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4QFY23 Results: Funding via Money Market Deposits

KEY INVESTMENT HIGHLIGHTS
« FY23's Core NP of RM9,350m was Within/Within our/[street
forecasts: 102% /101 % of full-year forecasts

- Management’s tone: Cautiously optimistic

o Core themes: (a) Huge corporate loan uptick, (b) CET 1 build to
persist, (c) Competitive loan pricing concerns

« Forecasts revised: FY24F/FY25F Core NP adjusted by -1%/-2%

. Maintain NEUTRAL | Revised TP of RM9.71 | based on a revised
FY24F P/BV of 1.16x (formerly 1.21x)

Verdict: Priced in, though dividend yields remain attractive.

Yays 1. Strong dividend yields. Full cash as well.
2. Vying for above-average loan growth in FY24.
3. CET 1 build to persist.
Nays 1. OPEX to be elevated as part of M25+.
OKs 1. Asset quality and provisioning seem very healthy.

Results in a nutshell:
A FY23's Core net profit (NP) of RM9,350m up by +19%yoy.
Huge improvement in NOII, NCC and tax normalisation offset steep NII
decline and OPEX hike.

> 4QFY23’s Core NP of RM2,388m up by +1%qoq. Better NOII
and tax expenses offset higher OPEX and NCC.

A Gross loans grew by +3.9%qoq, coming up to +9.2%YTD.

A Deposits grew by +5.3%qoq, coming up to +9.0%YTD.
However, do note that pricing may not be optimal, as accelerated deposit
growth was only to match liquidity requirements.

A GIL moved by -9bps to 1.34%, LLC currently at 120%.

Have a look at:

A Pricier money market deposit funding to push loan growth...
could we see a repeat in 2HFY24? Maybank posted phenomenal
+3.9%qoq loan growth in 4QFY23, with corporate loans posting a
whopping +10.8%qoq growth (after several quarters of decline). These
were primarily for working capital requirements for services, utilities and
financial holding companies.

We also saw a large influx of pricier money market deposits during the
quarter. While pricier than retail deposits, these could be attained on
short notice, allowing Maybank to fund its drastic corporate loan
drawdowns, despite having stretched liquidity ratios.

With high loan growth expected in 2HFY24, if Maybank is unable to boost
its liquidity profile it may have to draw down from the money market
again. (For context, Maybank expects loan growth to remain flattish in
1HFY24 before picking up in the second half).
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Maintain NEUTRAL

Revised Target Price: RM9.71
(Previously RM9.28)

RETURN STATISTICS

Price @ 28 February 2024 (RM) 9.51
Expected share price return (%) +2.1
Expected dividend yield (%) +6.8
Expected total return (%) +8.9
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Price performance (%) Absolute Relative
1 month 4.0 0.9
3 months 7.0 -2.1
12 months 8.8 2.0
INVESTMENT STATISTICS
FYE Dec FY24F FY25F FY26F
| Core NP (RM m) 9,695 10,449 10,850
CNP growth (%) 4 8 4
| Div yield (%) 6.8 7.3 7.6|
Gross DPS (sen) 64.3 69.3 72.0
P/BV (X) 1.1 1.0 1.0
BVPS (RM) 8.4 9.2 10.0
| ROE (%) 10.0 10.0 9.5
MIDF/Street CNP (%) 101 103
KEY STATISTICS
FBM KLCI 1,545.59
Issue shares (m) 12,054.1
Estimated free float (%) 38.6
Market Capitalisation (RM’'m) 114,692.8
52-wk price range RM8.26 - RM9.54
3-mth avg daily volume (m) 8.8
3-mth avg daily value (RM’'m) 80.1
Top Shareholders (%)
Amanah Saham Nasional Bhd 36.8
EPF Board 12.1
Yayasan Pelaburan Bumiputra 6.6
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> Some NIM concerns. We initially thought Maybank’s FY24 NIM guidance of stable to -5bps decline was a bit
conservative, but it seems that there are legitimate concerns. Management cites asset yield competitiveness (despite deposit
competition improving), as well as high base effects (FY23 benefitted from OPR hike).

There is possible upside, should Maybank be able to replace its short-term money market deposits with cheaper retail
balances — though this may not be easy to achieve.

> CET 1 build to persist despite 2025 Basel III implementation. Indonesia has already implemented Basel III reform,
while Singapore will start reporting in 2HFY24. The Group warns of volatility in CET 1 upon implementation. Do note,
however, Maybank will be continuing its ongoing RWA optimisation exercise, as Operational risk RWA measures will be
implemented by 2025 — Credit RWA, which is the central focus of Maybank's exercise, will only be implemented by 2027.

Forecasts revised: FY24F/FY25F Core NP adjusted by -1%/-2%. To reflect new targets offered by management.
Key downside risks. (1) Further NIM compression, (2) Weaker NOII, (3) Higher-than-expected OPEX.

