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United Overseas Bank Limited 

Let down by weaker fee and non-interest income 

SINGAPORE | BANKING | 1Q22 RESULTS 

 1Q22 earnings of S$906mn were lower than our estimates due to lower-than-expected 
fee and other non-interest income. 3M22 PATMI is 19% of our FY22e forecast. 

 NII was up 1% QoQ from an NIM increase of 2bps QoQ to 1.58% and loan growth of 3% 
QoQ. Fee income was flat QoQ while other non-interest income was down 43% QoQ. 

Management guidance of single-digit loans growth with stable NIMs and provisions 
remains unchanged.  

 Maintain ACCUMULATE with unchanged target price of S$35.70. Our FY22e estimates 

remain unchanged. We assume 1.46x FY22e P/BV and ROE estimate of 11.5% in our 
GGM valuation. There is upside to our estimates from further GP write-backs and 
higher NIMs. Every 25bps rise in interest rates can raise NIM by 0.04% and PATMI by 
4.3%. 

 
Results at a glance 

 

Source: Company, PSR 

The Positives 

+ NII increased 1% QoQ, led by steady loan growth. NII grew 1% QoQ and 10% YoY, led by 

continued loans growth of 3% QoQ and 9% YoY, while NIM improved 2bps QoQ to 1.56%. 
Loan growth was led by corporate loans in Singapore, Greater China and Western countries, 
while QoQ loan growth was mainly from trade and term loans in Singapore. UOB has 

maintained its guidance of mid to high single-digit loan growth for FY22e. 

+ Credit costs improved 10bps YoY. Total allowances fell by 11% YoY to S$178mn resulting 
in credit costs improving by 10bps YoY to 19bps. However, allowances were higher QoQ , 
mainly due to higher GP write-backs in the previous quarter (S$2mn in 1Q22 vs S$76mn in 

4Q21). Total general allowance for loans, including RLARs, were prudently maintained at 
0.9% of performing loans. UOB has maintained its credit cost guidance of 20-25bps for 
FY22e. 
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(SGD mn) 1Q22 1Q21 YoY 4Q21 QoQ Comments

Net interest 

income
1,686 1,529 10% 1,677 1%

NII grew 1% QoQ from NIM increase of 2bps to 

1.58% and loan growth of 3% QoQ. NII 

increased 10% YoY led by loan growth of 9% 

YoY. 

Fees & Comm 572 619 (8%) 580 (1%)

Fee income flat QoQ and down 8% YoY as 

higher loan-related fees were moderated by 

seasonally lower credit card spend and lower 

WM fees due to the dampened maket 

sentiment.

Other Non Int 

Income
101 338 (70%) 177 (43%)

Other non-interest income fell as higher 

customer-related treasury income was more 

than offset by impact from hedges as interest 

rates rose and unrealised mark-to-market on 

investments.

Total Revenue 2,359 2,486 (5%) 2,434 (3%)

Expenses (1,058) (1,089) (3%) (1,095) (3%)

Expenses fell in tandem with lower income, 

nonetheless cost-to-income ratio improved 

0.2% QoQ to 44.8%.

PPOP 1,301 1,397 (7%) 1,339 (3%)

Allowances (178) (201) (11%) (112) 59%

Allowances higher QoQ due to higher GP write-

back in 4Q21. As such, credit costs normalised 

to 19bps for 1Q22. NPL ratio maintained at 

1.6% as asset quality remained resilient.

PATMI 906 1,008 (10%) 1,017 (11%)

ACCUMULATE (Maintained)
LAST TRADED PRICE

FORECAST DIV

TARGET PRICE

DIVIDEND YIELD 4.0%

TOTAL RETURN

COMPANY DATA

BLOOM BERG TICKER UOB SP

O/S SHARES (M N) : 1,675     

M ARKET CAP (USD mn / SGD mn) : 36593 / 50589

52 - WK HI/LO (SGD) : 33.33 / 24.73

3M  Average Daily T/O (mn) : 3.69       

MAJOR SHAREHOLDERS (%)

8.0%

Wah Hin & Co Pte Ltd 5.2%

Vanguard Group Inc 2.3%

2.2%

PRICE PERFORMANCE (%)

