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MY Banks’ intrinsic value & ESG score 
 

  

Intrinsic 
Value 
(MYR) 

ESG 
Score 

ESG 
Premium/ 

(Discount) % 

ABMB 3.67 3.10 2.00 

Affin 2.41 3.10 2.00 

AMMB 4.58 3.00 0.00 

BIMB 2.27 3.00 0.00 

CIMB 6.36 3.00 0.00 

HLBank 22.59 3.10 2.00 

Maybank 9.26 3.20 4.00 

Public Bank 4.55 3.00 0.00 
 

Source: RHB 

 OVERWEIGHT. We believe an uncertain macroeconomic backdrop has 
partly kept banks’ share prices rangebound, but these banks have placed 
sufficient levers to support earnings and dividend growth. Sector valuation 
remains at the low end of the historical range while dividend yields are 
attractive. Top Picks: i) CIMB (efforts to reposition and transform bear fruit); 
ii) AMMB (earnings momentum tailwinds); iii) Malayan Banking (Maybank, 
on yields). This report marks the transfer of coverage to David Chong. 

 4Q22 results a beat. Of the eight banks under our coverage, results from 
three banks beat estimates while the remaining five were in line. The 
outperformers were Alliance Bank (ABMB), Hong Leong Bank (HL Bank) 
and Public Bank with key drivers for the results beat, varying from better-
than-expected NIM (Public Bank), robust Non-II and associate contribution 
(HL Bank) to lower-than-expected credit cost (HL Bank, ABMB). Post 
reporting season, we cut sector FY23-24F earnings by c.3%, mainly as we 
factor in the guidance from banks on NIMs. We downgraded ABMB to 
NEUTRAL due to a more subdued outlook, and Public Bank to NEUTRAL 
on its lacklustre earnings prospects (see a separate report today). 

 NIM, a point of near-term focus. Despite the sector registering a 3bps 
QoQ NIM expansion in 4Q22, NIM has likely peaked, since the policy rate 
is at the tail end of the hiking cycle and funding cost pressures from deposit 
competition, repricing of fixed deposits (FD), and the shift in mix to FDs from 
CASA. From the briefings, the banks generally guided for NIM compression 
this year. The most conservative was Public Bank (NIM down double digits 
YoY, possibly due to a catch down following the strong expansion in 4Q22) 
while Affin was the most optimistic (+10bps YoY) as it leverages further on 
its improving CASA mix. We now project FY23F NIM to compress by 6bps 
(bulk of compression expected to occur in 1H23) and stabilise in FY24F. 

 Asset quality – too early to call tops. 4Q22 sector GIL improved (-3% 
QoQ) due to the decline by Maybank and CIMB. Public Bank saw GIL jump 
27% QoQ while GIL for smaller banks continued to creep up – the effect of 
loans exiting repayment programmes. That said, having built up impairment 
buffers earlier, sector credit cost fell 11bps QoQ to 26bps. ABMB and RHB 
were banks that wrote back overlays during the quarter. While other peers 
have acknowledged such a possibility ahead, if the macro picture improves. 
At this point, our FY23-25F earnings do not factor in such write-backs.  

 Non-II, key to operating income strength. We expect FY23 core fee 
income to rebound by 12% YoY, from the 5% YoY drop in FY22. Banks had 
guided for healthy investment bank pipelines and efforts to further grow the 
wealth management business, on top of better fees from continued loan 
growth and higher card spending, among others. Loan growth is expected 
to moderate and together with NIM pressure, NII growth will be more muted. 

 FY23F – decent underlying with tax rate support. We project FY23 PIOP 
to rise by 2% YoY, on the back of 4% YoY rise in operating income (led by 
non-II), partly offset by inflationary cost pressures and technology spending 
(opex: +6% YoY). We expect total impairment charges to ease further, 
which will help take FY23F pre-tax profit up by 5% YoY. Sector FY23 net 
profit growth, however, is projected at 14% YoY thanks to the normalisation 
of effective tax rates. 

 
 

 

 

Source: Company data, RHB 
 

 

Company Name Rating
Target

(MYR)

 % Upside

(Downside) 

 P/E (x)

Dec-23F 

 P/B (x)

Dec-23F 

 ROAE (%)

Dec-23F 

 Yield (%)

Dec-23F 

Affin Buy 2.50 19.0               7.8         0.4         5.6             7.1            

Alliance Bank Malaysia Neutral 3.75 6.5                 8.1         0.8         9.7             6.1            

AMMB Buy 4.60 15.6               7.2         0.7         10.0           4.8            

BIMB Neutral 2.30 4.5                 7.8         0.6         8.4             5.1            

CIMB Buy 6.40 15.3               9.1         0.9         9.9             5.5            

Hong Leong Bank Buy 23.10 12.4               10.6       1.2         11.7           3.3            

Malayan Banking Buy 9.65 11.2               11.1       1.2         10.8           7.2            

Public Bank Neutral 4.50 9.0                 11.7       1.5         13.1           4.6            

P/E (x)

Dec-23F

P/B (x)

Dec-23F

ROAE (%)

Dec-23F

Yield (%)

Dec-23F7.8 0.4 0.1 0.1

8.1 0.8 0.1 0.1

7.2 0.7 0.1 0.0

7.8 0.6 0.1 0.1

9.1 0.9 0.1 0.1

10.6 1.2 0.1 0.0

11.1 1.2 0.1 0.1

11.7 1.5 0.1 0.0
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Share Price Performance And Valuation 

Figure 1:  MY Banks’ YTD performance in line with FBM 
KLCI – down 2%  

Figure 2:  BIMB has lagged YTD, likely on asset quality woes 

 

 

Source: Bloomberg, RHB Source: Bloomberg, RHB 

 

Figure 3:  MY Banks’ 12-month forward P/E  Figure 4:  MY Banks’ 12-month forward P/BV vs ROE 

  

Source: Bloomberg, RHB Source: Bloomberg, RHB 

 

Figure 5: Summary of MY Banks' valuations 

  
Rec Price TP 

Mkt 
Cap 

EPS chg (%) P/E(x) P/B(x) ROE (%) Div yield (%) 

    (MYR/s) (MYR/s) (MYRm) FY23F FY24F FY23F FY24F FY23F FY24F FY23F FY24F FY23F FY24F 

Maybank Buy 8.67 9.65 104,750  13.9  8.0  11.1 10.2 1.2 1.1 10.8 11.2 7.2 7.6 

CIMB Buy 5.57 6.40 59,298  12.1 9.2  9.1 8.4  0.9 0.8 9.9 9.9 5.5 6.0 

HL Bank^ Buy 20.56 23.10 44,568  6.0  5.8 10.6 9.8 1.2 1.1 11.7 11.4 3.3 3.6 

AMMB^ Buy 4.00 4.60 13,230  7.2  10.3  7.1 6.4 0.7 0.6 10.0 10.0 5.0 5.9 

Affin Buy 2.09 2.50 4,775  16.1 9.3  7.8 7.1 0.4 0.4 5.6 5.9 7.1 7.8 

Public Bank Neutral 4.11 4.50 79,972  11.7 5.5  11.7 11.4  1.5 1.4 13.1 12.9 4.6 4.9 

Alliance Bank^ Neutral 3.49 3.75 5,418  0.5  8.4  8.1 7.4  0.8 0.7 9.6 9.9 6.2 6.7 

BIMB Neutral 2.19 2.30 4,959  19.3  6.7  7.8 7.5  0.6 0.6 8.4 8.3 5.1 5.5 

Sector Avg         12.2  7.7  10.4  9.7  1.1  1.0   10.4 10.4 5.2 5.5 

Note: ^ FY23F-24F refers to FY24F-25F 

Source: Bloomberg, RHB 
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Figure 6:  MY Banks – sector earnings and key assumptions  

(MYRm) 2020 2021 2022 2023F 2024F 

       
Net interest income 49,603 56,024 61,136 62,946 66,232 

NII growth (%) 0.0% 12.9% 9.1% 3.0% 5.2% 

Loan growth (%) 2.3% 5.0% 6.8% 5.5% 4.9% 

Net interest margin (%) 2.13% 2.30% 2.39% 2.33% 2.34% 

            

Fee income 9,181 9,714 9,281 10,371 11,053 

Other income 10,560 7,798 7,175 7,161 7,811 

Non-interest income 19,741  16,371  16,457  17,533  18,863  

Non-II growth (%) 6.3% -17.1% 0.5% 6.5% 7.6% 

            

Total operating income 69,344 72,395 77,593 80,478 85,095 

Operating income growth (%) 1.7% 4.4% 7.2% 3.7% 5.7% 

Non-II/Total income (%) 28.5% 22.6% 21.2% 21.8% 22.2% 

            

Operating expenses  (31,581)  (32,174)  (33,974)  (35,827)  (37,710) 

Opex growth (%) -1.9% 1.9% 5.6% 5.5% 5.3% 

CIR (%) 45.5% 44.4% 43.8% 44.5% 44.3% 

            

PIOP 37,763 40,221 43,619 44,652 47,386 

PIOP growth (%) 4.9% 6.5% 8.4% 2.4% 6.1% 

            

Loan impairment charges  (14,119)  (7,866)  (5,685)  (5,664)  (5,395) 

Other impairment charges  (1,961)  (893)  (783)  (239)  (231) 

Total impairment charges  (16,080)  (8,759)  (6,468)  (5,903)  (5,626) 

Credit charge-off (bps) 87 47 32 30 27 

GIL ratio (%) 1.91% 1.77% 1.61% 1.58% 1.54% 

Loan loss coverage (%) 104.4% 117.3% 121.0% 124.3% 128.2% 

            

Associates & others 1,150 1,369 1,149 1,400 1,503 

Pre-tax profit 22,833 32,831 38,300 40,149 43,263 

Taxation  (4,923)  (7,491)  (11,202)  (9,150)  (9,866) 

Minority interests  (407)  (542)  (308)  (413)  (448) 

Net profit 17,503 24,799 26,790 30,586 32,949 

Net profit growth (%) -28.0% 41.7% 8.0% 14.2% 7.7% 

       

Source: Company data, RHB 
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Key Trends In 4Q22 
 

Figure 7:  Malaysian banks’ 4Q22 results were above expectations 

Net profit (MYRm) 4Q21 3Q22 4Q22 QoQ (%) YoY (%) Reported net profit vs consensus  

Affin  207 153 139 (9.7) (33.0) Above, FY22 earnings at 98% of our and 128% of consensus FY22F 

ABMB 151 158 177 11.8  17.3  Above, 9MFY23 net profit at 82%/80% of our and Street’s FY23F 

AMMB 403 469 486 3.7  20.6  Above, 9MFY23 earnings at 74%/80% of our and consensus’ FY23F 

BIMB 80 143 126 (12.0) 57.9  Within, FY22 net profit at 102% of our and consensus’ FY22F 

CIMB 810 1,413 1,325 (6.2) 63.6  Within, FY22 net profit at 102% of our and consensus’ FY22F 

HL Bank 739 981 1,042 6.2  41.1  Above, 1HFY23 earnings at 54%/52% of our and consensus’ FY23F 

Maybank 2,057 2,166 2,167 0.1  5.4  Within, FY22 net profit at 102%/99% of our and Street’s FY22F 

Public Bank 1,381 1,590 1,714 7.8  24.1  Above, FY22 net profit at 103% of our and Street’s FY22F 

RHB Bank 631 700 772 10.2  22.3  Within, FY22 net profit at 102% of consensus’ FY22F 

Sector 6,458 7,775 7,948 2.2  23.1   

        

Source: Company data, RHB 

 

Figure 8:  2022 sector PIOP lifted by healthy NII growth and positive jaws   

PIOP (MYRm) 4Q21 3Q22 4Q22 
QoQ 
(%) 

YoY 
(%) 2021 2022 

YoY 
(%) 

Affin 226 183 224 22.5 -0.8 790 754 (4.5) 

ABMB 265 272 275 0.9 3.6 1,026 1,043 1.7  

AMMB 651 704 714 1.3 9.6 2,568 2,590 0.9  

BIMB 188 246 225 -8.3 19.6 902 886 (1.8) 

