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1. Executive Summary

Special Feature: Why are we invested in Alliance Bank?

The global outlook is turning more positive. Easing Middle East tensions 
(Israel-Iran ceasefire on 24 June) are lowering oil prices, while the Fed’s 
June projections signal two rate cuts in 2025 amid slower global growth. 

The USD Index is down 9.6% YTD, weighed by rising US debt and fading 
exceptionalism is supportive of emerging markets like Malaysia. Trade 
tensions are easing, with better US-China talks and less appetite for tariffs. 
A more dovish Fed Chair post-Powell (term ends May 2026) could further 
support policy easing.

FBMKLCI rose 1.8% in June as foreign inflows returned. With record-low 
foreign shareholding (19.0%), sentiment may rebound. A possible July OPR 
cut and mild US tariffs on Vietnam bode well for Malaysia.

KLCI’s valuations are undemanding ie. FY25 PER of 13.7x (10Y range 
12.9x to 21.1x), PBR of 1.3x (10Y range 1.2x to 1.9x) and forecast DY of 4.6% 
(10Y range 2.9% to 4.5%) [source: Bloomberg]. We favor domestic plays 
shielded from external risks, keeping more cash amid short-term 
uncertainty and waiting to buy at lower levels.
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2. Feature: Alliance Bank
Exhibit 1: SME’s economic data

Source: Department of Statistics, Malaysia (DOSM)

Exhibit 2: Alliance Bank loan growth vs the banking industry loan growth

3
Source: Astute, Bloomberg
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Alliance Bank is a play 
on SME loan growth. 
SME loans account for 34% of 
Alliance Bank’s total loans 
(Malaysia banks’ average: 17% of 
total loans). The SME is a key 
contributor to Malaysia’s GDP, 
accounting for 39.1% of 
Malaysia’s GDP in 2023. 

Alliance Bank recorded 
above average loan 
growth over the past 3 
years. 
Alliance Bank’s loan has been 
growing at a faster rate 
compared to the banking system 
since CY2023. It is supported by 
its strong SME network. 

We continue to own Alliance Bank in our funds. The reasons for holding the stock are outlined here: 
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Cont’d
Exhibit 3: Banks’ Net Interest Margin (NIM)

Source: Bloomberg 

Its advantage is providing 
headroom to offer lower lending 
rates compared to its peers to 
expand its market share. 

As a SME loan-centric 
bank, ABMB has the 
highest NIM among all 
the banks

Exhibit 4: CET-1 vs Loan growth vs ROE

4
Source: Astute, Bloomberg
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The RM600 mil rights 
issue allows Alliance to 
sustain its loan growth 
momentum
Post-right issue, the CET-1 ratio (a 
key metric of financial strength) 
strengthens from 12.5% to 13.2%. 
This could ensure that Alliance 
can continue to lend at 10% loan 
growth without taking a dividend 
cut. 
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“When conditions are 
right for you to grow, 
you should” – Kellee 
Kam

Potential catalyst from 
restructuring by 
Temasek. 

Cont’d
Exhibit 5: Alliance Bank’s shareholding structure

Source: The Edge

DBS could purchase Vertical 
Theme’s 29% stake in Alliance, 
allowing DBS entry to Malaysia 
(citing The Edge article). DBS 
could add value to areas such as: 
(1) Technological transfer
(2)  Growth in consumer banking
(3) Expansion in non-interest 

income

Exhibit 6: Alliance Bank is featured in TheEdge Weekly

5
Source: The Edge

We like Alliance Bank under Kellee 
Kam, the CEO’s management. In 
TheEdge article (link), Alliance 
Bank is still on the hot spot to 
grow its loan at 10% per annum 
and is confident to achieve 11% 
ROE by FYE March 2027.

