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Banks' share price surges

SINGAPORE | BANKING & FINANCE | UPDATE

= December’s 3M-SORA was down 15bps MoM to 3.14%, the lowest since Jan 2023 OVERWEIGHT (Maintained)
and 15bps lower than the 4Q24 average. We expect the 3M-SORA to decline in
tandem with the Fed Rate cuts of 100bps. Banks rallied 34% in 2024 from strong  DBS Group Holdings
results, lowered rate cut expectations, and possibly higher dividends/share ACCUMULATE (Maintained)
buybacks.

. . . . BLOOMBERG CODE DBS SP
»  Singapore loans grew 3.3% YoY in November, reaching a 26-month high. We
. . ) LAST TRADED PRICE SGD 44.13
expect low-single-digit growth for 2024. The CASA balance rose slightly to fell FORECAST DIV GD 216
slightly to 18.3% (Oct24: 18.6%). We expect CASA to climb as T-bill rates continue ‘
. TARGET PRICE SGD 44.70
to decline. \
= Maintain OVERWEIGHT. Banks' share price surged 34% in 2024 from strong DIVIDEND YIELD 4.89%
TOTAL RETURN 6.19%

results and lowered rate cut expectations, which will soften the decline in NIl and
NIM. With lower rate cut expectations going into FY25 and a rising yield curve, Oversea-Chinese Banking Corp
the banks can earn more interest on loans than deposits, boosting NIl and NIMs.  ACCUMULATE (Maintained)

With the rise in trading volumes, capital markets have become more buoyant for 5 o vserc cone OCBC 5P
4Q24, and the banks' trading income could be further benefited. Furthermore, |\« 1rapED PRICE $GD 1710
the contianed double-.digit growth i.n fee inque and a loan growth recovery will FORECAST DIV SGD 0.87
boost earn|.ng5. Tht'ere is further upside to d|V|den(.:|s'a?s the banks look to manage TARGET PRICE SGD 18.80
fexcess capital actively (¥SS2-4bn), and a possibility of share buybacks will DIVIDEND YIELD 5.09%
improve ROE and EPS.

TOTAL RETURN 15.03%
3M-SORA continues decline, 3M-HIBOR inches up United Overseas Bank Limited
Singapore interest rates were down 15bps to 3.14% in December, the lowest since ACCUMULATE (Maintained)

January 2023. Furthermore, December’s 3M-SORA fell by 60bps YoY and was 15bps BLOOMBERG CODE uoB SP
lower than the 4024 3M-SORA average of 3.29% (3Q24: 3.59%). This is the largest Yoy ~ AST TRADED PRICE SGD 36.82
decline since March 2021. We expect the 3M-SORA to continue declining as more Fed ~ FORECASTDIV SGD 1.90
rates come in. TARGET PRICE SGD 39.70

DIVIDEND YIELD 5.16%
Hong Kong interest rates inched up in December. The 3M-HIBOR was up 4bps MoM  TOTAL RETURN 12.98%

to 4.36%, reversing the 5bps decline in November. However, December’s 3M-HIBOR  Glenn Thum (+65 6212 1851)
dipped by 102bps YoY but is 2bps higher than the 4Q24 3M-HIBOR average of 4.34%  Senior Research Analyst
(Figure 1). We still expect the 3M-HIBOR to trend downwards following the Fed rate  glennthumjc@phillip.com.sg

cuts.
List of Abbreviations:

Figure 1: Interest rates continue declining NIM — Net Interest Margin
SIBOR - Singapore Interbank Offer Rate
Fed Fund Rates (FFR) vs. 3M-HIBOR vs. 3M-SORA SOR — Swap Offer Rate
6.00 HIBOR — Hong Kong Interbank Offer Rate

DDAV — Derivatives Daily Average Volume

5.00 SDAV - Securities Daily Average Value
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Singapore loan growth recovers steadily

Overall, loans to Singapore residents—which capture lending in all currencies to
Singaporeans—rose by 3.3% YoY in November to S$819bn. This is a 26-month high for
loan growth and an increase from the previous month’s growth of 2.7%. We expect
low-single-digit growth for 2024 as loan growth is expected to recover further from
the expected rate cuts going into 4Q24. The banks are guiding low single-digit loan
growth in 2024.

Business loans rose by 3.3% YoY in November. Loans to the building and construction
segment, the single largest business segment, rose 4.7% YoY to S$177bn, the largest
increase since August 2022, while loans to the manufacturing segment fell 7% YoY in
November to S$20bn.

Consumer loans grew 3.4% YoY in November to S$323bn, the eleventh consecutive
YoY increase recorded since December 2023. Housing loans, which comprise ~70% of
consumer lending, grew 2.6% YoY in November to $5231bn.

