
 

Page | 1 | PHILLIP SECURITIES RESEARCH (SINGAPORE) 
Ref. No.: SG2021_0193 

  

Singapore Banking Monthly 

Outlook still stable 

SINGAPORE | BANKING & FINANCE | UPDATE 

 November’s interest rates were up modestly MoM.  
 3Q21 results, banks’ NIM decline partially offset by loans growth. GP 

writebacks across all three banks resulted in higher-than-expected PATMI. 
 Hong Kong’s domestic loans growth fell 4.8% YoY in October. Malaysia’s 

domestic loans growth increased 3.34% YoY and rose 0.52% MoM in 

October. 
 Maintain OVERWEIGHT. We remain positive on banks. Banks dividend yields 

are attractive with upside surprise due to excess capital ratios. Improving 
economic conditions and rising interest rates remain tailwinds for the 
banking sector. 

 

Interest rates see slight uptick in November 

Interest rates were flat in October, with 3M-SIBOR up 1bps MoM to 0.44% and 
3M-SOR up 1bps MoM to 0.25%. 3M-SIBOR is 1bps above its 3Q21 average of 
0.43% and has improved by 3bps YoY. 3M-SOR is 6bps higher than its 3Q21 
average of 0.19% and has improved by 7bps YoY (Figure 1). 

 

Figure 1: 3M-SIBOR and 3M-SOR up slightly in November 

 
Source: Bloomberg, PSR 
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NIM – Net Interest Margin 

SIBOR – Singapore Interbank Offer Rate 
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HIBOR – Hong Kong Interbank Offer Rate 
DDAV – Derivatives Daily Average Volume 

SDAV – Securities Daily Average Value 

 
 
 
 
 
 
 
 
 

 

 

Overweight (Maintained)

DBS Group Holdings

ACCUMULATE (Maintained)
BLOOMBERG CODE DBS SP

LAST TRADED PRICE SGD 31.38

FORECAST DIV SGD 1.17

TARGET PRICE SGD 35.90

DIVIDEND YIELD 3.73%

TOTAL RETURN 18.13%

Oversea-Chinese Banking Corp

BUY (Maintained)
BLOOMBERG CODE OCBC SP

LAST TRADED PRICE SGD 11.27

FORECAST DIV SGD 0.56

TARGET PRICE SGD 14.22

DIVIDEND YIELD 4.97%

TOTAL RETURN 31.14%

United Overseas Bank Limited

ACCUMULATE (Maintained)
BLOOMBERG CODE UOB SP

LAST TRADED PRICE SGD 26.13

FORECAST DIV SGD 1.20

TARGET PRICE SGD 29.00

DIVIDEND YIELD 4.59%

TOTAL RETURN 15.58%

Glenn Thum (+65 6212 1851)
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BANKING & FINANCE SECTOR UPDATE 

3Q21 RESULTS HIGHLIGHTS 

NIM decline partially offset by loans growth 

DBS’ 3Q21 earnings of S$1.7bn exceeded our forecast due to a reversal in general 
allowances, while 9M21 PATMI is at 83% of our FY21e forecast. NIMs declined 
2bps QoQ to 143bps as a result of lower market interest rates as deposits grew 
1% QoQ to S$489bn. NII grew 1% QoQ to S$2.1bn as higher loan and deposit 
volumes were moderated by lower NIMs. Management now expects FY21 NIMs 
to fall to the lower end of its guided range of 145-150bps. 

OCBC’s 3Q21 earnings of S$1.22bn are in line with our estimate while 9M21 
PATMI is at 80% of our FY21e forecast on lower-than-expected allowances. NIM 

declined by 6bps QoQ mainly due to the classification of loans to NPL (mostly 
from downgrades of secured consumer loans in Malaysia) and more competitive 
corporate loans which resulted in lower asset yields.  As such, management 
expects NIM to be maintained at 1.5%-1.52% until 1H22. Nonetheless, NII grew 
3% YoY, underpinned by loans growth of 4% QoQ and 6% YoY, backed by demand 
from Greater China, Singapore and the United Kingdom. 

UOB’s 3Q21 earnings of S$1.05bn are in line with our estimate while 9M21 PATMI 

is at 73% of our FY21e forecast. Loans grew 3%, underpinned by large corporate 
loans. NIMs, however, eased 1bp this quarter to 1.55%. Excess liquidity has 
driven up competition for higher quality loans especially in the FIG (Financial 

Institutions Group) space. However, lower NIMs were offset by fee income and 
thereby more attractive return on risk weighted assets. 

 

GP writebacks across the board 

DBS’ stable asset quality and repayment by weaker exposures and credit 
upgrades allowed them to write back GPs of S$138mn during the quarter. 
Management lowered full-year allowances to under S$100mn (9M21 allowance 
at S$19mn) with credit cost likely to be under 20bps.  

OCBC was able to write back GPs of S$22mn during the quarter as the credit 
environment improved while SPs of S$185mn were made. Total NPAs rose by 4% 
QoQ to S$4.2bn, mostly attributed to downgrades of secured consumer loans in 
Malaysia. Nonetheless, OCBC has set aside S$185mn of SPs this quarter mainly 

for corporate and consumer accounts in Malaysia and Indonesia. 

UOB’s allowances were stable at 20bp with a small GP writeback of S$2mn during 
the quarter. Allowances were at S$163mn in 3Q21 vs. S$182mn in 2Q21. The QoQ 
drop reflected overall resilient asset quality and strong pre-emptive general 
allowances made previously. Total general allowance for loans, including RLARs, 
were prudently maintained at 1% of performing loans. 