Alliance Bank

Vertical Theme
(VT)

Temasek 
Holdings

49%

29%

Langkah 
Bahagia Sdn 

Bhd
51%

Alliance Bank 
(ABMB)

DBS Group

Temasek 
Holdings

28%

29%

DBS Group

28%

Ong Beng Seng (OBS), Richard Ong Tiong Sing, 
and Seow Lun Hoo

100%
5
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https://theedgemalaysia.com/node/741661
https://theedgemalaysia.com/node/741661
https://theedgemalaysia.com/node/741661
https://theedgemalaysia.com/node/753347
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Alliance Bank trailing 
12-month PBR has 
expanded faster 
against the KLFIN Index

Our DGM-based fair 
value suggests a total 
return of 20.3%.

Cont’d
Exhibit 7: Alliance’s trailing 12-month PBR vs KLFIN Index

Source: Bloomberg

Based on the abovementioned 
pointers, we are still optimistic 
that there could be a further re-
rating towards the KLFIN Index.

Exhibit 8: Valuation - Gordon Growth Model (GGM)

6
Source: Astute

The bank is trading at an 
undemanding 0.87x FY25 PBR. 
Our Gordon Growth Model (GGM) 
suggests that the bank’s fair FY26 
PBR is 1x. As such, we expect a 
total return of 20.3%.
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KLCI kept in the red 
due to external 
pressures.

The KLCI has 
rebounded amid broad 
base buying.

Appendices
Exhibit 9: KLCI & Shariah Index

Source: Bloomberg

The KLCI recovered +11% from 
the trough during Trump’s 
liberation day tariffs, which 
sparked a global selloff. Recovery 
has been seen as middle east 
tensions eased.

Exhibit 10: Sector Performances Year-to-Date (2/1/25 – 30/6/25, %)

7
Source: Bloomberg

The healthcare and technology 
sectors were the top losers. 
Trump signaled future tariffs on 
semiconductors despite initial 
exemptions. Rising costs could 
reduce Malaysian tech exports’ 
competitiveness in the U.S., 
negatively impacting the outlook 
for local technology firms.
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This is the same for 
KLCI’s PBR. 

The KLCI’s valuation is 
undervalued below the 
5Y mean. 

Cont’d
Exhibit 11: KLCI’s 12M Forward PER (x)

Source: Bloomberg

The KLCI trades at a 12-month 
forward PER of 13.7x (5Y range 
12.9x to 21.1x, 5Y mean of 14.1x). 

Exhibit 12: KLCI’s 12M Forward PBR (x)

8
Source: Bloomberg

The KLCI trades at a 12-month 
forward PBR of 1.3x (5Y range 
1.2x to 1.9x, 5Y mean 1.4x). 
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Asia ex Japan is still 
trading below 
historical averages. 

The KLCI dividend yield 
is still attractive.

Cont’d
Exhibit 13: KLCI’s 12M Forward DY (%)

Source: Bloomberg

The KLCI trades at a 12-month 
forward forecast DY of 4.6%, 
above its 5Y mean of 4.2%. The 
appealing dividend yield is likely 
to help limit potential losses.

Exhibit 14: MSCI AxJ Index’s 12M Forward PER (x)

9
Source: Bloomberg

The MSCI AC Asia ex Japan index 
trades at a 12-month forward PER 
of 13.3x (5Y range 10.7x to 16.6x, 
mean of 13.3x). Asia ex Japan is 
also seeing recoveries as Trump’s 
tariff paused and US-China tariff 
war de-escalate.
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Outflows were the 
highest in East Asia and 
India. Southeast Asia 
sees outflows as well. 

Cont’d

10

Exhibit 15: Selected ASEAN Markets (Net USD mil)

Source: Bloomberg, data as of 16 June 2025, China's data is as of 31 Dec 2024.