Total deposits and balances—which include deposits in all currencies made by non-
bank customers—grew by 5.2% YoY in November to S$1,887bn. In the Current
Account and Savings Account, or CASA, the proportion fell slightly to 18.3% (Oct24:
18.6%) of total deposits or S$346bn. We expect the CASA ratio to increase as the
higher-interest fixed deposits mature and funds get shifted back to CASA.

Figure 3: Singapore loan growth at 26-month high
Total Loans (S$'mn) vs YoY Growth (%)
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Hong Kong loan growth dips again

Hong Kong’s domestic loan growth declined 3% YoY and was flat MoM in November.
The YoY decline was smaller than October’s YoY decline of 4%, while YTD24 is down
2%. Loan growth has continuously declined YoY since June 2022 from a decline in
mainland-China related lending and weak demand for offshore lending due to lower
onshore interest rates.

Figure 4: Hong Kong loan growth down
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Figure 2: Singapore loans growth

2023/2024 Loans growth (YoY)
November 24 3.34%
October 24 2.72%
September 24 2.70%
August 24 1.92%
July 24 1.88%
June 24 0.54%
May 24 -0.26%
April 24 1.50%
March 24 1.37%
February 24 -0.28%
January 24 -1.59%
December 23 -2.44%

Source: CEIC, PSR
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Securities and derivatives volume growth softens

SDAV inched up 2% YoY to S$954mn in December (Figure 5), while DDAV grew 5% YoY
to $$1.09mn. While volume growth has remained positive for the last month of 2024,
it has declined from the Sep to Nov 2024 surge. The VIX, a market index that measures
the implied volatility of the S&P 500 Index, averaged 15.9 in December, similar to that
in November. Volatility dipped after the US Elections and has returned to a more
normalised level.

The top four equity index futures turnover rose by 4% YoY in November to 11mn
contracts (Figure 6), mainly due to higher FTSE China A50 Index Futures trading
volumes. However, the FTSE China A50 Index Futures dipped 12% MoM, while the
Nikkei 225 Index Futures saw an increase of 38% MoM.

For 2H24, SDAV was up 32% YoY as the securities market was buoyed by increased
participation as Singapore’s benchmark stock index outperformed ASEAN.
Heightened volatility in August (Yen carry trade) and November (US Elections) also
boosted volumes. In addition, 2H24 DDAV was up 21% YoY as the U.S. Federal Reserve
cut interest rates and China’s policymakers introduced new stimulus measures. More
global investors accessed opportunities across equities, FX, and commaodities on SGX,
driving record volume for key derivative contracts.

We expect a continued recovery in SGX’s Equities—Cash and Equities—Derivatives
revenue for 1HFY25 as trading volume has improved. This could result in 1HFY25
Equities revenue increasing by ~16% YoY and adding ~S$50mn to revenue. SGX will
announce its 1HFY25 results before the market opens on 6 Feb 2025.

Figure 5: 12 Months SDAV and DDAV

SDAV Yoy DDAV Yoy

($mn) (mn)
December 24 954 2% 1.09 5%
November 24 1,436 51% 1.27 23%
October 24 1,224 36% 1.58 48%
September 24 1,447 67% 1.45 35%
August 24 1,370 29% 1.13 9%
July 24 1,153 14% 1.04 7%
June 24 1,108 -6% 1.16 13%
May 24 1,270 23% 1.14 16%
April 24 1,212 25% 1.18 23%
March 24 1,190 -2% 1.19 14%
February 24 1,252 13% 1.26 24%
January 24 935 -19% 1.14 5%

Source: SGX, Bloomberg, PSR

Figure 6: Turnover of top four equity index futures contracts rise

No. of contracts Dec-23 Dec-24 YoY
FTSE China A50 Index Futures 7,484,685 8,545,330 14%
Nikkei 225 Index Futures 1,061,689 676,590 -36%
MSCI Singapore Index Futures 1,094,631 1,013,857 -7%
FTSE Taiwan Index Futures 1,314,924 1,142,771 -13%
Sub-total 10,955,929 11,378,548 +4%

Source: SGX, Bloomberg, PSR

Singapore Banks Performance

The three local banks' share price performance was muted in December 2024, rising
only ~2%. However, for 2024, the banks’ share price showed registered record
increase of ~34%; DBS was the strongest, with an increase of 45%, while OCBC and
UOB rose similarly by 28% (Figure 7). The strong performance was due to a strong set
of results across the board, compounded by a Trump win, which lowered rate cut
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expectations. The banks will benefit from elevated interest rates as the decline of the
NIl and NIM will come in lower than expected while fee income continues to grow at
double digits. Furthermore, the banks’ excess capital of “5$2-4bn has hinted at active
capital management, which could mean share buybacks and/or higher dividends.

