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Alliance Bank Malaysia Bhd OUTPERFORM «

e : : : Price : RM3.80
Benefitting from its Higher Margin Assets Target Price : RM4.25 |
By Ahmad Ramzani Ramli | ahmadramzani@kenanga.com.my
12M19 results are in li ne, driven by higher NIM from higher RAR Share Price Performan ce
(risk adjusted returns) loans mix. TP lowered to RM4 .25, given the
risks ahead coming from competitive asset pricing a nd higher 5.00
provisioning given the higher intake of PFs and SMEs moving 480
forward. 460
In Line. 12M19 CNP of RM538m is in line with our estimation ::z
accounting for 99%/94% of our/market estimates. A final DPS of 8.2 400
sen was declared making its full-year DPS of 16.7% (in line) 280
maintaining its dividend payout of 48%. e
Better RAR loans translating higher NIM  despite loans off-target 0
YoY, 12M19 improved +9% to on the back of an improving topline =~ **°
(+3%) to RM1,622m and a lower tax rate of 24% (vs. 12M18: 28%) P & w8 o6 09 ge® e
mitigated by higher impairment allowances of RM131m (+41%). Decent KLCI 1.623.67
topline was dragged by falling NOII (-23%) but both Islamic and NIl YTD KLCI ch ’ 4 (')%
improved at +10% and +13% respectively. Strong NIl was supported by YTD stock pri?:e chg _5'5%

better NIM (+20bps) and loans of +6% (vs guidance/estimation of
10%/7% and system loans of 4.9%). The improvement in NIM due to
asset pricing outpacing COF (26bps vs. 20bps); coming from i) full year
OPR hike impact (13bps) and ii) better RAR loans mix (11bps). The

Stock Information
Shariah Compliant No

higher NIM was enhanced by higher RAR loans (+27% vs. falling lower

Bloomberg Ticker

ABMB MK Equity

RAR loans at 6%). The RAR space was driven by SME & Commercial I\S/It?rket %a'i (tRIV(Ij_m) igig?
(+1.3%) to RM11.5b while Alliance One Account improved +2.2% to 52_‘3;2; rl;rf aen(l_llr;g ’ 44'9
RM3.2b. Asset quality was mix with GIL falling 30bps to 1.1% while 52-week range L 3'57
credit costs saw 8bps uptick to 0.32% (within guidance/estimation. CIR 3-mth d g‘l I 19273 633
of 48% was within guidance/estimation (vs. industry’s 48%). -mth avg daily vor: e
Free Float 54%
Competitive asset pricing pushes loans growth . QoQ, was a Beta 0.8
disappointment as CNP fell 25% to RM112m due to i) falling topline (-
4%) to RM403m and ii) higher impairment allowances to RM40m Major Shareholders
(+24%). Topline plunge was dragged by NOII falling 18% to RM56m.  Vertical Theme Sdn Bhd 29.1%
Loans grew >3% but translated to falling NIl (-0.6%) as NIM fell 5bps ~ Employees Provident Fund 12.6%
due to competitive asset pricing. Asset quality was mixed with GIL  Malaysia Focus Investment 4.8%
falling by 20bps, but credit charge surged by 7bps to 0.39%.
FY20 target doable . Management set a target ROE of >10% for — Ell el Ee}rnmgs [Elie
FY20E, driven by i) loans ~+7%, ii) 5-10bps compression in NIM, iii) £ Mar (RM_ ) CHIE ST .
CIR of 48% and (iv) credit cost of ~35bps. Loans will be driven by its ~ Netinterestinc.. 998.9 11,0246 11133
RAR loans namely i) Alliance One Account (AOA), ii) PF and (i) SMEs. ~!Slamic banking inc. 3591 3824 4053
Mitigating NIM compression will be the drive for higher CASA through ~ Non-interestinc. 2641 3560  356.0
targeting 1,800 new payroll companies (vs. FY19: 1,350 companies). lotal income 16221 1,763.0 18746
While we believe these targets are doable, risks of falling NIMs and Pre-tax proﬂt 708.0 758.1 828.1
higher credit costs are a concern with competitive asset pricing and et profit (NP) 5376 5762 6294
higher provisioning given the higher intake of PFs and SMEs. Consensus NP 620.0 672
Earnings revision (%) 2.2%
Earnings revised upwards . Given our FY20E assumptions of i) loans ~ EpS (RM) 0.35 0.37 0.41
at +7% (from +9), ii) credit costs at 35bps (from 23bps ), iii) NIM (at - =~ EPS growth (%) 9.00 7.17 9.23
5bps vs. -1bps) and CIR of 48 (from 50%) we raised slightly our FY20E = Net DPS (RM) 0.17 0.18 0.20
by ~2% to RM576bm (giving a potential ROE of <10%) and introduce  BV/share (RM) 3.70 3.90 411
our FY21E earnings at RM629m where we expect loan traction to  NTA/share (RM) 3.42 3.62 3.83
continue with improved NIM. ROE (%) 9.61 9.79 10.16
TP lowered but call maintained. We lowered our TP to RM4.25 (from gﬁfe/(l))(z)ok ) 1282 183; ggg
RM4.45) based on a target PBV of 1.1x (implying a 0.5SD below its 5 Bhvieen el ) a4 a7 51

