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Of NIMs & other things
Despite higher costs, 2019E NIMs will be wider

Analyst

SIBOR has increased 6bps YTD, following a 63bps rise in 2018. We believe
SIBOR will continue this trajectory in 2019E as: (a) some bank deposit
liquidity gets diverted to Singapore Savings Bonds (SSB) and (b) MAS
maintains its current SGD appreciation policy in April. Last year, funding
costs for the sector rose 35bps YoY. We estimate this will more than
double in 2019. Banks with high loan to deposits (LD) and smaller low
cost deposits mix should see downside NIM pressure. This will affect
mostly the foreign banks, in our view. Domestic banks, with lower LD
ratios and higher mix of low cost deposits, should see NIMs rise further.
DBS – with its strong low cost deposit franchise - is our top pick.

Thilan Wickramasinghe
(65) 6231 5840
thilanw@maybank-ke.com.sg

Higher SIBOR…
Our channel check indicates 1.88-2.05% on offer for promotional fixed
deposits by Singapore banks. On the other hand, sovereign guaranteed
SSB Retail bonds offer yields of 2-3%. Introduced in 2015, issuances
accounted for 7% of system deposits. In 2018, this was 12%. Customers
diverting deposits to SSBs heightens funding competition which will drive
up costs. With the individual SSB investment limit doubled to SGD200k
from February 2019, the pace of diversion may accelerate. Separately,
MAS’ current SGD appreciation policy – which has also contributed to
driving up SIBOR – is unlikely to change in their April policy meeting,
according to MKE’s economics team. While system LD ratio has fallen to
105% in January 2019 from a recent peak of 110% in June 2018, as a
result of slower loan growth, this alone is unlikely to mitigate overall
system funding pressure.

…but different sensitivities
Our forecasts bake-in a 76bps increase in funding costs for the sector in
2019E – more than double 2018 levels. Of course, asset yields should also
go up - with a lag - as banks re-price their loan books to reflect higher
interest rates. A simulation of a further 10bps increase in SIBOR from our
base case shows that net interest income will rise 0.5% for DBS, followed
by 0.2% for OCBC and 0.1% for UOB. This is possible because of their low
cost funding base (48% of deposits are CASA) and a low LD ratio (89% for
domestic Singapore banks).

DBS top pick
We believe DBS (DBS SP, SGD25.43, BUY, TP: SGD29.56) is best positioned
to surprise on the upside from rising SIBOR. Together with strong
execution and a potential dividend yield of 5.4% (amongst the highest
real dividend yields in the region), it remains our top pick. While OCBC
(OCBC SP, SGD11.20, HOLD, TP: SGD10.73) may also benefit from the
rising rate, 40% of its earnings are tied to non-interest income – largely
from volatile insurance earnings. Until execution risks become clearer,
Hold.
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Singapore Savings Bonds (SSB-Retail) add to
deposit competition
Introduced in 2015, Singapore Savings Bonds are aimed at retail investors.
Offering step up interest rates with yield-to-maturity ranging from 2-3%,
these bonds are highly liquid – allowing redemption anytime – and backed
by an AAA-rated Singapore government guarantee. Minimum investment
required is SGD500 with an investment ceiling of SGD200k (double from
SGD100k since 1 February 2019).
When introduced in 2015, SSB issuance was just 7% of banking system
deposit formation. In 2018, this was 12%. With the investment ceiling
doubling from February 2019, we expect more deposit diversions to SSB to
result in pressure on deposit costs.
Fig 1:SSB issuances vs. as a % of system deposits
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Deposit rates are rising
Our channel checks indicate rising promotional fixed deposit rates.
However, these are still below SSB Retail yields.
Fig 2:Promotional FD rates as of 05 March 2019
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MAS policy stance should pressure SIBOR
higher
MAS’ current SGD appreciation policy – which has also contributed to
driving up SIBOR – is unlikely to change in their April policy meeting,
according to MKE’s economics team.
Fig 3:3-month SIBOR (%)
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We assume fairly aggressive funding cost
increases in 2019E
Fig 4:Average funding costs (%)
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Net interest income sensitivity
Our simulation of NII sensitivity to a further 10bps increase in SIBOR in
2019E shows that DBS has the highest potential to surprise on the upside.
Fig 5:NII sensitivity to a 10bps increase in SIBOR
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NIMs should see upside as SIBOR rises
For the local banks, despite rising funding costs, NIMs should see upside as
they re-price their loan books – with a lag. This is particularly true for
mortgages, where a significant proportion is tied to Board rates which are
re-priced periodically. Nearly one-third of loan books for the domestic
banks are mortgages.
Fig 6:Singapore banks Net interest margins – base case (%)
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Sector valuation summary
Fig 7:Singapore banks valuation summary
DBS
DBS SP
65,201
89.6
25.43
29.56
16%
BUY

