Singapore Banking Monthly

DBS gets the ball rolling

SINGAPORE | BANKING & FINANCE | UPDATE

= January’s 3M-SORA was down 19bps MoM to 2.95%, the lowest since Nov 2022
and 34bps lower than the 4Q24 average, reflecting the Fed Rate cuts. Bank share
price performance was muted (+3%) in Jan 2025 as investors waited on the
sidelines for 4Q24 results.

=  DBSannounced 4Q24 results on 10 February, which met our estimates. The main
highlight was the capital return initiative (24 cents annual DPS increase, 15 cents
capital return dividend per quarter, and S$3bn share buyback) and a ~6.7%
dividend yield (including 15 cents capital return dividend).

= Maintain OVERWEIGHT. 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 in FY25. 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.

3M-SORA and 3M-HIBOR decline again

Singapore interest rates were down 19bps to 2.95% in January, the lowest since
November 2022. Furthermore, January’s 3M-SORA fell by 74bps YoY and was 34bps
lower than the 4Q24 3M-SORA average of 3.29% (3Q24: 3.59%). This is the most
significant YoY decline since January 2021. We expect the 3M-SORA to continue
declining as more Fed rates come in.

Hong Kong interest rates were back down in January. The 3M-HIBOR dipped 36bps
MoM to 3.99%, more than reversing the 4bps increase in December. January’s 3M-
HIBOR dipped by 83bps YoY and is 35bps lower than the 4Q24 3M-HIBOR average of
4.34% (Figure 1). We expect the 3M-HIBOR to trend downwards following the Fed
rate cuts.

Figure 1: Interest rates continue declining

Fed Fund Rates (FFR) vs. 3M-HIBOR vs. 3M-SORA
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DBS Group Holdings
ACCUMULATE (Maintained)

BLOOMBERG CODE DBS SP
LAST TRADED PRICE SGD 45.40
FORECAST DIV SGD 3.00
TARGET PRICE SGD 46.90
DIVIDEND YIELD 6.61%
TOTAL RETURN 9.91%

Oversea-Chinese Banking Corp
ACCUMULATE (Maintained)

BLOOMBERG CODE OCBC SP
LAST TRADED PRICE SGD 17.67
FORECAST DIV SGD 0.87
TARGET PRICE SGD 18.80
DIVIDEND YIELD 4.92%
TOTAL RETURN 11.32%

United Overseas Bank Limited
ACCUMULATE (Maintained)

BLOOMBERG CODE UOB SP
LAST TRADED PRICE SGD 38.46
FORECAST DIV SGD 1.90
TARGET PRICE SGD 39.70
DIVIDEND YIELD 4.94%
TOTAL RETURN 8.16%
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Singapore loan growth reaches mid-single-digit

Overall, loans to Singapore residents—which capture lending in all currencies to
Singaporeans—rose by 5.2% YoY in December to $$835bn. This is a 27-month high for
loan growth and an increase from the previous month’s growth of 3.3%. It surpassed
our low-single-digit growth estimate for 2024. We expect mid-single-digit loan growth
for 2025 as loan growth is expected to recover further from more rate cuts going into
the year. The banks are guiding mid-single-digit loan growth in 2025.

Business loans rose by 6.2% YoY in December. Loans to the building and construction
segment, the single largest business segment, rose 4.3% YoY to S$176bn, the second
largest increase since August 2022, while loans to the manufacturing segment fell 4%
YoY in December to SS22bn.

Consumer loans grew 3.6% YoY in December to $$324bn, the 12" consecutive YoY
increase recorded since December 2023. Housing loans, which comprise ~70% of
consumer lending, grew 2.8% YoY in December to $$232bn.

Total deposits and balances—which include deposits in all currencies made by non-
bank customers—grew by 7% YoY in December to S51,916bn. The Current Account
and Savings Account, or CASA, proportion rose slightly to 18.6% (Nov24: 18.3%) of
total deposits or $$355bn. 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 27-month high
Total Loans (S$'mn) vs YoY Growth (%)
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Hong Kong loan growth decline flattens

Hong Kong’s domestic loan growth declined 3% YoY and inched up 0.3% MoM in
December. The YoY decline was similar to November’s YoY decline of 3%. Loan growth
has continuously declined YoY since June 2022, from a decrease in mainland-China-
related lending and weak demand for offshore lending due to lower onshore interest
rates.

