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KEY FINANCIALS
Key Stock Statistics 2013F
Earnings/share (sen) 42.1
P/E Ratio (x) 5.5
Dividend/share (sen) 14.0
NTA/share (RM) 1.21
Book Value/share (RM) 1.21
Issued Capital (mil shares) 1231.7
52-weeks price range (RM) 1.17 – 2.54
Major Shareholders: %
. EPF Board
. PNB / Yayasan Pelaburan

Bumiputra.

65.5
5.1
.

*RM1.00 par value

P&L Analysis (RM’mil) 2010 2011 2012E 2013F

Year end: Dec 31
Revenue 769.9 1269.4 1817.2 2380.3

Operating Profit 319.6 602.9 865.7 1196.6

Depreciation (6.8) (7.1) (8.6) (10.1)

Interest Expenses (142.6) (161.3) (148.6) (142.6)

Pre-tax Profit (PBT) 207.4 428.3 510.0 686.8

Effective Tax Rate (%) 29.3 23.9 24.0 23.9

Net Profit (NPAT) 146.0 325.4 384.5 518.8

Operating Margin (%) 41.5 47.5 47.6 50.3

PBT Margin (%) 26.9 33.7 28.1 28.9

NPAT Margin (%) 19.0 25.6 21.2 21.8
*PBT=Operating profit-allowance for impairment losses (on loans,
advances & financing); NPAT=PBT-taxation-zakat

Basic Ratios Analysis 2010 2011 2012E 2013F
Book Value/share (RM) 0.32 0.93 1.03 1.22
Earnings/share (sen) 12.2 26.8 31.2 42.1
Dividend/share (sen) 5.3 12.0 13.0 14.0
Div. Payout Ratio (%) 32.4 33.6 31.2 24.9
P/E Ratio (x) 18.9 8.6 7.4 5.5
P/Book Value (x) 7.2 2.5 2.2 1.9
Dividend Yield (%) 2.3 5.2 5.7 6.1
ROE (%) 38.3 28.8 30.3 34.5
Net Gearing 1(or Cash)(x) 25.7 11.2 15.5 17.7
Net Gearing 2(or Cash)(x) (1.8) (0.7) 0.5 0.5
*2012-2013 figures are our estimates
*Net gearing (1-including customer deposits; 2-excluding)
*Adjusted for 2011 rights issue

PERFORMANCE – 2Q/FY12

2Q/ 30 Jun 2Q12 2Q11 yoy % 1Q12 qoq%
Rev (RMm) 444.5 287.7 54.5 378.9 17.3
PBT (RMm) 122.6 105.9 15.8 110.5 11.0
NPAT (RMm) 93.7 78.2 19.7 79.4 17.9
EPS* (sen) 7.6 6.4 19.7 6.4 17.9

6M/ 30 Jun 1H/FY12 1H/FY11 yoy %
Rev (RMm) 823.4 582.2 41.4
PBT (RMm) 233.1 197.0 18.3
NPAT (RMm) 173.1 146.5 18.1
EPS* (sen) 14.1 11.9 18.1

*based on 1231.7 mil shares; NPAT=net profit after tax

“Q2 – revenue within, NPAT below”

MBSB recorded 2Q/FY12 revenue (quarter
ended 30th June 2012) that were within our
earlier expectations, but NPAT was below.
Group revenue and NPAT were RM444.5
million and RM93.7 million, respectively.

“Islamic Personal Financing driving growth”

The group recorded 1H/FY12 revenue of
RM823.4 million and NPAT of RM173.1
million. These figures were 41.4% and 18.1%
higher y-o-y, respectively. The increase in
revenue was mainly due to the 77.9% higher
income from Islamic banking operations (via
Personal Financing) and the 18.5% higher net
interest income from conventional business.

The higher y-o-y gross income from Personal
Financing was partially reduced by higher
collective assessment impairment (due to
increasing business volume) and lower other fee
based income (due to promotional transfer
packages).
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The higher y-o-y gross income from Mortgage
Loans/Financing was partially reduced by
higher collective assessment impairment
allowances (due to increasing loans and
financing base). Meanwhile, the higher y-o-y
gross income from Corporate
Loans/Financing was mainly due to higher
disbursements. The individual assessment
impairment allowances were lower y-o-y.

The group only started disbursements for its new
Auto Finance product offering in its 1Q/FY12.
As such, its contribution (<1%) to the group’s
total loan/financing portfolio is still
insignificant.
.
The group’s 2Q/FY12 revenue and NPAT was
higher by 17.3% and 17.9% respectively versus
the preceding 1Q/FY12. The increase in profit
was mainly due to higher income from Islamic
operations and higher net interest income from
conventional business. These were partially
offset by higher allowance for impairment losses
on “loans, advances and financing”, higher
“other operating expenses” and lower “other
operating income”.

OUTLOOK/CORP. UPDATES

“Domestic demand still alright”

In spite of the Eurozone crisis and the cautious
sentiment globally, the Malaysian economy is
still growing at a reasonable pace during the
year and we expect MBSB’s performance to be
positive, as well.