Maintain NEUTRAL call: Revised GGM-TP of RM 9.71 (from RM9.28). The TP is based on a revised FY24F P/BV of
1.16x (formerly 1.21x), to reflect altered earnings prospects and ROE-based valuations.
(GGM assumptions: FY24F ROE of 10.0%, LTG of 3.0% & COE of 9.0%) 7
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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

4Q FY23
3,183
2,058
1,736
6,977
(3,619)
3,358
(464)
(7)

63
2,950
(471)
(90)
2,388
2,388

4,865
2,112

31.0
19.8
640,750
8,600
670,359
233,895

4Q FY23
10.1
2.06
30.3
51.9
30
1.34
120
34.9
94.0
16.2

3Q FY23
3,167
1,877
1,706
6,750
(3,297)
3,453
(440)
98

46
3,156
(750)
(48)
2,358
2,358

4,814
1,936

19.6
616,964
8,813
636,701
233,207

3Q FY23
10.4
2.09
28.7
48.8
29
1.43
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36.6
95.2
15.4

4Q FY22
3,515
1,982
1,315
6,811
(3,140)
3,672
(302)
119

8
3,497
(1,234)
(58)
2,205
2,205

5,312
1,500

30.0
18.4
586,855
9,205
614,895
240,493

4Q FY22
10.2
2.39
22.0
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39.1
935
15.7

Yoy (%)
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4
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54
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-0.2
-0.33
8.2
5.8

9
-0.23
-7
-4.2
0.5
0.5

Qoq (%)
1
10

10

-107
39
-7
=57
87

n.m.
1
319
-2.4
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1
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FY23
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6,998
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(13,389)
13,972
(1,826)
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240
12,532
(2,917)
(265)
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19,301
8,060
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FY23
9.9
2.12
29.5
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FY22
13,816
7,414
5,263
26,492
(11,974)
14,518
(2,183)
(595)
131
11,872
(3,896)
(134)
7,842
7,842
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©.4
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Fig 5: Retrospective performance (Income Statement)

Metric g%rq%:;zs? Metric g%g)/:;zi? Notes (Cum = Cumulative, Qtr = Quarterly)
RM mil 2,388 Qtr value 10.1% Maybank’s ROE (which according to them,
(gtrly 26% of EY CNP Qtrly is 10.8%), met the 10.4-11.0% target.
h‘,’;,e Qoq 1% ROE t-1 10.4%

Yoy 8% t-4 10.2%

RM mil 9,350 Cum value 9.9%
Within our forecast
102% of FY CNP
Within consensus
101% of FY CNP

19%

Yoy 9.1%

Overseas exposure helped offset NIM

As expected As expected

Qtr value 2.06 compression.
Cum value 2.12

Qtr (Qoa) 1% Qur(Qoq)  -8bps

Qtr (Yoy) 8% Qtr(Yoy)  -33bps

Cum (Yoy) -7% Cum (Yoy) -27bps
As expected ¢ % NII 70% Another exceptional quarter for NOII.
-
- Qtr (Qoq) 9% Q % NOII 30%
Qtr (Yoy) 41% . % NI 71%
u
Cum (Yoy) 39% % NOII 29%
As expected As expected Cost inflation was sharp, with combined
Qtr value 51.9% M25+ spending and union negotiations

Cum value 48.9% elevating CIR.

Qtr (Qoq) +3.0%
Qtr (Yoy) +5.8%
Cum (Yoy) +3.7%

OPEX
Qtr (Qoq) 10%

Qtr (Yoy) 15%
Cum (Yoy) 12%

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

Surprise?
Qoqg/Yoy

Surprise?

Metric Qog/Yoy

Metric

+ve surprise
Qoq 3.9%
Yoy 9.2%
YTD (FY) 9.2%

+ve surprise As expected
Qoq 5.3% CASA Qoq 0.3%
Yoy 9.0% grwth IRV -2.7%
YTD (FY) 9.0% YTD (FY) 2.7%

As expected
Value now 34.9%
Qoq -1.7%
Yoy -4.2%

As expected
Value now 94.0%
Qoq -1.2%
Yoy +0.5%

As expected As expected
Value now 1.34% LLC Value now 120%
Qoq -9bps ratio Qoq 3%
Yoy -23bps Yoy -7%

As expected As expected

Decent provision Ccum
Value now 30bps Net
t-1 29bps cC

t-4 21bps

Decent provision
Value now 30bps

t-4

38bps

Very healthy level Div announced
As expected -ve surprise
16.2% SEV/elIa  Payout 77%

0.8%

CET1
Value now

Qoq

Others:
Source: Maybank, MIDFR

Notes (Cum = Cumulative, Qtr = Quarterly)

Loan growth across all geographies really
picked up in the last quarter.

Deposit growth was similarly strong,
though some of it was forced (pricier) to
fund loan growth.

Good GIL ratio control, with healthy LLC.