Securities and derivatives volume growth rise

In January, SDAV grew 11% YoY to S$1,042mn (Figure 5), while DDAV grew 9% YoY to
$$1.24mn. Volume growth started strongly in 2025 and increased from the previous
month’s growth of 2%/5% for SDAV/DDAV. The VIX, a market index that measures the
implied volatility of the S&P 500 Index, averaged 16.8 in January, higher than
December’s 15.9. We believe the heightened volatility will continue in 2025 from a
Trump administration, which would continue to grow both SDAV and DDAV.

The top four equity index futures turnover fell by 12% YoY in January to 11mn
contracts (Figure 6), mainly due to lower Nikkei 225 Index Futures and FTSE Taiwan

Figure 2: Singapore loans growth
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Index Futures volumes. However, the FTSE Taiwan Index Futures volumes rose 18%
MoM, while the Nikkei 225 Index Futures dipped by 29% MoM.

SGX announced their 1HFY25 results on 6 February. Both revenue and earnings were
above our estimates as FICC grew 14% YoY, led by continued growth in commodity
and currency derivatives volumes, higher OTC FX revenue, and a recovery in listing
revenue. Equities revenue recovered (+21% YoY) from a turnaround in SDAV and
equity derivatives volumes, while fees remained stable. We expect SGX to maintain
stable growth from their OTC FX business pillars and currency derivatives volumes and
benefit from operating leverage. Heightened volatility surrounding the Trump
administration and Singapore’s standing as a flight-to-safety venue in Asia will
continue to boost volumes in 2025.

Figure 4: 12 Months SDAV and DDAV

SDAV Yoy DDAV Yoy

($mn) (mn)
January 25 1,042 11% 1.24 9%
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%

Source: SGX, Bloomberg, PSR

Figure 5: Turnover of top four equity index futures contracts dip

No. of contracts Jan-24 Jan-25 YoY

FTSE China A50 Index Futures 9,400,967 8,489,185 -9.7%
Nikkei 225 Index Futures 828,149 479,498 -42.1%
MSCI Singapore Index Futures 1,144,516 1,053,185 -8.0%
FTSE Taiwan Index Futures 1,590,290 1,342,402 -15.6%
Sub-total 12,963,922 11,364,270 -12.3%

Source: SGX, Bloomberg, PSR

Singapore Banks Performance

The three local banks' share price performance was muted in January 2025, rising only
~3% (Figure 7). The muted performance was due to investors waiting on the sidelines
before the 4Q24 results were announced. The banks’ excess capital of ~S$2-4bn
points towards active capital management, which could mean share buybacks and/or
higher dividends. Being the first to release 4Q24 results, DBS has started the ball
rolling with a capital return dividend of 15 cents/quarter for FY25.

Figure 6: Bank share price up slightly in January 2025

PSR Performance
Di
BBG Ticker Singapore Last Price Recommendation Target Price Unside Yi:lld 1Year YTD 3 Month 1 Month
Banks  (§) (s8) P o R O (O N
b
DBS SP EQUITY  DBS 45.48 ACCUMULATE 46.90 3% 4.6 53.9 2.0 15.4 2.0
OCBCSP EQUITY OCBC 17.71 ACCUMULATE 18.80 6% 4.9 35.0 43 14.5 43
UOBSP EQUITY  UOB 38.49 ACCUMULATE 39.70 3% 45 32.2 32 16.6 3.2

Source: Bloomberg, PSR
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DBS starts the “capital return” ball rolling

