assigned due to negative newsflow.

SECTOR RECOMMENDATIONS

POSITIVE The sector is expected to outperform the overall market over the next 12 months.
NEUTRAL The sector is to perform in line with the overall market over the next 12 months.
NEGATIVE The sector is expected to underperform the overall market over the next 12 months.

ESG RECOMMENDATIONS* - source Bursa Malaysia and FTSE Russell

18202074 Top 25% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell

Yoot Top 26-50% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell
o Top 51%- 75% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell
* Bottom 25% by ESG Ratings amongst PLCs in FBM EMAS that have been assessed by FTSE Russell

* ESG Ratings of PLCs in FBM EMAS that have been assessed by FTSE Russell in accordance with FTSE Russell ESG Ratings Methodology