UOB
UOB SP
42,266
54.9
25.15
29.71
18%
BUY

OCBC
OCBC SP
47,676
51.2
11.2
10.73
-4%
HOLD

PE (x)
2016
2017
2018
2019E
2020E
2021E

15.3
16.0
11.6
10.1
9.4
8.4

13.3
12.3
10.5
10.0
9.5
8.8

13.5
11.6
10.6
10.4
9.7
8.9

PB (x)
2016
2017
2018
2019E
2020E
2021E

1.45
1.37
1.33
1.26
1.20
1.13

1.25
1.13
1.11
1.05
1.00
0.95

1.29
1.22
1.13
1.06
1.00
0.94

Return on total shareholders Funds (%)
2016
2017
2018
2019E
2020E
2021E

10.0%
8.8%
11.7%
12.9%
13.1%
13.8%

9.7%
9.7%
10.8%
10.8%
10.8%
11.0%

9.8%
10.8%
11.1%
10.6%
10.6%
10.9%

ROA (%)
2016
2017
2018
2019E
2020E
2021E

0.90%
0.81%
1.05%
1.14%
1.14%
1.19%

0.94%
0.97%
1.07%
1.04%
1.04%
1.04%

0.87%
0.94%
0.97%
0.96%
0.99%
1.04%

2.4%
5.6%
4.7%
5.4%
5.8%
6.5%

2.8%
4.0%
4.8%
5.0%
5.3%
5.6%

3.2%
3.3%
3.8%
3.9%
4.1%
4.5%

Ticker
Market Cap (SGDm)
3-month ADV (SGDm)
Share Price (SGD)
Target Price (SGD)
Upside/Downside (%)
Recommendation

Dividend yield (%)
2016
2017
2018
2019E
2020E
2021E
Source: Company data, Factset, Maybank Kim Eng

March 6, 2019

5

Singapore Banks

Research Offices
REGIONAL

MALAYSIA

SINGAPORE

THAILAND

Sadiq CURRIMBHOY
Regional Head, Research & Economics
(65) 6231 5836
sadiq@maybank-ke.com.sg

WONG Chew Hann, CA Head of Research
(603) 2297 8686 wchewh@maybank-ib.com
• Strategy

Neel SINHA Head of Research
(65) 6231 5838 neelsinha@maybank-ke.com.sg
• Strategy • Industrials
• SMID Caps – Regional

Maria LAPIZ Head of Institutional Research
Dir (66) 2257 0250 | (66) 2658 6300 ext 1399
Maria.L@maybank-ke.co.th
• Strategy • Consumer • Materials • Services

CHUA Su Tye
(65) 6231 5842 chuasutye@maybank-ke.com.sg
• REITs

Teerapol Udomvej, CFA
(66) 2658 6300 ext 1394
teerapol.U@maybank-ke.co.th
• Healthcare

Luis HILADO
(65) 6231 5848 luishilado@maybank-ke.com.sg
• Telcos • Transport

Surachai PRAMUALCHAROENKIT
Head of Retail Research
(66) 2658 5000 ext 1470
Surachai.p@maybank-ke.co.th
• Auto • Conmat • Contractor • Steel

WONG Chew Hann, CA
Regional Head of Institutional Research
(603) 2297 8686
wchewh@maybank-ib.com
ONG Seng Yeow
Regional Head of Retail Research
(65) 6231 5839
ongsengyeow@maybank-ke.com.sg