Figure 7: Bank share price surges ~34% in 2024

PSR Performance
D
BEGTIohe, Singapore Last Price Recommendation Target Price Unside Yie“I’d YTD 3 Month 1Month
Banks  (59) ($) i - %
6
DBS SP EQUITY  DBS 43.91 ACCUMULATE 44.70 2% 4.8 44.6 44.6 15.4 35
OCBC SP EQUITY OCBC 16.67 ACCUMULATE 18.80 13% 5.2 28.2 28.2 10.4 24
UOB SP EQUITY  UOB 36.43 ACCUMULATE 39.70 9% 4.7 28.0 28.0 13.2 0.2

Source: Bloomberg, PSR

Steepening yield curve benefits banks

An inverted yield curve occurs when yields on short-term bonds rise above those on
longer-term bonds of the same credit quality. This can be observed when the yield
spread between long-term yield (10Y Treasury) and short-term yield (1Y Treasury) is
less than zero (Figure 8). An inverted yield curve has been occurring for several years,
but we are finally seeing a normalisation, and the yield spread has gone above zero
since the beginning of 2025.

The steepening of the yield curve benefits banks as banks typically borrow money at
short-term rates and lend at long-term rates. This means they can earn more interest
on loans than deposits, boosting NIl and NIMs. A steeper yield curve could also reduce
banks' interest rate risk, as the spread between short-term and long-term rates
provides a buffer against sudden changes in interest rates.

Figure 8: Yield curve finally begins to steepen

Treasury Yield Spread (10Y - 1Y)
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Source: Bloomberg, PSR

Singapore Banking News

=  On 19 December, the Association of Banks in Singapore (ABS) said that banks are
conducting a “thorough review” of their practices on the use of National
Registration Identity Card (NRIC) numbers. It also assured consumer banking
customers that NRIC numbers alone cannot be used to effect payment and fund
transfers.

=  On 13 December, UOB announced that Leong Yung Chee would take over as its
group chief financial officer (CFO) in April 2025, succeeding Lee Wai Fai. Leong
will immediately work alongside Lee as CFO-designate before officially assuming
the CFO role on 22 April 2025. Lee, who has been with UOB since 1989 and was
appointed group CFO in 2005, will continue to oversee UOB Corporate Real Estate
and Services function and UOB Asset Management after he steps down.
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= On 12 December, it was reported that OCBC told some international clients to
show proof of residence in the city-state to avoid having their accounts shut. This
signalled heightened scrutiny in the wake of a spate of money-laundering cases.
According to notices sent by consumer financial services, OCBC gave clients a
deadline to confirm they are Singapore residents with verified addresses or face
service restrictions that could lead to account closures.

=  On 9 December, DBS has announced two senior-level appointments, which will
take effect on 1 Jan 2025. The new appointments followed Tan Su Shan’s
appointment as group CEO, effective 28 March 2025. Under the new
appointments, Han Kwee Juan, the current Singapore Country Head, will be
taking over from Tan as the Group Head of Institutional Banking (IBG).
Meanwhile, Lim Him Chuan, who currently leads Strategy, Transformation,
Analytics & Research (GSTAR), will assume the position of Singapore Country
Head.

= On 5 December, the MAS and the ABS announced that two new payment
solutions will be launched in mid-2025 to support the transition to e-payments
for corporate and retail cheque users. These solutions will complement
Singapore's existing suite of e-payment modes, including PayNow, FAST, GIRO
and MEPS+. To allow corporates sufficient time to adopt these new solutions,
MAS and ABS have also announced a one-year extension of the deadline to cease
processing corporate cheques.

Investment Action

Maintain OVERWEIGHT. Banks' share price surged 34% in 2024 from strong results
and lowered rate cut expectations, which will soften the decline in NIl and NIM. With
lower rate cut expectations going into FY25 and a rising yield curve, the banks can
earn more interest on loans than deposits, boosting NIl and NIMs. With the rise in
trading volumes, capital markets have become more buoyant for 4Q24, and the
banks' trading income could be further benefited. Furthermore, the continued
double-digit growth in fee income and a loan growth recovery will boost earnings.
There is further upside to dividends as the banks look to manage excess capital
actively (~S$2-4bn), and a possibility of share buybacks will improve ROE and EPS.
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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

DB OCB OB
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) 44.70 18.80 39.70

Source: Bloomberg, PSR
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Figure 11: Peer Comparison — Singapore banks dividend yield the highest regionally

