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EARNINGS EVALUATION / BRIEFING

New & Higher ROE KPI

Low Yee Huap, CFA

Results = 4Q11 net profit of_ RM1,154.3m (+1% qoq; +26.5% yoy) took yhlow@hlib.hongleong.com.my
FY06/11 net profit to RM4,450.3m (+16.6% yoy) or 102.3% (603) 2168 1078
and 101.5% of HLIB and consensus forecasts respectively.
L . KLCI 1,472.16
Deviations = Largely inline. Expected share price return 21.1%
) o ) ) Expected dividend return 5.8%
Dividend = Final dividend of 32 sen (of which 28 sen is under DRP), Expected total retum 26.9%
making FY06/11 total at 60 sen (52 sen DRP), ahead of our
projection of 45 sen. Share price
. L B e FBMKLCI (RHS) ~ =====MAY MK (LHS) R
Highlights »= 4QFYO06/11 earnings were boosted by lower provisions and =~ %] 9%
higher insurance income but mainly offset by impairment 122 [ 9
loss on PDS, one-offs and consolidation of Kim Eng s | Y
overheads as well as higher tax rate and M. 1450 | - 8.00
= FY06/11 recorded higher top line across-the-board while 1222 [
PBT growth was mainly from Malaysia corporate banking, 13w - 7o
international banking and community financial services. L2=0 i Bl
Aug-10 Oct-10 Dec-10 Jan-11 Mar-11 Apr-11 Jun-11 Aug-11
= Loans growth continued to accelerate (driven by all Information
segments except SME) with domestic operations now Bloomberg Ticker MAY MK
exceeding industry average. Deposits growth also strong Bursa Code 1155
but slightly behind loans growth. Issued Shares (m) 1,322.2
Market cap (RM m) 64,611.7
» Asset quality continued to improve while capital ratios 3-mthavg. volume (‘000) 10,135.3
remained strong.
Price Performance M 3M 12M
= New and higher FY12/11 ROE KPI of 16%, sustain by Absolute 215 -1.82 12.71
healthy economic growth in its three “home” markets Relative 345 190 7.79
(Malaysia, Singapore and Indonesia) as well as higher fee
based income expansion from Global Wholesale Banking Major shareholders
and Regional IB (post acquisition of Kim Eng). These skim Amanah Saham 46.7
should more than offset erosion in NIM as well as Bumiputera
normalized and higher credit charge. EPF 10.2
= No change in status of BIl as current share price is below its PNB .1
breakeven while there is still no clarity on Indonesia’s
foreign shareholding limit on banks.
= If Malaysia Basel Ill requirements are similar to Singapore, f\:’g&;‘g&n‘f}am'qfi Tal?llz? e (o
no cash call is needed until 2013. S B 570 670 7450 6%
Risks = Unexpected jump in impaired loans and Ilower than Eg:mn.e;eﬂrgfrgm jjgg jggg gggj gg;g
expected loan growth. Norm. EPS (sen) ~ 618 646 712 785
P/E (x) 14.0 134 134 134
Forecasts = FY12/11-13 forecasts fine-tuned post final results. P/BV (x) 21 20 19 17
Div yield (%) 52 43 48 52
Rating BUY ROE (%) 150 151 159 163
. . . . . ROA (%) 1.2 11 12 1.2
= Positives — Earnings growth from Indonesia while domestic ook value (RM) 421 434 464 4.98
operations also improving, new busmess_ divisions to better HLIB / * New FY end Dec — numbers are annualized
address competitive pressure and switch from product
centric to customer centric.
= Negatives — Have not entirely mitigated the dilution impact
from debt raising and cash call.
Valuation = Target price fine-tuned to RM10.46 based on Gordon

Growth with ROE of 15.5% and WACC of 9.4%.
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Briefing Highlights

FY12/11 KPIs. Given that its FY06/11 results exceeded all KPIs (except NIM), management has set higher KPIs for
FY12/11 with ROE of 16%, Loans and investments growth of 12%, loans growth of 12% (Malaysia 12%, Singapore
8% and Indonesia 24%), deposits growth of 14% and RWCAR of >12%. Note that the group will change its FY end
from Jun to Dec with the next financial year (FY12/11) consists of only six months. Thus, the KPIs are annualized
numbers. Management is banking on continued healthy economic growth in its three “home” markets to meet its
loans growth KPIs as well as higher fee based income expansion arising from its Global Wholesale Banking and
regional IB (post acquisition of Kim Eng).

