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Highlights (603) 2147 1981
e ROE targets for 2026 remain intact despite recent headwinds.

e Fair Value on Comprehensive Income (FVOCI) and Fair Value to Profit & : ;
Loss (FVTPL) impact on higher bond yields on CET1 and trading income BUY (Maintained)

remains manageable due to hedging offsets and strong client franchise fees. _Sl_haret lF;ri.ce Em;;g
arget Price .
e Maintain BUY with a lower target price of RM8.80 (1.25x 2027F P/B, 11.5% Upgide 23.1%
ROE) from RM9.30 after earnings adjustment on lower NIM. The stock offers  pravious TP RMQ 30
a lush dividend yield of 6.7%/7.0% for 2026/27. ’
Stock Data
Analysis Sector Financials
o Minimal impact on capital from rising bond yields. Management Bloombergticker CIMB MK
indicated that the impact of rising bond yields in 3Q26 on the group’s CET1  Sharesissued (m) 10,810.0
capital ratio through its FVOCI portfolio remains manageable, supported by  Market cap (RMm) 71,2915
effective hedging strategies. Market cap (US$m) 18,943.9
e Trading income remains resilient despite bond headwinds. Similarly,  3-mthavg daily t'over (US$m) 23.0

trading income in 3Q26 has also remained relatively resilient compared with
2Q26, although we expect some sequential normalisation given the higher ~ Price Performance (%)

base in 2Q26, which included RM100m in a one-off non-interestincome item. 55, yeek highilow RM8.95/RM7.10
Excluding this contribution, underlying non-interest income appears stable to
modestly stronger in 3Q26. To recap, 2Q26 non-interest income posted a 4%
goq growth, coming off an already robust 1Q26 non-interest income base.
M.anagement _indica.ted that the group had been ablg to cap!talisg on Major Shareholders (%)
widening credit and interest rate spreads to hedge effectively against rising

Imth 3mth 6mth 1yr YTD
(6.5) (7.7) (5.8) (2.7) (11.7)

bond vyields. In addition, client-franchise-driven non-interest income, Khazanah Nasional Bhd 215
particularly from treasury sales and wealth management, continues to exhibit ~ EPF 18.4
strong growth momentum helping to cushion negative impact from rising
bond yields. Balance Sheet Metrics
FY26F NAV/Share (RM) 6.78
FY26F CAR Tier -1 (%) 15.2
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Key Financials % — *
Year to 31 Dec (RM m) 2024 2025 2026F 2027F 2028F :Z
Net interest income 11,367 11,319 11,340 11,895 12,683 Qet25 Dec25 Feb2s Apr26 Jun26 Aug26 Oct26
Non-Interest Income 6,197 6,245 6,533 6,855 7,155
Net profit (rep./act.) 7,728 7,860 7,961 8,559 9,227 Source: Bloomberg
Net profit (adj.) 7,728 7,860 7,961 8,559 9,227
EPS (sen) 718 73.0 73.9 79.5 86.2 Company Description
PE () 100 98 o 90 83 CIMB Group is Malaysia's largest investment bank and
PIB (x) 11 11 11 10 10 second-largest consumer bank and one of Southeast Asia’s
Dividend yield (%) 6.6 6.6 6.5 7.0 7.6 leading universal banking groups.
Net int margin (%) 2.29 2.24 217 2.13 211
Cost/income Ratio (%) 46.7 472 47.3 46.4 455
Loan loss cover (%) 105.3 103.2 125.8 143.6 158.3
Consensus net profit - - 7,932 8,483 9,002
UOBKH/Consensus (x) - - 1.00 1.00 1.02

Source: CIMB Group, UOB Kay Hian



UOB Kay Hian Company Update
Malaysia
Wednesday, 21 October 2026

¢ NIM outlook: Experiencing some pressure from higher funding cost. Key Assumptions

Margin pressures could intensify, particularly at CIMB Niaga, where ", 2026F  2027F  2028F
management expects two further rate hikes in Indonesia. As deposits o Growh 13 48 48
typically reprice faster than loans, higher funding costs could weigh on  cregit cost (bp) 300 300 300
Niaga’s NIM. To mitigate the impact, management is looking to accelerate ROE 11 115 1.8

loan repricing and optimise its deposit mix to cushion the expected rate hikes.  source: UOB Kay Hian

e In Malaysia, management highlighted intensifying competition for retail
deposits. Nevertheless, retail deposits remain a relatively cheaper source of ~ CIMB Group NIM Trend
funding than wholesale deposits, providing scope to partially offset the )