ECONOMICS
Suhaimi ILIAS
Chief Economist
Malaysia | Philippines | China
(603) 2297 8682
suhaimi_ilias@maybank-ib.com
CHUA Hak Bin
Regional Thematic Macroeconomist
(65) 6231 5830
chuahb@maybank-ke.com.sg
LEE Ju Ye
Singapore | Thailand
(65) 6231 5844
leejuye@maybank-ke.com.sg
Linda LIU
Singapore
(65) 6231 5847
lindaliu@maybank-ke.com.sg
Dr Zamros DZULKAFLI
(603) 2082 6818
zamros.d@maybank-ib.com
Ramesh LANKANATHAN
(603) 2297 8685
ramesh@maybank-ib.com

Desmond CH’NG, ACA
(603) 2297 8680
desmond.chng@maybank-ib.com
• Banking & Finance
LIAW Thong Jung
(603) 2297 8688 tjliaw@maybank-ib.com
• Oil & Gas Services- Regional
ONG Chee Ting, CA
(603) 2297 8678 ct.ong@maybank-ib.com
• Plantations - Regional
Mohshin AZIZ
(603) 2297 8692 mohshin.aziz@maybank-ib.com
• Aviation - Regional • Petrochem
YIN Shao Yang, CPA
(603) 2297 8916 samuel.y@maybank-ib.com
• Gaming – Regional • Media
TAN Chi Wei, CFA
(603) 2297 8690 chiwei.t@maybank-ib.com
• Power • Telcos
WONG Wei Sum, CFA
(603) 2297 8679 weisum@maybank-ib.com
• Property
LEE Yen Ling
(603) 2297 8691 lee.yl@maybank-ib.com
• Glove • Ports • Shipping • Healthcare
Ivan YAP
(603) 2297 8612 ivan.yap@maybank-ib.com
• Automotive • Semiconductor • Technology
Kevin WONG
(603) 2082 6824 kevin.wong@maybank-ib.com
• REITs • Consumer Discretionary

FX

Adrian WONG, CFA
(603) 2297 8675 adrian.wkj@maybank-ib.com
• Constructions

Saktiandi SUPAAT
Head, FX Research
(65) 6320 1379
saktiandi@maybank.com.sg

Jade TAM
(603) 2297 8687 jade.tam@maybank-ib.com
• Consumer Staples

Christopher WONG
(65) 6320 1347
wongkl@maybank.com.sg

Mohd Hafiz HASSAN
(603) 2082 6819 mohdhafiz.ha@maybank-ib.com
• Building Materials • Small & Mid Caps

Leslie TANG
(65) 6320 1378
leslietang@maybank.com.sg

Amirah AZMI
(603) 2082 8769 amirah.azmi@maybank-ib.com
• Media • Plantations

Fiona LIM
(65) 6320 1374
fionalim@maybank.com.sg

TEE Sze Chiah Head of Retail Research
(603) 2082 6858 szechiah.t@maybank-ib.com

STRATEGY
Sadiq CURRIMBHOY
Global Strategist
(65) 6231 5836
sadiq@maybank-ke.com.sg
Willie CHAN
Hong Kong / Regional
(852) 2268 0631
williechan@kimeng.com.hk

FIXED INCOME
Winson PHOON, ACA
(65) 6231 5831
winsonphoon@maybank-ke.com.sg
Se Tho Mun Yi
(603) 2074 7606
munyi.st@maybank-ib.com

Nik Ihsan RAJA ABDULLAH, MSTA, CFTe
(603) 2297 8694
nikmohdihsan.ra@maybank-ib.com

LAI Gene Lih, CFA
(65) 6231 5832 laigenelih@maybank-ke.com.sg
• Technology
Thilan WICKRAMASINGHE
(65) 6231 5840 thilanw@maybank-ke.com.sg
• Banks

Ekachai TARAPORNTIP Deputy Head
(66) 2658 5000 ext 1530
Ekachai.t@maybank-ke.co.th

Jigar SHAH Head of Research
(91) 22 6623 2632 jigar@maybank-ke.co.in
• Strategy • Oil & Gas • Automobile • Cement

Sutthichai KUMWORACHAI Deputy Head
(66) 2658 5000 ext 1400
sutthichai.k@maybank-ke.co.th
• Energy • Petrochem
Suttatip PEERASUB
(66) 2658 5000 ext 1430
suttatip.p@maybank-ke.co.th
• Media • Commerce