Looking at local economic data – Malaysia had
reported a reasonable Inflation figure (CPI) of
+1.4% (July 2012) and Unemployment figure of
3.0% (June 2012). Bank Negara Malaysia
(BNM) had still maintained its Overnight Policy
Rate (OPR) at an accommodative 3.0%.

Meanwhile, Malaysia recorded a solid 2Q/2012
GDP growth of 5.4%, amidst weak economic
growth in the developed regions (the US,
Eurozone and Japan). Despite of the external
environment, June 2012’s y-o-y figures appear

promising – Exports +5.4%, Imports +3.6%, IPI
+3.7% and Manufacturing Sales +6.3%.

“Strong demand from civil servants”

In tandem with the reasonable level of domestic
GDP growth, we expect that MBSB’s revenues
from financing activities would grow as well. It
is commonplace for consumers to take up loans
or financing, especially for housing, motor
vehicles, credit cards or personal financing.

In particular, MBSB’s management is relishing
strong demand from the public sector (the
number of civil servants in Malaysia is said to
number more than 1.3 million people). MBSB’s
management is optimistic for strong growth for
its personal financing to civil servants, given the
strong demand and its attractive rates (as low as
3.5% for those that qualify).

Back in 2Q/FY11, personal financing had
overtaken mortgage as the main contributor to
its gross loan portfolio. Nevertheless, MBSB
does face specific competitors for this niche
market – with rivals such as Bank Rakyat, BSN,
RCE Capital and AgroBank.

MBSB is able to get payments from its civil-
servant clients in a “fail-safe” way via its direct
salary deduction code with ANGKASA.
ANGKASA (Angkatan Koerasi Kebangsaan
Malaysia or National Co-operative Organisation
of Malaysia) is the apex cooperative overseeing
all types of cooperatives throughout Malaysia.
According to group management, MBSB now
also has access to the “AG Code”.

“Loans Growth outpaces Deposits Growth”

As at 30th June 2012, the group’s net “loans,
advances and financing” stood at RM21.9
billion, a commendable increase of 44% as
compared to RM15.2 billion as at 31st December
2011. The group’s customer deposits stood at
RM17.9 billion as at 30th June 2012, growing by
33% from RM13.5 billion on 31st December
2011. This means that the group’s loans
portfolio is growing faster than its deposit
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base and this would subsequently lead to a
higher L/D (Loans/Deposit) Ratio.

“Q2 – KPIs met”

As a GLC (government linked company),
MBSB maintains a set of Target Headline Key
Performance Indicators (KPIs). These KPIs
have been set and agreed by MBSB’s Board of
Directors and management as part of the broader
KPI framework in place under the GLC
Transformation programme and is disclosed on
a voluntary basis.

The group’s 2Q/FY12 annualized revenue and
net return on equity (ROE) had exceeded the
targeted Headline KPIs. This was mainly due to
higher income from loans especially personal
financing. These were partly offset by higher
operating expenses and higher collective-
assessment impairment allowances.

MBSB: KPIs vs Actual

KPI Actual
FY11

Actual
2Q/

FY12

FY12
KPI

Targets
Group Net
ROE

43.1% 29.0%* 15%

Group Rev
growth

64.9% 29.7%* 25%

Source: MBSB
* annualized figures

“Expansion of product offerings”

The continued strong earnings were attributed to
the group’s continuous efforts to increase its
loans in the consumer segment. The group have
launched several new financial products during
1H/FY12. Currently, the group’s new Auto
Finance product is being offered to clients in
just the Klang Valley. The group’s credit card
offering is still in the midst of being worked out
prior to implementation.

Besides interest income, the group is also
focusing on deriving more fee-based income
(e.g. EPF kiosk, E-Pay services, Western
Union). New products and services to be offered
will be supplemented by the group’s continuous
efforts to further improve its customer service

level. The group also plans to open another 10
or so more SSC (sales and service centre) in
order to serve customers better.

“New system”

In the push for greater operational efficiency to
better service its customers, the group is also in
the midst of implementing a new Core Banking
System, a system which is already used by other
financial institutions. The first of two phases is
expected to be ready by end of September 2012.
The new CBS is expected to substantially
transform the group’s ability to do business,
including bringing its Cost-to-Income ratio
down significantly.

“Disposal to Ken”

In July 2012, MBSB had entered into a
conditional Share Sale Agreement (“SSA”) with
Ken Holdings Bhd in relation to the Proposed
Disposal of 3,970,635 shares of RM1 each in
Gadini S/B, a wholly-owned subsidiary of
MBSB, to Ken Holdings for a total cash
consideration of around RM56.2 million. Gadini
holds 4 few parcels of land in Johor Bharu.

The disposal is in line with the group’s objective
to dispose of non-income generating assets,
foreclosed properties and properties acquired
previously. The group is expected to enjoy a
gain on disposal level of approximately RM6.75
million.