CIMB 2,151 2,723 2,732 0.3 27.0 9,134 10,511 15.1  

HL Bank 858 959 940 -2.0 9.6 3,404 3,668 7.8  

Maybank 3,345 4,020 3,490 -13.2 4.3 13,930 14,808 6.3  

Public Bank 2,092 2,384 2,610 9.5 24.8 8,579 9,203 7.3  

RHB Bank 1,009 1,232 1,259 2.2 24.7 4,266 4,592 7.6  

Sector 10,785 12,723 12,469 -2.0 15.6 44,599 48,055 7.8  

          

 

 Sector PIOP eased 2% QoQ in 4Q22 
due to a combination of softer Non-II (-
7% QoQ, on weaker markets-related 
income) as well as a jump in opex (+3% 
QoQ due to year-end accrued 
expenses) 

 Public Bank posted robust sequential 
PIOP growth on strong NIM expansion 
(deposit management) while Affin’s 
growth was driven by non-II 

 Maybank’s PIOP slipped on lower mark-
to-market (MTM) gains 

Source: Company data, RHB  

 

Figure 9:  Loans grew a decent 7% YoY in 2022  

Gross loans (MYRbn) 4Q21 3Q22 4Q22 QoQ (%) YoY (%) 

Affin 51.4  57.2  59.3  3.7 15.4 

ABMB 44.6  46.9  47.4  1.1 6.2 

AMMB 119.1  124.4  126.3  1.6 6.1 

BIMB 59.2  62.1  65.9  6.2 11.4 

CIMB 378.0  406.0  407.1  0.3 7.7 

HL Bank 160.1  169.5  172.3  1.7 7.6 

Maybank 553.8  587.1  587.1  0.0 6.0 

Public Bank 357.0  373.6  376.9  0.9 5.6 

RHB Bank 198.5  209.6  212.1  1.2 6.8 

Sector 1,921.7  2,036.3  2,054.5  0.9 6.9 

       

 Loan growth ended the quarter on a 
softer note (+1% QoQ vs 3Q22: +2% 
QoQ), but the 7% YoY growth was 
decent on the back of improved 
economic activities 

 Domestic loan growth received a fillip 
from growth in residential mortgages 
and auto loans 

 Going forward, the bigger banks see 
loan growth moderating to c.4-5% in 
2023 

Source: Company data, RHB  
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Figure 10:  NIM expansion could be at an end  

NIM (%) - reported 1Q22 2Q22 3Q22 4Q22 
QoQ 
(bps) 

YTD 
(bps) 

Affin 1.97 1.99 2.01 2.01 - 4 

ABMB 2.50 2.57 2.70 2.75 5 9 

AMMB 2.00 2.12 2.12 2.13 1 4 

BIMB 2.36 2.32 2.40 2.20 -20 -15 

CIMB 2.45 2.47 2.55 2.57 2 16 

HL Bank 2.15 2.10 2.18 2.09 -9 -10 

Maybank 2.34 2.41 2.42 2.39 -3 7 

Public Bank 2.24 2.29 2.42 2.58 16 40 

RHB Bank 2.16 2.23 2.27 2.36 9 15 

Sector 2.27 2.36 2.46 2.49 3 17 

        

 Sector NIM improved QoQ but NIM may 
have peaked given sequential 
expansion has slowed, with banks 
pointing to deposit repricing and 
competitive pressures ahead 

 Strong QoQ NIM expansion by Public 
Bank, we believe, was on the back of 
effective deposit management 

 BIMB’s NIM compression was 
attributed to higher funding cost from 
deposit competition 

Source: Company data, RHB  

 

Figure 11:  Healthy NII growth on NIM expansion, stronger loan growth  

NII (MYRm) 4Q21 3Q22 4Q22 
QoQ 

(%) 

YoY 

(%) 2021 2022 
YoY 

(%) 

Affin 402 457 452 -1.0 12.4 1,445 1,711 18.4 

ABMB 402 427 449 5.3 11.9 1,513 1,645 8.7 

AMMB 845 913 930 1.8 10.0 3,266 3,519 7.7 

BIMB 452 520 519 -0.1 14.9 1,742 1,972 13.2 

CIMB 3,542 3,901 4,033 3.4 13.9 14,005 15,158 8.2 

HL Bank 1,193 1,241 1,228 -1.1 2.9 4,582 4,809 5.0 

Maybank 4,869 5,297 5,312 0.3 9.1 19,089 20,685 8.4 

Public Bank 2,475 2,836 3,049 7.5 23.2 9,929 11,023 11.0 

RHB Bank 1,530 1,696 1,745 2.9 14.1 5,912 6,573 11.2 

Sector 15,711 17,287 17,718 2.5 12.8 61,482 67,093 9.1 

          

 
 

 Sector NII increased 3% QoQ and 9% 
YoY in 2022. This can be attributed to 
combination of NIM expansion and 
healthy loan growth  

 Public Bank’s QoQ growth driven by 
NIM expansion with loan growth up a 
modest 1% QoQ 

 HL Bank’s sequential drop in NII was on 
the back of NIM compression while 
Affin’s decline was due to lower Islamic 
banking contributions 

Source: Company data, RHB  

 

Figure 12:  Sector non-II slipped 7% QoQ mainly due to Maybank  

Non-II (MYRm) 4Q21 3Q22 4Q22 
QoQ 
(%) 

YoY 
(%) 2021 2022 

YoY 
(%) 

Affin 170 78 115 47.8 -32.3 591 344 -41.8 

ABMB 79 54 47 -12.1 -40.1 349 258 -26.1 

AMMB 335 239 281 17.4 -16.0 1,363 1,118 -18.0 

BIMB 88 65 78 21.1 -11.4 357 231 -35.3 

CIMB 1,044 1,096 1,187 8.3 13.7 4,397 4,680 6.4 

HL Bank 178 259 258 -0.2 45.3 887 1,024 15.3 

Maybank 1,431 2,117 1,586 -25.1 10.8 6,359 6,915 8.7 

Public Bank 578 626 601 -3.9 4.1 2,616 2,414 -7.7 

RHB Bank 389 498 520 4.5 33.8 1,876 1,736 -7.5 

Sector 4,291 5,031 4,674 -7.1 8.9 18,797 18,719 -0.4 

          

 

 Sector non-II slipped 7% QoQ with 
Maybank as the main culprit due to 
lower MTM gains on financial liabilities 

 Smaller banks such as Affin, AMMB and 
BIMB reported strong QoQ growth 
thanks mainly to market-related Non-II  

 AMMB also enjoyed improved fee 
contribution during the quarter on the 
back of some closure in deals 

Source: Company data, RHB  
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Figure 13:  Sector net fees and commission remained subdued   

Net fees & 
commissions 

(MYRm) 4Q21 3Q22 4Q22 
QoQ 
(%) 

YoY 
(%) 2021 2022 

YoY 
(%) 

Affin 157 56 63 12.0  -60 436 239 -45.1 

ABMB 38 23 29 28.7  -24 173 127 -27.0 

AMMB 162 137 163 19.0  1 623 576 -7.6 

CIMB 570 534 575 7.7  1 2,093 2,227 6.4 

HL Bank 154 156 149 (4.2) -3 585 613 4.8 

Maybank 893 842 831 (1.3) -7 3,638 3,323 -8.7 

Public Bank 525 463 472 2.0  -10 2,147 1,915 -10.8 

RHB Bank 249 227 207 (8.8) -17 1,094 866 -20.8 

Sector 2,746 2,437 2,488 2.1  -9 10,790 9,886 -8.4 

          

 

 

 2% QoQ growth, with smaller banks 
reporting stronger growth rates 

 Going forward, we expect a recovery in 
fees. Consumer, investment banking 
and wealth management are among the 
growth drivers the banks have guided 
for fee income 

Source: Company data, RHB  

 

Figure 14:  Uptick in opex on year-end spending   

Operating 

expenses (MYRm) 4Q21 3Q22 4Q22 
QoQ 

(%) 

YoY 

(%) 2021 2022 
YoY 

(%) 

Affin 346 352 343 -2.4 -0.9 1,247 1,300 4.3 

ABMB 215 208 222 6.6 3.2 836 859 2.8 

AMMB 529 448 497 10.9 -5.9 2,062 2,047 -0.7 

BIMB 352 339 372 9.9 5.7 1,197 1,317 10.0 

CIMB 2,459 2,274 2,487 9.4 1.2 9,081 9,327 2.7 

HL Bank 513 541 546 1.0 6.5 2,065 2,165 4.8 

Maybank 2,955 3,394 3,407 0.4 15.3 11,519 12,792 11.1 

Public Bank 961 1,078 1,040 -3.5 8.3 3,965 4,234 6.8 

RHB Bank 910 962 1,007 4.7 10.6 3,523 3,717 5.5 

Sector 9,240 9,595 9,922 3.4 7.4 35,494 37,757 6.4 

          

 

 Cost growth ticked up sequentially, with 
higher personnel costs a key factor. 
Higher variable compensation and 
impact from salary adjustments from 
collective agreements were cited as 
reasons for cost pressures 

 Apart from the above, CIMB also 
pointed to the year-end accrual of 
expenses as projects went live 

 Sector CIR rose to 44.3%, from 43.0% 
in 3Q22, on negative jaws 

Source: Company data, RHB  

 

Figure 15:  Credit costs up QoQ on pre-emptive provisions  

Loan credit cost 

(bps) - annualised 4Q21 3Q22 4Q22 
QoQ 

(bps) 

YoY 

(bps) 2021 2022 
YoY 

(bps) 

Affin -3 166 -2 -168 1 45 8 -37 

ABMB 14 64 31 -33 18 64 36 -28 

AMMB 101 24 65 41 -36 78 8 -70 

BIMB 26 25 24 -1 -2 26 24 -2 

CIMB 76 49 71 22 -5 73 52 -21 

HL Bank 8 9 6 -3 -2 25 9 -17 

Maybank 11 41 21 -20 10 49 38 -11 

Public Bank 32 10 10 -1 -22 34 10 -24 

RHB Bank -15 40 -12 -53 3 30 15 -15 

Sector 32 37 26 -11 -6 47 32 -15 

          

 Sector net loan provisions fell 19% QoQ 
with both Affin and RHB reporting net 
loan impairment write-backs in 4Q (vs 
net charge in 3Q22) 

 AMMB reported higher credit cost QoQ 
as it set aside pre-emptive provisions 
for its retail book while CIMB’s rise in 
credit cost was attributed to overlays for 
Malaysia consumer and Singapore non-
retail 

 RHB and ABMB both wrote back 
overlays during the quarter while Affin’s 
credit cost improved QoQ due to pre-
emptive provisions made in 3Q22 

Source: Company data, RHB  
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Figure 16:  Sector GIL intact on write-offs but has yet to peak  

Gross impaired loans 
(MYRm) 4Q21 3Q22 4Q22 

QoQ 
(%) 

YoY 
(%) 

GIL ratio 
(%) 

Affin 1,306 1,091 1,171 7.4 -10.3 1.97 

ABMB 899 876 913 4.2 1.6 1.93 

AMMB 1,608 1,892 2,041 7.8 26.9 1.62 

BIMB 568 748 835 11.7 46.9 1.27 

CIMB 13,293 14,163 13,321 -5.9 0.2 3.27 

HL Bank 732 837 838 0.1 14.6 0.49 

Maybank 11,044 9,989 9,205 -7.9 -16.6 1.57 

Public Bank 1,102 1,251 1,584 26.7 43.8 0.42 

RHB Bank 2,951 3,297 3,289 -0.2 11.5 1.55 

Sector 33,501 34,145 33,197 -2.8 -0.9 1.62 

        

 Sector GIL declined 3% QoQ, helped by 
the drop reported by Maybank (lower 
GIL formation) and CIMB (higher write-
offs). Sector GIL ratio improved 6bps 
QoQ to 1.62% QoQ 

 Asset quality deterioration for AMMB, 
BIMB and Public Bank generally due to 
residential and non-residential 
mortgages, while by sector, 
manufacturing, mining and electricity, 
water & gas were among those that saw 
a sequential increase in GIL. For Affin, 
the rise was due to accounting 
treatment 

Source: Company data, RHB  

 

Figure 17:  LLC dipped slightly on write-offs and overlay reversals  

Loan loss coverage (%) 1Q22 2Q22 3Q22 4Q22 
QoQ 

(ppts) 
YoY 

(ppts) 

