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Singapore Banking Monthly 

All eyes on dividend cap review 

SINGAPORE | BANKING & FINANCE | UPDATE 

 Singapore loans were up 0.2% YoY in May. Business loans contracted for 
ninth straight month by 0.5% YoY. Consumer loans were up for 10th straight 
month, by 0.3% YoY, aided by housing. 

 MAS is assessing whether to extend current dividend restrictions on banks. 
We continue to see the potential for a removal of the dividend cap. 

 Maintain OVERWEIGHT. Loans remain on path of recovery on stable 
interest rates. Catalysts to come from a relaxation of dividend caps on 
banks. We believe MAS could ease the dividend cap as Singapore banks 
have kept sufficient capital buffers. We prefer DBS (DBS SP, ACCUMULATE, 
TP: S$31.40) for sector exposure on account of its wealth-management and 
investment banking franchises. 

Local lending rates rebounded in June 

Interest rates reversed their decline in May, with 3M-SIBOR and 3M-SOR 
recovering to 0.43% and 0.24% respectively in June as Singapore transitions out 
of Phase 2 (Heightened Alert). Current 3M-SIBOR is 1bps higher than the 1Q21 
average of 0.42%. 3M-SOR is 2 bps lower than its 1Q21 average of 0.26% (Figure 
1). 

Figure 1: 3M-SIBOR and SOR see uptick in June 

 
Source: Bloomberg, PSR 

 

Stress tests on banks for potential lifting of dividend cap 

The MAS is running additional stress tests on the local banks to assess whether 
it is necessary to extend current dividend restrictions on them. It is in close 
discussions with the banks on their capital management plans and will be 
advising them on its position “very shortly”. 
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List of Abbreviations: 
NIM – Net Interest Margin 
SIBOR – Singapore Interbank Offer Rate 
SOR – Swap Offer Rate 
HIBOR – Hong Kong Interbank Offer Rate 
DBU – Domestic Business Units 
DDAV – Derivatives Daily Average Volume 
SDAV – Securities Daily Average Value 
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Fed Fund Rates (FFR) vs. 3M-SIBOR vs. 3M-SOR

FFR (Upper Bound) 3M-SOR 3M-SIBOR

Overweight (Maintained)

DBS Group Holdings

ACCUMULATE (Maintained)
BLOOMBERG CODE DBS SP

LAST TRADED PRICE SGD 30.09

FORECAST DIV SGD 1.17

TARGET PRICE SGD 31.40

DIVIDEND YIELD 3.89%

TOTAL RETURN 8.24%

Oversea-Chinese Banking Corp

BUY (Maintained)
BLOOMBERG CODE OCBC SP

LAST TRADED PRICE SGD 11.89

FORECAST DIV SGD 0.56

TARGET PRICE SGD 14.63

DIVIDEND YIELD 4.71%

TOTAL RETURN 27.75%

United Overseas Bank Limited

ACCUMULATE (Maintained)
BLOOMBERG CODE UOB SP

LAST TRADED PRICE SGD 25.93

FORECAST DIV SGD 1.20

TARGET PRICE SGD 28.70

DIVIDEND YIELD 4.63%

TOTAL RETURN 15.31%

Terence Chua (+65 6212 1852)

Reseach Analyst

terencechuatl@phillip.com.sg

http://www.stocksbnb.com/
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BANKING & FINANCE SECTOR UPDATE 

We believe MAS will lift its dividend cap as banks had made significant provisions 
in FY2020. Earlier concerns that defaults among weaker corporates could strain 
their capital ratios have not materialised. Systemically-important domestic 
banks have CET-1 ratio at over 14%, which are higher than their pre-COVID 
levels. With total allowance coverage over 30% above MAS’ regulatory limit, we 
believe the central bank could lift its dividend cap. 
 
Figure 2: Bank’s key operating metrics in 1Q21 

1Q21 vs. 4Q20 DBS OCBC UOB 

NIM (vs. 4Q20) 
1.49% 

(unchanged) 
1.56% 

(unchanged) 
1.53% 

(unchanged) 

NII +2% - +1% 

Net fees & commissions +28% +13% +22% 

General provisions (S$) (190) mn 9 mn 130 mn 

NPL ratio 1.5% 1.5% 1.5% 

NPA coverage 109% 118% 112% 

Common Equity Tier-1 14.3% 15.3% 15.3% 

Source: Company, PSR 

 

Snail’s pace loans growth 

Domestic loans growth rose 0.2% YoY in May, tracking below our expected range 
of 2% – 3% for 2021 but still above our expectations as concerns over loans 
growth slowing from Singapore’s move into Phase 2 (Heightened Alert) did not 
materialise. 

Business loans contracted by 0.5% YoY in May, for the ninth straight month even 
though business loans picked up for the month. Loans to the building and 
construction segment, the single largest business segment was up marginally by 
0.1% for the second straight month to S$152.37bn, while loans to manufacturing 
reversed the decline in April to register a 5.1% gain. 

Consumer loans were up 0.3% YoY in May for the 10th straight month, aided by 
strong loan demand in the housing segment. Housing loans, which make up 
three-quarters of consumer lending, extended their growth streak for the ninth 
straight month, up 2.6% YoY to S$205.1bn for the month. 
 
Overall loans through the domestic banking unit – which captures lending in all 
currencies but reflects mainly Singapore-dollar lending - rose for the seventh 
consecutive month. They were up 0.2% in May to S$693.7bn, up from the 0.1% 
increase in April. 
 