Figure 2: Bank’s key operating metrics in 3Q21 

3Q21 vs. 2Q21 DBS OCBC UOB 

NIM (vs. 2Q21) 1.43% (-2bps) 1.52% (+6bps) 1.55% (-1bp) 

NII +1% Unchanged +2% 

Net fees & commissions +2% +1% -1% 

General provisions (S$) (138) mn (22) mn (2) mn 

NPL ratio 
1.5% 

(unchanged) 
1.5% 

(unchanged) 
1.5% 

(unchanged) 

NPA coverage 107% 97% 106% 

Common Equity Tier-1 17.1% 15.5% 13.5% 

Source: Company, PSR 

 

Figure 3: Banks’ guidance vs PSR estimates for 
FY21e 

Assumptions DBS PSR 

NIM (%) 1.45% - 1.50% 1.47% 

Loans growth (%) High single digit 9.3% 

Credit cost (bps) Sub-20 bps 15 

Source: Company, PSR 

 

Assumptions OCBC PSR 

NIM (%) 1.51% - 1.52% 1.52% 

Loans growth (%) High single digit 5.7% 

Credit cost (bps) Stable (21 bps) 15 

Source: Company, PSR 

 

Assumptions UOB PSR 

NIM (%) Stable (1.56%) 1.56% 

Loans growth (%) High-single-digit 7.7% 

Credit cost (bps) Below 25 bps 16 

Source: Company, PSR 
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Hong Kong loans stagnate further, Malaysia loans improve 

Hong Kong’s domestic loans growth fell 4.8% YoY and fell 0.31% MoM in October. 
It recorded the largest drop YoY in October since August 2010.  

Malaysia’s domestic loans growth saw an increase of 3.34% YoY in October and 
rose 0.52% MoM in October. The increase YoY in October was the highest 
recorded since June 2021.  

 

Figure 4: Hong Kong loans is volatile and sluggish 

 
Source: CEIC, PSR 

 

 

Figure 6: Malaysia loans growth sees slight uptick 

 
Source: CEIC, PSR 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 5: Hong Kong loans growth 

2021 Loans growth (YoY) 

October -4.80% 
September -0.05% 
August -1.27% 
July 0.68% 
June 5.21% 
May 0.88% 
April 0.18% 

March 1.11% 
February 3.15% 
January 12.37% 

Source: CEIC, PSR 
 

 

 

 

 

 

Figure 7: Malaysia loans growth 

2021 Loans growth (YoY) 
October 3.34% 
September 2.94% 

August 2.49% 
July 3.14% 
June 3.37% 
May 3.89% 
April 3.86% 
March 3.93% 
February 3.69% 

January 3.83% 
Source: CEIC, PSR 
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Volatility fell as Singapore enters the Stabilisation Phase 

Preliminary SDAV for November fell 24% YoY to $1,318mn (Figure 8), as the 
COVID-19 situation stabilised in Singapore and community cases fell. VIX 
averaged 18.5 in November, up slightly from 17.9 in the previous month.  

The top five equity index futures turnover saw a drop of 6.2% YoY in November 
to 13.2mn contracts (Figure 10) mainly due to the lower trading volumes of its 
Nikkei 225 Index Futures and FTSE Taiwan Index Futures. Notably, the FTSE China 
A50 Index Futures increased 3% MoM to 7.5mn despite the introduction of 
HKEX’s MSCI China A50 Connect Index futures, while the Nikkei 225 Index Futures 
contracted 18.2% MoM to 1mn. 

Figure 8: YTD SDAV and DDAV 

 
SDAV 
($mn) 

YoY (+/-) 
DDAV  
(mn) 

YoY (+/-) 

November 1,318 -24% - - 
October 1,158 +10% 0.99 +14% 
September 1,229 +11% 1.03 +10% 
August 1,236 -12% 0.90 -4% 
July 1,178 -3% 0.95 -10% 
June 1,204 -30% 0.88 -6% 

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 

Figure 10: Turnover of top five equity index futures contracts down YoY 

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

FTSE China A50 Index Futures 7,131,362 7,523,440 +5.5% 

Nifty 50 Index Futures 2,179,267 2,200,908 +1.0% 

Nikkei 225 Index Futures 1,751,005 987,258 -43.6% 

FTSE Taiwan Index Futures 1,919,090 1,373,945 -28.4% 

MSCI Singapore Index Futures 1,074,157 1,093,996 +1.8% 

Sub-total 14,054,881 13,179,547 -6.2% 

Source: SGX, Bloomberg, PSR 

Foreign exchange trading on the SGX increased 14% YoY to 2.2mn contracts in 
October. China’s economic rebound continued to spur strong institutional 
demand for risk management of the renminbi (RMB). Reflecting this, SGX’s 
USD/CNH Futures jumped 7% YoY to 790,720 contracts. Month-end open interest 
in this contract, the world’s most widely-traded international RMB futures, 
increased 11% YoY to US$101.9bn. 

 

 

 

 

 

 

 

 

 
 
 
 
 

 
 
 

 
 
 
 

Figure 9: Correlation of DDAV and VIX Index 

 
Source: SGX, Bloomberg, PSR 
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Investment Action 

Maintain OVERWEIGHT. We remain positive on banks. Banks traded above 1.4x 
P/B over the last five years and are currently close to or below our P/B targets. 
Our price 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 Singapore banks could pay special dividends when the 
macroeconomic outlook stabilises. Capital ratios of 13.5–17.1% are higher than 
the banks’ optimal operating range of 12.5–13.5%. This is supportive of more 

aggressive capital optimisation. We believe the banks will also look for M&A 
opportunities with their excess capital. 

 
Figure 11: Banks’ 5-year historical P/B 

Source: Bloomberg, PSR  

 

 

Figure 12: 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 1.34 1.02 0.97 

Forward target 1.36 1.27 1.17 

TP (S$) 35.90 14.22 29.00 

Source: Bloomberg, PSR 
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