Singapore Banking
A quick comparison with Credit Suisse
SINGAPORE | BANKING & FINANCE | UPDATE

= On 14 March, Credit Suisse (CS) said in its 2022 annual report that it
identified “material weaknesses” in internal controls over financial reporting
and had not yet stemmed customer outflows. On 15 March, the bank’s top
backer, Saudi National Bank, said that it was not able to give more money to
the bank due to regulatory constraints. On 16 March, the bank exercised an
option to borrow up to US$54bn from the Swiss National Bank.

=  Singapore banks’ capital and leverage ratios are comparable to Credit Suisse.
However, Singapore banks are profitable with a positive ROE of ~12.5% (CS:
-16%). Singapore banks has a larger proportion of net interest income while
CS is fee and commissions.

= Maintain OVERWEIGHT. We remain positive on Singapore banks. Bank
dividend vyields are attractive at 5.7% with possible upside surprise due to
excess capital ratios and push towards higher ROEs. Singapore banks differ
from Credit Suisse as they focus on NIl growth and hence are able to post
positive ROEs.

Figure 1: The largest difference is Credit Suisse’s profitability

As at 31 December 2022 CS DBS OCBC UoB

Capital Ratios

Common Equity Tier-1 14.1% 14.6% 15.2% 13.3%
(L:;’Se:f/i;alﬁ't‘:/) 11.7 13.0 10.2 116

Liquidity coverage ratio 144% 140% 152% 140%
Profitability Ratios

ROE -16.1% 14.6% 11.1% 11.9%
Others

NIl (% of income) 35.8% 66.3% 65.9% 72.1%
Fee income (% of income) 59.3% 18.7% 15.9% 18.5%
NPL ratio 0.6% 1.1% 1.2% 1.6%

CASA ratio 67.8% 60% 51.8% 47.5%

Source: Company, PSR
Capital and leverage ratios similar to Singapore banks

Credit Suisse’s Common Equity Tier-1 (CET1) ratio of 14.1% is comparable to
Singapore banks at ~14.4%. The leverage ratio of 11.7x is similar to Singapore
banks’ ~11.6x. Credit Suisse is subjected to the Liquidity Coverage Ratio (LCR)
requirements by the Federal Reserve and has kept an adequate LCR of 144%,
which is comparable to that of Singapore banks at ~144%. The issue with what is
happening at Credit Suisse does not appear to be its capital ratios.

Two years of net losses for Credit Suisse

Credit Suisse reported two consecutive years of net losses, CHF7.29bn in FY22
and CHF1.65bn in FY21, as investment banking revenues slumped and clients
pulled money from the group’s wealth management business. This resulted in a
negative ROE of 16.1% for FY22.
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In comparison, the Singapore banks have been posting record revenues and
profits, mainly due to the higher net interest income from the higher interest rate
environment. Consequently, the Singapore banks have reported an ROE of
~12.5%.

Credit Suisse’s focus is on commissions and fees

Largely an investment bank, Credit Suisse’s focus is on commissions and fee
income, with fee income making up 59% of its total income and net interest
income only making up 36% of total income.

For the Singapore banks, the focus is mainly on net interest income with NIl
making up ~68% of total income and fee income making up ~18% of total income.
The local banks were able to benefit from the rise in interest rates as they were
able to pass on the higher funding costs directly to their customers as the
majority of the loans were on a floating rate and could be repriced.

Figure 2: Credit Suisse vs Lehman Brothers

uss’bn CS (31 Dec 2022) Lehman (31 May 2008)
Total Assets 574 639
Deposits 252 29
Total Liabilities 525 613

Source: Company, PSR
Smaller asset size compared to Lehman Brothers

Interestingly, if we were to compare Credit Suisse to Lehman Brothers back in
2008, Credit Suisse’s total assets are smaller at US$574bn compared to Lehman
Brother’s total assets of US$639bn, and total liabilities are also smaller at
US$525bn compared to Lehman Brother’s total liabilities of US$613bn. However,
Credit Suisse has a larger amount of customer deposits, US$252bn, as compared
to Lehman Brother’s customer deposits of US$29bn.