Affin 68.5 72.2 108.8 105.7 -3.1 37.6 

ABMB 135.9 127.6 128.4 125.0 -3.4 3.3 

AMMB 115.0 99.7 97.1 95.3 -1.9 -45.0 

BIMB 180.6 147.5 137.1 124.5 -12.6 -62.7 

CIMB 102.6 100.3 100.9 93.8 -7.0 -6.6 

HL Bank 217.8 211.8 214.0 210.1 -3.9 -40.5 

Maybank 108.7 106.8 117.2 127.5 10.2 19.7 

Public Bank 382.5 388.8 339.5 272.0 -67.4 -88.7 

RHB Bank 125.7 117.0 118.1 112.8 -5.3 -9.5 

Sector 119.8 116.1 120.4 118.6 -1.8 -0.7 

        

 LLC ratio dipped slightly to 119% vs 
120% in 3Q22. This can be attributed to 
write-offs and the reversal of 
management overlays and provision 
write-backs 

 Public Bank’s and BIMB’s LLC saw 
sharper QoQ drop in LLC due to jump in 
GIL 

Source: Company data, RHB  
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Overall ESG Score: 3.00 (out of 4) 

E: GOOD 

In 2019, it rolled out the CIMB Group Sustainability 
Financing Policy that details the bank’s expectations of 
clients in the palm oil, construction and real estate, and 

forestry sectors. It launched its SME Renewable Energy 
Financing, Green Economy Programme by CIMB Islamic 
and green financing products for retail market. CIMB raised 

its sustainable finance target to MYR60bn.  
S: GOOD 
CIMB embraces gender diversity – 56% of the total 

workforce comprises women. Women also make up 47.5% 
of middle-to-top management and 22% of the board of 
directors. It remains committed to having women 

accounting for 30% of board members. It also actively 
assists customers in financial difficulties. In late 2021, a 
processing error related to a third-party remittance service 

led to some 11,800 CIMB customers receiving double 
credits. The bank made provisions of MYR281m for the 
double credits. 

G: EXCELLENT 
The board of directors comprises six independent directors 
and two non-executive ones. The group CEO is an 

executive director as well. 
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CIMB (CIMB MK) 

Closing The Valuation Gap; Keep BUY 

Buy (Maintained) 
  Target Price (Return): MYR6.40 (+15%) 

Price (Market Cap): MYR5.57 (USD13,129m) 

ESG score: 3.00 (out of 4) 

Avg Daily Turnover (MYR/USD) 66.1m/15.1m 
    

Analysts 

 

David Chong, CFA 

603-9280 2026 
david.chongvc@rhbgroup.com 

Fiona Leong 

+603 9280 8886 
fiona.leong@rhbgroup.com  
 

 
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (4.0) 3.1 (0.7) 3.1 17.3 

Relative (1.3) 4.2 0.1 5.8 23.3 

52-wk Price low/high (MYR) 4.89 – 5.87 

 
 

 
Source: Bloomberg 

 

 

 Maintain BUY, new TP of MYR6.40 from MYR7.00, 15% upside with 
c.6% FY23F yield. We increase our COE assumption for CIMB, to better 
reflect continued uncertainties in the macroeconomic environment. As we 
maintain our earnings forecasts, the change in TP is a reflection of a lower 
implied fair P/BV. CIMB is trading at an undemanding 0.86x FY23F P/BV 
vs ROE of 9.9%. Efforts to reposition and transform the group have started 
to bear fruit, and should help narrow the valuation gap. 

 Being sensible on ROE expansion. CIMB’s 4Q22 performance was 
largely in line with expectations, but notable highlights were robust 
operating income growth and efforts to clean up the books with impairment 
top ups. Looking ahead, management targets FY23 ROE of 10.2-11% vs 
FY22 reported ROE of 9%, underpinned by non-II growth and easing credit 
cost.  Loan growth is expected to moderate to 5-6% YoY (FY22: 7.7%), as 
CIMB takes a liability-led approach to growth, in view of the intense deposit 
competition. NIM compression was guided for 5-10bps, and our view is that 
NIM pressure will likely be heightened in the near term, before easing off in 
2H23. Hence, we think its liability-led growth approach makes sense – 
especially given the prevailing macroeconomic uncertainties. We also like 
management’s plan to redeploy any excess overlays to shore up 
impairment buffers (total overlays of MYR2.9bn as at end-2022), which 
should help address concerns in the past regarding its low LLC levels. 

 Raising COE assumption to reflect uncertain macroeconomic 
environment. Amid lingering macroeconomic uncertainties and volatilities, 
we are raising our COE assumption to 9.4% from 8.9%. Consequently, our 
TP decreases to MYR6.40 from MYR7.00, based on a revised GGM-
derived P/BV of 1.0x (1.1x P/BV previously) and below the historical mean 
of 1.25x. Due to CIMB’s ESG score of 3.0 out of 4.0 – on par with our 
country median – the ESG premium/discount to our intrinsic value is 0%.  

This report marks the transfer of coverage on this stock to David Chong. 

 

Source: Company data, RHB 
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CIMB  (CIMB MK)
Price Close

Relative to FTSE Bursa Malaysia KLCI Index (RHS)

Forecasts and Valuation Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Reported net profit (MYRm) 4,295             5,433             6,491             7,085             7,527             

Net profit growth (%) 259.6             26.5               19.5               9.2                 6.2                 

Recurring net profit (MYRm) 4,648             5,793             6,491             7,085             7,527             

Recurring EPS (MYR) 0.46               0.56               0.61               0.66               0.71               

BVPS (MYR) 5.76               5.86               6.45               7.03               7.69               

DPS (MYR) 0.23               0.26               0.31               0.34               0.36               

Recurring P/E (x) 12.01             10.03             9.15               8.38               7.89               

P/B (x) 0.97               0.95               0.86               0.79               0.72               

Dividend Yield (%) 4.1                 4.6                 5.5                 6.0                 6.4                 

Return on average equity (%) 7.5                 9.0                 9.9                 9.9                 9.6                 Return on average assets (%) 0.7                 0.8                 0.9                 1.0                 1.0                 

file:///D:/David/Banks/MY/CIMB/Reports/2023/david.chongvc@rhbgroup.com
file:///D:/David/Banks/MY/CIMB/Reports/2023/fiona.leong@rhbgroup.com
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Financial Exhibits 
 

  Asia 

Malaysia 

Financial Services 

CIMB 

CIMB MK 

Buy 

 

Valuation basis 

GGM-derived intrinsic value with an ESG overlay. Key 
GGM assumptions are:  

i. COE of 9.4%; 
ii. ROE of 9.5%;  
iii. 3.5% long-term growth. 

 

Key drivers 

Our FY23F earnings are most sensitivity to changes in:  
i. Credit cost; 
ii. Net interest margin;  
iii. Non-interest income growth. 

 

Key risks 

The downside risks include:  
i. Resilience in asset quality resulting in lower-

than-expected credit costs; 
ii. Smaller-than-expected NIM compression;  
iii. Faster-than-expected recovery in economic 

activities. 
 

Company Profile 

CIMB is a fully integrated financial services group and 

the second largest domestic bank in Malaysia. The 
group's core markets are Malaysia, Indonesia, 
Singapore and Thailand. 
 

 

 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Source: Company data, RHB  
 
  

Financial summary (MYR) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

EPS 0.43                   0.52                   0.61                   0.66                   0.71                   

Recurring EPS 0.46                   0.56                   0.61                   0.66                   0.71                   

DPS 0.23                   0.26                   0.31                   0.34                   0.36                   

BVPS 5.76                   5.86                   6.45                   7.03                   7.69                   

Valuation metrics Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Recurring P/E (x) 12.01                 10.03                 9.15                   8.38                   7.89                   

P/B (x) 1.0                     1.0                     0.9                     0.8                     0.7                     

Dividend Yield (%) 4.1                     4.6                     5.5                     6.0                     6.4                     

Income statement (MYRm) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Interest income 21,400               25,078               26,556               28,039               29,365               

Interest expense (7,442)                (9,927)                (11,009)              (11,747)              (12,339)              

Net interest income 13,958               15,151               15,546               16,292               17,026               

Non interest income 5,555                 4,680                 5,123                 5,551                 5,985                 

Total operating income 19,513               19,831               20,670               21,842               23,010               

Overheads (9,419)                (9,346)                (9,691)                (10,134)              (10,598)              

Pre-provision operating profit 10,094               10,485               10,979               11,708               12,412               

Loan impairment allowances (2,724)                (1,983)                (2,008)                (1,915)                (2,016)                

Other impairment allowances (1,649)                (178)                   (110)                   (120)                   (120)                   

Income from associates 68                      40                      43                      46                      49                      

Pre-tax profit 5,789                 8,364                 8,904                 9,719                 10,325               

Taxation (1,397)                (2,778)                (2,226)                (2,430)                (2,581)                

Minority interests (97)                     (153)                   (187)                   (204)                   (217)                   

Reported net profit 4,295                 5,433                 6,491                 7,085                 7,527                 

Recurring net profit 4,648                 5,793                 6,491                 7,085                 7,527                 

Profitability ratios Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Return on average assets (%) 0.7 0.8 0.9 1.0 1.0

Return on average equity (%) 7.5 9.0 9.9 9.9 9.6

Return on IEAs (%) 3.7 4.1 4.2 4.2 4.2

Cost of funds (%) 1.4 1.8 2.0 2.0 2.0

Net interest spread (%) 2.3 2.3 2.2 2.2 2.2

Net interest margin (%) 2.4 2.5 2.4 2.4 2.4

Non-interest income / total income (%) 28.5 23.6 24.8 25.4 26.0

Cost to income ratio (%) 48.3 47.1 46.9 46.4 46.1

Credit cost (bps) 73.2 50.5 48.0 43.5 43.7

Balance sheet (MYRm) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Total gross loans 378,008             406,958             429,339             450,832             471,121             

Other interest earning assets 212,897             213,267             226,368             236,563             247,240             

Total gross IEAs 590,905             620,225             655,706             687,395             718,361             

Total provisions (13,323)              (12,401)              (14,192)              (15,966)              (17,971)              

Net loans to customers 364,685             394,557             415,147             434,866             453,150             

Total net IEAs 577,582             607,824             641,514             671,428             700,390             

Total non-IEAs 44,325               58,897               59,680               61,940               64,898               

Total assets 621,907             666,721             701,195             733,368             765,288             

Customer deposits 432,845             446,635             471,200             494,832             517,251             

Other interest-bearing liabilities 94,536               101,963             104,673             105,996             107,384             

Total IBLs 527,381             548,598             575,872             600,827             624,635             

Total non-IBLs 34,417               54,340               55,308               56,325               57,391               

Total liabilities 561,798             602,937             631,180             657,152             682,026             

Share capital 27,100               29,095               31,468               34,059               35,366               

Shareholders' equity 58,863               62,491               68,755               74,946               81,991               

Minority interests 1,045                 1,093                 1,060                 1,070                 1,071                 

Asset quality and capital Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Reported NPLs / gross cust loans (%) 3.5 3.3 3.3 3.2 3.0

Total provisions / reported NPLs (%) 100.2 93.1 101.7 112.4 127.1

CET-1 ratio (%) 14.2 14.5 14.3 14.8 16.1

Tier-1 ratio (%) 15.1 15.4 15.1 15.5 16.8

Total capital ratio (%) 18.0 18.5 17.9 18.2 19.3
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Valuation and TP 

Figure 1:  CIMB – GGM valuation with ESG overlay 
     

Cost of equity (COE) computation:  Sustainable ROE (%) 9.5 

Risk free rate (%) 4.0  COE (%) 9.4 

Equity premium (%) 5.4  Long-term growth (g) 3.5 

Beta (x) 1.0  Implied P/BV (x) 1.01 

Cost of equity - CAPM (%) 9.4  BVPS – 12mth forward MYR6.30 

   Intrinsic value MYR6.36 

ESG premium/(discount) (%) -  ESG premium/(discount) MYR0.00 

   TP (rounded) MYR6.40 
     

 

Source: Company data, RHB 

 

Figure 2:  CIMB’s 12-month forward consensus P/E Figure 3:  CIMB’s 12-month forward consensus P/BV  

  
Source: Bloomberg, RHB Source: Bloomberg, RHB 
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Recommendation Chart 

 
Source: RHB, Bloomberg 

 
 

Source: RHB, Bloomberg 

 

 

 

ESG Rating History 

 
Source: RHB 
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 Recommendations & Target Price

Buy Neutral Sell Trading Buy Take Profit Not Rated

Date Recommendation Target Price Price

2023-03-01 Buy 7.00 5.62

2022-12-01 Buy 7.00 5.75

2022-08-31 Buy 6.50 5.37

2022-03-01 Buy 6.40 5.29

2021-12-01 Buy 6.30 5.03

2021-10-20 Buy 5.90 5.41

2021-08-31 Buy 5.70 4.91

2021-02-28 Buy 5.20 4.33

2020-12-16 Buy 5.10 4.50

2020-11-29 Neutral 3.90 3.83

2020-10-18 Neutral 3.30 3.05

2020-08-31 Neutral 3.50 3.30

2020-07-17 Neutral 3.90 3.61

2020-06-10 Neutral 4.20 4.05

2020-05-26 Sell 2.80 3.47

3.1 3.1 3.1 3.1 3.13.0 3.0 3.0 3.0

0.0

1.0

2.0

3.0

4.0
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Overall ESG Score: 3.20 (out of 4) 

E: GOOD 
Maybank monitors and reports on carbon emissions of its 
Malaysian and selected Singaporean operations. It 

established Responsible Lending Guidelines in 2015 and 
subsequently expanded these in 2018 to form its ESG 
policy. ESG risks are integrated into lending assessments, 

with the risk acceptance criteria finalised in 2018 for the 
palm oil sector, and enhanced in 2019 to cover mining and 
quarrying, forestry and logging and oil & gas sectors. It 

mobilised MYR13.6bn in sustainable finance in 2021. 
 
