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M3 growth weakest in over 3 years, loan growth remained at a 16-year low

e M3 growth decreased to a 38-month low (2.8% YoY; Oct:
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. . . . Residential Property
e ...as slower growth in public spending outweighed lessened

decline in net external reserves Securities
- Net claims on government (2.7%; Oct: 12.3%): dwindled to a Credit Card
17-month low on a substantial slowdown in credits extended
to the government (9.1%; Oct: 17.0%). Construction
— Net external reserves (-1.7%; Oct: -2.2%): smaller contraction Other Purpose
steered by those of the banking system (-16.6%; Oct: -19.8%),
reflecting increased liquidation of foreign assets. Personal Use
— Claims on private sector (4.2%; Oct: 4.2%): sustained at Non Residential Property
amongst the lowest since 2003.
Working Capital
e Loan growth remained at a 16-year low (3.7%; Oct: 3.7%)
. . Transport Vehicles
— By purpose: smaller contraction in loans for purchase of
transport vehicles (-1.3%; Oct: -1.5%) amid improved car Consumer Durables
sales, equally outweighed slowdown in loans for purchase of -
securities (3.9%; Oct: 4.8%) and consumer durables (-20.1%; 2% 5% Sk Sk 15% 26% 35%
Oct: -1 9_3%)_ Source: BNM, CEIC, Kenanga Research
— By sector: weaker credit growth in the construction (3.4%; Oct:
7.1%) and wholesale, retail trade, hotel & restaurant sectors (5.6%; Oct: 7.5%) equally offset improvement in the
real estate (-1.3%; Oct: -8.5%) and transport, storage & communication sectors (5.2%; Oct: 2.2%).
- MoM: edged up by 0.4% amid lower average lending rate of commercial banks (4.73%; Oct: 4.76%).
e Deposit growth eased further to a 33-month low (2.6%; Oct: 3.5%)
- Weighed by lower growth in fixed deposits (4.0%; Oct: 5.3%) and Negotiable Instruments of Deposit (-9.1%; Oct:
-2.6%).
e Deceleration in loan growth is expected to extend into 2020 (4.0%; 2019F: 4.2%; 2018: 7.7%)
— Cautious growth outlook retained, in spite of the phase-1 US-China trade deal, as the impact of existing tariffs
would still weigh on global trade and growth in the immediate term.
— Given the soft growth momentum as evidenced by recent slew of weak domestic economic indicators, we reckon
that the BNM may decide to slash the OPR by 25 basis points to 2.75% as soon as early 1Q20.
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| Table 1: Money Supply, Loan and Deposit Growth Trend

Nov- Jun- Jul- Aug- Sep- Oct- Nov-
2016 2017 2018 18 19 19 19 19 19 19

% MoM 06 06 05 07 18 03 05

M1 Chg (RM b) 204 420 49 26 28 22 30 77 15 24
% YoY 56 110 12 34 37 45 38 48 48 47
% MoM 05 04 0.0 02 05 09 0.1

M2 Chg (RM b) 514 832 1546 94 82 08 39 87 177 15
% YoY 32 5.1 89 85 50 47 41 38 32 28

% MoM 06 03 0.1 02 04 10 00

M3 Chg (RM b) 513 812 154 105 50 12 47 77 184 02
% YoY 32 49 9.1 86 5.1 49 42 39 34 28

% MoM 05 04 0.0 06 05 02 04

Loans Chg (RM b) 763 629 1214 76 66 03 102 85 42 74
% YoY 53 41 77 83 42 39 39 38 37 37

% MoM 07 01 03 04 0.1 05 02

Deposit Chg (RM b) 286 706 1632 135 22 54 72 19 94 36
% YoY 17 41 92 8.1 5.1 49 46 42 35 26

LCR* %) 1243 1349 1432 1414 1530 1554 1517 1435 1505 1430

Source: Bank Negara Malaysia, Kenanga Research
*Liquidiity Coverage Ratio (LCR) is based on Basel lll requirement and was adopted since June 2015. As of 1 January 2018, the minimum requirement is set at 90%.
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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.
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