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Net interest margin for banks to be fairly stable this year
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je don't expect GST (goods and g,
o even the Fiscal Responsibili, A;'::t
jelation to be gmmduml ~ don't expec Ms-
sage of lh;l\]!!nﬁ;;:an or the first half u;,‘ul

sear.” said Nis

“Meamwhile, Moody's also expects the g,
| ngs of Malaysian banks to improve [we;['n

2022, driven by a reduction in the loan Tong
FESETVIS. ;
=If economic conditions normalise Gy,
in the second half of 2022, that wiy aw:
some banks o start releasing loan o
rves that were set aside,” said Lj Ty, “
who is assistant vice-president and Ay
(financial institutions group) at Mnuﬂr‘
Investors Service.

However, he pointed out that the NCreag,
in profits will be partially offset by Cu
Makemur (the one-time prosperity tax),

Li also said the net interest margin (i,
for Malaysian banks “will be fairly stable jy

022"
: He noted that while loan growth Will likefy
accelerale this year, the effect on NIMs will
largely offset by increasing competitiog [y
deposits as the eCOROMY SIS (6 Tecaver 5
well as the entry of digital banks.

“Rate hikes would definitely help NIy
expansion for banks, but it may not be magy.
naTu\js year, given that the central bank hag
50 far remain fairly accommodative,” said 1§

Regarding banks' asset quality, Li said i
would be broadly stable as the non-perform,
ing loan (NPL) ratio has remained fairy
steady during the pandemic due to varjoys
government SUpport Measures,

~Although most of the repayment agsjs-
tance programmes will expire by June 2022
(when the flow of bad loans will st
| normalise), we think that the NPL ratio wil]

remain broadly stable because of the

rebound in economic activities, as well as
| some of the targeted restructuring pro-
| grammes offered by the Credit Coumt!l.ing
| and Debt Management Agency and the
banks,” he said.
i Li also noted that Malaysian banks have
| been fairly proactive in setting aside loan loss

| reserves.

| “The NEL coverage of Malaysian banks has

| increased quite substantially, and we think

| that the level of reserves is sufficient 1o
absorb credit losses when the support meas-
ures taper off.

“Also, most of the repayment assistance are
for the retail and small and medium-sized
enterprises segments, which are largely
secure” he said.

In terms of the capitalisation of Malaysian
banks, Li noted that this had increased last
year as banks conserve capital due to the eco-
nomic uncertainty.

“The banks had cutdividends and increased
the proportion paid under various dividend
reinvestment plans.

“Going forward, in line with the improving
economic conditions, the banks wougi Likely
aceelerate their loan growth and start o nor-
malise some dividend payouts and that will
lead 1o a decline in capital levels, but from
fairly high levels,” he said.

Meanwhile, the Asian Development Bank
(ADB) has forecast Malaysia's economy 0
gew by 6% in 2022 and moderate to 5.4% in

In its Aslan Development Outlook report
the ADE noted that th country’ growth had
recovered in 2021, supported by rising global
demand for manufactured exports and terms-
oftrade gains from exports of natural
fesources, and strong domestic demand.

. However, the ADB also noted that rising
Imports [rom a pick-up in domestic invest-
;’i‘j:l had trimmed the current account sur

Another challenge is inflationay ure,
nother ch ry press
w}l:;ch s “huilding on rising energy prices,
Phasing out of an electricity subsidy and cor-
an‘Lllng supply disruptions.”
pr:;;ﬁ:g Poor households to remurn te ”‘f
mic norm s jor policy chak
lenge,” said the App, -
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