S: EXCELLENT 
It actively provides financing to micro SMEs, low-carbon 

solutions, and supports home ownership. Maybank invests 
in education programmes to help develop young talent. The 
group also embraces gender diversity with 55% of total 

workforce consisting of women, which make up 47% of 
management and 33% of its board of directors. 
 

G: EXCELLENT 
Maybank has not had any material data security or privacy 
issues over the past few years. The board of directors 

comprises two non-independent non-executive directors 
and nine independent non-executive ones. The group CEO 
is a non-independent executive director. 
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Malayan Banking (MAY MK) 

Dishing Out Dividends; Reiterate BUY 

Buy (Maintained) 
  Target Price (Return): MYR9.65 (+11%) 

Price (Market Cap): MYR8.67 (USD23,098m) 

ESG score: 3.20 (out of 4) 

Avg Daily Turnover (MYR/USD) 60.3m/13.8m 
    

Analysts 

 

David Chong, CFA 

603-9280 2026 
david.chongvc@rhbgroup.com 

Fiona Leong 

+603 9280 8886 
fiona.leong@rhbgroup.com  
 

 
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (0.4) 0.3 0.6 (3.1) (1.5) 

Relative 2.3 1.4 1.4 (0.4) 4.5 

52-wk Price low/high (MYR) 8.41 – 9.10 

 
 

 
Source: Bloomberg 

 

 

 Reiterate BUY, TP drops to MYR9.65 from MYR10.20, 11% upside with 
c.7% FY23F yield. We raise our COE assumption for Malayan Banking to 
reflect the persistent uncertainties in the macroeconomic environment. 
There is no change to our earnings forecasts and, as such, the adjustment 
of our TP reflects a lower implied fair P/BV. Maybank has a strong, 
established track record with respect to shareholder returns. In a range-
bound market, its dividend yields should be the key driver of total returns. 

 Lifting the ROE overhang with cash dividends. While Maybank’s 4Q22 
results were within expectations, its solid CET-1 of 14.8% allowed it to 
maintain its overall dividend payout ratio (c. 84.5%), albeit with a higher net 
cash payout portion of 77% (FY21: 58%). Management said that it would 
be comfortable with a CET-1 ratio of 13%. Premised on this, we think capital 
management will be an ongoing key theme for the group ahead. For FY23, 
Maybank’s targets are: i) ROE of 10.5-11%, ii) NIM compression of 5-8bps, 
iii) CIR of up to 47.5%, and iv) credit cost of 35-40bps. No specific guidance 
was given on loans, but Maybank expects to grow in line with industry 
growth. Key near-term earnings pressure should be NIM compression, in 
our view, but we expect this headwind to ease in the back half of 2023. 

 Raising COE assumption to reflect uncertain macroeconomic 
environment. Amid lingering macroeconomic uncertainties and volatilities, 
we are raising our COE assumption to 9.1% from 8.8%. Consequently, our 
TP drops to MYR9.65 from MYR10.20, in tandem with the revision in our 
GGM-derived intrinsic value to MYR9.26 (from MYR9.77). Our TP also 
incorporates an ESG premium of 4%, based on our in-house ESG 
methodology. The intrinsic value is based on a GGM-derived P/BV of 1.25x, 
ie slightly below the stock’s historical mean of 1.32x. 

This report marks the transfer of coverage on this stock to David Chong. 

 

Source: Company data, RHB 

95

97

98

100

101

103

104

106

107

109

8.3

8.4

8.5

8.6

8.7

8.8

8.9

9.0

9.1

9.2

M
a

r-
2

2

M
a

r-
2

2

A
p
r-

2
2

A
p
r-

2
2

M
a

y-
2
2

M
a

y-
2
2

J
u
n
-2

2

J
u
l-
2

2

J
u
l-
2

2

A
u
g

-2
2

A
u
g

-2
2

S
e
p

-2
2

S
e
p

-2
2

O
c
t-

2
2

O
c
t-

2
2

N
o
v
-2

2

D
e
c
-2

2

D
e
c
-2

2

J
a
n
-2

3

J
a
n
-2

3

F
e

b
-2

3

F
e

b
-2

3

Malayan Banking  (MAY MK)
Price Close

Relative to FTSE Bursa Malaysia KLCI Index (RHS)

Forecasts and Valuation Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Reported net profit (MYRm) 8,096             8,235             9,458             10,266           10,594           

Net profit growth (%) 24.9               1.7                 14.9               8.5                 3.2                 

Recurring net profit (MYRm) 8,096             8,235             9,458             10,266           10,594           

Recurring EPS (MYR) 0.70               0.69               0.78               0.85               0.87               

BVPS (MYR) 7.22               7.13               7.39               7.67               7.95               

DPS (MYR) 0.56               0.58               0.62               0.66               0.70               

Recurring P/E (x) 12.45             12.60             11.06             10.25             9.98               

P/B (x) 1.20               1.22               1.17               1.13               1.09               

Dividend Yield (%) 6.5                 6.6                 7.2                 7.6                 8.1                 

Return on average equity (%) 9.5                 9.6                 10.8               11.2               11.1               Return on average assets (%) 0.9                 0.9                 1.0                 1.0                 1.0                 

file:///D:/David/Banks/MY/Maybank/Reports/2023/david.chongvc@rhbgroup.com
file:///D:/David/Banks/MY/Maybank/Reports/2023/fiona.leong@rhbgroup.com
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 Market Dateline / PP 19489/05/2019 (035080) 

 

Financial Exhibits 
 

  Asia 

Malaysia 

Financial Services 

Malayan Banking 

MAY MK 

Buy 

 

Valuation basis 

GGM-derived intrinsic value with an ESG overlay. Key 
GGM assumptions are:  

i. COE of 9.1%;  
ii. ROE of 10.5%; 
iii. 3.5% long-term growth.  

 

Key drivers 

Our FY23F earnings are most sensitive to changes in:  
i. Loan impairment allowances;  
ii. NIM;   
iii. Gains or losses from investments.  

 

Key risks 

The downside risks include:  
i. Higher-than-expected credit costs; 
ii. Weaker-than-expected NIMs; 
iii. Weaker-than-expected non-II;  
iv. Adverse FX movements. 

 

Company Profile 

Malayan Banking is a fully integrated financial services 
group, and the largest bank in Malaysia. The group’s 

global network extends to 20 countries, including all 10 
Asean countries. The three home markets – Malaysia, 
Singapore and Indonesia – account for about 95% of 
total group pre-tax profits. 
 

 

 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Source: Company data, RHB  
 
  

Financial summary (MYR) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

EPS 0.70                   0.69                   0.78                   0.85                   0.87                   

Recurring EPS 0.70                   0.69                   0.78                   0.85                   0.87                   

DPS 0.56                   0.58                   0.62                   0.66                   0.70                   

BVPS 7.22                   7.13                   7.39                   7.67                   7.95                   

Valuation metrics Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Recurring P/E (x) 12.45                 12.60                 11.06                 10.25                 9.98                   

P/B (x) 1.2                     1.2                     1.2                     1.1                     1.1                     

Dividend Yield (%) 6.5                     6.6                     7.2                     7.6                     8.1                     

Income statement (MYRm) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Interest income 28,431               32,786               34,912               36,744               38,483               

Interest expense (9,342)                (12,101)              (13,875)              (14,616)              (15,284)              

Net interest income 19,089               20,685               21,037               22,129               23,200               

Non interest income 6,359                 6,930                 7,133                 7,640                 8,004                 

Total operating income 25,448               27,615               28,170               29,768               31,204               

Overheads (11,519)              (12,807)              (13,509)              (14,291)              (15,089)              

Pre-provision operating profit 13,930               14,808               14,661               15,477               16,115               

Loan impairment allowances (2,659)                (2,189)                (2,128)                (1,896)                (2,106)                

Other impairment allowances (571)                   (596)                   (100)                   (80)                     (80)                     

Income from associates 186                    131                    137                    144                    151                    

Pre-tax profit 10,887               12,153               12,571               13,645               14,081               

Taxation (2,565)                (3,780)                (2,954)                (3,207)                (3,309)                

Minority interests (225)                   (138)                   (159)                   (172)                   (178)                   

Reported net profit 8,096                 8,235                 9,458                 10,266               10,594               

Recurring net profit 8,096                 8,235                 9,458                 10,266               10,594               

Profitability ratios Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Return on average assets (%) 0.9 0.9 1.0 1.0 1.0

Return on average equity (%) 9.5 9.6 10.8 11.2 11.1

Return on IEAs (%) 3.4 3.8 3.8 3.9 3.9

Cost of funds (%) 1.3 1.6 1.8 1.8 1.8

Net interest spread (%) 2.1 2.1 2.1 2.1 2.1

Net interest margin (%) 2.3 2.4 2.3 2.3 2.3

Non-interest income / total income (%) 25.0 25.1 25.3 25.7 25.7

Cost to income ratio (%) 45.3 46.4 48.0 48.0 48.4

Credit cost (bps) 49.3 38.4 35.4 30.1 32.0

Balance sheet (MYRm) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Total gross loans 553,789             587,122             616,478             644,220             669,988             

Other interest earning assets 294,896             299,729             314,319             328,097             341,095             

Total gross IEAs 848,685             886,850             930,797             972,317             1,011,083          

Total provisions (11,901)              (11,734)              (11,500)              (11,121)              (10,880)              

Net loans to customers 541,888             575,387             604,978             633,099             659,108             

Total net IEAs 836,784             875,116             919,296             961,196             1,000,203          

Total non-IEAs 51,389               72,698               69,055               66,436               64,794               

Total assets 888,173             947,814             988,352             1,027,631          1,064,998          

Customer deposits 617,688             639,396             671,243             701,321             729,374             

Other interest-bearing liabilities 104,847             122,411             125,083             128,529             131,696             

Total IBLs 722,536             761,807             796,327             829,851             861,070             

Total non-IBLs 77,084               97,089               99,295               101,141             103,147             

Total liabilities 799,620             858,896             895,621             930,992             964,217             

Share capital 53,156               54,619               55,279               55,940               56,699               

Shareholders' equity 85,811               85,957               89,611               93,348               97,311               

Minority interests 2,742                 2,961                 3,120                 3,292                 3,470                 

Asset quality and capital Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Reported NPLs / gross cust loans (%) 2.0 1.6 1.5 1.4 1.4

Total provisions / reported NPLs (%) 107.8 127.5 128.7 123.3 120.3

CET-1 ratio (%) 16.1 15.7 15.3 15.3 15.3

Tier-1 ratio (%) 16.8 16.4 15.9 15.9 15.9

Total capital ratio (%) 19.7 19.2 18.6 18.4 18.3
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Valuation and TP 