NIM. Pressure from competition (on loans and deposits) will continue while LDR will be retained within the 85-90%
range (vs. 90% currently). However, it has secured some long-term funding to match with its fixed rate loans. Thus,
management expects NIM to decline by circa 5-10bps.

Deal pipeline. lIts IB enjoyed the best time ever during Jun-Jul and pipeline for 1QFY12/11 continued to look good.
However, it is still too early for any indication beyond 1QFY12/11.

Credit charge. Despite significantly lower credit charge of 21bps in FY06/11, management is guiding for 30-40bps
in view of continued loans growth and stabilization of FRS139.

Asset quality. Potential risk will come from the property sector if prices collapse but its international portfolio should
be intact given that the credits were extended to companies with strong cash flow and support Malaysian companies
that have trade activities with the countries concerned. Moreover, despite issues are WOM Finance, management
indicated that the situation is unlikely to deteriorate in view of new management, focus and tighter credit scoring.

Bll. The breakeven points to reduce its stake from 97% to 80% is 510 Rupiah (vs. current price of 450 Rupiah),
thus, given that the disposal is condition on no losses, it is unlikely to materialize soon. Even if Bll share price
exceed its threshold, liquidity is another major stumbling block. As for the foreign shareholding limit in Indonesia, the
authority there is still deliberating the issue. One argument put forward against the new ruling is banks control by
locals already controls circa 70% of market share in Indonesia, similar to the situation in Malaysia.

Basel Ill. It will continue with DRP to conserve capital and reward shareholders. However, BNM has yet to publish
any guidelines. In the event the guidelines are similar to Monetary Authority of Singapore, it will not need cash call
until 2013.

Figure 1) Quarterly results comparison

FYE Jun (RMm) 4010 3011 4011 QoQ (%) YoY (%) Comments

Net Interest Income 2,148.0 2,159.2 2,269.8 51 5.7 Driven by 8% qoqg and 22.5% yoy loans growth (across-

the-board from consumer and corporate segments as well
as Indonesia and Singapore - see Figure 4) and higher yoy
Islamic income. Partly offset by lower NIM (see Figure 3).
SME loans growth still slow as it still need 6-9 months to
recalibrate the whole business and credit models before
turning more aggressive.

Domestic loan growth accelerated to 8% qgoq and 22.5%
yoy (ahead of 3.9% qog and 13.5% yoy industry average).

Non-Interest Income 1,051.2 1,095.5 1,507.9 37.6 435 Mainly due to higher fee income, higher income from

insurance (profit transfer from life operations significantly
boosted by gains on investment), gains from sale of HFT
securities (vs. losses qoq), Higher dividend income and
higher forex profit.

Partly offset by lower gains from sale of HFT securities
(yoy), lower gains from sale of AFS securities (yoy), MTM
loss of HFT securities (vs. gain goq and yoy) and MTM
loss of derivatives (qog) and higher impairment loss (as
ratings of some PDS were downgraded).

Operating Income 3,199.1 3,254.7 3,771.7 16.1 18.1
Less: Overhead Exp -1,554.5 -1,632.2 -2,042.0 25.1 314 Mainly from personnel, establishment and admin costs

arising from consolidation of Kim End (for two months and
include one-off cost of RM35m) as well as charge for
ESOS and cost of living allowances (unionized staff).

Pre-provision Profit 1,644.6 1,622.5 1,735.7 7.0 55

Less: Loan Loss -320.5 -72.2 AT7.7 -33.9 -85.1  Qoq — write back in Individual Allowance (IA) and higher

Provisions recovery but partly offset by higher Collective Allowance
(CA).

Yoy — combined CA and IA was lower than combined GP
and SP but partly offset by lower recovery.
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Credit charge of 2bps vs. 3bps in 3QFY11 and 15bps in

4QFY10.
Operating Profit 1,324.1 1,550.3 1,688.0 8.9 271.5
Associates 35.0 25.3 40.5 60.2 15.7  Mainly MCB
Pretax Profit 1,359.1 1,575.6 1,728.5 9.7 27.2
Less: Tax -384.1 -389.3 -475.3 22.1 23.8
Effective Tax Rate (%) 28.3 24.7 275
Profit After Tax 975.0 1,186.3 1,253.2 5.6 28.5
Minorities -62.6 -43.7 -98.9 126.5 58.1
Net Profit 912.5 1,142.6 1,154.3 1.0 26.5
Company & HLIB
Figure 2) Cumulative results comparison
FYE Jun (RMm) FY10 FY11 YoY (%) Comments
Net Interest Income 8,205.6 8,747.8 6.6 Growth driven by 22.5% yoy loans growth (see Table 4) and higher Islamic income but

partly offset by lower NIM. The 21bps decline in NIM can be attributed to 9bps from
competitive pressure, 11bps from adjustment of effective interest rate and unwinding of
interest under FRS139 as well as 1bp for forex.

