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Keep BUY on Public with unchanged TP of RM5.60. While 1Q26 profit was fairly muted
(-7% QoQ, flat YoY), the bigger takeaway was its firmer stance on capital management.
Beyond the 18sen special DPS spread over 3 years (lifting yields to c.6%), the exercise
could enhance ROE by ¢.70bp. Also, we view the share buyback plan positively, given
its multi-faceted role in supporting share price performance.
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and above sector’s 0.95x), given the 2ppt ROE premium to peers. While results were fairly ey Changes

muted, the bigger takeaway was Public’s firmer stance on capital management, which Target Price: o
is a key re-rating catalyst that we have been stressing. Thus, value optionality is starting  gpg. o
to crystallize, with shareholders now set to reap the rewards.

e Broadly in-line. Publicinked 1Q26 profit of RM1.8bn (-7% QoQ, flat YoY), largely meeting Stock and Finandial Data
both our and consensus expectations at 23% of forecasts. The quarter was marked bya ~ Shares Outstanding (million) 19,4107
normalization in provisions (vs writebacks in 4Q25, +34% YoY) alongside a modest rise Market Cap (RMmil) 93,7536
in CIR (+50bp QoQ/YoY) given NIM slippage (-1bp QoQ). Encouragingly, the bank is still 57;\5(\3'”8 (RM/Share) 3102
confident of delivering its 12-13% ROE target this year. No changes to our estimates. ROE (%) 123

« Capital management in overdrive. As expected, Public intends to return the 1ppt CET1 ~ Free Float 68.7
surplus from the final Basel lll reforms to shareholders over the next 3 years; the excess Avg Daily Value (RMmil 122
capital amounts to RM3.5bn (18sen/share) i.e. 3.7% yield upside (c.1.2% p.a.). Separately,
we welcome Public’s share buyback plan as another capital management lever; it makes Major Shareholders
strategic sense, in our opinion, given (i) ROE > COE, (ii) increasingly competitive lending ~ Consolidated Teh (21.6%)
landscape, while also (iii) helping to absorb potential overhang from its upcoming ROFS EF\;\II:AP (1(;'322;
exercise via being a natural buyer. :

* Normalization, not deterioration. The higher impaired loan allowances largely reflect  price performance 3mth 6mth 12mth
normalization from a low base in 2025 and should not be read negatively. Moreover, AQ  Absolute(%) 4.2) 12.6 6.6
remains resilient, with GIL ratio flat QoQ at 0.51%, while elevated LLC of 147% continues  Relative(%) (4.5) 49 (3.3
to provide strong buffer against any potential second-order spillovers from the Middle ~ Source: Public Bank, Aminvestment Bank Bhd.

East conflict. Although loans past due >1mth has edged up 20bp QoQ to 2.0%, this stays
well below pre-pandemic level of 3.6%, which should keep concerns at bay for now.
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EXHIBIT 1. 1Q26 Results Summary

FYE Dec (RMmil) 1Q26 1Q25 YoY (%) 4Q25 QoQ (%)
Net interest income 2,387.5 2,380.4 0.3 24219 -1.4
Islamic banking 469.2 448.1 4.7 461.8 1.6
Non-interest income 793.1 7721 2.7 834.5 -5.0
Total income 3,649.8 3,600.6 14 3,718.2 -1.8
Operating expenses -1,295.1 -1,259.5 2.8 -1,301.1 -0.5
Pre-provision profit 2,354.7 2341 0.6 24171 -2.6
Loan loss provisions -52.1 -39.0 33.5 17.1 nm
Operating profit 2,302.6 2,302.1 0.0 2,434.2 54
Others 12.6 10.5 20.5 9.9 28.0
Pre-tax profit 2,3153 2,312.6 0.1 2,4441 53
Tax & minority interest -563.5 -567.2 -0.7 -567.8 -0.8
Net Profit 1,751.8 1,7453 0.4 1,876.3 -6.6
EPS (sen) 9.0 9.0 0.4 9.7 -6.6
DPS (sen) 0.0 0.0 nm 12.0 nm
BVPS (RM) 3.05 293 3.8 3.09 -1.3

Source: Public, AmInvestment Bank Bhd.