Figure 1:  Maybank – GGM valuation with ESG overlay 
     

Cost of equity (COE) computation:  Sustainable ROE (%) 10.5 

Risk free rate (%) 4.0  COE (%) 9.1 

Equity premium (%) 5.1  Long-term growth (g) 3.5 

Beta (x) 1.0  Implied P/BV (x) 1.25 

Cost of equity - CAPM (%) 9.1  BVPS – 12-mth rolling forward MYR7.40 

   Intrinsic value MYR9.26 

ESG premium/(discount) (%) 4.0  ESG premium/(discount) MYR0.37 

   TP (rounded) MYR9.65 
     

 

Source: Company data, RHB 

 

Figure 2:  Maybank’s 12-month forward consensus P/E Figure 3:  Maybank’s 12-month forward consensus P/BV  

  

Source: Bloomberg, RHB Source: Bloomberg, RHB 
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Recommendation Chart 

 
Source: RHB, Bloomberg 

 
 

Source: RHB, Bloomberg 

 

 

 

ESG Rating History 

 
Source: RHB 
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 Recommendations & Target Price

Buy Neutral Sell Trading Buy Take Profit Not Rated

Date Recommendation Target Price Price

2023-02-28 Buy 10.2 8.8

2022-11-24 Buy 10.2 8.8

2022-08-25 Buy 10.6 8.8

2022-02-25 Buy 10.4 8.9

2021-11-25 Buy 10.6 8.1

2021-08-26 Buy 10.3 8.5

2021-05-27 Buy 10.7 8.3

2021-02-26 Buy 10.0 8.0

2020-12-16 Buy 10.0 8.8

2020-11-29 Buy 9.8 8.3

2020-08-28 Buy 9.4 7.3

2020-06-10 Buy 9.6 8.2

2020-05-22 Neutral 7.0 7.4

2020-03-31 Neutral 7.7 7.5

2020-02-28 Buy 9.6 8.4

3.3 3.3 3.3 3.3 3.2 3.2 3.2 3.2 3.2

0.0

1.0

2.0

3.0

4.0
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Overall ESG Score: 3.10 (out of 4) 

E: GOOD 
HL Bank is committed to reducing its greenhouse gas 

emissions by 15-25% by 2026, and achieving net-zero 
Scope 1 & 2 by 2030, and carbon neutrality by 2050. Being 
a retail-focused bank, lending exposures to the 

commodities and oil & gas sectors are insignificant. It 
targets financing of MYR4bn for renewable energy projects 
by FY25 (FY22: 2.4bn), and MYR12bn green and 

affordable mortgages by FY23 (FY22: MYR10.8bn). 
S: GOOD 
HL Bank embraces gender diversity, with 39% of senior 

management being made up of women, and 37.5% of 
women being in the board of directors. It actively assists 
customers in financial difficulties – the bank approved 

payment relief assistance plans totalling MYR35.4bn in 
FY22. 
G: EXCELLENT 

It has not had any material data security or privacy issues 
over the past few years. The board of directors comprises 
one executive director and seven non-executive ones, of 

which five are independent non-executive directors. 
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Hong Leong Bank (HLBK MK) 

Firmly On a Steady Growth Path; Stay BUY 

Buy (Maintained) 
  Target Price (Return): MYR23.10 (+12%) 

Price (Market Cap): MYR20.56 (USD9,966m) 

ESG score: 3.10 (out of 4) 

Avg Daily Turnover (MYR/USD) 22.9m/5.24m 
    

Analysts 

 

David Chong, CFA 

603-9280 2026 
david.chongvc@rhbgroup.com 

Fiona Leong 

+603 9280 8886 
fiona.leong@rhbgroup.com  
 

 
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute 0.0 1.9 1.1 (1.5) 2.7 

Relative 2.5 3.1 1.7 0.7 10.0 

52-wk Price low/high (MYR) 19.6 – 21.3 

 
 

 
Source: Bloomberg 

 

 

 Stay BUY, TP drops to MYR23.10 from MYR24.60, 12% upside with 
c.3% FY23F (Jun) yield. We raise our COE for Hong Leong Bank to reflect 
continued uncertainties in the macroeconomic environment. There is no 
change to our earnings forecasts and, hence, the change in TP is a 
reflection of a lower implied fair P/BV. That said, we continue to like the 
stock, as HL Bank remains a well-managed bank with solid asset quality. It 
is also well-placed to benefit from China’s economic recovery, thanks to 
associate Bank of Chengdu (BOCD).  

 Well on track to meet FY23 targets. HL Bank’s 2QFY23 results were 
slightly ahead of estimates, underpinned by strong non-II growth, benign 
credit cost and better-than-expected contribution from BOCD. Loans 
expanded by 8% YoY, and the bank is on track to deliver above-average 
industry growth – thanks to a solid pipeline from residential mortgages, SME 
and commercial banking while asset quality held up well. The only slight 
dent was NIM, where management toned down its full-year guidance to 
2.1% vs 2.14% earlier. We see heightened NIM pressures in 2HFY23, but 
this should ease in 1HFY24. Overall, HL Bank is well on track to deliver on 
its >12% FY23F ROE target as – apart from NIM – it has done well in other 
areas. 

 Raising COE assumption to reflect uncertain macroeconomic 
environment. Amid lingering macroeconomic uncertainties and volatilities, 
we increase our COE assumption to 9.2% from 8.8%. Consequently, our 
TP drops to MYR23.10 from MYR24.60, in tandem with the reduction in our 
GGM-derived intrinsic value to MYR22.60 (from MYR24.20). Our TP 
includes a 2% ESG premium, based on RHB’s in-house ESG methodology. 
Our intrinsic value is based on a GGM-derived P/BV of 1.32x – which is at 
a discount to the historical mean of 1.45x.  

This report marks the transfer of coverage on this stock to David Chong. 

 

Source: Company data, RHB 
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Hong Leong Bank  (HLBK MK)
Price Close

Relative to FTSE Bursa Malaysia KLCI Index (RHS)

Forecasts and Valuation Jun-21 Jun-22 Jun-23F Jun-24F Jun-25F

Reported net profit (MYRm) 2,861             3,289             3,846             4,077             4,312             

Net profit growth (%) 14.7               15.0               16.9               6.0                 5.8                 

Recurring net profit (MYRm) 2,861             3,289             3,846             4,077             4,312             

Recurring EPS (MYR) 1.40               1.61               1.88               1.99               2.11               

BVPS (MYR) 14.39             15.13             16.48             17.83             19.21             

DPS (MYR) 0.50               0.55               0.66               0.70               0.74               

Recurring P/E (x) 14.71             12.80             10.95             10.33             9.77               

P/B (x) 1.43               1.36               1.25               1.15               1.07               

Dividend Yield (%) 2.4                 2.7                 3.2                 3.4                 3.6                 

Return on average equity (%) 10.1               10.9               11.9               11.6               11.4               Return on average assets (%) 1.2                 1.3                 1.5                 1.5                 1.5                 

file:///D:/David/Banks/MY/Hong%20Leong/Reports/2023/david.chongvc@rhbgroup.com
file:///D:/David/Banks/MY/Hong%20Leong/Reports/2023/fiona.leong@rhbgroup.com
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Financial Exhibits 
 

  Asia 

Malaysia 

Financial Services 

Hong Leong Bank 

HLBK MK 

Buy 

 

Valuation basis 

GGM-derived intrinsic value with an ESG overlay. Key 
GGM assumptions are:  

i. Cost of equity of 9.2%; 
ii. ROE of 11.0%; 
iii. Long-term growth of 3.5%.  

 

Key drivers 

Our earnings forecasts are most sensitive to changes 
in:  

i. Net interest margin; 
ii. Loan impairment allowances; 
iii. Contributions from associates.  

 

Key risks 

The downside risks include:  
i. Weaker-than-expected loan growth; 
ii. Softer-than-expected NIMs; 
iii. Lower-than-expected non-interest income;  
iv. Lower-than-expected profits from Bank of 

Chengdu. 
 

Company Profile 

Hong Leong Bank provides conventional and Islamic 
banking services. The group’s operations span across 
Malaysia, Singapore, Hong Kong, Vietnam, Cambodia 
and China, via its strategic shareholding in Bank of 
Chengdu. 
 

 

 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Source: Company data, RHB  
 
 

 
 

 

  

Financial summary (MYR) Jun-21 Jun-22 Jun-23F Jun-24F Jun-25F

EPS 1.40                   1.61                   1.88                   1.99                   2.11                   

Recurring EPS 1.40                   1.61                   1.88                   1.99                   2.11                   

DPS 0.50                   0.55                   0.66                   0.70                   0.74                   

BVPS 14.39                 15.13                 16.48                 17.83                 19.21                 

Valuation metrics Jun-21 Jun-22 Jun-23F Jun-24F Jun-25F

Recurring P/E (x) 14.71                 12.80                 10.95                 10.33                 9.77                   

P/B (x) 1.4                     1.4                     1.2                     1.2                     1.1                     

Dividend Yield (%) 2.4                     2.7                     3.2                     3.4                     3.6                     

Income statement (MYRm) Jun-21 Jun-22 Jun-23F Jun-24F Jun-25F

Interest income 7,116                 7,327                 9,618                 10,280               10,847               

Interest expense (2,806)                (2,709)                (4,684)                (5,033)                (5,345)                

Net interest income 4,310                 4,618                 4,934                 5,246                 5,502                 

Non interest income 1,157                 979                    1,078                 1,085                 1,130                 

Total operating income 5,467                 5,597                 6,012                 6,331                 6,632                 

Overheads (2,078)                (2,098)                (2,224)                (2,328)                (2,426)                

Pre-provision operating profit 3,389                 3,499                 3,787                 4,003                 4,205                 

Loan impairment allowances (654)                   (164)                   (155)                   (171)                   (179)                   

Other impairment allowances (0)                       1                        1                        1                        1                        

Income from associates 736                    1,030                 1,030                 1,108                 1,191                 

Pre-tax profit 3,471                 4,367                 4,663                 4,940                 5,218                 

Taxation (610)                   (1,078)                (817)                   (862)                   (906)                   

Reported net profit 2,861                 3,289                 3,846                 4,077                 4,312                 

Recurring net profit 2,861                 3,289                 3,846                 4,077                 4,312                 

Profitability ratios Jun-21 Jun-22 Jun-23F Jun-24F Jun-25F

Return on average assets (%) 1.2 1.3 1.5 1.5 1.5

Return on average equity (%) 10.1 10.9 11.9 11.6 11.4

Return on IEAs (%) 3.3 3.1 3.8 3.9 3.9

Cost of funds (%) 1.5 1.3 2.1 2.1 2.2

Net interest spread (%) 1.8 1.8 1.7 1.7 1.7

Net interest margin (%) 2.0 2.0 2.0 2.0 2.0

Non-interest income / total income (%) 21.2 17.5 17.9 17.1 17.0

Cost to income ratio (%) 38.0 37.5 37.0 36.8 36.6

Credit cost (bps) 43.3 10.1 8.9 9.2 9.1

Balance sheet (MYRm) Jun-21 Jun-22 Jun-23F Jun-24F Jun-25F

Total gross loans 155,840             168,224             180,841             190,787             200,326             

Other interest earning assets 70,284               72,736               78,663               81,990               85,484               

Total gross IEAs 226,124             240,960             259,504             272,777             285,811             

Total provisions (1,769)                (1,736)                (2,009)                (2,041)                (2,143)                

Net loans to customers 154,071             166,488             178,832             188,746             198,183             

Total net IEAs 224,355             239,224             257,495             270,736             283,667             

Total non-IEAs 12,774               15,107               15,560               17,045               18,299               

Total assets 237,129             254,331             273,056             287,781             301,967             

Customer deposits 184,435             199,961             214,958             227,855             239,932             

Other interest-bearing liabilities 15,371               13,753               15,067               14,665               14,279               

Total IBLs 199,806             213,714             230,025             242,521             254,211             

Total non-IBLs 7,864                 9,629                 9,279                 8,752                 8,410                 

Total liabilities 207,670             223,342             239,304             251,273             262,620             

Share capital 7,739                 7,739                 7,739                 7,739                 7,739                 

Shareholders' equity 29,459               30,989               33,751               36,508               39,346               

