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Slower M3 and loan growth in November signals cautious optimism ahead

e Broad money (M3) supply slowed in November (4.0% YoY; Oct: 4.2%)
— Reason: Mainly due to slower growth in fixed deposits (4.7%; Oct:

| Graph 1: Loan Growth by Purpose (ppts)

5.2%), dragging 0.2 ppts lower to overall M3 growth. Nevertheless,
the weakness was partially mitigated by expansion in demand
deposits (5.2%; Oct: 4.6%), contributing 1.1 ppts to overall M3.

— MoM: moderated (0.7%; Oct: 0.9%) following previous month's sharp
increase, adding RM16.7b (Oct: RM21.1b).

Lower M3 growth was also due to slower net claims on government,
private sector and foreign assets

— Net claims on government (5.3%; Oct: 7.7%): at a 39-month low as
deposits rebounded (8.0%; Oct: -12.4%), offsetting the faster growth
in claims (5.8%; Oct: 3.5%).

— Claims on private sector (4.7%; Oct: 5.0%): slowed due to
moderate loans (5.6%; Oct: 6.0%) and continued weakness in
securities (-0.8%; Oct: -1.8%).

— Net foreign assets (-1.1%; Oct: 2.5%): contracted, lowest since
December 2022, due to a decline in net foreign assets held by BNM
(-7.7%; Oct: -5.0%) and slower growth in net foreign assets held in
the banking system (30.8%; Oct: 40.0%).

Loan growth moderated (5.8% YoY; Oct: 6.0%) to a two-month low

— By purpose: slower growth in working capital loans (5.9%; Oct:
6.4%) reduced its contribution to overall growth to 1.3 ppts (Oct: 1.4 ppts). Residential property also slowed slightly
(7.0%; Oct: 7.1%), lowering its contribution to overall loan growth fell to 2.6 ppts (Oct: 2.7 ppts).

— By sector: a sharp slowdown in transport and storage (2.3%,; Oct: 13.4%) after last month’s growth spike, reducing
its contribution to overall loan growth to 0 ppts (Oct: 0.2 ppts).

— MoM: eased slightly (0.6%; Oct: 0.7%) but stayed above the year-to-date average of 0.4%, adding RM13.5b to total
outstanding loan.

Deposit growth expanded (3.6% YoY; Oct: 3.1%) to a three-month high

— Attributable to a higher demand deposit (6.0%; Oct: 4.4%) and fixed deposits (3.7%; Oct: 3.5%).

— MoM growth accelerated (0.9%; Oct: 0.3%), adding RM22.5b to the total deposit, the highest in 11 months.
2024 loan growth forecast at 5.5% - 6.0% (2023: 5.3%), with steady momentum expected in 2025

— November loan growth remains within target range, driven by a resilient domestic economy fuelled by a steady
labour market and continued expansion in the services sector, especially retail and tourism. The low base effect
from last year also contributed. Growth is on track to meet year-end forecast.

— OPRoutlook: BNM is expected to maintain the overnight policy rate (OPR) steady at 3.00% in 2025 as we believe
the current stance is reasonably balanced between maintaining price stability and supporting the growth outlook.
Despite a lower inflation reading in November (1.8%), upside risk to price pressure remains for 2025. This is
particularly due to the upcoming fuel subsidy rationalisation and higher household incomes from increase in
minimum wage and civil servants’ salary adjustments. This is reflected in our higher inflation projection of 2.7% in
2025 (2024 estimate: 1.9%).
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| Table 1: Money Supply, Loan and Deposit Growth Trend

2021 2022 2023 Nov-23  Jun-24  Jul-24  Aug-24  Sep-24  Oct-24  Nov-24

% MoM 1.2 1.1 0.8 0.1 1.2 0.0 1.5

M1 Chg (RM b) 54.6 24.7 355 7.5 6.8 5.4 0.8 74 0.2 9.8
% YoY 104 4.3 59 3.6 6.4 7.2 6.0 6.0 45 4.9

% MoM 0.9 0.1 0.1 0.3 0.1 0.8 0.7

M2 Chg (RM b) 128.3 92.5 132.7 215 -3.4 -3.4 -1.9 3.1 19.8 16.7
% YoY 6.3 4.3 59 4.6 52 53 47 4.2 42 4.0

% MoM 0.9 0.2 0.1 0.4 0.1 0.9 0.7

M3 Chg (RM b) 130.8 93.9 136.4 218 4.0 -3.4 9.0 3.1 211 16.7
% YoY 6.4 43 6.0 46 52 5.3 47 4.2 4.2 4.0

% MoM 0.8 0.8 0.1 03 04 0.7 0.6

Loans Chg (RM b) 84.3 108.9 107.2 15.8 17.5 3.2 6.2 9.0 14.8 135
% YoY 4.6 5.7 53 49 6.4 6.4 6.0 5.6 6.0 58

% MoM 0.4 0.0 0.6 0.3 0.7 0.3 0.9

Deposit Chg (RM b) 132.4 132.0 1321 10.9 0.1 -14.2 8.7 18.5 76 225
% YoY 6.3 5.9 5.6 53 4.9 47 3.8 33 3.1 3.6

LCR* (%) 153.3 151.5 160.9 149.3 155.2 1511 145.5 146.6 146.8 147.9

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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