DBS kicked off the Singapore banks’ results season and announced 4Q24 results on
10 February. Results aligned with our estimates as NIl and non-interest income led
growth for the quarter. The main highlight was dividends and capital returns, as 4Q24
DPS rose 22% YoY to 60 cents and full-year FY24 DPS at 5$2.22 (+27% YoY). DBS has
committed to a three-year plan to manage down excess capital by 1) maintaining the
annual 24cents dividend increment (6cents per quarter), 2) a Capital Return dividend
of 15cents per quarter for FY25e, and 3) a SS3bn share buyback programme (no
details provided on the timeline yet). The new capital return dividend would increase
FY25e DPS to S$3.00 (+35% YoY) and a dividend yield of 6.7% (based on the S$45 share
price) while the S$3bn share buyback program would reduce the fully phased-in CET-
1 ratio by 80bps when completed.

We expect OCBC and UOB to follow suit with some form of capital returns, either a
share buyback programme, additional or special dividends, or both. UOB had
previously announced a share buyback program and management’s indication to be
“more aggressive in capital management”, while OCBC hinted at returning excess
capital (160bps or ~SS4bn of CET1) to shareholders but will only do so in the medium
term (~3 years). UOB will announce results on 19 February and OCBC on 26 February.

Singapore Banking News

= On 26 January, it was reported that digital wholesale bank Anext has appointed
a new boss to replace outgoing chief executive Toh Su Mei. Mr. Qiu Kai, its deputy
chief executive officer, and chief technology officer, assumed the role of CEO-
designate on Jan 24 as Ms. Toh stepped down after leading the Singapore firm—
a wholly owned subsidiary of Ant International—for almost four years.

= On 24 January, the Monetary Authority of Singapore (MAS) loosened its
monetary policy, the first such move since 2020, saying it expects inflation and
growth to be slower than it initially forecast this year. MAS, which manages
monetary policy by targeting the exchange rate rather than interest rates, said it
would reduce slightly the slope of the policy band known as SSNEER, or the
Singapore dollar nominal effective exchange rate. It said there would be no
change to the width of the policy band or the level at which it is centred. "This
measured adjustment is consistent with a modest and gradual appreciation path
of the SSNEER policy band that will ensure medium-term price stability," MAS
said.

= On 7 January, parliament passed a new law providing the police with powers to
order banks to restrict the banking transactions of potential scam victims. The Bill
will allow specified officers, including those from the police and Commercial
Affairs Department, to issue restriction orders to banks if there is reasonable
belief that account holders will be making transfers to scammers. These
restriction orders will suspend money transfers, ATM facilities, and all credit
facilities, although individuals will still be provided access to their monies for daily
living expenses.

= On 7 January, it was reported that OCBC had become the first bank in Singapore
to launch the sale of bespoke tokenised bonds to corporate accredited investors
(corporate Als), which are corporations with net assets exceeding 5510 million.
The tokenised bonds, which reference investment-grade bonds, are structured
based on the client’s desired tenor and yield. They are then minted and
transferred to the client’s wallet, which is created on OCBC’s asset tokenisation
platform.
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Investment Action

Maintain OVERWEIGHT. 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 in FY25.
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.

Figure 7: Banks’ 5-year historical P/B
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Figure 8: 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) 46.80 18.80 39.70

