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Malaysia Money & Credit

Broad money (M3) growth slowed to 2.9% YoY in August (Jul: 3.5%),
the lowest since November 2019, partly due to a higher base effect
— While the YoY growth was attributed to a sustained increase in
foreign currency deposits (13.6%; Jul: 13.1%) and by an increase
in fixed deposits (7.1%; Jul: 8.1%), albeit at a slower pace, it was
largely weighed down by a 12th straight month of contraction in
savings deposits (-6.3%; Jul: -7.6%). This was further dragged by a
slowdown in demand deposits (-0.5%; Jul: -1.9%).
— MoM: rebounded (0.2%; Jul: -0.3%) following a steep decline in the
preceding month.
Slower M3 growth is also due to a slower expansion in claims on
the private sector as well as net foreign assets but partially
supported by the higher growth in the claims on government
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Loan growth stays at 4.2% in August while M3 growth hit a 46-month low
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Net claims on government (10.5%; Jul: 8.5%): hit a five-month high, Credit Card
contributing to the overall M3 growth by 1.4 ppts (Jul: 1.2 ppts).
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(7.1%; Jul: 6.9%), which registered a nine-month high. This was
further supported by growth in transport vehicles (9.1%; Jul: 8.9%), a record high. Nevertheless, growth was
partially weighed down by continued weakness in the purchase of securities (-9.8%; Jul: -8.8%), which dragged -
0.5 ppts (Jul: -0.4 ppts) to overall growth.

By sector: credit growth was also supported by the household sector (5.5%; Jul: 5.4%), contributing 3.3 ppts (Jul:
3.2 ppts) to overall growth. This was further supported by expansion in the finance & insurance sector (15.3%; Jul:
14.0%). Overall, growth was partially weighed by the agriculture sector (-5.5%; Jul: 1.2%).

MoM: Growth expanded (0.7%; Jun: 0.2%) to an eight-month high.

e Deposit in the banking system moderated further (4.6% YoY; Jul: 5.3%) to a 22-month low due to high base

effec

e 2023

t, as MoM growth rebounded (0.6%; Jul: -0.5%) to a six-month high

Slower growth was also attributable to a continued decline in savings (-6.3%; Jul: -7.6%) and demand deposits (-
0.3%; Jul: -2.6%), albeit relatively smaller than the previous month. This was also weighed down by contraction in
other deposits accepted (-5.9%; Jul: 1.2%).

loan growth forecast is maintained at 4.0% - 4.5% (2022: 5.7%)

An expectation of further improvement in consumer and business confidence amid resilient domestic demand will
likely support the growth outlook. This is backed by steady labour market conditions underpinned by sustained
expansion in the services sector driven by a gradual increase in tourist arrivals.

On the monetary policy outlook, we expect BNM to hold its overnight policy rate (OPR) steady at 3.00% this year
and most likely in 2024, barring unforeseen circumstances. We believe BNM has reached its policy normalisation
cycle target in its effort to deal with the uncertainty of the global economy while inflation remains under control.
Likewise, we maintain GDP growth projection for 2023 at 3.5% - 4.0% (2022: 8.7%) as we expect the momentum
to slow in the 2H23 (3.1%; 1H23: 4.2%) due to the higher base recorded last year and the impact of global economic
slowdown, particularly from China’s weaker recovery and an impending US soft landing.
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| Table 1: Money Supply, Loan and Deposit Growth Trend

2020 2021 2022 Aug-22  Mar-23  Apr23  May-23  Jun-23  Jul-23  Aug-23

% MoM 0.1 0.2 0.3 0.2 14 -1.5 1.3
M1 Chg (RM b) 7.1 54.6 24.7 0.3 -1.0 1.7 -1.0 8.5 9.2 75
% YoY 15.7 104 4.3 9.2 0.9 -1.3 -1.5 0.6 -1.3 0.1
% MoM 0.8 0.0 0.2 04 04 0.3 0.2
M2 Chg (RM b) 86.9 128.3 92.5 18.6 1.0 5.0 94 94 6.3 52
% YoY 45 6.3 43 6.4 4.0 3.1 3.1 3.6 35 29
% MoM 0.9 0.0 0.2 05 04 0.3 0.2
M3 Chg (RM b) 794 130.8 93.9 19.2 0.6 4.6 105 8.4 6.0 54
% YoY 4.0 6.4 4.3 6.5 4.0 3.3 32 3.6 3.5 29
% MoM 0.7 0.5 0.0 05 0.2 0.2 0.7

Loans Chg (RM b) 59.6 84.5 109.0 14.0 9.2 0.1 10.5 47 3.5 141
% YoY 34 4.6 5.7 6.8 5.0 4.6 4.8 44 4.2 42
% MoM 1.3 0.1 0.4 05 0.0 0.5 0.6

Deposit Chg (RM b) 88.9 132.4 132.0 28.7 2.5 -10.7 121 1.1 -11.2 144
% YoY 44 6.3 59 7.5 7.0 6.4 6.7 5.9 5.3 46

LCR* (%) 148.2 153.4 154.0 1411 155.1 153.0 150.1 154.4 154.8 149.3

Source: Bank Negara Malaysia, Macrobond, Kenanga Research
*Liquidiity Coverage Ratio (LCR) is based on Basel Il requirement and was adopted since June 2015. As of 1 January 2018, the minimum requirement is set at 90%.
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This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not
make any representations as to its accuracy or completeness. Any recommendation contained in this document does not have regard to the
specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This document
is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees. Kenanga
Investment Bank Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document or any
solicitations of an offer to buy or sell any securities. Kenanga Investment Bank Berhad and its associates, their directors, and/or employees
may have positions in, and may affect transactions in securities mentioned herein from time to time in the open market or otherwise, and may
receive brokerage fees or act as principal or agent in dealings with respect to these companies. Kenanga Investment Bank Berhad being a
full-service investment bank offers investment banking products and services and acts as issuer and liquidity provider with respect to a security
that may also fall under its research coverage.
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