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BUY (Maintain) 

Target Price: RM2.15 

Previously: RM2.25 

Current Price:  RM1.70 

 
Capital upside   26.5%  
Div idend y ield 3.2%  

Expected total return  29.7%  

 

Sector coverage: Banking 

Company description: Affin is the seventh largest 

banking group by assets in Malaysia. It offers 

universal banking serv ices.  

 
Share price  

 

Historical return (% ) 1M 3M 12M 
Absolute  -0.6 1.8 9.0 
Relative 3.8 6.4 -1.4 

 
Stock information  
Bloomberg ticker ABANK MK 
Bursa code 5185 
Issued shares (m) 2,124 
Market capitalisation (RM m) 3,802 
3-mth average volume (‘000) 309 
SC Shariah compliant  No 
F4GBM Index member No 
ESG rating NA 

 
Major shareholders   
LTAT 35.3%  
Bank of East Asia 23.7%  
Boustead Holdings 19.4%  

 

Earnings summary  

FYE (Dec) FY20 FY21f FY22f 
PATMI – core  289.9 373.5 444.2 
EPS – core (sen) 14.4 18.5 22.0 
P/E (x) 11.8 9.2 7.7 

 

 

A slow start 

Affin’s 1Q21 bottom-line returned to the black sequentially, thanks to lower bad 

loans provision. Also, loans growth improved, NIM widened QoQ, and GIL ratio 

trended down. However, results fell short of expectations & thus, we cut FY21-

23 earnings by 6-7%. Despite the profit miss, Affin’s risk-reward profile remains 

favourable, in our view; we still believe there is a strong likelihood of value un-

locking move for AHAM in the short-term, potential divesti ture of its insurance 

units, followed by possibility of special dividends. Retain BUY but with a lower 

GGM-TP of RM2.15 (from RM2.25), based on 0.43x FY22 P/B. 

 

Below estimates. Excluding 4Q20’s modification gains, Affin posted 1Q21 net profit  

of RM69m (vs 4Q20: -RM10m, -44% YoY). This fell short of expectations, making up 

only 17% of both our & consensus full-year forecasts. Key variance came from higher-

than-expected provision for bad loans and effective minority interest charge rate.  

 

Dividend. None declared as Affin only divvy in 4Q. 

 

QoQ. The 64% drop in impaired loan allowances led bottom -line to return to the black. 

However, negative Jaws were present due to a steeper 13% decline in total income vs 

opex of -4%; this came on the back of a 10% decrease in non-interest income (NOII) 

as fees and investment-related income fell 10% and 12% respectively. That said, net  

interest margin (NIM) widened 3bp sequentially to 1.9%. 

 

YoY. Earnings dipped 44%, no thanks to negative Jaws given a 15% shrinkage in top-

line while opex nudged up 3%; the primary culprit was NOII, which fallen 36% due to a 

sharp 81% slide down in investment-related income. However, the 20% decline in bad 

loans provision, helped to cushion the drag on net profit. 

 

Other key trends. Both loans and deposits growth improved to +3.3% (4Q20: +0.7%) 

and -0.6% YoY (4Q20: -2.4%) respectively; loan-to-deposits ratio stayed flat at 93%. 

As for asset quality, gross impaired loans (GIL) ratio trended downwards sequentially  

to 3.41% (-11bp QoQ). 

 

Outlook. We expect NIM to remain stable premised on no OPR reduction (since it is 

already at an all -time low) and benign deposit competition in 2021. Also, loans growth 

is anticipated to continue gradually recovering. Separately, GIL ratio is likely to creep 

upwards but we are not overly worried as Affin has already made heavy pre-emptive 

provisioning in FY20 and in our view, credit risk has been adequately priced in by the 

market, looking at the high NCC assumption applied for FY21 by both us & consensus 

(above the normalized run-rate but below FY20’s level). Furthermore, we believe the 

Government and BNM will remain supportive in helping troubled borrowers, limiting a 

significant deterioration in GIL ratio. 

 

Forecast. Since 1Q21 results were below estimates, we cut FY21-23 earnings by 6-

7% to factor in higher provision for bad loans & effective minority interest charge rate. 