“Disposal to WCT”

On 23rd August 2012, MBSB had entered into a
Sale and Purchase Agreement (“S&P”) with
WCT Hartanah Jaya S/B (a wholly owned
subsidiary of WCT Bhd), for the Proposed
Disposal of a piece of property for a purchase
consideration of RM180.0 million.

The property (in Tebrau, Johor Bahru) is
described as a plot of commercial land
together with an abandoned shop mall
comprising a 4-level retail podium block and 2
levels of car park. Taking into account the
property’s net book value, MBSB is expected to
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book about RM41.25 in gains (net of 25%
corporate tax).

“As-Sidq platform”

In June 2012, MBSB had signed a 4-year
licensing agreement with Sedania Corp S/B's
unit IDOTTV, to use the latter's As-Sidq
platform to promote its Personal Financing-i
scheme. IDOTTV is the developer of the Islamic
Banking Tawarruq Trading System As-Sidq, a
system which uses telecommunication airtime as
the commodity.

VALUATION/CONCLUSION

MBSB’s final FY11 cash dividend of 7 sen less
tax was paid back in April 2012. The final
dividend paid amounted to RM64.6 million.
Earlier on in September 2011, MBSB’s had paid
out a FY11 interim cash dividend of 5 sen less
tax amounting to RM45.6 million.

“Interim dividend declared for FY12”

The group’s Board of Directors (BOD) has
declared an interim 6 sen (less tax) gross
dividend per share (DPS) for its FY12 ending
31st December 2012. This dividend will go ex on
19th September 2012 and will be duly paid out
on 5th October 2012. The total dividend is
estimated to amount to around RM55.4 million.
For FY12 and FY13, we have assumed a higher
DPS than FY11.

“Outperformed KLCI”

MBSB (+22.3% YTD) had managed to
outperform the KLCI (+7.5%) this year. Market
conditions have been volatile during the past
year, impacted by the “Arab Spring” uprisings,
major Tohoku natural disaster in Japan,
“sovereign debt” issue in Europe and the “debt
ceiling” issue in the US.

“Maintain Buy Call”

Based on our forecast of MBSB’s FY13
BV/Share and an estimated P/BV of 2.2 times,

we set a FY13-end Target Price (TP) of
RM2.68. This TP offers investors a 16.5%
upside from MBSB’s market price on the date of
this report. Our TP for MBSB reflects a P/E of
approximately 6.4 times over its FY13F EPS.

“Earnings growth rate to moderate”

MBSB’s net earnings have more than doubled-
up during its FY10 and FY11, and we foresee
that its earnings growth rate (in percentage
terms) would start tapering-off from its peak.
The group’s FY12E P/E and P/BV are at
reasonable levels, while its ROE and dividend
yield is quite attractive.

“Need for further fund raising?”

The group has been in a net cash position
(excluding customer deposits as borrowings)
from its FY09 till FY11. However, this could
change in its FY12 due to the huge increase in
disbursement for its loans and financing.

During the 6-month period of its 1H/FY12, the
group recorded an increase in “loans, advances
and financing” of RM6886.2 million while its
increase in “deposits from customers” only
amounted to RM4410.4 million (a “shortfall” of
RM2475.8 million).

As at 30th June 2012, the group’s cash and short
term funds only amounted to RM248.2 million.
This basically raises the issue of how MBSB is
going to continually raise enough cash to
disburse out billions in loans (given that loans
growth outpaces deposits growth).

During FY11, MBSB had conducted fund
raising such as a rights issue amounting to
RM500 million, a RM500 million Bai-Inah
Islamic financing facility from EPF, and the
securitization of RM800 million of PF-i assets
with Cagamas Bhd. As at 1Q/FY12, MBSB’s
Loans/Deposit Ratio was 116.3% while its
Loans/Funding Ratio was 100.7%
(funding=Deposits + Securitisation). For regular
domestic banks regulated by BNM, the
Loans/Deposit Ratio is typically nearer the 70-
80% range.
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“Improved Net Impaired Loans ratio”

We expect the group to continue recording an
improvement in its total net impaired loans
ratio. The group is said to target a figure of
5.5%-6.5% for its FY12. This is principally due
to the restructuring of major corporate legacy
accounts achieved during the year and an
expansion of financing and loan bases.

The group’s previously “high” loan impairment
ratio was due to legacy accounts. Besides, most
of the impaired property loans are backed by
collateral. Group management is still actively
dealing in restructuring and recovering a few
major legacy corporate accounts.

MBSB’s business also faces possible routine
risk factors such as a slower rate of economic
growth, weaker financing demand, rising loan
impairments, rising cost of funds, new
regulations, weak NIMs (net interest margins),
high L/D ratio and stiff competition from other
existing banks/financial institutions. In addition,
MBSB also faces routine challenges in
improving its internal IT infrastructure, market
share, skills of marketing staffs, facilities,
deposit taking, customer service, branding /
recognition and branch networking.

MBSB: Share Price

Source: NextView
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