upward pressure on funding costs by replacing higher-cost wholesale =
funding with cheaper retail deposits. o
e Meanwhile, we have revised our group NIM compression assumption to 7bp 215
from 5bp previously, reflecting higher funding cost pressures amid 240
intensifying deposit competition. -
o Re-evaluating options for CIMB Niaga. Given CIMB Niaga’s current e
depressed market valuations, a public equity fundraising or secondary o

offering is increasingly unlikely. Instead, capturing value over a longer
investment horizon remains the priority. CIMB Group is evaluating potential
structures to privatise CIMB Niaga, as management remains optimistic about  cjMB Group GIL Ratio Trend
Indonesia and CIMB Niaga’s longer-term growth prospects. Multiple
structural avenues are being explored to execute the privatisation without .}

requiring CIMB to deploy substantial new cash capital and as such allows
CIMB to return excess capital to shareholders. This includes mechanisms to m]
roll over or maintain select long-term minority institutional shareholders within |
the private entity, subject to ongoing regulatory discussions and clearances. = |
e 2026 guidance retained despite recent headwinds: a) ROE: 11.0-11.5%, m{
120

Source: CIMB Group, UOB Kay Hian

b) asset growth: 5-7%, c) net credit cost: 25-35bp, d) NIM: -10bp, and ) cost
to income ratio: less than 47%. e L R B .
Source: CIMB Group, UOB Kay Hian

Valuation/Recommendation Environmental, Social, Governance
s . . (ESG) Updates
e Maintain BUY with a lower target price of RM8.80 (1.25x 2027F P/B,
11.5% ROE) from RM9.30 after earnings revision. The stock offers a lush ~ |[Environmental : :
dividend yield of 6.6%-7.0% for 2026/26. Valuations also remain inexpensive |’ SGJ;Z?nL‘ﬁQf?r?amr:;mbinébzg provide RM30b in
at P/BV (1.05x vs 11.7% ROE). Long-term capital management optionality | zero new coal financing. Transition all stakeholders

remains intact. CIMB retains a strong capital management runway, to zero carbon emission by 2050.
underpinned by the potential upstreaming of excess capital from CIMB Thai  |Social N
and, potentially, CIMB Niaga, alongside further value-unlocking opportunities | Board and upper management gender diversity.

Maintained 30% female directors on the Board.

- Enhanced financial inclusion to B40. Provide
greater financial inclusion for vulnerable communities
(affordable housing financing) and welfare assistance

from the potential monetisation of its stake in Touch 'n Go.

Earnings Revision/Risk to vulnerable communities, especially the B40
consumers.
e Factoring in lower NIM, we tweak our 2026-28 earnings forecasts by 5%-4%. Governance
¢ Risks. Key downside risks include a sharper-than-expected depreciation of |- Non-independent board of directors composition.
the rupiah, which could weigh on revenue translation from CIMB Niaga; Composition of Independent Non-Executive Directors

(INED) — 60%.
Source: Maybank, UOB Kay Hian

weaker-than-expected asset quality trends; and heightened deposit
competition, which may exert further pressure on NIM.

Share Price Catalyst

e Stronger-than-expected non-interest income.
e Higher-than-expected dividend payout.
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Profit & Loss