 

Keep BUY but with a lower GGM-TP of RM2.15 (from RM2.25), following our profit  

cut. The TP is based on 0.43x FY22 P/B with assumptions of 4.4% ROE (from 4.8%),  

6.3% COE, and 3.0% LTG. This is in line to its 5 -year average of 0.46x but below the 

sector’s 0.89x; the discount is fair given its weak ROE output, which is 4ppt beneath 

industry mean. Despite the profit miss, Affin’s risk-reward profile remains favourable,  

in our view. We still believe there is a strong likelihood of value unlocking  exercise for 

Affin Hwang Asset Management (AHAM) in the short -term, potential divestiture of its 

insurance units, followed by possibility of special dividends. Also, current price point is 

attractive (0.35x P/B at -1.0SD). 
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Financial Forecast
All items in (RM m) unless otherwise stated

Balance Sheet Income Statement

FYE Dec FY19 FY20 FY21f FY22f FY23f FYE Dec FY19 FY20 FY21f FY22f FY23f

Cash & ST funds 4,605.4      5,511.4      3,641.1      3,441.7      3,251.7      Net interest income 743.1         772.1         785.2         813.3         846.1         

Invest. securities 13,304.0    13,875.4    14,569.1    15,297.6    16,062.5    Islamic operations 410.7         481.2         502.2         505.7         522.9         

Net loans 45,387.9    45,492.9    46,850.6    48,231.6    49,663.4    Non-interest income 778.0         1,090.0      1,027.7      1,075.9      1,127.5      

Intangible assets 914.7         903.8         869.8         835.8         801.5         Total income 1,931.8      2,343.3      2,315.2      2,394.8      2,496.4      

Other assets 4,129.3      3,753.1      5,462.0      5,528.3      5,594.6      Overhead expenses (1,223.9)    (1,351.0)    (1,417.5)    (1,458.4)    (1,514.0)    

Assets 68,341.3    69,536.5    71,392.7    73,334.9    75,373.7    Loan loss provision (49.9)         (543.1)       (351.6)       (283.4)       (236.6)       

Others 24.5           (55.1)         20.0           20.0           20.0           

Cust. & bank deposits 52,853.7    53,606.9    55,103.5    56,645.0    58,232.7    Pre-tax profit 682.5         394.2         566.0         673.0         765.9         

Debt securities 3,640.0      3,462.5      3,462.5      3,462.5      3,462.5      Taxation (166.4)       (121.3)       (135.8)       (161.5)       (183.8)       

Other liabilities 2,451.0      2,830.1      2,830.1      2,830.1      2,830.1      Minority interest (28.3)         (42.5)         (56.6)         (67.3)         (76.6)         

Liabilities 58,944.7    59,899.4    61,396.0    62,937.5    64,525.3    Net profit 487.8         230.3         373.5         444.2         505.5         

Exceptionals -            59.6           -            -            -            

Shareholder's equity 9,337.2      9,566.5      9,869.5      10,202.9    10,577.4    Core net profit 487.8         289.9         373.5         444.2         505.5         

Minority interest 59.4           70.6           127.2         194.5         271.1         

Equity 9,396.6      9,637.1      9,996.7      10,397.4    10,848.4    HLIB/ Consensus 93% 100% 103%

Financial Ratios Valuation Ratios

FYE Dec FY19 FY20 FY21f FY22f FY23f FYE Dec FY19 FY20 FY21f FY22f FY23f

Operational (%) Core EPS (sen) 24.2           14.4           18.5           22.0           25.1           

Avg. lending yield 4.99           4.30           4.30           4.36           4.39           P/E (x) 7.0             11.8           9.2             7.7             6.8             

Avg. cost of funds 3.76           2.82           2.77           2.79           2.81           BVPS (RM) 4.63           4.75           4.90           5.06           5.25           

Net interest margin 1.57           1.81           1.83           1.85           1.87           P/B (x) 0.37           0.36           0.35           0.34           0.32           

Cost/ income 63.4           57.7           61.2           60.9           60.6           DPS (sen) 7.0             3.5             5.5             6.5             7.5             

Dividend yield (% ) 4.1             2.1             3.2             3.8             4.4             

Profitability (%) Payout ratio (% ) 28.9           24.3           29.7           29.5           29.9           