Deposits growth of 19% yoy was behind loans growth mainly due to single-digit growth in
Singapore.

Non-Interest Income 4,453.6 4,921.8 10.5  Driven by higher fee income, higher income from insurance, higher gains from sale of
AFS securities and higher forex profit.

Partly offset by lower gains from sale of HFT securities, MTM loss of HFT securities (vs.
gain), lower MTM gain of derivatives and higher impairment loss.

Operating Income 12,659.2 13,669.6 8.0

Less: Overhead Exp -6,193.4 -7,032.0 13.5  Mainly from personnel, marketing and admin costs arising from consolidation of Kim End
(for two months and include one-off cost of RM35m) as well as charge for ESOS
(RM65m) and cost of living allowances (RM22m for unionized staff).

Pre-provision Profit 6,465.7 6,637.6 2.7

Less: Loan Loss -1,217.2 -502.2 -58.7  Lower combined CA and IA vis-a-vis combined GP and SP while recovery was higher.

Provisions Credit charge was lower at 21bps vs. 60bps.

Operating Profit 5,248.6 6,135.5 16.9

Associates 121.8 135.0 10.8  Mainly MCB.

Pretax Profit 5,370.4 6,270.5 16.8

Less: Tax -1,402.0 -1,650.7 17.7

Effective Tax Rate (%) 26.1 26.3

Profit After Tax 3,968.5 4,619.8 16.4

Minorities -150.3 -169.5 12.8

Net Profit 3,818.2 4,450.3 16.6

Company & HLIB

Figure 3) Quarterly ratios

4Q09 1Q10 2Q10 3Q10 4Q10 1Q11 2011 3011 4011
Asset Quality (%)
Gross NPL/Impaired loan 3.47 3.50 3.29 3.09 2.90 4.70 4.20 3.66 3.34
Loan Loss Coverage 112.87 113.21 117.79 120.49 124.52 84.13 84.62 86.90 82.26
Core Capital Ratio 11.00 10.43 11.00 10.67 11.06 11.48 11.95 11.64 11.93
RWCAR 14.99 14.28 14.86 14.50 14.67 14.15 14.31 14.17 15.45
Margins (%)
Yields On Earnings Assets 4.30 3.94 3.82 37 3.78 3.84 3.82 3.62 3.59
Avg. Cost Of Funds 2.15 1.73 1.60 1.56 1.47 1.64 1.65 1.62 1.66
Interest Spread 2.15 221 2.22 2.16 231 2.20 2.16 2.00 1.93
Unadj NIM (ex-Islamic Income) 2.30 2.35 2.35 2.28 2.44 2.34 231 2.16 2.08
Adjusted NIM (+Islamic Income) 2.77 2.90 2.85 2.75 2.92 2.79 2.82 2.63 2.58
Profitability (%)
ROE -19.67 13.87 15.04 15.31 13.32 14.64 15.73 15.55 15.06
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ROA -1.45 1.13 1.23 1.25 1.10 1.21 1.28 1.24 1.17
Interest income / Loans 1.52 1.38 1.35 1.33 1.31 1.35 1.32 1.23 1.21
Interest expense / Deposits 0.64 0.50 0.45 0.45 0.42 0.48 0.47 0.46 0.47
Cost / Income Ratio 47.79 50.36 49.12 47.64 48.59 49.84 51.31 50.15 54.05
Expenses / Avg. Assets 1.97 2.00 1.93 1.83 1.87 1.90 1.96 177 2.06
Provisions / Avg. Net Loans 1.68 0.89 0.52 0.46 0.64 0.51 0.22 0.13 0.08
Liquidity (%)
Loan Deposit Ratio 87.39 87.27 84.52 84.82 86.77 87.25 88.43 89.78 90.07
Net / Gross Loan Growth 0.25 2.80 211 0.66 4.38 0.94 5.70 6.26 8.02
Deposit Growth 0.41 2.90 5.53 0.46 2.15 0.02 4.72 5.08 8.15
Company
Figure 4) Loan growth & breakdown
4Q10 1Q11 2Q11 3Q11 4Q11 qoq (%) yoy (%)