Source: Bloomberg, PSR
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Figure 9: 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 96,164 11.0 116 113 1.8 19 1.8 6.3 6.5 173 164 16.2 45.4 46.90 3%
0OCBC Accumulate 59,167 8.4 104  10.5 11 14 13 5.1 5.3 133 139 130 17.7 18.80 6%
uoB Accumulate 47,801 8.5 10.7  10.2 11 1.4 13 5.1 5.3 133 131 130 38.5 39.70 3%
Market Cap Weighted Average: 9.7 11.0 10.8 14 1.6 1.5 5.7 5.9 15.2 149 14.5
Indonesia
BCA Non-rated 71,037 217 195 181 4.5 4.0 3.7 3.4 3.7 21.7 215 214 9375 na na
MANDIRI Non-rated 31,123 9.5 8.6 7.9 1.9 1.6 15 6.9 7.4 205 199 199 5425 na na
BNI Non-rated 10,775 7.6 7.4 6.7 1.0 1.0 0.9 7.0 8.2 13.7 14.2 14.5 4700 na na
BANK BRI Non-rated 38,567 10.2 10.2 9.1 19 19 1.8 83 89 19.1 18.9 20.0 4140 na na
BANK BTN Non-rated 867 5.3 4.1 3.6 0.5 0.4 0.4 4.5 7.9 9.5 100 104 1005 na na
Market Cap Weighted Average: 15.2  14.0 129 31 2.7 2.6 5.6 6.1 202 199 20.2
Malaysia
AFFIN BANK Non-rated 1,500 120 129 119 0.4 0.6 0.5 2.9 3.2 3.7 4.3 4.6 2.8 na na
ALLIANCE BANK Non-rated 1,859 83 113 10.6 0.8 11 1.0 4.0 4.3 9.9 9.9 10.1 53 na na
AMMB HOLDINGS Non-rated 4,298 7.5 10.0 9.5 0.7 0.9 0.9 4.6 5.0 10.0 9.5 9.6 5.8 na na
BANK ISLAM Non-rated 1,284 9.0 10.4 9.7 0.7 0.8 0.7 5.8 6.2 7.8 7.4 7.7 2.5 na na
CIMB BANK Non-rated 20,173 8.9 11.5 109 0.9 1.2 1.2 5.5 5.3 107 111 112 8.4 na na
HONG LEONG BANK Non-rated 9,943 9.4 9.4 8.7 11 11 1.0 3.7 4.0 11.8 115 116 20.4 na na
MAYBANK Non-rated 28,380 11.5 12.6 12.1 11 13 13 5.9 6.1 10.4 10.4 10.5 10.5 na na
PUBLIC BANK Non-rated 19,553 125 12.4 11.8 15 1.5 1.4 4.6 4.8 12.7 12.5 124 4.5 na na
RHB Non-rated 6,450 8.3 9.5 9.1 0.8 0.9 0.8 6.1 6.3 9.4 9.5 9.6 6.6 na na
Market Cap Weighted Average: 104  11.6 11.0 1.1 1.2 1.2 5.2 5.3 10.8 108 109
Thailand
BANGKOK BANK Non-rated 8,764 6.4 6.5 6.2 0.5 0.5 0.5 5.0 5.2 8.3 8.0 7.9 155.0 na na
BANK OF AYUDHYA Non-rated 5,011 6.1 5.6 5.5 0.5 0.4 0.4 3.8 4.0 7.8 7.6 7.4 23.0 na na
KASIKORNBANK Non-rated 11,194 7.6 7.4 7.0 0.7 0.6 0.6 5.6 6.1 8.9 8.8 9.0 159.5 na na
KIATNAKIN BANK Non-rated 1,287 8.9 8.5 7.7 0.7 0.7 0.6 6.3 6.8 8.1 8.1 8.6 52.5 na na
KRUNGHTHAI Non-rated 9,728 6.7 7.2 6.9 0.7 0.7 0.7 5.1 5.3 10.4 9.9 9.7 23.5 na na
KRUNGHTHAI CARD Non-rated 3,895 17.4 165 15.2 3.2 3.0 2.7 2.8 3.0 19.7 188 185 51.0 na na
SCBX PCL Non-rated 12,467 9.0 9.3 8.8 0.8 0.8 0.8 8.3 8.6 9.1 9.1 9.5 125.0 na na
SRISAWAD Non-rated 1,722 111 112 103 2.1 17 1.6 2.0 2.5 186 168 16.1 38.5 na na
THANACHART BANK Non-rated 1,545 7.9 7.6 7.2 0.7 0.7 0.7 6.8 7.0 9.6 9.7 9.8 49.8 na na
TISCO Non-rated 2,348 114 119 116 1.8 1.8 1.8 7.8 7.9 16.1 154 155 99.0 na na
Market Cap Weighted Average: 8.4 8.4 8.0 0.9 0.9 0.8 5.7 6.0 103 100 100
Source: Bloomberg, PSR Extracted as of 18-Feb-25
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Important Information
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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
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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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