ROE 5.42           3.07           3.84           4.43           4.87           

ROA 0.68           0.42           0.53           0.61           0.68           Growth

FYE Dec FY19 FY20 FY21f FY22f FY23f

Liquidity (%) Income statement (%)

Loan/ deposit 90.0           92.8           92.8           92.8           92.8           Net interest income (12.1)         3.9             1.7             3.6             4.0             

Total income 0.6             21.3           (1.2)           3.4             4.2             

Asset quality (%) Pre-tax profit 0.5             (42.2)         43.6           18.9           13.8           

Gross impaired loans 3.00           3.52           3.59           3.46           3.41           Net profit (3.0)           (52.8)         62.2           18.9           13.8           

Loan loss coverage 41.6           47.9           47.3           50.5           52.3           Core net profit (3.0)           (40.6)         28.8           18.9           13.8           

Net credit cost (bp) 10.5           117.8         74.9           58.6           47.5           

Balance sheet (%)

Capital adequacy (%) Gross loans (6.1)           0.7             3.0             3.0             3.0             

CET 1 capital 14.5           14.5           14.7           14.8           14.9           Customer deposits (10.9)         (2.4)           3.0             3.0             3.0             

Tier 1 16.3           16.3           16.4           16.5           16.5           

Total capital 23.3           22.3           22.4           22.6           22.6           
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Figure #1 Quarterly results comparison 

FYE Dec (RM m) 1QFY20 4QFY20 1QFY21 QoQ (%) YoY (%) 

Net interest income 173.4 248.6 192.6 -22.5% 11.1% 

Islamic banking 119.7 131.1 128.9 -1.7% 7.7% 

Non-interest income 337.3 239.8 216.1 -9.9% -35.9% 

Total income 630.4 619.5 537.6 -13.2% -14.7% 

Operating expenses -332.0 -353.8 -340.5 -3.8% 2.5% 

Pre-provision profit 298.3 265.7 197.2 -25.8% -33.9% 

Loan loss prov isions -117.1 -259.9 -93.8 -63.9% -19.9% 

Operating profit 181.2 5.9 103.4 n.m. -43.0% 

Others -4.7 18.3 6.0 -67.5% n.m. 

Pre-tax profit 176.5 24.2 109.3 n.m. -38.1% 

Tax & minority  interest -52.9 -33.5 -40.4 20.4% -23.7% 

Net Profit 123.6 -9.4 68.9 n.m. -44.2% 

Core Profit 123.6 -10.3 68.9 n.m. -44.2% 

      

EPS (sen) 6.2 -0.5 3.3 n.m. -46.7% 

DPS (sen) 0.0 3.5 0.0 n.m. n.m. 

Book value/share (RM) 4.62 4.75 4.45 -6.3% -3.8% 

Bursa, HLIB Research  

 QoQ net interest income fell due to the absence of one-off recoveries seen in 4Q20. 

 The QoQ & YoY drop in NOII was no thanks to weak investment-related income. QoQ was also dragged by lower fees. 

 Opex fell QoQ due to broad base decline across all categories (save for personnel cost) while YoY rise on higher personnel expenses. 

 The still elevated impaired loan allowances in 1Q21 were due to Covid-19 overlays. 

 

Figure #2 Financial ratios 

FYE Dec (%)  2QFY19 3QFY19 4QFY19 1QFY20 2QFY20 3QFY20 4QFY20 1QFY21 

Net interest margin 1.45 1.40 1.60 1.58 1.44 1.70 1.87 1.90 

Cost / income ratio 62.4 66.9 59.9 52.7 64.6 68.5 57.1 63.3 

Return on equity  7.0 3.2 5.3 5.3 5.5 2.1 -0.4 2.9 

Loans growth, yoy  -0.4 -5.3 -6.1 -6.2 -5.4 -1.5 0.7 3.3 

Deposits growth, yoy  12.3 1.8 -10.9 -11.3 -18.5 -13.0 -2.4 -0.6 

Loan / deposit ratio 80.4 81.9 90.0 89.3 93.2 92.8 92.8 92.8 

Gross impaired loans ratio 3.49 3.42 3.00 3.11 3.06 2.86 3.52 3.41 

Loan loss coverage 33.3 35.5 41.6 46.3 50.9 61.3 47.9 51.2 

Net credit cost (bp) -21.6 36.0 36.4 100.9 47.0 98.5 227.6 81.5 

CET1 ratio 12.7 13.7 14.5 14.3 14.7 15.0 14.5 13.8 

Bursa, HLIB Research  

 NIM improved QoQ on better deposit mix and repricing. Management is guiding FY21 NIM of +25bp (maintained; 1Q21: +32bp / FY20: +17bp). 

