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= July3M-SIBOR was up by 51bps MoM to 2.02%, the highestin 7 years. . . .

= 2Q22 results, banks’ NIl rose 17% YoY as NIM improved by 8% with loans Overwelght (Mamtamed)
growth of 8%. Fee income was a drag, declining 10%. Banks raised their
FY22e NIM guidance. DBS Group Holdings

* Hong Kong’s domestic loans declined 2.34% YoY and 0.17% MoM in June. . .
Malaysia’s domestic loans growth increased 5.61% YoY and 0.68% MoM in BUY (Maintained)

June. BLOOMBERG CODE DBS SP
=  Maintain OVERWEIGHT. We remain positiveon banks.Bank dividendyields | AST TRADED PRICE SGD 33.24
are attractiveat 5% with upside surprisedueto excess capital ratios. Stable FORECAST DIV SGD 1.44
economic conditions and rising interest rates remain tailwinds for the
. . .. . . TARGET PRICE SGD 41.60
bankingsector. SGX is another beneficiary of higher interest rates. Pressure
0,
points for the banks will be higher staff costs and a nudge in general DIVIDEND YIELD 4.33%
provisioningdueto weaker economic assumptions. TOTAL RETURN 29.48%
Oversea-Chinese Banking Corp
3M-SOR and 3M-SIBOR reach new highs in July . .
_ _ _ BUY (Maintained)
Interest ra.tes continued to increase in July. The 3M-SOR V\{as up §4bps MOM to BLOOMBERG CODE OCBC SP
2.47%, whilethe 3M-SIBOR was up 51bps MoM to 2.02%. Itis the highestinterest
rates have been forthe past7 years.The 3M-SOR is 103bps higher thanits 2Q22 LAST TRADED PRICE 56D 12.37
averageof 1.44%and has improved by 228bps YoY. The 3M-SIBOR is 80bps higher FORECAST DIV SGD 0.66
than its 2Q22 average of 1.22% and has improved by 159bps YoY (Figure 1). TARGET PRICE SGD 14.22
0,
Figure 1: Interest rates reach new highs in July DIVIDEND YIELD >-34%
TOTAL RETURN 20.29%
Fed Fund Rates (FFR) vs. 3M-SIBOR vs. 3M-SOR United Overseas Bank Limited
3.00 BUY (Maintained)
BLOOMBERG CODE UOB SP
2.50 LAST TRADED PRICE SGD 27.15
2.00 FORECAST DIV SGD 1.37
TARGET PRICE SGD 35.70
1.0 DIVIDEND YIELD 5.05%
TOTAL RETURN 36.54%
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NIM— Net Interest Margin
——— FFR (Upper Bound) 3M-SOR ——3M-SIBOR SIBOR —Singapore Interbank Offer Rate
SOR — Swap Offer Rate
Source: Bloomberg, PSR HIBOR —Hong Kong Interbank Offer Rate

DDAV — Derivatives Daily Average Volume
SDAV — Securities Daily Average Value
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2Q22 RESULTS HIGHLIGHTS
1. NIl and NIM rise across the board

DBS’ 2Q22 earnings of S$1.82bnareinlinewith our estimates, and 1H22 PATMI
is at47% of our FY22e forecast. 2Q22 DPS is up 9% YoY at 36 cents, above pre-
pandemic 33 cents. NIl grew 17% YoY to S$2.5bn due to NIM increase of 13bps
YoY to 1.53% and continued loan growth of 7% YoY. NIM improvement was
mainly due to the risinginterest rates as the impact of interest rate hikes was
more fully felt. Management has lifted NIM guidanceto 1.70-1.75% for FY22e
(from 1.58-1.60%).