Investment Action

Maintain OVERWEIGHT. We remain positive on Singapore banks. Bank dividend
yields are attractive at 5.7% with possible upside surprise due to excess capital
ratios and push towards higher ROEs. Singapore banks differ from Credit Suisse
as they focus on NIl growth and hence are able to post positive ROEs.
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Figure 3: Banks’ 5-year historical P/B, OCBC remains the cheapest
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Figure 4: Banks’ target P/B

DBS OCBC 0]}
High 1.62 1.50 143
Low 0.81 0.73 0.79
5-year average 1.17 1.09 1.12
Current 134 1.02 0.97
Forward target 1.36 1.27 1.17
TP (SS) 41.60 14.22 35.70

Source: Bloomberg, PSR

Page | 3 | PHILLIP SECURITIES RESEARCH (SINGAPORE)



I PphilipCapital

Figure 5: Peer Comparison — Singapore banks offer the highest dividends

Price
PSR Market Cap Forward P/E Forward P/BV Dividend Yield (%) ROE (%) (Local Target
Stock Recommendation (USDmn) Yr0 Yrl Yr2 Yr0 Yrl Yr2 Yrl Yr2 Yr0 Yrl Yr2  Currency) Price (S$) Upside
Singapore
DBS Accumulate 64,201 10.7 8.8 8.5 15 14 13 5.4 5.8 14.3 16.8 16.3 33.5 41.60 24%
OCBC Buy 41,752 9.6 8.1 7.9 1.0 1.0 0.9 6.1 6.3 10.9 12.5 12.2 12.5 14.22 14%
uoB Accumulate 36,763 11.2 8.8 8.3 1.3 1.1 1.0 55 5.8 11.3 12.8 12.8 29.5 35.70 21%
Market Cap Weighted Average: 10.5 8.6 8.3 1.3 1.2 11 5.6 6.0 125 145 14.2
Indonesia
BANK CENTRAL ASI Non-rated 68,352 25.9 22.7 20.5 4.8 4.2 3.8 2.2 2.5 19.2 19.6 19.6 8475 na na
BANK MANDIRI Non-rated 30,684 11.2 10.1 9.2 2.0 1.9 1.7 5.4 6.0 19.0 19.0 19.4 10050 na na
BANK NEGARA INDO Non-rated 10,676 9.4 7.6 6.7 13 11 1.0 3.6 5.1 141 150 153 8750 na na
BANK RAKYAT INDO Non-rated 47,198 14.6 12.6 11.2 2.5 2.2 2.0 5.7 6.1 17.4 17.8 18.8 4760 na na
BANK TABUNGAN NE Non-rated 1,203 4.7 5.0 4.2 0.6 0.6 0.5 3.5 3.5 12.9 12.2 12.9 1310 na na
Market Cap Weighted Average: 18.4  16.1 14.5 3.3 2.9 2.7 4.0 4.5 182 186 19.0
Malaysia
AFFIN BANK BHD Non-rated 1,069 3.4 8.4 7.5 - 0.4 0.4 5.7 6.3 - 5.0 5.4 2.1 na na
ALLIANCE BANK Non-rated 1,199 10.2 7.8 7.4 0.9 0.8 0.7 6.0 6.4 9.0 104 104 35 na na
AMBANK HLDG BHD Non-rated 2,941 8.1 7.8 7.4 0.7 0.7 0.7 4.1 4.8 9.6 9.6 9.6 4.0 na na
BANK ISLAM MALAY Non-rated 1,111 11.9 8.3 7.7 - 0.7 0.6 6.1 6.6 - 8.4 8.7 2.2 na na
HONG LEONG BANK Non-rated 9,990 127 111 10.4 14 13 1.2 33 35 109 120 118 20.6 na na
MALAYAN BANKING Non-rated 23,511 12.6 11.0 10.5 1.2 1.2 1.1 7.1 7.4 9.6 10.7 10.9 8.7 na na
PUBLIC BANK BHD Non-rated 17,995 13.7 11.6 11.1 1.7 1.5 1.4 4.4 4.6 12.4 13.3 13.0 4.1 na na
RHB BANK BHD Non-rated 5,440 8.9 7.5 7.0 0.9 0.8 0.8 7.6 8.0 9.5 10.7 109 5.7 na na
Market Cap Weighted Average: 12.2 10.6 10.1 1.3 1.2 11 5.6 5.9 103 115 114
Thailand
BANGKOK BANK PUB Non-rated 8,783 9.6 8.2 7.5 0.6 0.6 0.5 3.8 4.2 5.9 7.0 7.3 159.0 na na
BANK AYUDHYA PCL Non-rated 6,226 7.4 6.6 6.3 0.7 0.6 0.6 3.6 4.0 9.3 8.8 8.9 29.3 na na
KASIKORNBANK PCL Non-rated 9,565 9.8 7.7 6.9 0.7 0.6 0.6 3.4 3.8 7.3 8.0 8.7 139.5 na na
KIATNAKIN PHATRA Non-rated 1,636 8.2 7.0 6.4 11 0.9 0.8 7.0 7.5 140 137 1338 66.8 na na
KRUNG THAI BANK Non-rated 6,997 7.3 6.8 6.6 0.7 0.6 0.6 4.8 5.2 9.2 9.1 9.0 17.3 na na
KRUNGTHAI CARD P Non-rated 4,234 215 18.8 17.3 4.9 4.1 3.6 2.3 2.4 24.3 23.0 21.8 56.8 na na
SCB X PCL Non-rated 10,183 9.6 7.9 7.3 0.8 0.7 0.7 4.8 5.3 83 9.4 9.7 104.5 na na
SRISAWAD CORP PC Non-rated 2,076 15.0 14.2 12.6 - 2.4 2.2 33 3.6 - 18.2 18.7 52.3 na na
THANACHART CAPIT Non-rated 1,305 8.5 8.4 8.2 0.7 0.7 0.7 7.5 7.9 7.9 8.1 8.5 43.0 na na
TISCO FINANCIAL Non-rated 2,363 11.0 109 10.4 1.9 1.8 1.8 7.8 8.1 172 173 176 102.0 na na
Market Cap Weighted Average: 10.2 8.9 8.2 1.0 1.0 1.0 4.3 4.6 9.5 10.5 10.7
Source: Bloomberg, PSR Extracted as of 4-Mar-23
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Important Information
This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s license under
the Financial Advisers Act, Chapter 110 in Singapore.

