M& A Securities ComBanx UEdate

PP14767/09/2012(030761)

Malayan Banking Bhd

“Unexpected Exit”

Latest Development

Selling profitable unit. Malayan Banking Bhd (Maybank)
announced it has reached an agreement with Kina
Ventures Ltd and Kina Securities Ltd of Papua New
Guinea (PNG) to sell Maybank’s PNG operation for RM418
million. The deal involves Kina Ventures Ltd and Kina
Securities Ltd acquiring the entire stake of Maybank
(PNG) Ltd (MPNG) and Mayban Property (PNG) Ltd
(MPPNG), and expected to complete in 2H15. The deal
will see Maybank discontinuing its 21 years presence in
PNG, which primarily covers the commercial banking
activities and property investment respectively.

Beef-up capital. Although PNG’s operation contributed
marginally to the Group’s burgeoning topline but both
MPNG and MPPNG have been contributing
consistently, nonetheless. In fact, Maybank reiterated
that the sale is purely to maximize its capital exercise,
where  Maybank will continuously evaluate its
international operations with a specific focus on
maximizing its capital use. That said, we foresee the
stringent Basel Il requirement is heating on Maybank’s
capital although Maybank’s capital position is already
exceeding the requirement at 11.75% CET 1 and 13.54%
Tier 1 as at FY14.

units

All is not lost. Despite the sale, according to the share
sale agreement (SSA), Maybank will collaborate closely
with Kina Ventures Ltd in providing customers in PNG
with access to global financial market around the world,
capitalizing on Maybank vast experiences and networks.
By doing this, Maybank’s presence in PNG is not entirely
vanished, but Maybank can still serve its loyal PNG
customers through collaboration.

Possibility to re-enter PNG. Post-sales, we discount the
possibility of Maybank re-entering the PNG market in
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longer term despite there are only 4 banks operating in the country. Moving forward, we expect
Maybank regionalisation plan will focus on enhancing the PBT contribution ex-Malaysia market to
touch a 40%-level (30.3% as at FY14) rather than pursuing any acquisition. Of note, Maybank
currently have presence in Singapore and Indonesia, Philippines, Brunei, Cambodia, Vietnam,
Laos, Thailand, Myanmar, Hong Kong, Papua New Guinea, Pakistan, India, Uzbekistan, Saudi
Arabia, Bahrain, United Kingdom and the United States where Singapore and Indonesia market
have been contributing the largest share ex-Malaysia at 17.4% as at FY14.

e Change in earnings forecast. No change to our forecast in FY15 as the proceeds from the sale is
expected to beef up its capital requirement. In addition, the sale will not have any material effect
on its financials given its minute contribution. On this score, FY15 and FY16 earnings are expected
to grow by 5.5% and 1.6% driven by i) Singapore’s unit solid growth ii) steady performance in both
household and business segment iii) cost containment as well as overhead expenses trending
lower.

e Valuation & recommendation. We maintain our BUY recommendation of RM10.70 on Maybank.
Re-rating catalyst for Maybank could emanate from i) adjustment in OPR ii) further M&A activity
iii) lower than expected loan loss allowance

Table 1: Peers Comparison

vear | price | EPS (RM) P/E (x) P/B (X)

Company | Ended | (RM)

AFG March = 4.75 0.4 0.4 127 120 1.7 1.6 143 1.9 505 Hold
AMMB March 637 0.6 0.6 1.0  11.0 14 13 141 45 7.00 Hold
BIMB Dec  3.96 03 0.4 117 113 1.8 2.0 160 58 484  Buy
CIMB Dec | 601 05 0.6 121 104 13 15 92 35 6.0 Hold
Maybank  Dec  9.34 0.7 0.8 126 119 15 15 136 62 1070 Buy
RHBCap  Dec 7.6 0.8 09 97 941 1.1 14 115 1.3  7.00 Hold
g::ll(‘c Dec 1920 12 1.3 153 142 2.6 2.8 187 2.9 20.60 Hold
Affin Dec 290 03 03 90 85 07 07 78 51 NR AR
MBSB Dec 194 02 03 91 84 12 11 296 23  NR AR
STMB Dec 1600 NA NA NA  NA NA NA 243 66 NR MR
HLBank  June 13.90 1.2 1.3 120 112 1.6 15 147 29 NR MR
Average 0.6 07 115 108 15 15 158 3.9

Source: Bloomberg, M&A Securities
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Table 3: Financial Forecast