OCBC’s 2Q22 earnings of S$1.48bn were in linefrom higher net interest income,
non-interest income and lower allowances. 1H22 PATMI is at 47% of our FY22e
forecast. 2Q22 DPS rose 12% YoY to 28 cents. NIl grew 16% YoY led by loan
growth of 8% YoY and NIM improvement of 13bps YoY to 1.71%. NIM expansion
was mainly due to asset yields outpacing higher funding costs amid a rapidly
rising interest rate environment. OCBC has guided for NIM of 1.70% (from 1.5-
1.55%) for FY22e.

UOB’s 2Q22 earnings of S$1,113mn were in linewith our estimates due to higher
net interest margin and healthy net interest income growth. 1H22 PATMI is 43%
of our FY22e forecast. NIl grew 18% YoY, led by continued loans growth of 8%
YoY, while NIM improved 11bps YoY to 1.67%. Loan growth QoQ was mainly from
term and housing loans, while YoY loan growth was broad-based across
geographies as business regained momentum. UOB has lowered its guidance to
mid-singledigitioan growth for FY22e (previously mid to high single-digit).

2. Feeincome fell in 2Q22 due to wealth management

DBS’ fee income fell 12% YoY mainly due to weaker market sentiment affecting
wealth management andinvestment banking. WM fees fell 21% YoY to S$337mn
as market conditions further weakened during the quarter. Investment banking
fees fell 54% YoY to S$30mn alongside a slowdown in capital market activities.
Nonetheless, card fees improved 23% YoY to S$203mn as borders startto reopen
andspending increased, whileloan-related fees moderated from record levels.

OCBC’s fee income declined 15% YoY to S$S477mn mainly due to lower WM,
brokerage, and investment bankingfees, in linewith weaker investor sentiment
globally. Nonetheless, loan and trade-related fees increased on the back of higher
lendingand trade volumes, and creditcard fees were also higher,inlinewith the
broader reopening of economies and resumption of activities.

UOB’s fee and commissionincomefell 2% YoY, as higher loan-related and credit
card fees were moderated by lower WM fees due to more subdued market
sentiment. Fees were down 1% QoQ. Key concern was new NPA formation of
$$661mn mainly due to a major but non-systemic corporate Chineseaccount.

Figure 2: NIl growth the highlight of 2Q22

2Q22vs.2Q21 DBS OCBC uoB
1.53% 1.71% 1.67%
I 7. 20120 (+13bps) (+13bps) (+11bp)
NI +17% +16% +18%
Net fees & commissions -12% -15% -2%
General provisions (SS) (23) mn 66 mn 7 mn

NPL ratio 1.3% (flat) 1.3% (-20bps)  1.7% (+20bps)
NPA coverage 113% 99% 91%
Common Equity Tier-1 14.2% 14.9% 13.1%

Source: Company, PSR

P PhillipCapital

Figure 3: Banks’ guidance vs PSR estimates for

FY22e

Assumptions DBS PSR
NIM (%) 1.70% 1.65%
Loans growth (%) Mid-single digit 5.0%
Credit cost (bps) Stableat11lbps 10

Source: Company, PSR

Assumptions OCBC PSR
NIM (%) 1.70% 1.69%
Loans growth (%) Mid-single digit 5.0%

Low end of 20to

Creditcost (b 23
redit cost (bps) 25 bps

Source: Company, PSR

Assumptions uoB PSR
NIM (%) 1.73% 1.72%
Loans growth (%) Mid-single digit 6.0%
Creditcost (bps) 25 bps 25

Source: Company, PSR
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Hong Kong loans growth dips while Malaysia's loans growth rises in June

Hong Kong’s domestic loans growth declined 2.34% YoY and 0.17% MoM in June.
The YoY declineinloans growth for June was the firstdeclinesincelan 2022 and
the MoM loans growth decline of 0.17% was down 63bps from May’s loans
growth of 0.46%.

Malaysia’s domestic loans growth was 5.61% YoY and 0.68% MoM in June. The
increase YoY in June was the highest since Mar 2019 and an increase of 62bps
from May’s loans growth of 4.99%, while the increase MoM was an increase of
40bps from May’s loans growth of 0.28%.