Disappointingly, Maybank’s dividend
payout fell from the standard >80% range,
the first instance since pre-pandemic times.
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Fig 7: Targets, Achievements, and Outlook

Targets

ROE

CIR

NIM

NOII
Loans
Deposits
% CASA
Loan/Depo
GIL ratio
NCC (bps)
LLC

CET1

Div payout

FY24F

11

<49

-5bps from
2.12

6-7

<30

Source: Maybank, MIDFR

FY23F FY23
10.5-11.0 Rpt: 13'_2
<475 48.9
fro;ﬁszt.)g; e
39% (yoy)

9.2 (YTD)

9.0 (YTD)

34.9

94.0

1.34

30-35 30
120

16.2

40-60 77
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Notes (Red: New guidance, Strikethrough:-Guidance-is-ho-longer
pertinenty

OPEX growth of <10%. M25+ spending expected to persist — recall
that some spending last year was delayed to FY24.

While deposit competition has improved from last year, management
is wary of asset yield competitiveness and high base effects (NIM
boosted by OPR hikes in FY23).

Loan growth should be flattish in 1HFY?23 but pick up later.

1.30-1.35% is the ideal steady state.

Management seems to imply that a steady state can be lower than
this.

Deposits were below our expectations — we were expected the
standard range of >80%. (But full cash was nice).
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FINANCIAL SUMMARY
INCOME STATEMENT
FYE Dec (RM m) FY22
Interest income 21,609
Interest expense (7,793)
Net interest income 13,816
Islamic banking inc. 7,414
Other operating inc. 5,263
Net income 26,492
OPEX (11,974)
PPOP 14,518
Loan allowances (2,183)
Other allowances (594)
JV & Associates
PBT 11,872
Tax & zakat (3,896)
NCI
Reported NP 7,961
Core NP 7,961
Total NII 20,685
Total NOII 5,807
BALANCE SHEET
FYE Dec (RM m) FY22
Cash & ST funds 53,670
Investment securities 218,267
Net loans 573,766
Other IEAs 27,792
Non-IEAs 71,482
Total assets 944,976
Customer deposits 614,895
Other IBLs 146,912
Non-IBLs 94,039
Total liabilities 855,846
Share capital 54,619
Reserves 31,551
Shareholders' funds 86,170
NCI 2,960
Total equity 89,131
Total L&E 944,976
Total IEAs 873,494
Total IBLs 761,807
Gross loans 585,488
CASA 240,493

Source: Maybank, MIDFR

FINANCIAL RATIOS
FYE Dec (RM m)
Interest (%)

NIM

Return on IEAs
Cost of funds

Net interest spread

Profitability (%)

ROE

ROA

NOII/Net income
Effective tax rate

Cost/Income

Liquidity (%)
Loan/Deposit
CASA ratio

Asset Quality (%)
GIL ratio

LLC ratio

LLC (w. reserves)
Net CC (bps)

Capital (%)
CET1

Tier 1 capital
Total capital

Growth (%)
Total NIl
Total NOII
Net income
OPEX
Core NP

Gross loans
Customer deposits
CASA

Valuation metrics
Core EPS (sen)
Gross DPS (sen)
Div payout (%)
BVPS (RM)

Core P/E (x)
Div yield (%)
P/BV (x)
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FY23 FY24F FY25F FY26F

211 2.09 211 211
I3l 243 242 2.40
219 1.15 1.09 1.05
112 1.29 1.33 1.35

10.3 10.0 10.0 9.5

0.9 0.9 1.0 1.0

29.5 30.5 311 31.2
23.3 23.0 23.0 23.0
48.9 49.0 48.0 47.5

93.8 93.8 93.6 93.5
34.9 34.0 34.0 34.0

1.35 1.30 1.30 1.30
120 110 110 110
149 140 142 144

30 28 28 28

16.2 16.0 185 15.0
16.8 16.7 16.2 14.7
194 19.3 18.8 18.3

6.7) 4.9 3.8 25
388 104 6.8 3.0
3.3 6.5 47 2.7

11.8 6.7 2.6 1.6
17.5 3.7 7.8 3.8

9.2 5.5 5.0 41
9.0 5.7 5.2 43
2.7) 3.0 5.2 43

78.1 81.0 87.3 90.7
60.0 64.3 69.3 72.0

77 80 80 80
7.9 8.4 9.2 10.0

12.2 11.7 10.9 10.5

6.3 6.8 7.3 7.6
1.2 11 1.0 1.0
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Income Statement

Core NP — Core Net Profit

PPOP — Pre-Provisioning Operating
Profit

NII — Net Interest Income

NIM — Net Interest Margin

COF — Cost of Funds

NOII — Non-Interest Income

MTM — Mark to Market

CIR — Cost to Income Ratio

OPEX — Operational Expenses

Balance Sheet

LCR — Liquidity Coverage ratio
L/D ratio — Loan/Deposit ratio
CASA — Current & Savings accounts
FD — Fixed Deposits

GIL — Gross Impaired Loans
NIL — Net Impaired Loans

LLC — Loan Loss Coverage
NCC — Net Credit Costs

GCC - Gross Credit Costs

CET 1 — Common Equity Tier 1
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Valuations & Sector

ROE — Return on Equity

GGM — Gordon Growth Model
P/BV — Price to Book Value
BVPS — Book Value per Share
BNM — Bank Negara Malaysia
OPR - Overnight Policy Rate
SRR — Statutory Reserve
Requirement

SBR — Standardised Base Rate
ALR - Average Lending Rate
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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