YE: Dec (RM million) FY13 FY14 FY15F FY16F

Net interest income 9,585 9,704 9,898 10,145
Non-Interest Income 6,143 5,556 5,945 6,123
Islamic banking income 2,810 3,271 3,467 3,675
Total income 18,538 18,531 19,310 19,944
Overhead expenses (8,928) (9,111) (9,430) (9,713)
Pre-provision income 9,611 9,420 9,880 10,231
Loan loss allowance (730) (400) (320) (453)
Operating profit 8,730 8,950 9,558 9,698
Associates 139 163 171 190
PBT 8,870 9,113 9,729 9,888
PAT 6,553 6,912 7,297 7,416
EPS (sen) 74 74 78 80
Op. profit margin 47% 48% 49% 49%
PBT Margin 48% 49% 50% 50%
PAT Margin 35% 37% 38% 37%
PER (x) 12.9 12.8 11.9 10.8
P/BV (x) 1.89 1.74 1.64 1.54

Source: Bursa Malaysia, M&A Securities

Maybank Share Price vs. KLCI Revenue and Net Profit
(Jan13-YTD) (FY12-FY16F)

11.0 - - 2,100 25,000 -

- 1,900 9,944
10.5 - 20,000 18,5328,531%31
- 1,700 6,603

0 - 1,500, 15,000
29.5 - - 1,3oo§ =
9.0 - :;61000 10,000 - 55> 8on 297 e
8.5 1 - 700 5,000
8.0 500
: 0- B

-

0on
1

RM mill

— 1 1° T+ 1+ T T 71
Mm MmN T T YN
- - — ™ ™ ™ v ¥« ™ T
LV N m TR T
5535558385 T oz oz 909
-
- < O - < o L"'"""'EE

Maybank e=——FBM KLCI ) )
Hm Total income Net Profit

Source: Bloomberg, M&A Securities

Research Team
research@mna.com.my
03-22821820 ext. 257,229,221,249,258



e

=

18,000
17,000

16,000

Point

15,000
14,000

13,000

Financial Index vs. KLCI
(Jan13-YTD)

_ M

VAR

— T 1 1 T 7T
Mm Mmoo Y TN
™ T ™ ™ ™ ™

v o a a
S525585
N = n oD = noD

= KLFinancial Index (LHS)

FBMKLCI Index (RHS)

Research Team
research@mna.com.my
03-22821820 ext. 257,229,221,249,258

Company Update - Malayan Banking Bhd

Industry Loan Growth vs. Maybank
(FY12-FY16F)
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STOCK RECOMMENDATIONS

BUY Share price is expected to be >+10% over the next 12 months.

TRADING BUY  Share price is expected to be >+10% within 3-months due to positive newsflow.
HOLD Share price is expected to be between -10% and +10% over the next 12 months.
SELL Share price is expected to be >-10% over the next 12 months.

SECTOR RECOMMENDATIONS

OVERWEIGHT  The sector is expected to outperform the FBM KLCI over the next 12 months.
NEUTRAL The sector is expected to perform in line with the FBM KLCl over the next 12
months.

UNDERWEIGHT The sector is expected to underperform the FBM KLCI over the next 12 months.

DISCLOSURES AND DISCLAIMER

This report has been prepared by M&A SECURITIES SDN BHD. Readers should be fully aware that this
report is for informational purposes only and no representation or warranty, expressed or implied is
made as to the accuracy, completeness or reliability of the information or opinion contained herein.
The recommendation and opinion are based on information obtained or derived from sources
believed to be reliable.

This report contains financial forecast/projection based on our assumptions which may defer from
the actual financial results announced by the companies under coverage. All opinions, estimates and
assumptions are subject to change without notice. Analysts will initiate, update and cease coverage
solely at the discretion of M&A SECURITIES SDN BHD.

Investors are to be cautioned that value of any securities invested may fluctuate from time to time.
We advise investors to seek financial, legal and other advice for investing based on the
recommendation of our report as we have not taken into account each investors’ specific investment
objectives, risk tolerance and financial position.

This report is not, and should not be construed as, an offer to buy or sell any securities or other
financial instruments. M&A SECURITIES SDN BHD can accept no liability for any consequential loss or
damage whether direct or indirect. Investment should be made at investors’ own risks.

M&A SECURITIES SDN BHD and INSAS GROUP of companies, their respective directors, officers,
employees and connected parties may have interest in any of the securities mentioned and may
benefit from the information herein. M&A SECURITIES SDN BHD and INSAS GROUP of companies and
their affiliates may provide services to any company and daffiliates of such companies whose
securities are mentioned herein. This report may not be reproduced, distributed or published in any
form or for any purpose.
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