Overseas investors turned net 
sellers of Asian equities except 
China. Investors are still concern 
on Trump’s trade policies might 
hit the Asian economies. 
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Disclaimer
This document is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an 
offer to sell or a solicitation of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that 
each security's price or value may rise or fall. Opinions or recommendations contained herein are in form of technical ratings and fundamental ratings. 
Fundamental ratings include various financial data from the income statement, balance sheet, and cash flow statement items such as sales, profit, all important 
ratios, cash flows, working capital, cash conversion cycle and etc. over the past quarters and years. Technical ratings may differ from fundamental ratings as 
technical valuations apply different methodologies and are purely based on price and volume-related information extracted from the relevant jurisdiction's 
stock exchange in the equity analysis. Accordingly, investors' returns may be less than the original sum invested. Past performance is not indicative of future 
performance. This document is not intended to provide personal investment advice and does not take into account the specific investment objectives, the 
financial situation and the particular needs of persons who may receive or read this document. Investors should therefore seek financial, legal and other advice 
regarding the appropriateness of investing in any securities or the investment strategies discussed or recommended in this document. The information 
contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by Astute Fund Management 
Berhad (“AFMB”) and consequently no representation is made as to the accuracy or completeness of this document by AFMB and it should not be relied upon as 
such. Accordingly, AFMB and its officers, directors, associates, connected parties and/or employees (collectively, "Representatives") shall not be liable for any 
direct, indirect or consequential losses or damages that may arise from the use or reliance of this document. Any information, opinions or recommendations 
contained herein are subject to change at any time, without prior notice. This document may contain forward-looking statements which are often but not always 
identified by the use of words such as " anticipate", "believe", "estimate", intend", "plan", " expect", "forecast", "predict" and "project" and statements that an 
event or result "may", “will", "can", "should", "could " or "might" occur or be achieved and other similar expressions. Such forward-looking statements are 
based on assumptions made and information currently available to us and are subject to certain risks and uncertainties that could cause the actual results to 
differ materially from those expressed in any forward-looking statements. Readers are cautioned not to place undue relevance on these forward looking 
statements. AFMB expressly disclaims any obligation to update or revise any such forward-looking statements to reflect new information, events or 
circumstances after the date of this publication or to reflect the occurrence of unanticipated events. AFMB and its officers, directors and employees, including 
persons involved in the preparation or issuance of this document, may, to the extent permitted by law, from time to time participate or invest in financing 
transactions with the issuer(s) of the securities mentioned in this document, perform services for or solicit business from such issuers, and/or have a position or 
holding, or other material interest or effect transactions, in such securities or options thereon, or other investments related thereto. In addition, it may make 
markets in the securities mentioned in the material presented in this document. One or more directors, officers and/or employees of AFMB may be a director of 
the issuers of the securities mentioned in this document to the extent permitted by law. This document is prepared for the use of AFMB clients, consultants or 
Representatives and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other party in whole or in part in any form or 
manner without the prior express written consent of AFMB. AFMB and its Representatives accepts no liability whatsoever for the actions of third parties in this 
respect. This document is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or located in any locality, 
state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This document is for 
distribution only under such circumstances as may be permitted by applicable law. The securities described herein may not be eligible for sale in all jurisdictions 
or to certain categories of investors. Without prejudice to the foregoing, the reader is to note that additional disclaimers, warnings or qualifications may apply 
based on geographical location of the person or entity receiving this document.

The objective of this feature and other contents in this document is to familiarise AFMB clients with our views and ideas. The statements contained herein are 
not intended as a recommendation to buy or sell any security. Investors should rely on their own evaluation to assess the merits and risks of the investment. If 
investors are unable to make their own evaluations, they are advised to consult their professional advisers. Prices of securities move up and down and may 
result in capital loss. Astute may own the securities mentioned in this document from time to time.

This document has not been reviewed by the Securities Commission Malaysia (“SC”), Federation of Investment Managers Malaysia (“FIMM”) and Employees 
Provident Fund (“EPF”). The SC, FIMM and EPF are not liable for this document and are not in any way associated with this document. The SC, FIMM and EPF are 
not responsible for the contents herein and do not make any representation on the accuracy or completeness of this document, either in whole or in part. 

Data, charts and news sources are derived from Bloomberg. Portfolio Managers' Views are from Astute Fund Management Berhad.
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