year mean) to reflect risks of higher provisioning from its SME and PF
book with uncertainties prevailing. Valuations are still attractive.
Coupled with the decent dividend yield of 4.7%, the potential total
returns are expected to exceed 15%. Hence, we maintained our call at
OUTPERFORM. Risks to our call: (i) lower-than-expected loans
growth, (ii) steeper margin squeeze, (iii) higher-than-expected rise in
credit charge, and (iv) further slowdown in capital market activities.
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Results Highlight

Y/E : Mar (RM m) 4Q19 3Q19 QoQ Chg. 3Q18 YoY Chg. 12M19 12M18  YoY Chg.
Net Interest inc. 253.3 254.9 -0.6% 224.4 12.9% 998.9 908.7 9.9%
Net Islamic banking inc. 93.6 94.6 -1.0% 83.4 12.3% 359.1 318.2 12.8%
Non-interest inc. 56.5 68.9 -18.1% 95.7 -41.0% 264.1 345.1 -23.5%
Total inc. 403.4 418.4 -3.6% 403.5 0.0% 1,622.1 1,572.0 3.2%
Other operating exp (203.5) (196.8) 3.4% (212.1) -4.1% (774.9) (794.0) -2.4%
ﬁ:gf'i‘t’m"'s'on'”g Operating 200.0 221.6 -0.8% 191.4 4.5% 847.2 778.0 8.9%
(Allowances) / write-backs (40.5) (32.6) 24.1% (37.6) 7.6% (131.4) (93.4) 40.7%
ClITREREES) [ 6 IE-EEEES T (8.6) 0.2 -4230.8% 0.1) 13758.1% (7.8) (0.1)  12508.1%
other assets
Non-operating gains / (losses) 0.03 0.0 -36% 0.0 -39.1% 0.1 0.0 463.6%
Pre-tax profit 150.9 189.3 -20.3% 153.7 -1.8% 708.0 684.6 3.4%
Tax & minorities (39.1) (40.3) (0.0) (40.9) -4.2% (170.4) (191.4) -10.9%
Net profit 111.8 148.9 -25.0% 112.9 -1.0% 537.6 493.2 9.0%
Core net profit 111.8 148.9 -25.0% 112.9 -1.0% 537.6 493.2 9.0%
EPS (RM) 0.07 0.10 -25.0% 0.07 -1.0% 0.35 0.32 9.0%
Core EPS (RM) 0.07 0.10 -25.0% 0.07 -1.0% 0.35 0.32 9.0%
Net DPS declared (RM) 0.08 - 0.1 0.17 0.15
G. loans 42,730 41,410 3.2% 40,307 6.0% 42,730 40,307 6.0%
N. loans 42,320 41,015 3.2% 39,990 5.8% 42,320 39,990 5.8%
Customer deposits 45,018 42,618 5.6% 42,740 5.3% 45,018 42,740 5.3%
Current & savings acc. 0 16,235 -100.0% 15,954 -100.0% 0 15,954 -100.0%
BV/share (RM) 3.70 3.60 2.9% 3.53 5.0% 3.70 3.53 5.0%
NTA/share (RM) 3.42 3.32 3.0% 3.26 4.9% 3.42 3.26 4.9%
Net Interest Margin 2.65% 2.70% 2.39% 2.48% 2.28%
Cost-income ratio 2.38% 2.38% 2.50% 2.50% 2.40%
Effective tax rate 50.4% 47.0% 52.6% 47.8% 50.5%

25.9% 21.3% 26.6% 24.1% 28.0%
G. loan-deposit
N. loan-deposit 94.9% 97.2% 94.3% 94.9% 94.3%
CASA-deposits 94.0% 96.2% 93.6% 94.0% 93.6%
Gross impaired loans ratio 0.0% 38.1% 37.3% 0.0% 37.3%
Total allowances-loans 1.1% 1.3% 1.4% 1.1% 1.4%
Loan loss coverage 1.2% 1.2% 0.9% 1.2% 0.9%
Annualisedicreditehargel 1055%  90.8% 64.5% 1055%  64.5%
(writeback) ratio
CET 1 capital ratio 0.39% 0.32% 0.38% 0.32% 0.24%
Tier 1 capital ratio 13.4% 11.6% 13.4% 13.4% 13.4%
Total capital ratio 14.1% 11.6% 13.8% 14.1% 13.8%
Annualised ROE 18.5% 14.5% 18.3% 18.5% 18.3%

