Singapore Banking Monthly

Dividends jumped 39% with NIM boost

SINGAPORE | BANKING & FINANCE | UPDATE

July’s 3M-SORA was up 5bps MoM to 3.69% and 3M-HIBOR was up 26bps
MoM to 5.10%.

2Q23 bank earnings were slightly above expectations. PATMI rose 35%,
supported by NIl growth of 37% YoY. Guidance for FY23e NIMs (from 2.05-
2.20% to 2.10-2.20%) and loans growth (maintained at low to mid-single
digit). Interim dividend jumped 39% YoY in 1H23.

Singapore domestic loans dipped 5.02% YoY in June, below our estimates.
Loans were stable MoM, for the second time in 10 months. CASA balance
grew to 18.9% (May23: 18.8%), the first MoM growth in 16 months.
Maintain OVERWEIGHT. We remain positive on banks. Bank dividend yields
are attractive at ~6.0% with upside surprise in dividends due to excess capital
ratios and push towards higher ROEs. SGX is another major beneficiary of
higher interest rates (SGX SP, BUY, TP S$11.71).

3M-SORA growth flattish; 3M-HIBOR rebounds in July

Singapore interest rates picked up slightly in July. The 3M-SORA was up 5bps
MoM to 3.69%. July’s 3M-SORA surged by 265bps YoY, the smallest YoY growth
in eight months. July’s 3M-SORA is 7bps higher than the 2Q23 3M-SORA average
of 3.62%.

Hong Kong interest rates continued to surge and reversed the decline from 1Q23.
The 3M-HIBOR was up 26bps MoM to 5.10%, the highest the 3M-HIBOR has
reached since Dec 2022’s 3M-HIBOR of 5.29%. July’s 3M-HIBOR improved by
324bps YoY and was 82bps higher than 2023 3M-HIBOR average of 4.28% (Figure

1).

Figure 1: SORA growth flattish while HIBOR continues recovery in July

Fed Fund Rates (FFR) vs. 3M-HIBOR vs. 3M-SORA
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2Q23 RESULTS HIGHLIGHTS
1. Continued NIl and NIM growth boost earnings

DBS’ 2Q23 adjusted earnings of S$2.69bn were above our estimates, and 1H23  Figure 3: Banks’ guidance vs PSR estimates for
adjusted PATMI was 57% of our FY23e forecast. 2Q23 DPS is raised 33% YoY to FY23e
48 cents, bringing 1H23 dividend to 90 cents. We raise our FY23e DPS from S$1.68

to $51.86. NIl spiked 40% YoY to $$3.43bn due to a NIM surge of 58bps YoY to  Assumptions DBS PSR
2.16% despite loan growth dipping 2% YoY. Management spoke of an upside bias  \jn (%) Around 2.15% 2.15%
to NIM from its current levels and said that NIM will likely peak in 2H23, we could | 25 growth (%)  Low-single digit 2.0%
expect FY23e NIM at around 2.15%. Credit cost (bps) 10- 15 12

OCBC’s 2Q23 earnings of S$1.71bn were above our estimates and came from  Source: Company, PSR
higher net interest income and insurance income offset by lower fee income and
higher allowances. 1H23 PATMI was 53% of our FY23e forecast. 2Q23 DPS was
up 43% YoY to 40 cents. We raise our FY23e DPS from $50.80 to S$0.85. NIl grew
41% YoY led by NIM improvement of 55bps YoY to 2.26% despite loan growth

Assumptions OCBC PSR
NIM (%) Above 2.20% 2.22%

Low to Mid-single

remaining flat YoY. NIM expansion was mainly due to the continued and rapid Loans growth (%) digit & 2.0%
rise in interest rates during the year. OCBC has increased its NIM guidance for Credit cost (bps) Around 20 20
FY23e from 2.20% to above 2.20%. Source: Company, PSR
UOB’s 2Q23 adjusted earnings of S51.51bn were above our estimates due to
hlgher other non-lnterest. income and higher NIl offset by lower-than-expected ST UOB PSR
fee income growth and higher allowances. 1H23 adjusted PATMI was 54% of our

. NIM (%) 2.10-2.15% 2.11%
FY23e forecast. 2Q23 DPS was up 42% YoY to 85 cents. We raise our FY23e DPS Low to Mid-sinele
from S$1.65 to S$1.75. NIl grew 31% YoY, despite a decline in loans growth of 1% Loans growth (%) digit J 1.0%

. o .

