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Malaysia Money & Credit

October M3 growth hit 14-month highs; loan and deposit growth slows

e Broad money (M3) growth expanded to 4.5% YoY in October (Sep: I Graph 1: Loan Growth by Purpose (ppts)
4.4%), the fastest pace in 14 months
— Key drivers: Stronger fixed deposits (2.5%; Sep: 1.4%) and a mQct-25 Sep-25
smaller contraction in other deposits (-0.5%); Sep: -6.0%), lifting their FNEdAS;&‘m’g- Land,
combined contribution to 1.1 ppts (Sep: 0.1 ppt).

—  MoM (1.0%; Sep: 0.4%): Rose to a 10-month high, adding RM24.1b Securties
to the system, the largest increase since Dec 2023 (RM33.4b). Consumer Durables
e Strong private sector activity, higher net foreign assets, and a Personal Use
rebound in government spending supported M3 expansion Construction
— Net claims on government (0.8%; Sep: -0.5%): Rebounded after
two months of contraction as high base dissipated. Both government Credit Card
deposits (1.8%; Sep: 16.5%) and government claims (1.0%; Sep: Other Purpose

2.6%) slowed sharply.

— Claims on private sector (6.0%; Sep: 5.8%): Rose to the highest
since March 2019 (7.9%) driven by stronger growth in securities Working Capital
holdings (10.8%; Sep: 9.8%) and loans (5.4%; Sep: 5.3%). Non Residential Property

— Net foreign assets (7.3%; Sep: 5.3%): Jumped to a 14-month high,
supported by higher BNM’s net foreign assets (8.4%; Sep: 6.2%) i - - ;
and higher foreign assets in the banking system (3.8%; Sep: 2.4%). Ppts -1% 1% 2% 3%

e Loan growth edged down to 5.4% YoY (Sep: 5.5%) Source: BNM, Macrobond, Kenanga Research

— By purpose: Slower growth in non-residential property (7.0%; Sep:

7.1%) and working capital (3.2%; Sep: 3.8%) reduced their combined contribution to 1.6 ppts (Sep: 1.7 ppts).

— By sector: Loans growth of manufacturing (3.2%; Sep: 5.9%) and finance & insurance (22.2%; Sep: 27.5%) sectors
moderated, lowering their combined contribution to 1.5 ppts (Sep: 1.9 ppts). Though household lending eased
slightly (5.4%; Sep: 5.5%), its contribution to overall growth stayed firm, contributing 3.3 ppts (Sep: 3.3 ppts).

— MoM (0.5%; Sep: 0.5%): Growth remained steady, adding RM12.6b (Sep: RM11.2b), the largest increase in four
months.

e Deposit growth eased to 3.7% YoY (Sep: 4.0%), a three-month low

— Reason: Slower growth in demand deposits (8.8%; Sep: 10.0%) and foreign currency (15.0%; Sep: 25.9%)
deposits reduced their combined contribution to 3.3 ppts (Sep: 4.5 ppts). However, the slowdown was partially
capped by stronger fixed deposits (2.5%); Sep: 1.3%), with contribution rising to 1.1 ppts (Sep: 0.6 ppts).

— MoM (-0.02%; Sep: 0.9%): Fell slightly after a sharp rebound September, subtracting RM0.5b (Sep: RM24.2b) from
the banking system.

e 2025 loan growth forecast retained at 5.5% - 6.0% (2024: 5.5%) with a likelihood it settles near our lower end
target range. Growth is anticipated to slow to 5.0% - 5.5% in 2026

— Drivers: Loan growth is expected to stay positive in the near term, supported by seasonal factors such as year-
end holiday spending and pre-festive demand. However, the 2026 outlook remains cautiously optimistic, as
elevated US tariffs may curb credit appetite and ongoing regulatory prudence may constrain lending. Still,
favourable policy rates and firm domestic demand should offer support.

— OPR Outlook: We expect BNM to keep the OPR unchanged through 2026, barring unexpected shocks. GDP
growth remains stable, as reflected in 3Q25 GDP of 5.2% (2Q25: 4.4%), while inflation is contained (Oct: 1.3%;
Sep: 1.5%) leaving room for potential easing if conditions warrant.
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| Table 1: Money Supply, Loan and Deposit Growth Trend

Oct- Nov- Dec- Jan-  Feb- Mar-  Apr- May- Jun- Jul- Aug- Sep- Oct-

023 2024 oy o4 o4 25 25 25 25 25 25 25 25 25 25

% MoM 00 15 17 05 02 08 07 00 28 02 01 22 -0

M1 (Rcl&‘gb) 35 280 02 98 114 31 44 55 46 03 185 14 07 148 09
%Yoy 59 44 45 49 44 38 34 34 38 44 61 68 66 17 75

% MoM 08 07 14 01 04 03 05 03 04 05 01 04 09

M2 (R%‘gb) 1227 8§78 198 167 340 23 90 86 117 66 103 120 37 105 215
%Yo 59 37 42 40 37 34 25 24 32 27 33 39 41 44 45

% MoM 09 07 14 02 04 03 05 03 03 05 02 04 10

M3 (é;,\'/l‘gb) 1364 864 211 167 334 38 92 74 126 72 79 128 41 107 241
%Yoy 60 36 42 40 36 33 25 23 32 27 32 38 41 44 45

% MoM 07 06 08 03 01 06 00 04 07 04 03 05 05

Loans (FS,\'A‘gb) 1074 1173 148 135 172 77 25 141 41 97 150 89 75 112 126
%Yoy 53 55 60 58 55 56 52 52 51 53 51 54 54 55 54

% MoM 03 09 07 00 09 04 02 06 01 03 03 09 00

Deposit (RC,\'A‘gb) 121 753 76 225 190 04 230 95 58 -145 35 69 66 242 05

% YoY 5.6 3.0 3.1 3.6 3.0 3.1 35 3.0 3.8 27 29 37 3.8 4.0 37

LCR* (%) 161.0 160.7 1468 1479 1607 1578 1544 1516 156.1 1504 1606 1584 1468 1515 1475

Source: Bank Negara Malaysia, Macrobond, Kenanga Research
*Liquidiity Coverage Ratio (LCR) is based on Basel Il requirement and was adopted since June 2015. As of 1 January 2018, the minimum requirement is set at 90%.
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This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not
make any representations as to its accuracy or completeness. Any recommendation contained in this document does not have regard to the
specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This document
is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees. Kenanga
Investment Bank Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document or any
solicitations of an offer to buy or sell any securities. Kenanga Investment Bank Berhad and its associates, their directors, and/or employees
may have positions in, and may affect transactions in securities mentioned herein from time to time in the open market or otherwise, and may
receive brokerage fees or act as principal or agent in dealings with respect to these companies. Kenanga Investment Bank Berhad being a
full-service investment bank offers investment banking products and services and acts as issuer and liquidity provider with respect to a security
that may also fall under its research coverage.
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