By Purpose*
Purchase of securities 14,913.4 15,331.2 16,182.8 19,016.9 20,743.9 9.1 39.1
Purchase of transport vehicles 33,725.9 32,664.3 36,275.4 37,829.6 39,004.4 31 15.7
Purchase of landed properties

Residential 37,685.0 38,647.3 41,416.7 43,665.3 46,621.8 6.8 23.7

Non-residential 9,163.8 9,614.9 12,924.5 13,102.7 14,623.3 11.6 59.6
Purchase of fixed assets 2,543.4 2,432.5 2,461.3 2,651.4 2,966.5 11.9 16.6
Personal use 5,061.6 5,259.2 5,629.6 5,978.1 6,362.1 6.4 25.7
Credit Card 4,974.3 5,035.5 5,307.3 5,436.2 57723 6.2 16.0
Purchase of consumer durables 77.6 48.2 71.1 69.6 254.1 264.9 227.5
Construction 12,489.8 14,165.1 14,024.3 13,966.8 13,861.4 0.8 11.0
Working capital 79,384.1 76,729.7 81,136.0 87,613.0 96,753.1 10.4 21.9
Others 13,239.6 15,3445 12,1151 12,464.6 14,216.8 14.1 7.4
Total 213,258.4 215,272.3 227,544.0 241,794.3 261,179.8 8.0 225
Malaysia 144,271.8 145,056.8 151,199.7 160,308.3 169,773.5 5.9 17.7
Singapore 40,589.0 41,634.0 45,545.0 48,235.6 54,830.5 13.7 35.1
HK 3,068.9 3,057.9 3,672.9 4,459.6 44714 0.3 457
us 753.2 758.8 997.5 1,097.5 1,176.6 72 56.2
China 1,017.9 957.9 987.9 1,051.8 986.4 6.2 3.1
Vietnam 480.6 443.1 507.4 519.9 524.9 1.0 9.2
UK 994.8 855.5 797.0 1,008.0 1,358.0 34.7 36.5
Brunei 158.4 150.9 156.0 150.3 159.3 6.0 0.6
Cambodia 270.9 240.1 278.6 353.8 425.8 20.3 57.2
Bahrain 236.6 205.6 195.9 214.0 226.1 5.7 4.4
Labuan offshore 3,268.8 3,087.3 3,437.6 3,260.6 3,875.2 18.8 18.6
Philippines 969.5 955.2 1,042.9 1,091.5 1,419.0 30.0 46.4
Indonesia 17,102.5 17,807.3 18,642.4 19,950.4 21,328.3 6.9 24.7
PNG 75.7 62.0 83.3 93.1 115.3 23.9 52.3
Thailand 466.2 NM NM
Others 43.3 NM NM
Total 213,258.4 215,272.3 227,544.0 241,794.3 261,179.8 8.0 22.5

Company / * From 1Q11 onwards, classification by purpose includes both domestic and overseas vs. only domestic previously (4Q10 was adjusted retrospectively)

Figure 5) NPL/Impaired loan breakdown

NPL/Impaired loan (RMm) 4Q09 1Q10 2Q10 3Q10 4Q10 1011 2011 3011 4011
By Purpose*

Purchase of securities 131.9 119.3 112.5 99.1 47.3 63.6 54.9 84.2 116.7
Purchase of transport vehicles 122.9 153.8 150.6 150.2 239.3 290.2 289.8 325.9 276.7

Purchase of landed properties
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Residential 1,957.1 1,931.2 1,825.7 1,724.1 1,754.0 1,862.9 1,665.5 14805 1,277.8