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may
constitute a violation of law. This report has been provided to you for personal use only and shall not be 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 destroy it, 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 to be reliable. However, Phillip Securities Research does not make any representation or warranty, express orimplied
that such information or Researchis accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this report is
subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to supply any
corrections, updates or releases in connection therewith.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time
without prior notice. Past performance of any product referred to in this report is not indicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as
authoritative, without further being subject to the recipient’sown independent verification and exercise of judgment. The fact that this report has been made available
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate
for the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not be suitable for all
investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an independent
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be
considered to be a disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this
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
persons involved in the issuance of this report, may provide an array 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 advisory 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
persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and
may have performed services for or solicited business from such issuers. Additionally, 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, may have provided advice or
investment services to such companies and investments or related investments, as may be mentioned in this report.

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 may, from time to time maintain a long or short position in securities referred to herein, or in related futures or options,
purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing.
Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between US dollars
and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return 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 persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise
hold an interest, 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 limited to its officers, directors, employees or persons involved in the issuance of this
report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or
persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of
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 herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any
particular person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from a
professional and financial adviser regarding the legal, business, financial, taxand other aspectsincluding 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 in any of such products.

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities
Research may determine in its absolute discretion.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the report contains 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 research house) in Singapore at 250 North
Bridge Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any mattersarising from, or in connection
with, the analyses or reports; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an accredited investor,
expert investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.
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