Asset quality and capital Jun-21 Jun-22 Jun-23F Jun-24F Jun-25F

Reported NPLs / gross cust loans (%) 0.5 0.5 0.5 0.5 0.5

CET-1 ratio (%) 12.2 12.1 11.6 12.2 12.6

Tier-1 ratio (%) 12.8 13.2 12.6 13.1 13.4

Total capital ratio (%) 14.9 15.3 14.4 14.8 15.0
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Valuation and TP 

 
Figure 2: HL Bank’s 12-month forward consensus P/E 

Figure 3: HL Bank’s 12-month forward consensus P/BV  

  

Source: Bloomberg, RHB Source: Bloomberg, RHB 

 
 
 

  

7.0x

9.0x

11.0x

13.0x

15.0x

17.0x

19.0x

J
a

n
-0

9

A
u

g
-0

9

M
a

r-
1
0

O
c
t-

1
0

M
a

y
-1

1

D
e
c
-1

1

J
u

l-
1

2

F
e

b
-1

3

S
e

p
-1

3

A
p

r-
1
4

N
o
v
-1

4

J
u

n
-1

5

J
a

n
-1

6

A
u

g
-1

6

M
a

r-
1
7

O
c
t-

1
7

M
a

y
-1

8

D
e
c
-1

8

J
u

l-
1

9

F
e

b
-2

0

S
e

p
-2

0

A
p

r-
2
1

N
o
v
-2

1

J
u

n
-2

2

J
a

n
-2

3

Fwd P/E Mean +1SD -1SD

12.3x

13.9x

10.6x

8.3x
6

8

10

12

14

16

18

0.8x

1.0x

1.2x

1.4x

1.6x

1.8x

2.0x

2.2x

J
a

n
-0

9

A
u

g
-0

9

M
a

r-
1
0

O
c
t-

1
0

M
a

y
-1

1

D
e
c
-1

1

J
u

l-
1

2

F
e

b
-1

3

S
e

p
-1

3

A
p

r-
1
4

N
o
v
-1

4

J
u

n
-1

5

J
a

n
-1

6

A
u

g
-1

6

M
a

r-
1
7

O
c
t-

1
7

M
a

y
-1

8

D
e
c
-1

8

J
u

l-
1

9

F
e

b
-2

0

S
e

p
-2

0

A
p

r-
2
1

N
o
v
-2

1

J
u

n
-2

2

J
a

n
-2

3

(%)Fwd P/BV Mean +1sd

-1sd ROE (RHS)

1.21x

1.45x

1.70x

1.3x

Figure 1: HL Bank – GGM valuation with ESG overlay 
     

Cost of equity (COE) computation:  Sustainable ROE (%) 11.00 

Risk free rate (%) 4.00  COE (%) 9.19 

Equity premium (%) 5.19  Long-term growth (g) 3.5 

Beta (x) 1.00  Implied P/BV (x) 1.32 

Cost of equity - CAPM (%) 9.19  BVPS – 12-month forward MYR17.15 

   Intrinsic value MYR22.59 

ESG premium/(discount) (%) 2.00  ESG premium/(discount) MYR0.45 

   TP (rounded) MYR23.10 
     

 

Source: Company data, RHB 
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Recommendation Chart 

 
Source: RHB, Bloomberg 

 
 

Source: RHB, Bloomberg 

 

 

 

ESG Rating History 

 
Source: RHB 
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 Recommendations & Target Price

Buy Neutral Sell Trading Buy Take Profit Not Rated

Date Recommendation Target Price Price

2022-11-30 Buy 24.6 20.9

2022-08-31 Buy 23.9 20.9

2022-05-30 Buy 23.7 21.1

2022-03-01 Buy 23.5 20.4

2021-11-30 Buy 23.1 18.1

2021-08-31 Buy 21.7 19.2

2021-05-27 Buy 22.5 18.3

2021-02-28 Buy 21.9 18.0

2020-12-16 Buy 21.9 18.7

2020-11-29 Buy 19.6 17.0

2020-11-16 Buy 19.6 17.1

2020-08-31 Buy 18.3 14.0

2020-06-10 Buy 18.2 15.2

2020-05-31 Buy 15.8 13.6

2020-03-31 Buy 16.2 13.5

3.1 3.1 3.1 3.1 3.1 3.1 3.1 3.1 3.1

0.0

1.0

2.0

3.0

4.0
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Overall ESG Score: 3.00 (out of 4) 

E: GOOD 
Public Bank emits the least amount of greenhouse gases 

(GHG), on a total and per employee basis, among the three 
large cap Malaysian banks. It also recorded a 4% YoY 
reduction in its GHG emissions in 2021. Public Bank also 

offers attractive rates on financing for energy-efficient 
vehicles (EEV) and solar panels to encourage consumption 
of environmentally-friendly products. 

 
S: EXCELLENT 
Public Bank offers affordable rates to first-time homebuyers 

under its PB First Home Loan initiative. The bank was a 
major provider of assistance throughout the COVID-19 
pandemic, having approved >MYR80bn in loan repayment 

assistance and benefitting over 400,000 customers. 
Embraces gender diversity with 48% of women in 
management, 50% in top management and 33% of women 

in the Board of Directors. Has a low staff attrition rate of 
5.1%.  
 

G: EXCELLENT 
Has not had any material data security or privacy issues 
over the past few years. The Board of Directors is decently 

diverse, with well-defined roles and responsibilities for each 
member. Board members, senior management, and 
employees undergo training on matters of compliance, 

good governance and banking best practices.  
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Public Bank (PBK MK) 

No Near-Term Catalysts; Downgrade to NEUTRAL 

Neutral (from Buy) 
  Target Price (Return): MYR4.50 (+9%) 

Price (Market Cap): MYR4.11 (USD17,839m) 

ESG score: 3.00 (out of 4) 

Avg Daily Turnover (MYR/USD) 65.2m/14.9m 
    

Analysts 

 

David Chong, CFA 

603-9280 2026 
david.chongvc@rhbgroup.com 

Fiona Leong 

+603 9280 8886 
fiona.leong@rhbgroup.com  
 

 
Share Performance (%)  

 YTD 1m 3m 6m 12m 

Absolute (4.9) (0.3) (6.8) (11.4) (4.4) 

Relative (2.4) 0.5 (6.3) (9.0) 1.3 

52-wk Price low/high (MYR) 4.10 – 4.78 

 
 

 
Source: Bloomberg 

 

 

 Downgrade to NEUTRAL from Buy, new MYR4.50 TP from MYR5, 9% 
upside with c.5% FY23F yield. Amid an uncertain macroeconomic 
environment, coupled with lacklustre earnings prospects in the near term 
due to NIM pressures, Public Bank’s share price performance could remain 
subdued. We consider the stock as defensive, and it should outperform if 
the macroeconomic environment deteriorates meaningfully – but this is not 
our base case scenario at the moment. Moreover, dividend yields, while 
decent, still lag behind that of peers (highest dividend yielders offer c.7%).  

 Watch out for “catch-down” in near-term NIMs. Recall that its 4Q22 
results were a slight beat as NIM (+16bps QoQ) proved surprisingly strong. 
We believe this was achieved by Public Bank managing its deposit mix 
(fixed deposits were down 1% QoQ, and we note a shift in mix to shorter-
term maturities) and costs well. That said, we expect a “catch-up” in funding 
cost, due to, among others: i) The group rebuilding its longer-term fixed 
deposits; ii) normalisation in the CASA mix (4Q22: 29.9% vs pre-COVID-19 
average of 25%), and iii) ongoing competitive pressures. As such, we think 
the NIM compression, especially in 1H23, could be more severe as 
compared to peers. We projected FY23F NIM compression of 11bps for the 
group, which we have left unchanged for now. This is higher than the mid-
single digit decline in NIM that we forecasted for its big-cap peers. 

 Amid lingering macroeconomic uncertainties and volatilities, we 
increase our COE assumption to 9.0% from 8.5%. Consequently, our TP 
drops to MYR4.50 from MYR5. Our new TP is based on an intrinsic value 
of MYR4.55, with a ESG premium/discount of 0% applied as per our in-
house proprietary methodology – Public Bank’s ESG score of 3 out of 4 is 
on par with our country median. Our intrinsic value is based on a GGM-
derived P/BV of 1.63x, which is a little below -1SD from the historical mean. 

This report marks the transfer of coverage on this stock to David Chong. 

 

Source: Company data, RHB 
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Public Bank  (PBK MK)
Price Close

Relative to FTSE Bursa Malaysia KLCI Index (RHS)

Forecasts and Valuation Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Reported net profit (MYRm) 5,537             6,007             6,837             7,214             7,471             

Net profit growth (%) 16.7               8.5                 13.8               5.5                 3.6                 

Recurring net profit (MYRm) 5,537             6,007             6,837             7,214             7,471             

Recurring EPS (MYR) 0.29               0.31               0.35               0.37               0.38               

BVPS (MYR) 2.48               2.59               2.80               2.98               3.16               

DPS (MYR) 0.15               0.17               0.19               0.20               0.21               

Recurring P/E (x) 14.41             13.28             11.67             11.06             10.68             

P/B (x) 1.66               1.59               1.47               1.38               1.30               

Dividend Yield (%) 3.7                 4.1                 4.6                 4.9                 5.0                 

Return on average equity (%) 11.6               12.2               13.1               12.9               12.5               Return on average assets (%) 1.2                 1.3                 1.4                 1.4                 1.4                 

file:///D:/David/Banks/MY/Public%20Bank/Reports/2023/david.chongvc@rhbgroup.com
file:///D:/David/Banks/MY/Public%20Bank/Reports/2023/fiona.leong@rhbgroup.com
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Financial Exhibits 
 

  Asia 

Malaysia 

Financial Services 

Public Bank 

PBK MK 

Neutral 

 

Valuation basis 

GGM-derived intrinsic value with an ESG overlay. Key 
GGM assumptions are:  

i. COE of 9.0%; 
ii. ROE of 12.5%; 
iii. 3.5% long-term growth. 

 

Key drivers 

Our FY23F earnings are most sensitive to changes in:  
i. Net interest margin; 
ii. Credit cost;  
iii. Non-interest income growth. 

 

Key risks 

Downside risks include:  
i. Weaker-than-expected NIMs; 
ii. Sharper-than-expected deterioration in asset 

quality; 
iii. Weaker-than-expected non-interest income. 

 
The converse represents upside risks. 
 

Company Profile 

Public Bank is Malaysia's third largest banking group by 
assets. The group also has overseas operations in 
Cambodia, Vietnam, Laos and Hong Kong. 