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 91,785 8.6 111 115 14 19 1.8 5.1 5.6 169 17.8 163 43.9 44.70 2%
0OCBC Accumulate 61,309 8.4 9.7 9.9 11 13 1.2 5.4 5.6 133 140 130 16.7 18.80 13%
uoB Accumulate 44,721 8.5 10.0 9.7 1.1 1.3 1.2 5.3 5.7 13.3 13.2 12.9 36.4 39.70 9%
Market Cap Weighted Average: 8.5 10.4 10.6 1.2 1.6 1.5 5.2 5.6 15.0 156 145
Indonesia
BCA Non-rated 73,892 238 217 199 4.8 4.5 4.1 2.9 3.2 21.0 215 214 9675 na na
MANDIRI Non-rated 32,960 10.3 9.4 8.7 2.2 1.9 17 6.3 6.6 224 208 206 5700 na na
BNI Non-rated 10,052 9.6 7.3 6.5 1.3 1.0 0.9 6.5 7.1 14.6 14.2 14.8 4350 na na
BANK BRI Non-rated 38,310 14.4 101 9.3 2.8 19 1.8 8.1 8.4 197 192 198 4080 na na
BANK BTN Non-rated 991 5.0 5.0 4.5 0.6 0.5 0.4 4.4 4.1 12.4 9.8 10.2 1140 na na
Market Cap Weighted Average: 17.6  15.2 14.0 3.5 3.0 2.8 5.1 5.5 205 202 203
Malaysia
AFFIN BANK Non-rated 1,555 12.0 13.5 12.4 0.4 0.6 0.6 2.8 3.1 3.7 4.3 4.6 29 na na
ALLIANCE BANK Non-rated 1,693 8.3 10.3 9.6 0.8 1.0 0.9 4.4 4.6 9.9 100 101 4.9 na na
AMMB HOLDINGS Non-rated 4,047 7.5 9.5 9.0 0.7 0.9 0.8 4.8 5.2 10.0 9.5 9.6 5.5 na na
BANK ISLAM Non-rated 1,260 9.0 10.2 9.3 0.7 0.8 0.7 6.0 6.5 7.8 7.4 8.1 2.5 na na
CIMB BANK Non-rated 19,667 8.9 112 107 0.9 1.2 11 5.6 5.3 107 112 112 8.2 na na
HONG LEONG BANK Non-rated 9,958 9.4 9.4 8.7 11 11 1.0 3.7 4.0 11.8 11.5 11.6 20.5 na na
MAYBANK Non-rated 27,636 115 123 117 11 13 1.2 6.0 6.3 104 105 10.6 10.2 na na
PUBLIC BANK Non-rated 19,748 125 125 119 15 15 14 4.5 4.8 127 125 124 4.5 na na
RHB Non-rated 6,321 8.3 9.3 8.8 0.8 0.9 0.8 6.3 6.4 9.4 9.5 9.4 6.5 na na
Market Cap Weighted Average: 104 114  10.8 11 1.2 1.2 5.2 5.4 108 109 11.0
Thailand
BANGKOK BANK Non-rated 8,423 7.2 6.6 6.4 0.6 0.5 0.5 4.9 5.0 8.1 8.1 7.9 151.0 na na
BANK OF AYUDHYA Non-rated 5,266 6.3 5.8 5.6 0.6 0.5 0.4 3.7 3.8 9.3 8.1 7.9 24.5 na na
KASIKORNBANK Non-rated 10,766 7.5 7.7 7.3 0.6 0.7 0.6 5.1 5.4 8.2 8.7 8.9 155.5 na na
KIATNAKIN BANK Non-rated 1,274 7.8 9.8 8.6 0.7 0.7 0.7 5.4 6.2 9.2 7.4 7.9 52.5 na na
KRUNGHTHAI Non-rated 8,576 7.0 6.9 6.8 0.6 0.7 0.6 5.0 5.3 9.4 10.1 9.7 21.0 na na
KRUNGHTHAI CARD Non-rated 3,767 15.4 17.3 16.1 3.1 3.2 2.9 2.7 29 21.8 19.8 18.9 50.0 na na
SCB X PCL Non-rated 11,561 8.2 9.6 9.0 0.7 0.8 0.8 8.2 8.6 9.3 8.6 9.0 117.5 na na
SRISAWAD Non-rated 1,843 111 121 111 2.1 19 17 2.0 2.6 186 168 16.3 41.8 na na
THANACHART BANK Non-rated 1,548 7.9 7.7 7.3 0.7 0.7 0.7 6.7 6.9 9.6 9.7 9.8 50.5 na na
TISCO Non-rated 2,305 109 115 117 1.9 1.8 1.8 7.8 7.9 171 161 156 98.5 na na
Market Cap Weighted Average: 8.2 8.6 8.2 0.9 0.9 0.9 5.5 5.7 104 101 100
Source: Bloomberg, PSR Extracted as of 31-Dec-24
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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 or implied
that such information or Research is 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’s own 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, 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 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 matters arising from, or in connection
with, the analyses or reports; and

(ii) 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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