Kenansa Economic Viewpoint

Malaysia Money & Credit

November liquidity and loan growth ease; outlook stays cautiously optimistic
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e Loan growth slowed to 5.2% YoY (Oct: 5.4%), a five-month low Source: BNM, Macrobond, Kenanga Research
By purpose: Construction (5.4%; Oct: 6.2%) and working capital
(2.6%; Oct: 3.2%) moderated, reducing their combined contributions to 0.7 ppts (Oct: 0.9 ppts).

— By sector: Weaker growth in manufacturing (2.3%; Oct: 3.2%) and finance & insurance (19.7%; Oct: 22.2%)
lowered their combined contribution to 1.3 ppts (Oct: 1.5 ppts). Nevertheless, household lending remained steady
at 5.4% (Oct: 5.4%), though its contribution to overall growth eased to 3.2 ppts (Oct: 3.3 ppts), a 28-month low.

— MoM (0.5%; Oct: 0.5%): Growth sustained for the third straight month, adding RM11.4b (Oct: RM12.6b).

e Deposit growth moderated sharply to 2.7% YoY (Oct: 3.7%), a six-month low

— Reason: A broad-based slowdown, led by foreign currency deposits (12.5%; Oct: 15.0%), followed by demand
(6.7%; Oct: 8.8%), fixed (2.1%; Oct: 2.5%) and savings (1.4%; Oct: 3.2%) deposits. Their combined contribution
fell to 3.7 ppts (Oct: 4.7 ppts). Meanwhile, repurchase agreement remained weak for the seventh straight month (-
24.1%; Oct: -21.0%), while negotiable instruments of deposits fell sharply (-8.7%; Oct: 15.7%) for the first time in
13 months.

— MoM (-0.1%; Oct: -0.02%): Contracted for the second straight month, subtracting RM1.6b (Oct: -RM0.5b).

e 2025 loan growth may settle near the lower end of our target range at 5.5% - 6.0% (2024: 5.5%) if momentum
holds through the final month. Growth is expected to ease further to 5.0% - 5.5% in 2026 amid global uncertainty

— Drivers: Near-term loan growth is expected to stay above 5.0%, supported by seasonal factors such as year-end
holiday spending and pre-festive demand ahead of Chinese New Year and Eid al-Fitr in February and March. The
overall outlook remains cautiously optimistic, although lending activity may be constrained by global headwinds
and ongoing regulatory prudence. Even so, domestic demand is expected to stay resilient, supported by Visit
Malaysia 2026, the rollout of 13" Malaysia Plan and initiatives under Federal Budget 2026.

— OPR Outlook: Likewise, we continue to expect BNM to keep the OPR unchanged throughout 2026, barring
unexpected external shocks. With GDP growth holding steady and inflation contained, this gives BNM room to
prioritise financial stability while supporting the government’s structural reform agenda.
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| Table 1: Money Supply, Loan and Deposit Growth Trend

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

023 2024 oy o4 5 25 25 25 25 25 MBS To5 o5 95 5

% MoM 15 17 05 02 08 07 00 28 02 01 22 01 10

M1 (th'/‘lgb) 35 280 98 114 31 A4 55 46 03 185 14 07 148 09 70
%Yoy 59 44 49 44 38 34 34 38 44 61 68 66 17 15 69

% MoM 07 14 01 04 03 05 03 04 05 01 04 09 02

M2 (an:gb) 1227 878 167 340 23 90 86 117 66 103 120 37 105 215 45
%Yoy 59 37 40 37 34 25 24 32 27 33 39 41 44 45 39

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

M3 (chr/}gb) 1364 864 167 334 38 92 714 126 72 79 128 41 107 241 31
%Yoy 60 36 40 36 33 25 23 32 27 32 38 41 44 45 39

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

Loans (é:h;‘gb) 1074 1173 135 172 77 25 141 41 97 150 89 75 112 126 114
%Yoy 53 55 58 55 56 52 52 51 53 51 54 54 55 54 52

% MoM 09 07 00 09 04 02 06 01 03 03 09 00 -0

Deposit (Fgl\r/}gb) 1321 763 225 19.0 0.1 23.0 9.5 58 -14.5 3.5 6.9 6.6 24.2 0.5 -1.6

% YoY 5.6 3.0 3.6 3.0 3.1 35 3.0 3.8 2.7 29 37 3.8 4.0 37 2.7

LCR* (%) 161.0 160.7 1479 160.7 1578 1544 1516 1561 1503 1605 1584 1468 1515 1475 1456

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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