Figure 4: Hong Kong loans growth dips in June
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Figure 5: Malaysia loans growth rises in June
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Volatility fell as community cases begin to fall

Preliminary SDAV for July dipped 25% YoY to $886mn (Figure 6), as market
sentiment remained subdued due to macroeconomic factors. The VIX averaged
25.0 inJuly,down from 28.3 in the previous month.

The top five equity index futures turnover saw a dip of 9.4% YoY in July to
13.74mn contracts (Figure 7), mainly dueto the lower trading volumes of its FTSE
China A50 Index Futures and MSCI Singaporelndex Futures. Notably, the Nikkei
225 Index Futures decreased 36.8% MoM to 1.11mn and the FTSE China A50
Index Futures decreased 17.0% MoM to 7.83mn.

Figure 6: YTD SDAV and DDAV Figure 8: Correlation of DDAV and VIX Index
g
SGX DDAV vs. VIX Index
SDAV Yoy DDAV YoV
(Smn) (mn)
1.70 80
July 886 -25% - -
June 1,141 -5% 1.10 +24%
May 1,487 -6% 1.13 +19%
April 1,257 -1% 1.09 +25%
March 1,536 -6% 1.17 +13% ‘g‘ 120 55
February 1,625 +20% 1.06 0% > s
January 1,194 -20% 1.02 +2% § z
December 834 -25% 0.85 +4% a P
Source: SGX, Bloomberg, PSR 070 .
Figure 7: Turnover of top five equity index futures contracts was up YoY
No. of contracts Jul-21 Jul-22 YoY 00 .
FTSE China A50 Index Futures | 9,395,585 7,826,742 -16.7% s § 8 £ § § § &
Nifty50 Index Futures 2,026,680 2,293,941 +13.2%
Nikkei 225 Index Futures 1,035,764 1,106,121 +6.8% S==0PAY i) 1iE =VIXIRAS
FTSE Taiwan Index Futures 1,412,410 1,381,739 -2.2% Source: SGX, Bloomberg, PSR
MSCI Singapore Index Futures 1,290,063 1,127,196 -12.6%
Sub-total 15,160,502 13,735,739 -9.4%

Source: SGX, Bloomberg, PSR

Investment Action

Maintain OVERWEIGHT. We remain positiveon banks. Bank dividend yields are
attractive with upside surprises due to excess capital ratios. Stable economic
conditions andrisinginterestrates remain tailwinds for the banking sector. SGX
is another beneficiary of higher interest rates.
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Figure 9: Banks’ 5-year historical P/B
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Source: Bloomberg, PSR

Figure 10: Banks’ target P/B

DBS OCBC UOB
High 1.62 1.50 1.43
Low 0.81 0.73 0.79
5-year average 1.17 1.09 1.12
Current 1.34 1.02 0.97
Forward target 1.36 1.27 1.17
TP (SS) 41.60 14.22 35.70

Source: Bloomberg, PSR
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Important Information
This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), whichis a holder of a financial adviser’s license under
the Financial Advisers Act, Chapter110inSingapore.

By receiving or reading thisreport, you agree to be boundby the termsandlimitations set out below. Any failure to comply withthese terms andlimitations may
constitute a violation of law. This report has been provided to you for personal use only and shall notbe reproduced, distributed or published by you in whole or in
part, for any purpose. If you have received this report by mistake, please delete or destroyit, and notify the sender immediately.