 

 

 

 
 

 
 

 
 

 
 

 
 

 
 

 
 

Source: Company data, RHB  
 
  

Financial summary (MYR) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

EPS 0.29                   0.31                   0.35                   0.37                   0.38                   

Recurring EPS 0.29                   0.31                   0.35                   0.37                   0.38                   

DPS 0.15                   0.17                   0.19                   0.20                   0.21                   

BVPS 2.48                   2.59                   2.80                   2.98                   3.16                   

Valuation metrics Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Recurring P/E (x) 14.41                 13.28                 11.67                 11.06                 10.68                 

P/B (x) 1.7                     1.6                     1.5                     1.4                     1.3                     

Dividend Yield (%) 3.7                     4.1                     4.6                     4.9                     5.0                     

Income statement (MYRm) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Interest income 16,110               18,117               19,267               20,204               21,156               

Interest expense (6,301)                (7,205)                (8,203)                (8,613)                (9,135)                

Net interest income 9,809                 10,911               11,063               11,591               12,021               

Non interest income 2,616                 2,414                 2,643                 2,829                 2,972                 

Total operating income 12,425               13,326               13,706               14,420               14,993               

Overheads (3,965)                (4,235)                (4,507)                (4,716)                (4,935)                

Pre-provision operating profit 8,460                 9,090                 9,200                 9,704                 10,058               

Loan impairment allowances (1,201)                (366)                   (363)                   (385)                   (407)                   

Other impairment allowances (6)                       (13)                     (8)                       (7)                       (6)                       

Income from associates (5)                       7                        7                        10                      10                      

Pre-tax profit 7,247                 8,718                 8,836                 9,323                 9,655                 

Taxation (1,637)                (2,661)                (1,944)                (2,051)                (2,124)                

Minority interests (73)                     (50)                     (55)                     (58)                     (60)                     

Reported net profit 5,537                 6,007                 6,837                 7,214                 7,471                 

Recurring net profit 5,537                 6,007                 6,837                 7,214                 7,471                 

Profitability ratios Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Return on average assets (%) 1.2 1.3 1.4 1.4 1.4

Return on average equity (%) 11.6 12.2 13.1 12.9 12.5

Return on IEAs (%) 3.6 3.9 3.9 3.9 3.9

Cost of funds (%) 1.6 1.7 1.9 1.9 2.0

Net interest spread (%) 2.0 2.1 2.0 2.0 2.0

Net interest margin (%) 2.2 2.3 2.3 2.3 2.2

Non-interest income / total income (%) 21.1 18.1 19.3 19.6 19.8

Cost to income ratio (%) 31.9 31.8 32.9 32.7 32.9

Credit cost (bps) 34.1 9.9 9.4 9.5 9.7

Balance sheet (MYRm) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Total gross loans 358,027             376,892             395,227             412,551             430,679             

Other interest earning assets 97,962               103,158             107,682             112,755             118,075             

Total gross IEAs 455,989             480,050             502,909             525,307             548,754             

Total provisions (3,974)                (4,309)                (4,520)                (4,752)                (5,010)                

Net loans to customers 354,052             372,583             390,706             407,800             425,669             

Total net IEAs 452,014             475,741             498,388             520,555             543,744             

Total non-IEAs 10,725               17,522               10,088               8,554                 7,149                 

Total assets 462,739             493,263             508,476             529,109             550,894             

Customer deposits 380,394             394,719             414,455             433,105             452,595             

Other interest-bearing liabilities 20,211               32,889               25,190               23,521               22,067               

Total IBLs 400,606             427,608             439,645             456,626             474,662             

Total non-IBLs 12,708               14,129               13,096               13,226               13,388               

Total liabilities 413,314             441,737             452,741             469,852             488,050             

Share capital 9,418                 9,418                 9,418                 9,418                 9,418                 

Shareholders' equity 48,163               50,179               54,334               57,797               61,324               

Minority interests 1,263                 1,347                 1,402                 1,460                 1,520                 

Asset quality and capital Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Reported NPLs / gross cust loans (%) 0.3 0.4 0.5 0.5 0.5

Total provisions / reported NPLs (%) 360.7 272.0 254.2 237.5 239.8

CET-1 ratio (%) 13.8 14.7 15.3 15.7 16.0

Tier-1 ratio (%) 13.9 14.8 15.3 15.7 16.1

Total capital ratio (%) 17.0 17.8 18.2 18.5 18.8
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Valuation and TP 

Figure 1:  Public Bank – GGM valuation with ESG overlay 
     

Cost of equity (COE) computation:  Sustainable ROE (%) 12.5 

Risk free rate (%) 4.0  COE (%) 9.0 

Equity premium (%) 5.2  Long-term growth (g) 3.5 

Beta (x) 1.0  Implied P/BV (x) 1.63 

Cost of equity - CAPM (%) 9.0  BVPS – 12-mth rolling forward MYR2.80 

   Intrinsic value MYR4.55 

ESG premium/(discount) (%) -  ESG premium/(discount) - 

   TP (rounded) MYR4.50 
 

Source: Company data, RHB 

 

Figure 2:  Public Bank’s 12-month forward consensus P/E Figure 3:  Public Bank’s 12-month forward consensus P/BV  

  

Source: Bloomberg, RHB Source: Bloomberg, RHB 
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Recommendation Chart 

 
Source: RHB, Bloomberg 

 
 

Source: RHB, Bloomberg 

 

 

 

ESG Rating History 

 
Source: RHB 
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 Recommendations & Target Price

Buy Neutral Sell Trading Buy Take Profit Not Rated

Date Recommendation Target Price Price

2023-02-28 Buy 5.00 4.13

2023-01-04 Buy 5.00 4.28

2022-08-29 Neutral 5.00 4.63

2022-07-25 Neutral 5.00 4.62

2022-05-30 Neutral 4.90 4.59

2022-02-27 Neutral 4.70 4.37

2021-11-29 Neutral 4.30 3.96

2021-08-29 Neutral 4.30 4.18

2021-05-12 Neutral 4.50 4.14

2021-02-26 Neutral 4.30 4.16

2020-12-16 Neutral 4.32 4.38

2020-11-30 Buy 4.32 3.48

2020-11-16 Buy 4.12 3.70

2020-08-31 Buy 3.68 3.28

2020-06-10 Neutral 3.72 3.47

2.9 2.9 2.9 2.9 2.9 2.9 3.0 3.0 3.0

0.0

1.0

2.0

3.0

4.0
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RHB Guide to Investment Ratings 

 
Buy:  Share price may exceed 10% over the next 12 months 
Trading Buy:  Share price may exceed 15% over the next 3 months, however longer-

term outlook remains uncertain 
Neutral:  Share price may fall within the range of +/- 10% over the next  

12 months  
Take Profit:  Target price has been attained. Look to accumulate at lower levels 
Sell:  Share price may fall by more than 10% over the next 12 months 
Not Rated:  Stock is not within regular research coverage 
 

Investment Research Disclaimers 
 
RHB has issued this report for information purposes only. This report is intended for 
circulation amongst RHB and its affiliates’ clients generally or such persons as may be 

deemed eligible by RHB to receive this report and does not have regard to the specific 
investment objectives, financial situation and the particular needs of any specific person 
who may receive this report.  This report is not intended, and should not under any 
circumstances be construed as, an offer or a solicitation of an offer to buy or sell the 
securities referred to herein or any related financial instruments. 
 
This report may further consist of, whether in whole or in part, summaries, research, 
compilations, extracts or analysis that has been prepared by RHB’s strategic, joint 
venture and/or business partners. No representation or warranty (express or implied) 
is given as to the accuracy or completeness of such information and accordingly 
investors should make their own informed decisions before relying on the same. 
 
This report is not directed to, or intended for distribution to or use by, any person or 
entity who is a citizen or resident of or located in any locality, state, country or other 
jurisdiction where such distribution, publication, availability or use would be contrary to 
the applicable laws or regulations. By accepting this report, the recipient hereof (i) 
represents and warrants that it is lawfully able to receive this document under the laws 
and regulations of the jurisdiction in which it is located or other applicable laws and (ii) 
acknowledges and agrees to be bound by the limitations contained herein. Any failure 
to comply with these limitations may constitute a violation of applicable laws. 
 

All the information contained herein is based upon publicly available information and 
has been obtained from sources that RHB believes to be reliable and correct at the 
time of issue of this report. However, such sources have not been independently 
verified by RHB and/or its affiliates and this report does not purport to contain all 
information that a prospective investor may require. The opinions expressed herein 
are RHB’s present opinions only and are subject to change without prior notice. RHB 
is not under any obligation to update or keep current the information and opinions 
expressed herein or to provide the recipient with access to any additional information. 
Consequently, RHB does not guarantee, represent or warrant, expressly or impliedly, 
as to the adequacy, accuracy, reliability, fairness or completeness of the information 
and opinion contained in this report. Neither RHB (including its officers, directors, 
associates, connected parties, and/or employees) nor does any of its agents accept 
any liability for any direct, indirect or consequential losses, loss of profits and/or 
damages that may arise from the use or reliance of this research report and/or further 
communications given in relation to this report. Any such responsibility or liability is 
hereby expressly disclaimed. 
 
Whilst every effort is made to ensure that statement of facts made in this report are 
accurate, all estimates, projections, forecasts, expressions of opinion and other 
subjective judgments contained in this report are based on assumptions considered to 

be reasonable and must not be construed as a representation that the matters referred 
to therein will occur. Different assumptions by RHB or any other source may yield 
substantially different results and recommendations contained on one type of research 
product may differ from recommendations contained in other types of research. The 
performance of currencies may affect the value of, or income from, the securities or 
any other financial instruments referenced in this report. Holders of depositary receipts 
backed by the securities discussed in this report assume currency risk. Past 
performance is not a guide to future performance. Income from investments may 
fluctuate. The price or value of the investments to which this report relates, either 
directly or indirectly, may fall or rise against the interest of investors. 
 

This report may contain comments, estimates, projections, forecasts and expressions 
of opinion relating to macroeconomic research published by RHB economists of which 
should not be considered as investment ratings/advice and/or a recommendation by 
such economists on any securities discussed in this report. 
 
This report does not purport to be comprehensive or to contain all the information that a 
prospective investor may need in order to make an investment decision. The recipient of 
this report is making its own independent assessment and decisions regarding any 
securities or financial instruments referenced herein. Any investment discussed or 
recommended in this report may be unsuitable for an investor depending on the investor’s 

specific investment objectives and financial position. The material in this report is general 
information intended for recipients who understand the risks of investing in financial 
instruments. This report does not take into account whether an investment or course of 
action and any associated risks are suitable for the recipient. Any recommendations 
contained in this report must therefore not be relied upon as investment advice based on 
the recipient's personal circumstances. Investors should make their own independent 
evaluation of the information contained herein, consider their own investment objective, 
financial situation and particular needs and seek their own financial, business, legal, tax 
and other advice regarding the appropriateness of investing in any securities or the 
investment strategies discussed or recommended in this report. 
 

This report may contain forward-looking statements which are often but not always 
identified by the use of words such as “believe”, “estimate”, “intend” and “expect” and 
statements that an event or result “may”, “will” or “might” occur or be achieved and 
other similar expressions. Such forward-looking statements are based on assumptions 
made and information currently available to RHB and are subject to known and 
unknown risks, uncertainties and other factors which may cause the actual results, 

performance or achievement to be materially different from any future results, 
performance or achievement, expressed or implied by such forward-looking 
statements. Caution should be taken with respect to such statements and recipients 
of this report should not place undue reliance on any such forward-looking statements. 
RHB expressly disclaims any obligation to update or revise any forward-looking 
statements, whether as a result of new information, future events or circumstances 
after the date of this publication or to reflect the occurrence of unanticipated events. 
 
The use of any website to access this report electronically is done at the recipient’s own 
risk, and it is the recipient’s sole responsibility to take precautions to ensure that it is free 
from viruses or other items of a destructive nature. This report may also provide the 

addresses of, or contain hyperlinks to, websites. RHB takes no responsibility for the 
content contained therein. Such addresses or hyperlinks (including addresses or 
hyperlinks to RHB own website material) are provided solely for the recipient’s 
convenience. The information and the content of the linked site do not in any way form 
part of this report. Accessing such website or following such link through the report or 
RHB website shall be at the recipient’s own risk. 
 
This report may contain information obtained from third parties. Third party content 
providers do not guarantee the accuracy, completeness, timeliness or availability of any 
information and are not responsible for any errors or omissions (negligent or otherwise), 
regardless of the cause, or for the results obtained from the use of such content. Third 
party content providers give no express or implied warranties, including, but not limited 
to, any warranties of merchantability or fitness for a particular purpose or use. Third party 
content providers shall not be liable for any direct, indirect, incidental, exemplary, 
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, 
or losses (including lost income or profits and opportunity costs) in connection with any 
use of their content.  
 
The research analysts responsible for the production of this report hereby certifies that 
the views expressed herein accurately and exclusively reflect his or her personal views 
and opinions about any and all of the issuers or securities analysed in this report and 
were prepared independently and autonomously. The research analysts that authored 
this report are precluded by RHB in all circumstances from trading in the securities or 
other financial instruments referenced in the report, or from having an interest in the 
company(ies) that they cover. 
 
The contents of this report is strictly confidential and may not be copied, reproduced, 
published, distributed, transmitted or passed, in whole or in part, to any other person 
without the prior express written consent of RHB and/or its affiliates. This report has 
been delivered to RHB and its affiliates’ clients for information purposes only and upon 
the express understanding that such parties will use it only for the purposes set forth 
above. By electing to view or accepting a copy of this report, the recipients have agreed 
that they will not print, copy, videotape, record, hyperlink, download, or otherwise 
attempt to reproduce or re-transmit (in any form including hard copy or electronic 
distribution format) the contents of this report. RHB and/or its affiliates accepts no 
liability whatsoever for the actions of third parties in this respect. 
 
