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Loan and M3 growth expanded in March, reflecting a stronger economy in 1Q24

Broad money (M3) growth expanded to a 19-month high (6.2% YoY;
Feb: 5.7%) in March

— Growth was bolstered by higher demand deposits (8.6%; Feb:
7.1%), and foreign currency deposits (13.0%; Feb: 3.4%),
contributing 3.1 ppts (Feb: 1.8 ppts) to overall M3 growth.

— MoM: growth sustained (0.5%; Feb: 0.5%), adding RM11.3b.

M3 growth was boosted by higher net foreign assets

— Claims on the private sector (5.5%; Feb: 5.7%): slowed due to lower
securities (3.8%; Feb: 6.6%) but it was partially supported by higher
loans (5.8%; Feb: 5.6%). Its contribution to overall M3 inched up to
5.5 ppts (Jan: 5.4 ppts), the highest since March 2019.

— Net claims on government (14.3%; Feb: 14.0%): expanded to a 13-
month high amid higher government claims (8.8%; Feb: 5.8%), while
government deposits continued to fall (-11.3%; Feb: -22.2%), for an
eight-straight month. Nevertheless, its contribution to overall M3
growth remained unchanged at 2.1 ppts (Feb: 2.1 ppts).

— Foreign assets (12.9%; Feb: 8.0%): accelerated due to a surge in
net foreign assets in the banking system (46.6%; Feb: 24.3%), and
further expansion in BNM foreign assets (5.7%; Feb: 4.5%) which
hit a seven-month high. Overall, its contribution to overall M3 growth
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| Graph 1: Loan Growth by Purpose (ppts)

mMar-24 Feb-24

Securities

Consumer Durables

Fixed Assets exc. Land,
Building

Construction

Credit Card

Other Purpose

Personal Use

Non Residential Property
Transport Vehicles
Working Capital

Residential Property

Ppts 1% 0% 1% 2% 3%

Source: BNM, Macrobond, Kenanga Research

edged up to 3.3 ppts (Feb: 2.0 ppt).

e |Loan growth expanded to a 17-month high (6.0% YoY; Feb: 5.8%)

By purpose: Loan growth expansion was led by residential property (7.4%; Feb: 7.5%), followed by non-residential
property (5.6%; Feb: 5.2%) and other purposes (7.0%; Feb: 2.5%), with a combined contribution of 3.7 ppts (Feb:
3.5 ppts). This was partly offset by a sharp slowdown in purchase of securitites (-10.7%; Feb: 11.5%).

By sector: sustained expansion recorded in the household sector (6.3%; Feb: 6.2%), with contribution to overall
loan growth remained unchanged for the third straight month (3.7 ppts; Feb: 3.7 ppts). Growth was also supported
by higher growth in finance & insurance (20.7%; Feb: 19.4%) and other sector (15.1%; Feb: 7.1%).

MoM: expanded (0.6%; Feb: 0.5%) to a three-month high

e Deposit growth expanded (5.0% YoY; Feb: 4.0%) to a two-month high

Bolstered by higher foreign currency deposits (12.0%; Feb: 1.2%), which surged to a 12-month high. This was
further supported by higher demand deposits (9.4%; Feb: 5.6%). Nevertheless, growth momentum was partially
capped by a moderate growth in saving deposits (1.0%; Feb: 2.5%) as well as fixed deposits (3.6%; Feb: 4.3%).
MoM: growth expanded (0.8%; Feb: 0.5%) to a three-month high, adding RM20.5b, the highest in three months.

e Loan growth forecast revised higher to 5.5% - 6.0% from 5.0% - 5.5% (2023: 5.3%) previously

Loan growth is expected to remain elevated in the near term, partly due to a lower base effect, and in line with our
projected GDP growth expansion of 4.5% - 5.0% for 2024 (2023: 3.7%). This is reflected by several key macro
indicators which point to a steady growth expansion such as a lower unemployment rate amid sustained job growth,
and stable retail sales backed by further increases in tourist arrivals and spending.

Likewise, we continue to expect BNM to keep its overnight policy rate (OPR) unchanged at 3.00% in its upcoming
MPC meeting on May 9th, as well as for the rest of the year. We believe BNM would prioritise economic growth
given the lingering downside risk to the growth outlook amid heightened uncertainty in the external sector, while
also ensuring the inflation outlook remains broadly stable.

| Graph 2: Money Supply Growth

| Graph 3: Loan and Deposit Growth
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| Table 1: Money Supply, Loan and Deposit Growth Trend

2021 2022 2023 Mar-23  Oct-23  Nov-23  Dec-23  Jan-24  Feb-24  Mar-24

% MoM 0.2 1.5 1.2 22 0.1 0.1 0.9

M1 Chg (RM b) 54.6 24.7 355 -1.0 8.8 75 138 0.8 0.7 9.5
% YoY 104 4.3 59 0.9 33 3.6 59 6.4 6.9 8.0

% MoM 0.0 0.8 0.9 1.7 04 0.4 0.5

M2 Chg (RM b) 128.3 92.5 132.7 1.0 19.3 215 39.4 9.3 10.7 12.5
% YoY 6.3 4.3 59 4.0 3.6 46 5.9 5.9 5.6 6.1

% MoM 0.0 0.9 0.9 1.7 04 05 0.5

M3 Chg (RM b) 130.8 93.9 136.4 0.6 20.0 218 40.5 10.1 109 113
% YoY 6.4 43 6.0 4.0 37 4.6 6.0 6.0 5.7 6.2

% MoM 0.5 0.3 0.8 1.1 0.2 05 0.6

Loans Chg (RM b) 84.3 108.9 107.2 9.2 6.3 15.8 23.0 53 9.8 134
% YoY 4.6 5.7 53 5.0 4.0 49 53 5.7 5.8 6.0

% MoM 0.1 04 0.4 13 0.1 05 0.8

Deposit Chg (RM b) 132.4 132.0 1321 2.5 10.3 10.9 31.8 -1.8 13.1 205
% YoY 6.3 5.9 5.6 7.0 43 5.3 5.6 52 4.0 5.0

LCR* (%) 153.3 151.5 160.9 155.7 150.8 149.7 161.0 N/A N/A N/A

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%.

For further information, please contact:

Wan Suhaimie Wan Mohd Saidie Muhammad Saifuddin Sapuan Afiq Asyraf Syazwan Abd. Rahim Nurul Hanees Hairulkama
Head of Economic Research Economist Economist Economist
wansuhaimi@kenanga.com.my saifuddin.sapuan@kenanga.com.my afigasyraf@kenanga.com.my nurulhanees@kenanga.com.my

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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