YoY, while NIM surged 45bps YoY to 2.12% but declined 2bps QoQ due to excess Credit cost (bps) Around 25 27

liquidity deployed to high-quality assets. UOB has maintained its loan growth
guidance of low to a mid-single digit and NIM to stay around current levels for
FY23e.

Source: Company, PSR

2. Allowances higher across the board

DBS’ 2Q23 total allowances were higher 57% YoY due to SPs increasing by 65%
YoY offset by higher GP write-back of SS42mn for the quarter (2Q22: write-back
of S$23mn). Resultantly, 2Q23 credit costs rose by 2bps YoY to 10bps.
Nonetheless, the NPL ratio declined to 1.1% (2Q22: 1.3%) as new NPA formation
fell by 39% YoY. GP reserves rose slightly to $$3.80bn.

OCBC’s management set aside 31bps of credit cost for 2Q23 (1Q23: 12bps), the
second highest in six quarters, even though asset quality is still benign, with new
NPAs during the quarter only at $5289mn (1Q23: S$174mn) and NPL ratio at
1.1%. 2Q23 total allowances rose 250% YoY mainly due to an increase in GPs,
which were mainly set aside for changes in risk profiles, macro-economic
variables updates and management overlays (40% of GP or ~S$1bn).

UOB'’s total allowances rose by 38% YoY to $$238mn mainly due to specific
allowances increasing by 22% YoY to $$202mn largely due to a major Thailand
corporate account and general allowance of S$36mn (2Q22: SS7mn). This
resulted in credit costs increasing by 8bps YoY to 30bps. Management said that
the major Thailand corporate account is in the manufacturing sector and was hit
by fraud, for which they had to fully provide for, nonetheless, they do not see any
systemic risk from this account.
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Figure 2: Continued NIl and NIM growth boost earnings in 2Q23

2Q23 vs. 2Q22 DBS OCBC uoB
NIM 2.16% 2.26% 2.12%
(+58bps) (+55bps) (+45bp)
NII +40% +41% +31%
Net fees & commissions +7% -10% -8%
Less: General provisions (SS$) -42mn 200mn 36mn
NPL ratio 1.1% (-20bps)  1.1% (-20bps)  1.6% (-10bps)
NPA coverage 127% 131% 99%
Common Equity Tier-1 14.1% 15.4% 13.6%
Interim dividend per share 48 cents 40 cents 85 cents
P (+33%) (+43%) (+42%)

Source: Company, PSR

Singapore loans growth decline increased in June

Figure 4: YTD Singapore loans growth

Overall loans to Singapore residents —which captured lending inall currencies to  2022/2023 Loans growth (YoY)

residents in Singapore —fell by 5.02% YoY in June to $$799bn. This was below our ~jjne -5.02%

estimate of low to mid-single digit growth for 2023 as the rise in interest rates May -4.88%

started to be fully felt by consumers, nonetheless, it was stable MoM, the second April -5.86%

in 10 months. March -3.98%

Business loans fell by 6.92% YoY in June. Loans to the building and construction ~ February -3.10%

segment, the single largest business segment, fell 1.36% YoY to S$171bn, while  January -1.89%

loans to the manufacturing segment fell 19.25% YoY in June to $$23.7bn. December -0.30%
November 0.67%

Consumer loans were down 1.85% YoY in June to S$310bn, as dips in other October 2.13%

segments were offset slightly by strong loan demand in the housing segment.
Housing loans, which make up ~70% of consumer lending, grew 1.18% YoY in June
to $$223bn for the month.

Total deposits and balances — which captured deposits in all currencies to non-
bank customers —grew by 3.62% YoY in June to S$1,756bn. The Current Account
and Savings Account, (or CASA) ratio grew to 18.9% (May23: 18.8%) of total
deposits, or $$333bn, CASA ratio grew MoM for first time in 16 months.

Hong Kong loans growth continues to decline

Hong Kong’s domestic loans growth declined 4.20% YoY and declined 0.03%
MoM in June. The YoY decline in loans growth for June was lower than the decline
of 4.33% in May 2023, while the MoM decline of 0.03% was lower than the
decline of 0.63% in May 2023.