Neerav DALAL
(91) 22 6623 2606 neerav@maybank-ke.co.in
• Software Technology • Telcos

Termporn TANTIVIVAT
(66) 2658 5000 ext 1520
termporn.t@maybank-ke.co.th
• Property

Vishal PERIWAL
(91) 22 6623 2605
vishalperiwal@maybank-ke.co.in
• Infrastructure

Jaroonpan WATTANAWONG
(66) 2658 5000 ext 1404
jaroonpan.w@maybank-ke.co.th
• Transportation • Small cap

INDIA

INDONESIA
Isnaputra ISKANDAR Head of Research
(62) 21 8066 8680
isnaputra.iskandar@maybank-ke.co.id
• Strategy • Metals & Mining • Cement
Rahmi MARINA
(62) 21 8066 8689
rahmi.marina@maybank-ke.co.id
• Banking & Finance
Aurellia SETIABUDI
(62) 21 8066 8691
aurellia.setiabudi@maybank-ke.co.id
• Property
Janni ASMAN
(62) 21 8066 8687
janni.asman@maybank-ke.co.id
• Cigarette • Healthcare • Retail

PHILIPPINES
Minda OLONAN Head of Research
(63) 2 849 8840
minda_olonan@maybank-atrke.com
• Strategy • Conglomerates
Katherine TAN
(63) 2 849 8843
kat_tan@maybank-atrke.com
• Banks • Conglomerates • Ports

Thanatphat SUKSRICHAVALIT
(66) 2658 5000 ext 1401
thanaphat.s@maybank-ke.co.th
• Media • Electronics
Sorrabhol VIRAMETEEKUL
Head of Digital Research
(66) 2658 5000 ext 1550
sorrabhol.V@maybank-ke.co.th
• Food, Transportation
Wijit ARAYAPISIT
(66) 2658 5000 ext 1450
wijit.a@maybank-ke.co.th
• Strategist
Kritsapong PATAN
(66) 2658 5000 ext 1310
kritsapong.p@maybank-ke.co.th
• Chartist
Apisit PATTARASAKOLKIAT
(66) 2658 5000 ext 1405
Apisit.p@maybank-ke.co.th
• Chartist

VIETNAM
LE Hong Lien, ACCA
Head of Institutional Research
(84 28) 44 555 888 x 8181
lien.le@maybank-kimeng.com.vn
• Strategy • Consumer • Diversified

Luis HILADO
(65) 6231 5848 luishilado@maybank-ke.com.sg
• Telcos

THAI Quang Trung, CFA,
Deputy Head, Institutional Research
(84 28) 44 555 888 x 8180
trung.thai@maybank-kimeng.com.vn
• Real Estate • Construction • Materials

Romel LIBO-ON
(63) 2 849 8844
romel_libo-on@maybank-atrke.com
• Property

LE Nguyen Nhat Chuyen
(84 28) 44 555 888 x 8082
chuyen.le@maybank-kimeng.com.vn
• Oil & Gas

Kayzer LLANDA
(63) 2 849 8839
Kayzer_llanda@maybank-atrke.com
• Utilities

QUAN Trong Thanh
(84 28) 44 555 888 x 8184
thanh.quan@maybank-kimeng.com.vn
• Banks
NGUYEN Thi Ngan Tuyen,
Head of Retail Research
(84 28) 44 555 888 x 8081
tuyen.nguyen@maybank-kimeng.com.vn
• Food & Beverage • Oil&Gas • Banking
TRUONG Quang Binh,
Deputy Head, Retail Research
(84 28) 44 555 888 x 8087
binh.truong@maybank-kimeng.com.vn
• Rubber Plantation • Tyres & Tubes • Oil & Gas
TRINH Thi Ngoc Diep
(84 28) 44 555 888 x 8208
diep.trinh@maybank-kimeng.com.vn
• Technology • Utilities • Construction
NGUYEN Thi Sony Tra Mi
(84 28) 44 555 888 x 8084
mi.nguyen@maybank-kimeng.com.vn
• Port Operation • Pharmaceutical
• Food & Beverage
NGUYEN Thanh Lam
(84 28) 44 555 888 x 8086
thanhlam.nguyen@maybank-kimeng.com.vn
• Technical Analysis