Non-residential 3322 378.0 358.2 347.3 3311 361.9 299.3 304.1 290.5
Purchase of fixed assets 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Personal use 212.6 209.7 192.2 184.1 168.1 180.1 173.2 153.3 126.3
Credit Card 53.3 53.1 52.5 55.8 68.8 90.8 85.0 86.4 77.8
Purchase of consumer durables 1.6 1.6 1.7 1.6 1.6 1.6 126.8 2.1 1.2
Construction 462.5 542.0 529.5 497.9 511.7 1,023.1 951.1 557.2 523.4
Working capital 2,392.0 2,458.9 2,447.7 2,194.0 2,824.5 5,983.9 5,327.2 54958 5,575.2
Others 195 24.4 24.7 24.7 239.9 257.6 627.7 379.5 491.4
Total 5,685.5 5,872.0 5,695.3 5,278.8 6,186.3  10,115.6 9,600.6 8,869.0  8,756.9
Malaysia 5,685.5 5,872.0 5,695.3 5,278.8 5,129.1 8,260.1 7,754.0 7,227.7  6,712.6
Singapore 296.3 289.9 236.6 218.1 209.6 229.2 293.5 275.6 402.5
HK 74.2 79.5 95.2 115.7 1141 134.6 87.8 84.2 84.9
us 0.0 0.0 0.0 0.0 0.0 62.8 61.8 39.8 0.0
China 22.2 21.8 21.6 20.6 20.3 54.9 31.6 30.2 0.0
Vietnam 20.9 20.5 19.1 17.6 175 16.4 78.0 78.6 75.7
UK 42.6 42.8 75.8 71.0 68.5 199.4 199.5 143.0 1415
Brunei 2.8 2.4 2.4 2.8 2.1 3.9 4.7 4.4 2.6
Cambodia 0.0 135 134 23.7 24.0 275 11.6 11.2 12.5
Bahrain 0.0 0.0 0.0 0.0 0.0 41.7 50.4 48.8 48.7
Labuan offshore 107.2 126.0 124.5 118.7 79.9 419.3 415.6 368.1 351.1
Philippines 33.9 30.4 37.3 38.9 35.9 371.2 57.9 52.1 50.7
Indonesia 427.0 456.1 346.0 400.7 483.4 616.4 553.7 505.2 873.7
PNG 2.6 2.1 2.1 1.9 1.9 6.1 0.3 0.3 0.0
Thailand - - 0.5
Total 6,715.2 6,957.0 6,669.1 6,308.5 6,186.3  10,115.6 9,600.6 8,869.0  8,756.9
By Purpose*
Purchase of securities 1.15 1.01 0.90 0.72 0.32 0.41 0.34 0.44 0.56
Purchase of transport vehicles 0.63 0.76 0.74 0.72 0.71 0.89 0.80 0.86 0.71
Purchase of landed properties

Residential 8.04 7.74 7.18 6.66 4.65 4.82 4.02 3.39 2.74

Non-residential 5.12 5.72 5.25 4.88 3.61 3.76 2.32 2.32 1.99
Purchase of fixed assets 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Personal use 5.62 5.24 4.47 4.16 3.32 342 3.08 2.56 1.98
Credit Card 1.50 1.45 1.36 1.44 1.38 1.80 1.60 1.59 1.35
Purchase of consumer durables 10.00 9.23 20.51 18.96 2.11 3.35 178.35 2.94 0.46
Construction 7.34 8.39 7.86 7.45 4.10 7.22 6.78 3.99 3.78
Working capital 4.69 4.73 4.66 4.10 3.56 7.80 6.57 6.27 5.76
Others 0.57 0.71 0.78 1.03 181 1.68 5.18 3.04 3.46
Total 4.38 4.41 4.20 3.81 2.90 4.70 4.22 3.67 3.35
Malaysia 4.38 4.41 4.20 3.81 3.56 5.69 5.13 451 3.95
Singapore 0.75 0.71 0.57 0.54 0.52 0.55 0.64 0.57 0.73
HK 2.56 2.78 3.38 3.89 3.72 4.40 2.39 1.89 1.90
us 0.00 0.00 0.00 0.00 0.00 8.27 6.19 3.62 0.00
China 2.29 2.55 2.42 2.30 1.99 5.73 3.20 2.87 0.00
Vietnam 3.81 3.50 3.72 3.76 3.64 3.69 15.38 15.12 14.42
UK 3.33 3.44 6.17 6.35 6.89 23.31 25.04 14.18 10.42
Brunei 213 1.65 1.59 1.73 1.30 2.61 3.03 2.92 1.64
Cambodia 0.00 5.08 5.22 10.22 8.88 11.43 4.17 3.16 2.94
Bahrain 0.00 0.00 0.00 0.00 0.00 23.21 25.72 22.79 21.54
Labuan offshore 343 3.93 3.99 3.94 2.44 13.58 12.09 11.29 9.06
Philippines 4.28 3.93 4.36 4.49 3.70 3.89 5.55 4.77 3.58
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Indonesia 3.44 3.44 2.37 2.73 2.83 3.46 2.97 2.53 4.10
PNG 3.97 3.10 3.27 2.72 2.52 9.86 0.31 0.27 0.00
Thailand - - - - - 0.10
Total 3.47 3.50 3.29 3.09 2.90 4.70 4.22 3.67 3.35