Balance Sheet

Year to 31 Dec (RMm) 2025 2026F 2027F 2028F Year to 31 Dec (RMm) 2025 2026F 2027F 2028F
Interest income 25,145 26,269 217,822 29,533 Cash with central bank 8,217 16,567 17,395 18,265
Interest expense (13,826) (14,929) (15,927) (16,850) Govt treasury bills & securities 16,557 16,888 17,226 17,570
Net interest income 11,319 11,340 11,895 12,683 Interbank loans 4,658 5,081 5,544 6,048
Fees & commissions 2,380 2,666 2,986 3,284 Customer loans 444,920 463,883 486,059 509,344
Net Trading Income 92 94 96 98 Investment securities 214,202 239,621 267,949 299,519
Other income 3,773 3,773 3,773 3,773 Derivative receivables 15,266 17,097 19,149 21,447
Income from islamic banking 4,959 5,256 5,572 5,906 Associates & JVs 2,381 2,500 2,625 2,756
Total income 22,523 23,129 24,321 25,744 Fixed assets (incl. prop.) 2,567 2,454 2,339 2,221
Staff costs (6,344) (6,849) (7,397) (7,991) Other assets 69,956 76,561 83,937 92,181
Other operating expense (4,283) (4,097) (3,877) (3,734) Total assets 778,724 840,653 902,223 969,352
Pre-provision profit 11,896 12,183 13,047 14,019 Interbank deposits 49,908 53,232 56,789 60,596
Loan loss provision (1,382) (1,420) (1,491) (1,566) Customer deposits 510,047 530,449 551,667 573,734
Other provisions 128 (149) (140) (140) Derivative payables 58,457 60,953 63,555 66,271
Associated companies 94 74 75 75 Debt equivalents 29,410 29,410 29,410 29,410
Other non-operating income (56) 0 0 0 Other liabilities 58,994 92,073 122,914 157,845
Pre-tax profit 10,680 10,688 11,491 12,389 Total liabilities 706,817 766,117 824,336 887,855
Tax (2,652) (2,565) (2,758) (2,973) Shareholders' funds 70,561 73,028 76,203 79,625
Minorities (169) (162) (175) (188) Minority interest - accumulated 1,347 1,509 1,684 1,872
Net profit 7,860 7,961 8,559 9,227 Total equity & liabilities 778,724 840,653 902,223 969,352
Net profit (adj.) 7,860 7,961 8,559 9,227
Cash Flow Key Metric
Year to 31 Dec (RMm) 2025 2026F 2027F 2028F Year to 31 Dec (%) 2025 2026F 2027F 2028F
Capital Adequacy Growth
Tier-1 CAR 14.3 15.3 14.9 145 Net Interest Income, yoy Chg (0.4) 0.2 49 6.6
Total CAR 18.0 20.0 19.3 18.7 Fees & Commissions, yoy Chg 13 12.0 12.0 10.0
Total assets/equity (x) 11.0 115 11.8 12.2 Pre-Provision Profit, yoy Chg 0.1 24 7.1 75
Tangible assets/tangible 12.3 12.8 13.1 13.4 Net Profit, yoy Chg 17 1.3 75 7.8
Zzn;goguﬁﬁ;y ) Customer Loans, yoy Chg 0.6 43 4.8 48
NPL Ratio 17 16 15 15 Customer Deposits, yoy Chg 2.8 4.0 4.0 4.0
Loan Loss Coverage 103.2 125.8 143.6 158.3 Profitability
Loan Loss Reserve/Gross Loans 18 2.0 2.2 2.4 Net Interest Margin 224 247 213 241
Increase in NPLs (187) (35) 15 37 Cost/Income Ratio 47.2 47.3 46.4 455
Credit Cost (bp) 311 30,0 30,0 00  AdustedROA L0 L0 L0 L0
Liuidity Reported ROE 11.2 1.1 115 11.8
Loan/Deposit Ratio 87.2 87.5 88.1 gog  /ustedROE — t — 18
Liquid Assets/Short-Term 52 6.6 6.6 gg  /aluation
Liabilities PIBV (x) 11 11 1.0 1.0
Liquid Assets/Total Assets 3.8 4.6 45 4.3 PINTA (x) 12 1.2 11 11
Adjusted P/E (x) 9.8 9.7 9.0 8.3
Dividend Yield 6.6 6.5 7.0 7.6
Payout ratio 64.5 63.4 63.4 63.0
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IMPORTANT NOTICE - DISCLOSURES AND DISCLAIMERS

This report is provided subject to various disclosures and disclaimers (the "Disclosures / Disclaimers") which form an integral part of this report and are
available at this link or by scanning the QR code below:

The Disclosures / Disclaimers contain important information, including without limitation, (&) exclusions of liability, (b) confidentiality obligations, (c) restrictions
on publication, circulation, reproduction, distribution and use of the report, (d) potential conflicts of interest, and (e) disclosures and requirements specific to
recipients in the United States and other applicable jurisdictions.

Specifically, this report is intended for general circulation and informational purposes only and does not take into account the specific investment objectives,
financial situation, or particular needs of any individual person. It is not intended to constitute personal investment advice or a recommendation to buy or sell
any investment product or security. You should independently evaluate the information and, where necessary, seek advice from a qualified financial adviser
regarding the suitability of any investment, taking into account your specific objectives, financial situation and needs, before making any investment decision.
Analyst certifications required under applicable regulations, including SEC Regulation AC (where relevant), are included in this report.

Recipients of this report must carefully read, review and understand the full Disclosures / Disclaimers before using or relying on any information in this report.
By accessing, receiving or using this report, you acknowledge and confirm that you have read, understood, accepted and agreed to be bound by the
Disclosures / Disclaimers (as may be amended or updated from time to time) in full."


https://research-api.uobkayhian.com/assets/disclaimer/8a3aec37-2b3e-4e00-ba71-b628cc8deb76