Figure 5: Hong Kong loans growth dips further in June
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Volatility fell as the market continues to recover from turmoil

Preliminary SDAV for July rose 13% YoY to $1,014mn (Figure 4), the largest YoY
increase since Feb 2022 as market sentiment started to improve. The VIX
averaged 13.9 in July, down slightly from 14.0 in the previous month, and the
DDAV fell 6% YoY to 1.03mn in June, but up 5% MoM from 0.98mn in June.

The top four equity index futures turnover saw a slight dip of 3.5% YoY in July to
11.04mn contracts (Figure 5), due to the lower trading volumes of its Nikkei 225
Index Futures and FTSE China A50 Index Futures. Notably, the MSCI Singapore
Index Futures increased 13.7% MoM, with the Nikkei 225 Index Futures showing
the biggest decline MoM of 40.3%.

Figure 6: YTD SDAV and DDAV

SDAV DDAV

) YoY () YoY
July 1,014 13% - -
June 1,174 1% 1.03 -6%
May 1,032 -31% 0.98 -13%
April 969 -24% 0.96 -12%
March 1,216 -22% 1.04 -11%
February 1,105 -33% 1.01 -5%
January 1,159 -4% 1.08 +6%
December 935 10% 0.92 +8%
November 1,239 -8% 1.09 +27%
October 1,154 0% 1.22 +23%
September 1,171 -5% 1.05 +2%
August 1,105 -12% 0.92 +2%

Source: SGX, Bloomberg, PSR

Figure 7: Turnover of top four equity index futures contracts down slightly YoY

P PhillipCapital

No. of contracts Jul-22 Jul-23 YoY
FTSE China A50 Index Futures 7,826,742 7,418,652 -5.2%
Nikkei 225 Index Futures 1,106,121 961,941 -13.0%
MSCI Singapore Index Futures 1,127,196 1,174,471 4.2%
FTSE Taiwan Index Futures 1,381,739 1,482,793 7.3%
Sub-total 11,441,798 11,037,857 -3.5%

Source: SGX, Bloomberg, PSR

Singapore Banking News

= On 19 July, the two digital banks in Singapore, GXS Bank (Grab and Singtel)
and MariBank (Sea) said that they will be raising their savings deposit cap to
SS75k per account. GXS has also opened its flagship savings account to new
customers on a first-come, first-served basis while MariBank will be opening
up to more customers in the coming weeks.

= On 28 July, MAS announced plans to do away with cheques, starting with
corporate cheques by end-2025 while individuals will still be able to use
cheques “for a period” after 2025. At least seven banks — DBS, UOB, OCBC,
Citibank, HSBC, Maybank and Standard Chartered — will start imposing fees
on cheque issuers, both corporates and individuals, by 1 Nov.

=  On 4 August, OCBC customers will be able to use the bank’s digital app to
make retail payments to UnionPay QR-enabled merchants in 47 markets via
their OCBC Singapore bank accounts. They will not need to download, set up,
and fund third-party payment apps, and payments will be made directly from
customers’ OCBC Singapore accounts with no additional fees or charges.
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Investment Action

Maintain OVERWEIGHT. We remain positive on banks. Bank dividend yields are
attractive with upside surprises due to excess capital ratios and a push towards
higher ROEs. Stable economic conditions and rising interest rates remain
tailwinds for the banking sector. SGX is another beneficiary of higher interest
rates.

Figure 8: Banks’ 5-year historical P/B

Historical P/B
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Source: Bloomberg, PSR