Company / * From 1Q11 onwards, classification by purpose includes both domestic and overseas vs. only domestic previously (4Q10 was adjusted retrospectively)

Figure 6) Peer comparison

MktCap  price Target +- EPS (sen) PIE (x) PIB (x) ROE (%) Net Yid

Company  (RMbn)  (RM) (RM) (%) Reco. CYIIE CYI2E CYLIE CYI2E CY1IE CYI2E CYLIE CYI2E (%)
PublicBank-F 432 1288 1422 104 Hold  101.9 113.4 12.6 114 2.9 2.6 24.6 242 38
PublicBank-L 432 1290 1422 102 Hold  101.9 113.4 12.7 114 2.9 2.6 24.6 242 38
Maybank 63.3 864 1046 211  Buy 66.0 72.7 13.1 11.9 1.9 1.8 14.6 15.0 43
CIMB Grp 57.8 777 958 233 Buy 57.6 67.5 12.8 10.9 2.2 2.0 17.7 19.1 43
AMMB 19.3 6.40 771 205 Buy 49.1 55.1 111 9.9 1.4 13 14.1 14.4 2.3
Affin Holdings 4.6 307 354 153  Hold 333 38.4 8.9 7.8 0.8 0.8 10.0 10.6 2.4
AFG 5.2 339 419 236  Buy 28.7 31.4 11.8 10.8 1.4 13 12.9 12.7 1.9
RHB Capital 19.2 893 1096 227  Buy 753 86.5 11.9 10.3 1.7 15 15.2 155 2.2
Average 12.8 11.4 2.0 18 15.6 15.9

HLIB /" Under Review

Figure 7) HLIB vs. consensus

RMm FY11f* FY12f

HLIB Consensus % HLIB Consensus %
Net Profit 4,832.8 4,946.8 (2.3) 5,324.5 5,486.7 (3.0)
EPS (sen) 64.6 67.8 (4.7) 71.2 74.5 (4.4

HLIB & Bloomberg / * New FY end Dec — numbers are annualized
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Income statement