 Loans growth picked up pace to 3.3%  YoY in 1Q21. Affin is looking at 6%  expansion in FY21 (FY20: +0.7%  YoY). 

 Although 1Q21 deposits experienced a slight dip of -0.6%  YoY, management expects an improvement of 6%  in FY21 (FY20: -2.4%  YoY). 

 GIL ratio improved 11bp QoQ to 3.41% . FY21 gross credit cost is seen to come in at 43bp (maintained; 1Q21: 82bp / FY20: 114bp). 

 1Q21 cost-to-income ratio was at 63.3%  and Affin expects it to be at <60%  in FY21 (FY20: 59.7% ). 

 Posted annualized ROE of 2.9%  in 1Q21 and Affin is targeting it to reach 6%  in FY21 (FY20: 2.4% ). 
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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, are 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 liabili ty  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 securities 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 indiv idual circ umstances or otherwise represents a personal 
recommendation 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 employees may, from time to time, own, have positions 
or be materially  interested in any securities mentioned herein or any securities related thereto, and may further act as mark et maker or have assumed underwriting 
commitment or deal with such securities and prov ide advisory, investment or other serv ices for or do business with any companies or entities mentioned in this report. In 
rev iewing 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 s tric tly  confidential basis solely  for your information and is made strictly  on the basis th at it will remain confidential. All 
materials presented in this report, unless specifically  indicated otherwise, are under copyrigh t to Hong Leong Investment Bank Berhad. This research report and its contents 
may not be reproduced, s tored in a retrieval system, redis tributed, transmitted or passed on, directly  or indirectly , to any person or published in whole or in part, or altered in 
any way, for any purpose. 

This report may prov ide the addresses of, or contain hyperlinks to websites. Hong Leong Investment Bank Berhad takes no responsibili ty  for the content contained therein.  
Such addresses or hyperlinks (including addresses or hyperlinks to Hong Leong Investment Bank Berhad own website material) are prov ided 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 l ink through the report or Hong Leong 
Investment Bank Berhad website shall be at your own risk. 
 
1. As of 27 May 2021, Hong Leong Investment Bank Berhad has proprietary interest in the following securities covered in this report:  
(a) -.  
 
2. As of 27 May 2021, the analyst(s) whose name(s) appears on the front page, who prepared this report, has interest in the following securities covered in this report: 
(a) -. 
 

Published & printed by:  
Hong Leong Investment Bank Berhad (10209-W) 
Level 28, Menara Hong Leong, 
No. 6, Jalan Damanlela,  
Bukit Damansara,  
50490 Kuala Lumpur 
Tel: (603) 2083 1800  
Fax: (603) 2083 1766 

 

Stock rating guide  

BUY Expected absolute return of +10%  or more over the next 12 months.  

HOLD Expected absolute return of -10%  to +10%  over the next 12 months.  

SELL Expected absolute return of -10%  or less over the next 12 months.  

UNDER REVIEW Rating on the stock is temporarily  under rev iew which may or may not result in a change from the prev ious rating.  

NOT RATED  Stock is not or no longer within regular coverage.  

  

Sector rating guide   

OVERWEIGHT  Sector expected to outperform the market over the next 12 months.   

NEUTRAL Sector expected to perform in-line with the market over the next 12 months.   

UNDERWEIGHT Sector expected to underperform the market over the next 12 months.   

  

The stock rating guide as stipulated above serves as a guiding principle to stock ratings. However, apart from the abovementioned quantitative definitions, other qualitative 
measures and situational aspects will also be considered when arriv ing at the final stock rating. Stock rating may also be affected by the market capitalisation of the indiv idual 
stock under rev iew.  

 

 

 

 

 