Source: Company, Kenanga Research
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Peer Comparison
ROE  NetDiv

Core Earnings

Last Price  Market Cap  Shariah Current Revenye Sl Growth FER ) - Cars B Py (%) Yid (%) Target Price Rati
(RM) (RM'm)  Compliant FYE 1-Yr. 2-Yr. 1-Yr. 2-Yr. - 1-Yr. 2-Yr. : 1-Yr. 1-Yr. 1-Yr. (RM) ating
Fwd. Fwd. Fwd. Fwd. ) Fwd. Fwd. ) Fwd. Fwd. Fwd.
BANKING
AFFIN BANK BHD 2.07 4,111.1 N 12/2019 20.0% 8.0% 12.4% 19.1% 8.6 8.6 7.2 0.4 0.5 5.6% 2.4% 2.60 OP
ALLIANCE BANK MALAYSIA BHD 3.80 5,882.8 N 03/2020 9.4% 8.0% 7.2% 9.2% 10.9 10.2 9.3 1.0 1.0 9.8% 4.7% 4.25 OP
AMMB HOLDINGS BHD 4.36 13,141.8 N 03/2020 9.7% 4.8% -4.4% 2.8% 8.7 9.1 8.9 0.7 0.7 7.5% 4.6% 5.10 OP
BIMB HOLDINGS BHD 4.56 8,045.1 Y 12/2019 7.8% 8.5% 7.6% 13.6% 11.7 11.3 10.4 1.6 1.5 14.0% 3.5% 4.80 MP
CIMB GROUP HOLDINGS BHD 5.15 50,096.2 N 12/2019 4.6% 4.8% -16.1% -0.9% 8.6 10.6 11.1 0.9 0.9 8.5% 4.4% 6.25 OP
HONG LEONG BANK BERHAD 18.58 38,007.2 N 06/2019 5.8% 5.7% 2.0% 9.0% 14.4 14.1 13.0 1.6 1.5 11.0% 2.6% 20.05 MP
MALAYAN BANKING BHD 9.05 99,999.6 N 12/2019 5.2% 4.3% 1.6% 1.2% 12.3 12.1 12.0 1.3 1.2 10.1% 6.4% 10.20 OP
MALAYSIA BUILDING SOCIETY 0.92 5,878.0 N 12/2019 -1.0% 5.3% -10.7% 10.2% 9.2 10.3 9.7 0.8 0.7 7.2% 5.4% 1.15 OP
PUBLIC BANK BERHAD 23.00 89,289.2 N 12/2019 3.9% 5.2% -0.1% 3.5% 15.9 15.9 15.4 2.2 2.2 13.7% 3.0% 24.10 MP
RHB BANK BHD 5.74 23,017.7 N 12/2019 6.0% 4.8% 3.7% 3.6% 10.0 9.6 9.3 1.0 0.9 9.9% 3.7% 6.05 MP
Simple Average 7.1% 5.9% 0.3% 7.1% 11.0 11.2 10.6 1.1 11 9.7% 4.1%

Source: Bloomberg, Kenanga Research

This section is intentionally left blank

Kenanga

PP7004/02/2013(031762) Page 3 of 4



Alliance Bank Malaysia Bhd Results Note

30 May 2019 \

Stock Ratings are defined as follows:

Stock Recommendations

OUTPERFORM : A particular stock’s Expected Total Return is MORE than 10%
MARKET PERFORM : A particular stock’s Expected Total Return is WITHIN the range of -5% to 10%
UNDERPERFORM : A particular stock’s Expected Total Return is LESS than -5%

Sector Recommendations***

OVERWEIGHT : A particular sector’'s Expected Total Return is MORE than 10%
NEUTRAL : A particular sector’'s Expected Total Return is WITHIN the range of -5% to 10%
UNDERWEIGHT : A particular sector’s Expected Total Return is LESS than -5%

***Sector recommendations are defined based on market capitalisation weighted average expected total
return for stocks under our coverage.

This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not
make any representations as to its accuracy or completeness. Any recommendation contained in this document does not have regard to the
specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This
document is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees.
Kenanga Investment Bank Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document
or any solicitations of an offer to buy or sell any securities. Kenanga Investment Bank Berhad and its associates, their directors, and/or
employees may have positions in, and may effect transactions in securities mentioned herein from time to time in the open market or
otherwise, and may receive brokerage fees or act as principal or agent in dealings with respect to these companies.

Published and printed by: %
KENANGA INVESTMENT BANK BERHAD (15678-H)

Level 17, Kenanga Tower, 237, Jalan Tun Razak, 50400 Kuala Lumpur, Malaysia Chan Ken Yew
Telephone: (603) 2172 0880 Website: www.kenanga.com.my E-mail: research@kenanga.com.my Head of Research
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