EXHIBIT 2. Financial ratios

FYE Dec (%) 2Q24 3Q24 4Q24 1Q25 2Q25 3Q25 4Q25 1Q26
Net interest margin 2.19 2.24 221 2.19 2.18 2.10 2.12 2.11
Cost / income ratio 35.2 34.2 331 35.0 35.6 341 35.0 355
Return on equity 13.0 13.8 16.3 124 12.3 12.8 12.8 11.9
Loans growth, yoy 6.1 53 6.3 6.1 5.8 6.5 5.1 5.1
Deposits growth, yoy 4.5 4.0 4.9 4.0 38 5.0 3.2 3.7
Loan / deposit ratio 96.7 97.5 97.9 98.4 98.6 98.9 99.7 99.8
Gross impaired loans ratio 0.64 0.62 0.52 0.53 0.54 0.52 0.51 0.51
Loan loss coverage 154.2 153.6 166.2 159.9 153.9 154.8 149.9 147.0
Net credit cost (bp) -0.1 -2.0 -4.0 3.7 3.2 1.0 -1.6 47
CET1 ratio 15.1 14.3 14.9 14.0 14.6 13.8 14.5 13.7

Source: Public, AmInvestment Bank Bhd.
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Company profile

Public is the third largest banking group in Malaysia (by assets), offering a comprehensive
suite of financial products & services, including personal, commercial, Islamic, investment
banking, share broking, trustee services, nominee services, unit trust, bancassurance, and
general insurance.

Key market for Public is Malaysia, which contributes >90% to group PBT in 2025. Also, the
bank has presence across Singapore, Hong Kong, China, Cambodia, Vietnam, Laos, and Sri
Lanka. In total, the bank has a network of close to 500 branches.

Investment thesis and catalysts

We continue to like Public for its capital management plans where it intends to return the
1ppt CET1 surplus from the final Basel lll reforms to shareholders over the next 3 years; the
excess capital amounts to RM3.5bn (18sen/share) i.e. 3.7% yield upside (c.1.2% p.a.). The
stock currently offers 5.1% BAU yield (based on 60% DPR) and this is already above its 10-
year average of 4.0%.

In addition, we welcome Public’s share buyback initiative as another capital management
lever; it makes strategic sense, in our view, given (i) ROE > COE, (ii) increasingly competitive
lending landscape, while also (jii) helping to absorb potential overhang from its upcoming
ROFS exercise via being a natural buyer.

Separately, its foreign shareholding is at multi-year low (24% vs Mar-11 trough of 24% and
Mar-18 high of 40%) and traditionally, Public is a darling among foreign investors.

Valuation methodology

We value Public using the Gordon Growth Model (GGM), as it incorporates both P/B and
ROE into a single formula; notably, ROE plays an important role to the valuation of banking
stocks as it has a strong correlation to P/B (87%).

We derived a TP of RM5.60 for Public and it is based on 1.60x FY27 P/B with assumptions
of 11.9% ROE, 8.6% COE, and 3.0% LTG. This is valued at +1SD to its 5-year mean and above
sector’s 0.95x. The premium is fair since its ROE output is 2ppt higher vs industry’s average.
Also, the bank is evolving into a solid dividend paymaster.

Risk factors

Key downside risks include:

i) Sharp slowdown in global economic growth, giving rise to a spike in NPL formation;
this could weigh on NCC and earnings.

ii) Intense rivalry for both loans and deposits may exert downward pressure on NIM. Also,
LDRis now at a decade high, leaving the bank with limited headroom for optimization.

iii) Higher-than-expected opex, driven by the need to play catch up in the IT and digital
services space.

EXHIBIT 7. VALUATIONS

Return on equity (ROE) 11.9%
Cost of equity (COE) 8.6%
Long-term growth rate (LTG) 3.0%
Target P/B 1.60x
FY27 BVPS RM3.48
ESG premium -
12-month target price RM5.60
Source: Amlnvestment Bank
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Financial Summary

Income Statement (RMmil)
YE to Dec FY24 FY25 FY26F FY27F FY28F

Net interest income 9,451.1 9,583.7 9,895.0 10,237.0 10,677.1
Non-interest income 2,852.6 3,272.1 3,510.8 3,687.2 3,874.0
Islamic banking income 1,707.0 1,839.4 1,939.1 2,022.6 2,120.3
Total income 14,010.7 14,695.2 15,345.0 15,946.9 16,6714
Overhead expenses (4,828.1) (5,128.7) (5,326.4) (5,506.7) (5,692.7)
Pre-provision profit 9,182.5 9,566.5 10,018.5 10,440.2 10,978.7
Loan loss provisions (0.6) (66.8) (169.3) (213.0) (269.2)
Impairment & others (17.8) (12.8) (10.0) (10.0) (10.0)
Associates 241.2 56.0 60.0 60.0 60.0
Pretax profit 9,405.4 9,542.9 9,899.3 10,2771 10,759.5
Tax (1,912.6) (2,135.7) (2,177.8) (2,261.0) (2,367.1)
Minority interests 128.0 (182.7) (188.1) (195.3) (204.4)
Net profit 71470 7,2244 7,5334 7,820.9 8,188.0
Core net profit 7,620.8 7,224.4 7,533.4 7,820.9 8,188.0