Quarterly financial summary

FYE 31 Jun (RMm)  2010A 2011A  2011E* 2012E 2013E FYE 31 Jun (RMm) 4Q10 1011 2011 3011 4011
Net InterestIncome 8,205.6  8,747.8 9,673.8 10,289.9 11,053.7 Net Interestincome  2,1480 21127 2206.1 2,159.2 2,269.8
Non-Interest Income  4,391.1 48679 5147.7 5559.6  6,004.3 Non-Interest Income 1,051.2 11,1524 1,166.0 1,095.5 1,507.9
Operating Income  12,596.7  13,615.7 14,821.5 15,849.5 17,058.0 Operating Income 3,199.1 3265.1 33721 32547 3,777.7
Overhead Expenses -6,122.1  -6,978.0 -7,222.3 -7,655.6 -8,038.4 Overhead Expenses ~ -1,554.5 -1,627.4 -1,7304 -1,632.2 -2,042.0
Pre-provision Profit  6,474.6 6,637.6 7,599.3 8,193.9  9,019.6 Pre-provision Profit 16446 16377 16417 16225 17357
Loan Loss Provisions -1,226.1 5022 -968.3 -888.0 -964.0 Loan Loss Provisions -3205 2647  -1175 -72.2 -47.7
BlI deposit 52486 61355 16,6309 73059  8,055.7 BII deposit 13241 13730 15242 15503 1,688.0
Operating Profit 121.8 135.0 148.5 163.4 179.7 Operating Profit 35.0 314 37.8 25.3 40.5
Associates 53704  6,2705 6,7795 74693 82353 Associates 1,359.1 14043 15620 15756 1,7285
Impairment -14020 -1,650.7 -1,762.7 -1,9420 -2,141.2 Impairment -384.1  -350.7  -4354  -389.3  -4753
Pretax Profit 26.1 26.3 26.0 26.0 26.0 Pretax Profit 28.3 25.0 27.9 24.7 275
Less: Tax 39685 46198 50168 55272 6,094.2 Less: Tax 9750 1,053.6 1,126.6 1,186.3 1,253.2
Tax Rate (%) -150.3 -1695  -184.0 -202.8 -223.6 Tax Rate (%) -62.6 -25.5 -1.4 -43.7 -98.9
Profit After Tax 38182 44503 48328 53245 58716 Profit After Tax 9125 11,0281 11252 11426 1,154.3
Minorities 70780 72001 74782 74782 74782 Minorities 7,0780 70780 73222 73222 74782
Net Profit 53.9 61.8 64.6 71.2 78.5 Net Profit 12.9 145 15.4 15.6 15.4
Basic shares (m) 43911 48679 51477 5559.6  6,004.3 Basic shares (m) 1,051.2 11524 11660 1,0955 1,507.9
Basic EPS (sen) 12,596.7 13,6157 14,8215 158495 17,058.0 Basic EPS (sen) 3,199.1 32651 33721 32547 377717
Balance sheet Valuation ratios
FYE 31 Jun (RMm)  2010A  2011A  2011E* 2012E 2013E FYE 31 Jun (RMm) 2010A 2011A 2011E* 2012E 2013E
Cash 37,623 49,095 51,550 54,643 57,921 Reported basic EPS (sen) 53.9 61.8 64.6 71.2 78.5
Invt securities 54,170 61,039 64,091 67,937 72,013 Normalized basic EPS (sen) 53.9 61.8 64.6 71.2 78.5
Loans 205555 253976 267,328 291,741 318,263 Normalized FD EPS (sen) 53.9 61.8 64.6 71.2 78.5
Stat Reserve 4,471 7,698 8,083 8,811 9,604 PER (x) 16.0 14.0 13.4 13.4 13.4
Goodwill 4,481 6,509 6,509 6,509 6,509 FD PER (x) 16.0 14.0 13.4 13.4 13.4
Other assets 30,399 33,641 35,064 39,529 44,876 Net DPS (sen) 41.3 45.0 375 41.3 45.0
Total assets 336,700 411,959 432,625 469,169 509,186 Net DY (%) 4.8 5.2 4.3 4.8 5.2
Deposits 260,168 315280 333,031 364,286 398,585 Book/ share (RM) 39 4.2 4.3 4.6 5.0
Bills & acceptances 3,062 8,513 8,726 9,075 9,438 P/Book (x) 22 21 2.0 19 17
Borrowings 16,873 22,368 22,775 23,441 24,134 FCF/ share (sen) NM NM NM NM NM
Other liab 27,933 33,327 34,526 36,357 38,290 FCF yield (%) NM NM NM NM NM
Shrhldrs' funds 27,877 31,461 32,467 34,706 37,213 Market capitalization 64,612 64,612 64,612 64,612 64,612
Share capital 7,078 7,478 7,478 7,478 7,478 Net cash NM NM NM NM NM
Reserves 20,799 23,983 24,988 27,228 29,735 Enterprise value NM NM NM NM NM
Minorities 788 1,009 1,101 1,304 1,527 EV/ EBITDA (x) NM NM NM NM NM
Total liab 336,700 411,959 432,625 469,169 509,186 ROE (%) 14.5 15.0 15.1 15.9 16.3
Assumption Metrics Assumption Metrics
FYE 31 Jun 2010A 2011A 2011E* 2012E  2013E FYE 31 Jun 2010A  2011A 2011E* 2012E 2013E
Asset Quality (%) Profitability (%)
Gross Impaired Loan 2.89 3.34 3.24 3.04 2.84 ROE 14.47 15.00 15.12 1585  16.33
Loan Loss Coverage 12452  82.26 77.80 79.12 81.90 ROA 1.18 1.19 1.15 1.18 1.20
Core Capital Ratio 11.06  11.93 1219 11.97 11.80 Int Inc / Loans 5.15 4.62 4.87 4.73 4.65
RWCAR 14.67 1545 15.68  15.37 15.10 Int Exp / Deposits 177 1.72 181 177 1.75
Cost/ Inc Ratio 48.60 51.25 48.73 4330 4712
Margins (%) Exp/ Avg. Assets 1.89 1.86 171 1.70 1.64
Yields On Earnings Assets 3.83 3.64 357 354 351 Prov / Avg. Net Loans 0.63 0.22 0.74 0.32 0.32
Avg. Cost of Funds 1.54 1.54 1.54 1.54 1.54 Liquidity (%)
Interest Spread 2.29 2.09 2.02 1.99 1.96 Loan Deposit Ratio 86.77 90.07 89.44 88.73  88.00
Unadjusted NIM 2.37 2.17 2.12 2.08 2.04 Net Loan Growth 10.25 22.60 10.00 9.00 9.00
Adjusted NIM 2.87 2.64 2.59 2.58 2.56 Deposit Growth 11.44 19.02 12.00 10.00  10.00

Page 7 of 8

23 August 2011



HLIB Research | Malayan Banking www.hlebroking.com

* New FY end Dec — numbers are annualized
Disclaimer

The information contained in this report is based on data obtained from sources believed to be
reliable. However, the data and/or sources have not been independently verified and as such,
no representation, express or implied, is made as to the accuracy, adequacy, completeness or
reliability of the info or opinions in the report.