Figure 9: Banks’ target P/B

DB OCB OB
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 14.96 35.70

Source: Bloomberg, PSR
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Figure 10: 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 66,054 10.7 9.0 9.1 15 1.5 14 5.6 6.1 14.3 17.1 15.9 34.4 41.60 21%
0OCBC Buy 43,636 9.6 8.3 8.3 1.0 1.1 1.0 6.2 6.3 10.9 13.0 12.4 13.0 14.22 9%
uoB Accumulate 36,028 114 85 8.1 13 11 1.0 5.9 6.1 111 131 129 28.9 35.70 24%
Market Cap Weighted Average: 10.5 8.6 8.6 1.3 1.2 1.2 5.8 6.2 125 149 141
Indonesia
BANK CENTRAL ASI Non-rated 75,346 25.9 23.7 21.9 4.8 4.6 4.2 24 2.7 19.2 20.5 20.0 9275 na na
BANK MANDIRI Non-rated 36,134 11.2 11.2 10.1 2.0 2.1 1.9 4.9 5.5 19.0 20.0 20.2 5875 na na
BANK NEGARA INDO Non-rated 11,060 9.4 7.9 7.0 13 1.1 1.0 4.3 5.1 14.1 14.8 15.0 9000 na na
BANK RAKYAT INDO Non-rated 56,928 146 146 131 2.5 2.6 2.5 5.1 5.8 174 187 196 5700 na na
BANK TABUNGAN NE Non-rated 1,212 4.7 5.3 4.8 0.6 0.6 0.6 3.4 3.5 12.9 11.8 121 1310 na na
Market Cap Weighted Average: 18.3 17.3 15.7 33 33 3.0 3.8 4.4 18.2 19.4 19.6
Malaysia
AFFIN BANK BHD Non-rated 1,004 82.9 8.1 7.1 0.4 0.4 0.4 5.7 6.4 11.5 4.8 5.3 2.0 na na
ALLIANCE BANK Non-rated 1,192 7.8 7.7 7.3 0.8 0.8 0.7 6.4 6.8 10.3 10.1 10.3 3.5 na na
AMBANK HLDG BHD Non-rated 2,719 6.9 7.2 6.9 0.7 0.6 0.6 5.0 5.3 9.9 9.3 9.1 3.8 na na
BANK ISLAM MALAY Non-rated 1,054 11.9 9.2 8.5 0.9 0.7 0.6 5.9 6.3 7.5 7.4 7.8 2.1 na na
HONG LEONG BANK Non-rated 9,347 12.7 10.6 10.0 14 1.2 1.1 33 3.7 10.9 12.1 12.0 19.7 na na
MALAYAN BANKING Non-rated 23,582 12.6 11.4 10.9 1.2 1.2 1.2 6.8 7.2 9.6 10.6 10.8 8.9 na na
PUBLIC BANK BHD Non-rated 17,582 13.7 117 113 1.7 15 14 44 4.5 124 131 128 4.1 na na
RHB BANK BHD Non-rated 5,312 8.9 7.8 7.5 0.9 0.8 0.8 7.3 7.6 9.5 10.2 10.1 5.7 na na
Market Cap Weighted Average: 13.4  10.7 10.2 1.3 1.2 1.1 5.5 5.8 106 11.3 112
Thailand
BANGKOK BANK PUB Non-rated 9,494 9.6 8.2 7.5 0.6 0.6 0.6 3.6 4.0 5.9 7.6 7.9 173.0 na na
BANK AYUDHYA PCL Non-rated 6,767 7.4 7.0 6.6 0.7 0.6 0.6 3.5 3.7 9.3 9.5 9.2 32.0 na na
KASIKORNBANK PCL Non-rated 8,413 9.8 7.2 6.4 0.7 0.6 0.5 3.8 4.2 7.3 7.9 8.2 123.5 na na
KIATNAKIN PHATRA Non-rated 1,345 8.2 6.6 6.0 11 0.8 0.7 6.2 6.9 14.0 11.8 12.2 55.3 na na
KRUNG THAI BANK Non-rated 8,117 7.3 7.2 6.9 0.7 0.7 0.7 4.3 4.6 9.2 9.9 9.8 20.2 na na
KRUNGTHAI CARD P Non-rated 3,466 215  16.2 14.9 4.9 3.4 3.0 2.6 2.8 243 222 211 46.8 na na
SCBX PCL Non-rated 10,842 9.6 8.6 8.0 0.8 0.8 0.7 5.7 5.9 8.3 9.3 9.5 112.0 na na
SRISAWAD CORP PC Non-rated 1,806 15.0 12.3 10.6 2.7 2.2 1.9 3.8 4.3 17.8 18.6 19.5 45.8 na na
THANACHART CAPIT Non-rated 1,515 8.5 9.4 8.8 0.7 0.8 0.8 6.3 6.4 7.9 8.5 8.6 50.3 na na
TISCO FINANCIAL Non-rated 2,296 11.0 10.8 10.3 19 1.8 1.8 7.9 8.2 17.2 17.1 17.6 99.8 na na
Market Cap Weighted Average: 10.0 8.6 7.9 11 0.9 0.9 4.4 4.7 9.8 10.4 10.5
Source: Bloomberg, PSR Extracted as of 7-Aug-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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