The contents of this report are subject to copyright.  Please refer to Restrictions on 
Distribution below for information regarding the distributors of this report.  Recipients 
must not reproduce or disseminate any content or findings of this report without the 
express permission of RHB and the distributors. 

 
The securities mentioned in this publication may not be eligible for sale in some states 
or countries or certain categories of investors. The recipient of this report should have 
regard to the laws of the recipient’s place of domicile when contemplating transactions 
in the securities or other financial instruments referred to herein. The securities 
discussed in this report may not have been registered in such jurisdiction. Without 
prejudice to the foregoing, the recipient is to note that additional disclaimers, warnings 
or qualifications may apply based on geographical location of the person or entity 
receiving this report. 
 
The term “RHB” shall denote, where appropriate, the relevant entity distributing or 
disseminating the report in the particular jurisdiction referenced below, or, in every 
other case, RHB Investment Bank Berhad and its affiliates, subsidiaries and related 
companies. 
 
RESTRICTIONS ON DISTRIBUTION 
 
Malaysia 
This report is issued and distributed in Malaysia by RHB Investment Bank Berhad 
(“RHBIB”). The views and opinions in this report are our own as of the date hereof and 

is subject to change. If the Financial Services and Markets Act of the United Kingdom 
or the rules of the Financial Conduct Authority apply to a recipient, our obligations 
owed to such recipient therein are unaffected. RHBIB has no obligation to update its 
opinion or the information in this report.  
 
Thailand 

This report is issued and distributed in the Kingdom of Thailand by RHB Securities 
(Thailand) PCL, a licensed securities company that is authorised by the Ministry of 
Finance, regulated by the Securities and Exchange Commission of Thailand and is a 
member of the Stock Exchange of Thailand. The Thai Institute of Directors Association 
has disclosed the Corporate Governance Report of Thai Listed Companies made 
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pursuant to the policy of the Securities and Exchange Commission of Thailand. RHB 
Securities (Thailand) PCL does not endorse, confirm nor certify the result of the Corporate 
Governance Report of Thai Listed Companies. 
 
Indonesia 
This report is issued and distributed in Indonesia by PT RHB Sekuritas Indonesia. This 

research does not constitute an offering document and it should not be construed as 
an offer of securities in Indonesia. Any securities offered or sold, directly or indirectly, 
in Indonesia or to any Indonesian citizen or corporation (wherever located) or to any 
Indonesian resident in a manner which constitutes a public offering under Indonesian 
laws and regulations must comply with the prevailing Indonesian laws and regulations. 
 
Singapore 

This report is issued and distributed in Singapore by RHB Bank Berhad (through its 
Singapore branch) which is an exempt capital markets services entity and an exempt 
financial adviser regulated by the Monetary Authority of Singapore. RHB Bank Berhad 
(through its Singapore branch) may distribute reports produced by its respective 

foreign entities, affiliates or other foreign research houses pursuant to an arrangement 
under Regulation 32C of the Financial Advisers Regulations. Where the report is 
distributed in Singapore to a person who is not an Accredited Investor, Expert Investor 
or an Institutional Investor, RHB Bank Berhad (through its Singapore branch) accepts 
legal responsibility for the contents of the report to such persons only to the extent 
required by law. Singapore recipients should contact RHB Bank Berhad (through its 
Singapore branch) in respect of any matter arising from or in connection with the report. 
 
United States 

This report was prepared by RHB is meant for distribution solely and directly to “major” 
U.S. institutional investors as defined under, and pursuant to, the requirements of Rule 
15a-6 under the U.S. Securities and Exchange Act of 1934, as amended (the 
“Exchange Act”) via a registered U.S. broker-dealer as appointed by RHB from time to 
time. Accordingly, any access to this report via Bursa Marketplace or any other 
Electronic Services Provider is not intended for any party other than “major” US 
institutional investors (via a registered U.S broker-dealer), nor shall be deemed as 
solicitation by RHB in any manner. RHB is not registered as a broker-dealer in the 
United States and currently has not appointed a U.S. broker-dealer. Additionally, RHB 
does not offer brokerage services to U.S. persons.  Any order for the purchase or sale 
of all securities discussed herein must be placed with and through a registered U.S. 
broker-dealer as appointed by RHB from time to time as required by the Exchange Act 
Rule 15a-6. For avoidance of doubt, RHB reiterates that it has not appointed any U.S. 
broker-dealer during the issuance of this report. This report is confidential and not 
intended for distribution to, or use by, persons other than the recipient and its 
employees, agents and advisors, as applicable. Additionally, where research is 
distributed via Electronic Service Provider, the analysts whose names appear in this 
report are not registered or qualified as research analysts in the United States and are 
not associated persons of  any registered U.S. broker-dealer as appointed by RHB 
from time to time and therefore may not be subject to any applicable restrictions under 
Financial Industry Regulatory Authority (“FINRA”) rules on communications with a 
subject company, public appearances and personal trading. Investing in any non-U.S. 
securities or related financial instruments discussed in this research report may 
present certain risks. The securities of non-U.S. issuers may not be registered with, or 
be subject to the regulations of, the U.S. Securities and Exchange Commission. 
Information on non-U.S. securities or related financial instruments may be limited. 
Foreign companies may not be subject to audit and reporting standards and regulatory 
requirements comparable to those in the United States. The financial instruments 
discussed in this report may not be suitable for all investors. Transactions in foreign 
markets may be subject to regulations that differ from or offer less protection than 
those in the United States. 
 

DISCLOSURE OF CONFLICTS OF INTEREST 
 
RHB Investment Bank Berhad, its subsidiaries (including its regional offices) and 
associated companies, (“RHBIB Group”) form a diversified financial group, 
undertaking various investment banking activities which include, amongst others, 
underwriting, securities trading, market making and corporate finance advisory. 
 
As a result of the same, in the ordinary course of its business, any member of the 
RHBIB Group, may, from time to time, have business relationships with, hold any 
positions in the securities and/or capital market products (including but not limited to 
shares, warrants, and/or derivatives), trade or otherwise effect transactions for its own 
account or the account of its customers or perform and/or solicit investment, advisory 
or other services from any of the subject company(ies) covered in this research report. 
 
While the RHBIB Group will ensure that there are sufficient information barriers and 
internal controls in place where necessary, to prevent/manage any conflicts of interest 
to ensure the independence of this report, investors should also be aware that such 
conflict of interest may exist in view of the investment banking activities undertaken by 
the RHBIB Group as mentioned above and should exercise their own judgement 
before making any investment decisions. 

 
In Singapore, investment research activities are conducted under RHB Bank Berhad 
(through its Singapore branch), and the disclaimers above similarly apply. 
 
Malaysia 
Save as disclosed in the following link RHB Research conflict disclosures - Mar 2023 
and to the best of our knowledge, RHBIB hereby declares that: 
1. RHBIB does not have a financial interest in the securities or other capital market 

products of the subject company(ies) covered in this report. 
2. RHBIB is not a market maker in the securities or capital market products of the 

subject company(ies) covered in this report. 

3. None of RHBIB’s staff or associated person serve as a director or board member* 
of the subject company(ies) covered in this report 
*For the avoidance of doubt, the confirmation is only limited to the staff of research 
department 

4. RHBIB did not receive compensation for investment banking or corporate finance 
services from the subject company in the past 12 months. 

5. RHBIB did not receive compensation or benefit (including gift and special cost 
arrangement e.g. company/issuer-sponsored and paid trip) in relation to the 
production of this report. 

 
Thailand 
Save as disclosed in the following link RHB Research conflict disclosures - Mar 2023 
and to the best of our knowledge, RHB Securities (Thailand) PCL hereby declares that: 
1. RHB Securities (Thailand) PCL does not have a financial interest in the securities 

or other capital market products of the subject company(ies) covered in this report. 
2. RHB Securities (Thailand) PCL is not a market maker in the securities or capital 

market products of the subject company(ies) covered in this report. 

3. None of RHB Securities (Thailand) PCL’s staff or associated person serve as a 
director or board member* of the subject company(ies) covered in this report 

1. *For the avoidance of doubt, the confirmation is only limited to the staff of research 
department 

4. RHB Securities (Thailand) PCL did not receive compensation for investment 
banking or corporate finance services from the subject company in the past 12 
months. 

5. RHB Securities (Thailand) PCL did not receive compensation or benefit (including 
gift and special cost arrangement e.g. company/issuer-sponsored and paid trip) in 
relation to the production of this report. 

 
Indonesia 
Save as disclosed in the following link RHB Research conflict disclosures - Mar 2023 
and to the best of our knowledge, PT RHB Sekuritas Indonesia hereby declares that: 
1. PT RHB Sekuritas Indonesia and its investment analysts, does not have any 

interest in the securities of the subject company(ies) covered in this report. 
For the avoidance of doubt, interest in securities include the following: 
a) Holding directly or indirectly, individually or jointly own/hold securities or 

entitled for dividends, interest or proceeds from the sale or exercise of the 
subject company’s securities covered in this report*;  

b) Being bound by an agreement to purchase securities or has the right to 
transfer the securities or has the right to pre subscribe the securities*.  

c) Being bound or required to buy the remaining securities that are not 
subscribed/placed out pursuant to an Initial Public Offering*.  

d) Managing or jointly with other parties managing such parties as referred to in 
(a), (b) or (c) above. 

2. PT RHB Sekuritas Indonesia is not a market maker in the securities or capital 
market products of the subject company(ies) covered in this report. 

3. None of PT RHB Sekuritas Indonesia’s staff** or associated person serve as a 
director or board member* of the subject company(ies) covered in this report. 

4. PT RHB Sekuritas Indonesia did not receive compensation for investment banking 
or corporate finance services from the subject company in the past 12 months. 

 5. PT RHB Sekuritas Indonesia** did not receive compensation or benefit (including 
gift and special cost arrangement e.g. company/issuer-sponsored and paid trip) in 
relation to the production of this report: 

Notes: 
*The overall disclosure is limited to information pertaining to PT RHB Sekuritas 

Indonesia only. 
**The disclosure is limited to Research staff of PT RHB Sekuritas Indonesia only. 

 
Singapore 

Save as disclosed in the following link RHB Research conflict disclosures - Mar 2023 
and to the best of our knowledge, the Singapore Research department of RHB Bank 
Berhad (through its Singapore branch) hereby declares that: 
1. RHB Bank Berhad, its subsidiaries and/or associated companies do not make a 

market in any issuer covered by the Singapore research analysts in this report. 
2. RHB Bank Berhad, its subsidiaries and/or its associated companies and its 

analysts do not have a financial interest (including a shareholding of 1% or more) 
in the issuer covered by the Singapore research analysts in this report. 

3. RHB Bank Berhad’s Singapore research staff or connected persons do not serve 
on the board or trustee positions of the issuer covered by the Singapore research 
analysts in this report. 

4. RHB Bank Berhad, its subsidiaries and/or its associated companies do not have 
and have not within the last 12 months had any corporate finance advisory 
relationship with the issuer covered by the Singapore research analysts in this 
report or any other relationship that may create a potential conflict of interest. 

5. RHB Bank Berhad’s Singapore research analysts, or person associated or 
connected to it do not have any interest in the acquisition or disposal of, the 
securities, specified securities based derivatives contracts or units in a collective 
investment scheme covered by the Singapore research analysts in this report. 

6. RHB Bank Berhad’s Singapore research analysts do not receive any 

compensation or benefit in connection with the production of this research report 
or recommendation on the issuer covered by the Singapore research analysts. 

 
Analyst Certification 

The analyst(s) who prepared this report, and their associates hereby, certify that: 
(1) they do not have any financial interest in the securities or other capital market 
products of the subject companies mentioned in this report, except for: 
 

Analyst Company 

- - 

 

https://research.rhbtradesmart.com/view-file/hash/52803305453671296406bf75da938
https://research.rhbtradesmart.com/view-file/hash/52803305453671296406bf75da938
https://research.rhbtradesmart.com/view-file/hash/52803305453671296406bf75da938
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(2) no part of his or her compensation was, is or will be directly or indirectly related to 
the specific recommendations or views expressed in this report. 
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RHB Investment Bank Bhd 

Level 3A, Tower One, RHB Centre 
Jalan Tun Razak 
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Malaysia 
Tel  : +603 9280 8888 
Fax : +603 9200 2216 
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PT RHB Sekuritas Indonesia 
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