Accordingly, neither Hong Leong Investment Bank Berhad nor any of its related companies and
associates nor person connected to it accept any liability whatsoever for any direct, indirect or
consequential losses (including loss of profits) or damages that may arise from the use or
reliance on the info or opinions in this publication.

Any information, opinions or recommendations contained herein are subject to change at any
time without prior notice. Hong Leong Investment Bank Berhad has no obligation to update its
opinion or the information in this report.

Investors are advised to make their own independent evaluation of the info contained in this
report and seek independent financial, legal or other advice regarding the appropriateness of
investing in any securites or the investment strategies discussed or recommended in this report.
Nothing in this report constitutes investment, legal, accounting or tax advice or a representation
that any investment or strategy is suitable or appropriate to your individual circumstances or
otherwise represent a personal recommndation to you.

Under no circumstances should this report be considered as an offer to sell or a solicitation of
any offer to buy any securities referred to herein.

Hong Leong Investment Bank Berhad and its related companies, their associates, directors,
connected parties and/or employeees may, from time to time, own, have positions or be
materially interested in any securities mentioned herein or any securites related thereto, and
may further act as market maker or have assumed underwriting commitment or deal with such
securities and provide advisory, investment or other services for or do business with any
companies or entities mentioned in this report. In reviewing the report, investors should be
aware that any or all of the foregoing among other things, may give rise to real or potential
conflict of interests.

This research report is being supplied to you on a strictly confidential basis solely for your
information and is made strictly on the basis that it will remain confidential. All materials
presented in this report, unless specifically indicated otherwise, is under copyright to Hong
Leong Investment Bank Berhad . This research report and its contents may not be reproduced,
stored in a retrieval system, redistributed, transmitted or passed on, direclty or indirectly, to any
person or published in whole or in part, or altered in any way, for any purpose.

This report may provide the addresses of, or contain hyperlinks to, websites. Hong Leong
Investment Bank Berhad takes no responsibility for the content contained therein. Such
addresses or hyperlinks (including addresses or hyperlinks to Hong Leong Investment Bank
Berhad own website material) are provided solely for your convenience. The information and
the content of the linked site do not in any way form part of this report. Accessing such website
or following such link through the report or Hong Leong Investment Bank Berhad website shall  p yjished & Printed by

be at your own risk. Hong Leong Investment Bank

. . . Berhad (43526-P)
1. As of 23 August 2011, Hong Leong Investment Bank Berhad has proprietary interest in the | evel 8 Menara HLA

following securities covered in this report: No. 3, Jalan Kia Peng
(a) - 50450 Kuala Lumpur
Tel 603 2168 1168 / 603 2710 1168
2. As of 23 August 2011, the analyst, Low Yee Huap who prepared this report, has interest in Fax 603 2161 3880
the following securities covered in this report:

(a) -.

Equity rating definitions

BUY Positive recommendation of stock under coverage. Expected absolute return of more than +10% over 12-months, with low risk of sustained downside.
TRADING BUY Positive recommendation of stock not under coverage. Expected absolute return of more than +10% over 6-months. Situational or arbitrage trading opportunity.
HOLD Neutral recommendation of stock under coverage. Expected absolute return between -10% and +10% over 12-months, with low risk of sustained downside.
TRADING SELL ~ Negative recommendation of stock not under coverage. Expected absolute return of less than -10% over 6-months. Situational or arbitrage trading opportunity.
SELL Negative recommendation of stock under coverage. High risk of negative absolute return of more than -10% over 12-months.

NOT RATED No research coverage, and report is intended purely for informational purposes.

Industry rating definitions

OVERWEIGHT The sector, based on weighted market capitalization, is expected to have absolute return of more than +5% over 12-months.
NEUTRAL The sector, based on weighted market capitalization, is expected to have absolute return between -5% and +5% over 12-months.
UNDERWEIGHT  The sector, based on weighted market capitalization, is expected to have absolute return of less than —5% over 12-months.
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