Media Release
RAM Ratings reaffirms Citibank’s AAA/Stable/P1 financial institution
ratings
RAM Ratings has reaffirmed the AAA/Stable/P1 financial institution ratings of
Citibank Berhad (the Bank). The ratings incorporate the Bank's strategic importance
to Citigroup Inc, its robust capitalisation, and sturdy funding and liquidity profile. As
part of the larger Citigroup, the Bank leverages on its parent's global franchise,
connectivity, and technical expertise, allowing it to carve out a strong foothold in
cash management and treasury solutions.
Residential property mortgages (44%) and credit-card receivables (24%) remained
Citibank's largest lending exposures as at end-June 2016. Following its brisk 10.1%
loan growth in fiscal 2015, the expansion of the Bank's gross loans moderated to an
annualised 4.4% in 1H fiscal 2016, with loans mainly extended for working–capital
purposes. Meanwhile, although its market share of credit-card receivables had
receded to 17.0% as at end-June 2016 (end-December 2014: 18.5%), Citibank's
position in this segment is still viewed to be strong. Amid stiff competition from large
Malaysian banks, Citibank remains as one of the largest players in the industry.
While Citibank's gross impaired-loan ratio had eased slightly to 2.1% as at end-June
2016 (end-December 2015: 2.2%), its personal lending still exhibited some
weakness. Given the Bank’s large proportion of unsecured consumer lending (29%),
its credit-cost ratio remained high at an adjusted 0.8% (excluding one-off writebacks) in fiscal 2015. Nonetheless, this ratio tapered to an annualised 0.4% in 1H
fiscal 2016, driven by write-backs on collective impairment provisions due to the
improved historical loss rates of its other loan portfolios.
Underscored by its healthy trading income, Citibank's pre-tax profit strengthened to
RM356 million in 1H fiscal 2016 (1H fiscal 2015: RM217 million). Although slightly
narrower, the Bank’s net interest margin of 3.1% (annualised) remained among the
highest in the industry due to its still-high proportion of credit-card receivables. On
the other hand, Citibank’s profitability is facing increasingly greater pressure from
Bank Negara Malaysia's payment-card reforms, as credit-card interchange fees will
gradually be revised downwards to 0.48% (from 1.1%) by January 2021.

Citibank has maintained its sturdy funding and liquidity profile. The Bank's
proportion of low-cost current- and savings-account deposits made up a
commendable 53% of its deposit base as at end-June 2016; this is among the
highest in the industry, and highlights the Bank's strong cash-management
franchise. At the same time, Citibank's capitalisation also remained robust, with
respective common-equity tier-1 and total capital ratios of 13.8% and 14.7% (endDecember 2015: 13.0% and 13.8%).
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The credit rating is not a recommendation to purchase, sell or hold a security, inasmuch as it does not
comment on the security’s market price or its suitability for a particular investor, nor does it involve any
audit by RAM Ratings. The credit rating also does not reflect the legality and enforceability of financial
obligations.
RAM Ratings receives compensation for its rating services, normally paid by the issuers of such securities
or the rated entity, and sometimes third parties participating in marketing the securities, insurers,
guarantors, other obligors, underwriters, etc. The receipt of this compensation has no influence on RAM
Ratings’ credit opinions or other analytical processes. In all instances, RAM Ratings is committed to
preserving the objectivity, integrity and independence of its ratings. Rating fees are communicated to
clients prior to the issuance of rating opinions. While RAM Ratings reserves the right to disseminate the
ratings, it receives no payment for doing so, except for subscriptions to its publications.
Similarly, the disclaimers above also apply to RAM Ratings’ credit-related analyses and commentaries,
where relevant.
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