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from public
sources which Phillip Securities Research believes tobe reliable. However, Phillip Securities Research does not make any representation or warranty, express orimplied
that suchinformation or Researchis accurate, complete or appropriate or should berelied uponas such. Any such information or Research contained inthis reportis
subjectto change,andPhillipSecurities Research shall not have any responsibility to maintain or update the information or Researc hmade available or to supplyany
corrections, updates or releases in connection therewith.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in thisreport are as of the date indicated and are subject to change at anytime
without prior notice. Past performance of any productreferred toin this report is notindicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investmentadvice. This reportshould not be relied upon exclusively or as
authoritative, without furtherbeing subject tothe recipient’'s ownindependent verification and exercise of judgment. The factthat this report has been made available
constitutes neithera recommendationto enterintoa particular transaction, nor a representation that any product described in this reportis suitable or appropriate
for the recipient. Recipients should be aware that manyof the products, which may be describedin this reportinvolve significant risks and mayn ot be suitable for all
investors, and that any decision to enter into transactions involving such products should not be made, unle ss all such risks are understood and an independent
determinationhas beenmade that suchtransactions would be appropriate. Any discussion of the risks contained herein with re spectto any productshould not be
considered to be adisclosure of all risks or a complete discussion of such risks.

Nothingin this report shall be construed to be an offer orsolicitation for the purchase or sale of any product. Any decisio nto purchase any product mentioned inthis
report should take into account existing public information, including any registered prospectus in respect of such product.

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
personsinvolvedin theissuance of this report, mayprovide anarray of financial services to a large number of corporations in Singapore and worldwide, including but
not limited to commercial / investment banking activities (including sponsorship, financial advis ory or underwriting activities), brokerage or securities trading activities.
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
personsinvolved in theissuance of this report, mayhave participated inor investedin transactions with the issuer(s) of the securities mentionedin this report,and
may have performed services for or solicited business from suchissuers. Additionally, Phillip Securities Research, or persons associated withor connectedto Phillip
Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of t his report, may have provided advice or
investment services tosuch companies and investments or related investments, as maybe mentioned inthis report.

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
personsinvolvedin the issuance of this report may, fromtime to time maintain a long or short positionin securities referredto herein, orin related futures or options,
purchase orsell, make a marketin, or engage in any other transactioninvolving such securities, and earn brokerage or other compensation in respect of the foregoing.
Investments will be denominatedin various currencies including US dollars and Euroand thus will be subject to any fluctuati on in exchange rates between US dollars
and Euro or foreign currencies andthe currency of your own jurisdiction. Such fluctuations may have anadverse effect on the value, price or income retum of the
investment.

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its
officers, directors, employees or personsinvolved in the issuance of this report, may at any time engagein any of the above activities as set outabove or otherwise
hold aninterest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly,
information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securities Research, or persons
associated with or connected to Phillip Securities Research, including but not limitedto its officers, directors, employees or personsinvolved in the issuance of this
report, may, to the extent permitted by law, have acted uponor used the information prior toor immediately following its publication. Phillip Securities Research, or
persons associated with or connectedto Phillip Securities Research, including but notlimitedits officers, directors, employees or personsinvolved inthe issuanceof
this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.

The information, tools and material presented hereinare not directed, intended for distribution toor use by, any personor entity inanyjurisdiction or country where
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subj ect Phillip Securities Research to any
registration or licensing or other requirement, or penalty for contravention of such requirements within suchjurisdiction.

This report is intended for generalcirculation only anddoes not take into account the specific investment objectives, finan cial situation or particular needs of any
particular person.The products mentionedin this report may notbe suitable for all investors and a person receiving or reading this report should seek advice from a
professional andfinancial adviserregarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the specific
investment objectives, financial situation or particular needs of that person, before making a commitment to invest inanyof such products.

This reportis notintendedfor distribution, publication to or use by any personin any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities
Research maydeterminein itsabsolute discretion.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the reportcontains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign researchhouse) in Singapore at 250 North
Bridge Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or inconnec tion
with, the analyses or reports; and

(i)  tothe extent that the analyses or reports are deliveredto and intended to be received byanyperson inSingapore whois not an accredited investor,
expert investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.

Page | 7| PHILLIP SECURITIES RESEARCH (SINGAPORE)



