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Loan growth accelerates in October, while M3 growth remained steady

e Broad money (M3) supply growth unchanged in October (4.2% YoY;
Sep: 4.2%)

— Reason: the expansion in fixed deposits (5.3%; Sep: 4.5%), which
hit an eight-month high was partially weighed by slower demand
deposits (4.7%; Sep: 6.4%). Notably, fixed deposits contributed 2.3
ppts (Sep: 2.0 ppts) to overall M3 growth.

— MoM: surged (0.9%; Sep: 0.1%) to a 10-month high, adding
RM21.1b, the highest since December 2023.

e Lower government spending was partially mitigated by strong
private-sector spending

— Net claims on government (7.7%; Sep: 9.9%): slowed sharply to a
17-month low due reduced claims (3.5%; Sep: 4.4%), which fell to the
lowest since January 2020, and further weighed by persistent
declines in government deposits (-12.4%; Sep: -14.5%).

— Claims on private sector (5.0%; Sep: 4.7%): reached a three-month
high due to increased loans (6.0%; Sep: 5.7%), despite weakness in
securities (-1.8%; Sep: -2.0%).

e |oan growth expanded (6.0% YoY; Sep: 5.6%) to a two-month high

| Graph 1: Loan Growth by Purpose (ppts)
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By purpose: due to higher growth of working capital (6.3%; Sep: Pots A% 0% 1% 2% 3%
5.4%) with its contribution to overall growth expanded to 1.4 ppts
(Sep: 1.2 ppts), a three-month high.

By sector: primarily due to a surge in the finance & insurance (23.7%; Sep: 19.8%) and a rebound in electricity,
gas, steam & aircon supply (5.8%; Sep: -16.1%) sectors. Both combined contributions to overall loan growth
expanded to 1.2 ppts (Sep: 0.9 ppts).

MoM: accelerated (0.7%; Sep: 0.4%) to a four-month high, adding RM14.8b to the total outstanding loan.

Source: BNM, Macrobond, Kenanga Research

e Deposit growth moderated further (3.1% YoY; Sep: 3.3%), the lowest since May 2020 (2.8%)

This was mainly due to a sharp slowdown in demand deposits (4.4%; Sep: 6.1%) but was partially mitigated by
higher fixed deposits (3.5%; Sep: 2.8%).
MoM growth moderated (0.3%; Sep: 0.7%), after a surge in the previous month, adding RM7.6b to the total deposit.

e 2024 loan growth forecast retained at 5.5% - 6.0% (2023: 5.3%) and to remain within the same range in 2025

October's loan growth remains within our target range, driven by the low base effect from the same period of last
year. Looking ahead, we anticipate that growth momentum to sustained in the near term, as MoM growth typically
accelerates in Q4. That said, loan growth may settle around upper end of our target range.

OPR outlook: BNM is likely to maintain the overnight policy rate (OPR) steady at 3.00% in 2025 and potentially
into 2026, barring unforeseen circumstances. This mainly as inflation is projected to edge up modestly next year,
driven by the impact of subsidy rationalisation, and strong domestic demand fuelled by various policy measures
aim to lift household income, such as the minimum wage hikes to RM1,700 from RM1,500, and salary increases
for government servants.

Risk and support: Global uncertainties from geopolitical conflicts and US policy shifts under the incoming Trump
administration may weigh on domestic growth. However, domestic drivers, including various national policy
initiatives and infrastructure projects, should mitigate the impact and support the growth outlook.
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| Table 1: Money Supply, Loan and Deposit Growth Trend

2021 2022 2023 Oct23  May-24  Jun-24 Ju-24  Aug-24  Sep-24  Oct-24

% MoM 1.5 0.5 1.1 0.8 0.1 1.2 0.0

M1 Chg (RM b) 54.6 24.7 355 8.8 -3.1 6.8 5.4 0.8 74 0.2
% YoY 104 4.3 59 3.3 6.8 6.4 72 6.0 6.0 45

% MoM 0.8 0.2 0.1 0.1 0.3 0.1 0.8

M2 Chg (RM b) 128.3 92.5 132.7 19.3 5.7 -3.4 -3.4 -1.9 3.1 19.8
% YoY 6.3 4.3 59 3.6 5.8 5.2 53 47 42 4.2

% MoM 0.9 02 0.2 0.1 0.4 0.1 0.9

M3 Chg (RM b) 130.8 93.9 136.4 20.0 47 4.0 -3.4 9.0 3.1 211
% YoY 6.4 43 6.0 3.7 5.8 5.2 53 47 4.2 42

% MoM 0.3 0.3 0.8 0.1 03 0.4 0.7

Loans Chg (RM b) 84.3 108.9 107.2 6.3 5.9 175 32 6.2 9.0 14.8
% YoY 4.6 5.7 53 4.0 5.8 6.4 6.4 6.0 5.6 6.0

% MoM 0.4 0.5 0.0 -0.6 0.3 0.7 0.3

Deposit Chg (RM b) 132.4 132.0 1321 10.3 113 0.1 -14.2 8.7 18.5 7.6
% YoY 6.3 5.9 5.6 43 4.9 49 47 3.8 3.3 3.1

LCR* (%) 153.3 151.5 160.9 150.4 149.7 155.2 1511 145.5 146.6 146.8

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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