March 6, 2019

6

Singapore Banks

APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES
DISCLAIMERS
This research report is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an offer to sell or a solicitation
of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Opinions
or recommendations contained herein are in form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations apply different
methodologies and are purely based on price and volume-related information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns
may be less than the original sum invested. Past performance is not necessarily a guide to future performance. This report is not intended to provide personal investment advice and does
not take into account the specific investment objectives, the financial situation and the particular needs of persons who may receive or read this report. Investors should therefore seek
financial, legal and other advice regarding the appropriateness of investing in any securities or the investment strategies discussed or recommended in this report.
The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by Maybank Investment Bank Berhad, its
subsidiary and affiliates (collectively, “MKE”) and consequently no representation is made as to the accuracy or completeness of this report by MKE and it should not be relied upon as such.
Accordingly, MKE and its officers, directors, associates, connected parties and/or employees (collectively, “Representatives”) shall not be liable for any direct, indirect or consequential
losses or damages that may arise from the use or reliance of this report. Any information, opinions or recommendations contained herein are subject to change at any time, without prior
notice.
This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, “estimate”, “intend”, “plan”, “expect”,
“forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or “might” occur or be achieved and other similar expressions. Such
forward looking statements are based on assumptions made and information currently available to us and are subject to certain risks and uncertainties that could cause the actual results to
differ materially from those expressed in any forward looking statements. Readers are cautioned not to place undue relevance on these forward-looking statements. MKE expressly disclaims
any obligation to update or revise any such forward looking statements to reflect new information, events or circumstances after the date of this publication or to reflect the occurrence of
unanticipated events.
MKE and its officers, directors and employees, including persons involved in the preparation or issuance of this report, may, to the extent permitted by law, from time to time participate or
invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or solicit business from such issuers, and/or have a position or holding, or
other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto. In addition, it may make markets in the securities mentioned in
the material presented in this report. One or more directors, officers and/or employees of MKE may be a director of the issuers of the securities mentioned in this report to the extent
permitted by law.
This report is prepared for the use of MKE’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other party in whole or in part in any form or
manner without the prior express written consent of MKE and MKE and its Representatives accepts no liability whatsoever for the actions of third parties in this respect.
This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where
such distribution, publication, availability or use would be contrary to law or regulation. This report is for distribution only under such circumstances as may be permitted by applicable law.
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Without prejudice to the foregoing, the reader is to note that additional
disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this report.
Malaysia
Opinions or recommendations contained herein are in the form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations
apply different methodologies and are purely based on price and volume-related information extracted from Bursa Malaysia Securities Berhad in the equity analysis.
Singapore
This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Kim Eng Research Pte. Ltd. (“Maybank KERPL”) in Singapore has no
obligation to update such information for any recipient. For distribution in Singapore, recipients of this report are to contact Maybank KERPL in Singapore in respect of any matters arising
from, or in connection with, this report. If the recipient of this report is not an accredited investor, expert investor or institutional investor (as defined under Section 4A of the Singapore
Securities and Futures Act), Maybank KERPL shall be legally liable for the contents of this report, with such liability being limited to the extent (if any) as permitted by law.
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Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of Maybank Kim Eng Securities (Thailand)
Public Company Limited. Maybank Kim Eng Securities (Thailand) Public Company Limited (“MBKET”) accepts no liability whatsoever for the actions of third parties in this respect.
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intended only for institutional investors based outside Thailand only.
The disclosure of the survey result of the Thai Institute of Directors Association (“IOD”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and
Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock Exchange of Thailand and the market for Alternative Investment disclosed to the
public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on inside
information. The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. MBKET does
not confirm nor certify the accuracy of such survey result.
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US
This third-party research report is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities Exchange Act of 1934, as amended)
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UK
This document is being distributed by Maybank Kim Eng Securities (London) Ltd (“Maybank KESL”) which is authorized and regulated, by the Financial Conduct Authority and is for
Informational Purposes only. This document is not intended for distribution to anyone defined as a Retail Client under the Financial Services and Markets Act 2000 within the UK. Any
inclusion of a third party link is for the recipients convenience only, and that the firm does not take any responsibility for its comments or accuracy, and that access to such links is at the
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