Balance Sheet (RMmil)
YE to Dec FY24 FY25 FY26F FY27F FY28F

Cash & deposits with Fls 15,469.0 16,828.7 8,694.6 9,874.6 11,198.7
Marketable securities 66,144.0 58,844.5 69,918.8 71,728.2 73,595.0
Total current assets 81,613.0 75,673.2 78,6134 81,602.8 84,793.6
Net loans & advances 420,471.7  442,333.2  464,699.5 487,983.6 512,382.7
Statutory deposits nm nm nm nm nm
Long-term investments 29,003.2 30,821.0 31,4374 32,066.2 32,707.5
Fixed assets 1,272.8 1,309.8 1,166.3 1,095.0 1,011.8
Intangible assets 2,799.4 3,085.6 2,799.4 2,799.4 2,799.4
Other long-term assets 7,703.1 8,428.3 7,703.1 7,703.1 7,703.1
Total LT assets 461,250.1 485,977.9 507,8056 531,647.3 556,604.5
Total assets 542,863.1 561,651.2 586,419.1 613,250.1 641,398.2
Customer deposits 433,264.3 447,113.6  469,4693  492,9428 517,589.9
Deposits of other Fls 21,587.2 20,249.9 21,587.2 21,587.2 21,587.2
Subordinated debts 16,367.7 19,491.6 16,367.7 16,367.7 16,367.7
Hybrid capital securities - - - - -
Other liabilities 11,997.0 12,3544 11,997.0 11,997.0 11,997.0
Total liabilities 483,216.1 499,209.5 519,421.1 5428946 567,541.7
Shareholders’ funds 57,335.5 59,937.7 64,305.9 67,468.2 70,764.7
Minority interests 2,311.5 2,503.9 2,692.0 2,887.3 3,091.7
Key Ratios

Total income growth (%) 7.0 49 44 39 45
Pre-provision profit growth (%) 58 4.2 47 4.2 52
Core net profit growth (%) 7.5 1.1 43 38 4.7
Net interest margin (%) 2.1 2.0 2.0 2.0 2.0
Cost-to-income ratio (%) 345 349 347 345 34.1
Effective tax rate (%) 21.4 224 22.0 22.0 22.0
Dividend payout (%) 57.0 60.5 60.6 60.8 60.9

Key Assumptions
YE to Dec FY24 FY25 FY26F FY27F FY28F

Loan growth (%) 6.3 5.1 5.0 5.0 5.0
Deposit growth (%) 49 3.2 5.0 5.0 5.0
Loan-deposit ratio (%) 97.9 99.7 99.7 99.7 99.7
Gross NPL (%) 0.5 0.5 0.5 0.5 0.5
Net NPL (%) 0.4 0.3 0.4 0.4 0.4
Credit charge-off rate (%) - - - - 0.1
Loan loss reserve (%) 166.2 149.9 136.8 133.9 131.2

Source: Company, AmInvestment Bank Bhd.
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DISCLOSURE AND DISCLAIMER

This report is prepared for information purposes only and it is issued by AmInvestment Bank Berhad ("AmInvestment") without regard to your
individual financial circumstances and objectives. Nothing in this report shall constitute an offer to sell, warranty, representation,
recommendation, legal, accounting or tax advice, solicitation or expression of views to influence any one to buy or sell any real estate,
securities, stocks, foreign exchange, futures or investment products. AmInvestment recommends that you evaluate a particular investment
or strategy based on your individual circumstances and objectives and/or seek financial, legal or other advice on the appropriateness of the
particular investment or strategy.

The information in this report was obtained or derived from sources that AmlInvestment believes are reliable and correct at the time of issue.
While all reasonable care has been taken to ensure that the stated facts are accurate and views are fair and reasonable, Aminvestment has
not independently verified the information and does not warrant or represent that they are accurate, adequate, complete or up-to-date and
they should not be relied upon as such. All information included in this report constituteAminvestment's views as of this date and are subject
to change without notice. Notwithstanding that, AmInvestment has no obligation to update its opinion or information in this report. Facts
and views presented in this report may not reflect the views of or information known to other business units of Aminvestment's affiliates
and/or related corporations (collectively, "AmBank Group").

This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced, distributed or republished for any
purpose without AmiInvestment's prior written consent. Aminvestment, AmBank Group and its respective directors, officers, employees and
agents ("Relevant Person") accept no liability whatsoever for any direct, indirect or consequential losses, loss of profits and/or damages arising
from the use or reliance of this report and/or further communications given in relation to this report. Any such responsibility is hereby
expressly disclaimed.

Amlinvestment is not acting as your advisor and does not owe you any fiduciary duties in connection with this report. The Relevant Person
may provide services to any company and affiliates of such companies in or related to the securities or products and/or may trade or otherwise
effect transactions for their own account or the accounts of their customers which may give rise to real or potential conflicts of interest.

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you should have regard
to the laws of the jurisdiction in which you are located. If any provision of this disclosure and disclaimer is held to be invalid in whole or in
part, such provision will be deemed not to form part of this disclosure and disclaimer. The validity and enforceability of the remainder of this
disclosure and disclaimer will not be affected.
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