 

 

 

 

 

 

 

 
 

 
 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

Figure 3: YTD loans growth 

2021 Loans growth (MoM) 

May 0.22% 
April 0.14% 
March 0.65% 
February 0.46% 
January 0.72% 

Source: MAS, PSR 
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Figure 4: Domestic loans growth remained in low single-digits 

 
Source: MAS, PSR 

Volatility fell as Singapore exited Phase 2 (Heightened Alert) 

SDAV fell 31% YoY to $1,192mn in June (Figure 6), as Singapore eased COVID-19 
restrictions and exited Phase 2 (Heightened Alert). In May, derivatives traded on 
the SGX rose 6% YoY to 18.1mn contracts. 

Figure 6: YTD SDAV and DDAV performance 

 
SDAV 
($mn) 

YoY (+/-) DDAV (mn) YoY (+/-) 

June 1,192 -31% - - 
May 1,579 +5% 0.95 +3% 
April 1,267 -10% 0.87 +6% 
March 1,633 -26% 1.03 -33% 
February 1,357 -1% 1.06 -14% 
January 1,485 +22% 1.00 -7% 

Source: SGX, Bloomberg, PSR 

VIX averaged 17.0 in June, down from 19.8 in the previous month as new COVID-
19 community cases sent it lower. DDAV will likely fall in June, as trading volume 
had declined to a year-low. 

Trading in SGX’s suite of pan-Asia benchmark equity derivatives climbed 8% YoY 
to 13 million contracts. FTSE Taiwan Index Futures, launched in July 2020, 
advanced 28% MoM to a four month high of 1.8mn. 

Figure 7: Turnover of top five equity index futures contracts up YoY 

No. of contracts May-20 May-21 YoY (+/-) 

FTSE China A50 Index Futures 6,111,234 6,923,961 +13.3% 

Nifty 50 Index Futures 1,999,875 2,037,095 +1.9% 

MSCI Taiwan Index Futures 1,494,470 0 
+20.8% 

FTSE Taiwan Index Futures 0 1,805,071 

Nikkei 225 Index Futures 1,446,649 1,099,192 -24.0% 

MSCI Singapore Index 

Futures 
840,412 1,045,254 +24.4% 

Sub-total 11,892,640 12,910,573 +8.6% 

Source: SGX, Bloomberg, PSR 

 

 

Figure 5: Correlation of DDAV and VIX Index 

 
Source: SGX, Bloomberg, PSR 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

-10%

0%

10%

20%

30%

40%

50%

2
0

1
1

2
0

1
2

2
0

1
3

2
0

1
4

2
0

1
5

2
0

1
6

2
0

1
7

2
0

1
8

2
0

1
9

2
0

2
0

DBU Loans Growth (YoY %)

DBU Loans DBU Business Loans DBU Consumer Loans

5

30

55

80

0.20

0.70

1.20

1.70

2
0

1
4

2
0

1
5

2
0

1
6

2
0

1
7

2
0

1
8

2
0

1
9

2
0

2
0

V
IX

 In
d

ex

SG
X

 D
D

A
V

 (
m

n
)

SGX DDAV vs. VIX Index

DDAV (mn) - LHS VIX - RHS



 
  

 

 

Page | 4 | PHILLIP SECURITIES RESEARCH (SINGAPORE) 
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Foreign exchange (FX) traded on the SGX increased 2% YoY to 2mn contracts in 
May. China’s economic rebound had led to strong institutional demand for risk-
management of the renminbi (RMB). Reflecting this, SGX’s USD/CNH Futures 
jumped 20% YoY to 869,101 contracts. Month-end open interest in this contract, 
the world’s most widely-traded international RMB futures, leapt almost 32% YoY 
to US$9.6bn. 

 

SGX taking multi-asset business to next level 

SGX is focusing on building a multi-asset exchange, widening its partnerships and 
networks and growing its international presence. During its recent Analysts’ Day, 
it detailed its plan to strengthen its core businesses and invest in its next leg of 
growth. 

Growth pipeline includes M&A targets that will augment its offerings, accelerate 
the growth of Scientific Beta and build an integrated forex marketplace to 
increase revenue contributions from the current 6%. The exchange has also set 
aside S$55mn – S$60mn in capex for modernising its systems architecture, 
digitalising and investing in its forex and fixed-income busineses. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 8: SGX 1H21 revenue 

 
Source: Company, PSR 
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Investment Action 

Maintain OVERWEIGHT. Despite the run-up in their share prices in 1H21, we 
remain positive on banks. The banks have traded above 1.4x P/B over the last 
five year and are currently close-to or below our P/B targets. Our forward  
targets are supported by improving ROEs as allowances reverse in FY21e. With 
total allowance coverage being over 30% above the MAS’ regulatory limit, we 
believe there is further room for GP reversions in 2021. This would boost 
earnings. 

We also believe the MAS will ease the dividend cap imposed on Singapore banks 
in 2020 as they have kept sufficient capital buffers. Capital ratios of 14.3 - 15.3% 
are higher than the MAS’ ideal operating range of 12.5 – 13.5%. This is 
supportive of a resumption of pre-COVID dividend payouts once dividend 
restrictions are removed. We believe the banks could pay out special dividends 
to adjust their high capital buffers. 

For sector exposure, prefer DBS. DBS is expected to benefit more from 
improving market conditions with its wealth-management and investment 
banking businesses which could drive record earnings in FY21e. 

 
Figure 9: Banks’ 5-year historical P/B  

 

Source: Bloomberg, PSR 

 

Figure 10: Banks’ target P/B 

 DBS OCBC UOB 

High 
Low 

1.62 
0.81 

1.50 
0.73 

1.43 
0.79 

5-year average 1.17 1.09 1.12 

Current 1.35 1.06 1.12 

Forward target 1.36 1.27 1.17 

TP (S$) 31.40 14.63 28.70 

Source: Bloomberg, PSR 
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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 
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