1M T H 3M T H YT D

COM PANY (4.5)      2.1         13.7        

STI RETURN (0.8)      4.4        8.7         

PRICE VS. STI

Source: B loomberg, PSR

KEY FINANCIALS

Y/ E D ec F Y20 F Y21 F Y22e F Y23e

Total Inc (SGD mn) 9,174      9,790  10,923 11,804    

Op Profit (SGD mn) 3,435     4,818   5,574   6,090    

NPAT (SGD mn) 2,919      4,085  4,740   5,168     

EPS (SGD) 1.68         2.38     2.76     3.00       

PER, (X) 17.9 12.7 11.0 10.1

P/BV, (X) 1.3           1.3        1.2         1.2          

DPS (SGD) 0.78        1.20      1.37      1.50        

ROE 7.4% 9.9% 11.4% 11.9%

Source: B loomberg, Company, PSR
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UNITED OVERSEAS BANK  RESULTS 

The Negatives 

- Fee income fell 8% YoY. Fee and commission income fell  8% YoY, particularly from wealth 

and fund management due to the subdued market conditions. Fees, however, were stable 
QoQ as a strong demand for lending and advisory business propelled higher loan-related 
fees which were moderated by seasonally lower credit card spend and lower wealth and 

fund management fees due to the dampened market sentiment. UOB has lowered its 
guidance to high single-digit growth in fee income for FY22e (previously double-digit 
growth). 

- Other non-interest income fell 70% YoY. Other NII fell  70% YoY due to the impact on 

hedges, resulting in lower non-customer-related trading and investment income while 
customer-related treasury income was stable. Other NII fell  43% QoQ as customer-related 
growth of 18% QoQ was more than offset by impact from hedges as interest rates rose and 

unrealized mark-to-market on investments.  

- New NPAs of S$462k in 1Q22. New NPA formation increased by 219% YoY but fell  31% 
QoQ to S$462mn. Nonetheless, NPL ratio remained stable at 1.6%. 1Q22 NPA coverage is 
at 94% and unsecured NPA coverage at 216%, compared with DBS’ NPA coverage of 11 4% 

and unsecured NPA coverage of 193% for the same period. 

Outlook 

PATMI: UOB’s profit should continue to grow in 2022e on the back of stabilising margins, 
stronger fees and lower provisions. We expect NII to expand 14% YoY. We continue to 

expect credit costs to come in below guidance of 20-25bps. There is earnings upside from 
writebacks of the S$1bn in management overlay of general provisions. Management has 
said that as it is being conservative, the intention is only to write-back some but not all  of 

the GPs during the second half of 2022.  

NIMs: Management expects improvement in NIMs  only in the later part of 2022. UOB said 
that a 25bps rise in interest rates could raise NII by $150mn-200mn (or NIM sensitivity of 
4bps for every 25bps rate hike). Assuming rate hikes totall ing 100bps this year, our FY22e 

NII can climb S$800mn (or 11%) resulting in an increase in our FY22e PATMI by 17%. 

Loan growth: Asset quality is expected to stabilise, and management expects to continue 
to see strong demand for loans  as cross-border activities pick up. ASEAN loans growth is 
expected to be higher with some slowdown in Singapore and North Asia. Growth so far has 

been skewed towards the developed markets as the ASEAN economy remains muted, but 
management expects this to change in 2022 as the economy recovers. UOB has guided mid 
to high single-digit loan growth for FY22e. 

Table 1: UOB guidance vs PSR estimates for FY22e 

 

Investment Action 

Maintain ACCUMULATE with unchanged target price of S$35.70.  

We maintain our ACCUMULATE recommendation with an unchanged target price of 

S$35.70. Our FY22e estimates remain unchanged. We assume 1.46x FY22e P/BV and ROE 
estimate of 11.5% in our GGM valuation. 

 

 

List of Abbreviations 
WM – Wealth Management 
NII – Net Interest Income 
NIM – Net Interest Margin 
SP – Specific Provisions 
GP – General Provisions 
CIR – Cost-to-income 
RLAR – Regulatory Loan Allowance Reserve 
NPA – Non-performing Assets 

 

Assumptions UOB PSR

NIM Stable (1.58%) 1.59%

Loan growth Mid to high s ingle-digi t 7%

Cost-income ratio Stable (44%) 43%

Credit Cost 20 - 25 bps 26

Source: Company, PSR
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GGM valuation 

 
Source: PSR 
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Total Returns Recommendation Rating

> +20% Buy 1

+5% to +20% Accumulate 2

-5% to +5% Neutral 3

-5% to -20% Reduce 4

< -20% Sell 5

We do not base our recommendations entirely on the  above quantitative return bands.  

We consider qualitative factors like (but not limited to) a stock's risk rew ard profile, market 

sentiment, recent rate of share price appreciation, presence or absence of stock price 

catalysts, and speculative undertones surrounding the stock, before making our f inal 

recommendation.
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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 re spect 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 decisio n 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, in cluding 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 r eport, and 
may have performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or p ersons associated with or connected to Phillip 
Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of t his 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 exchan ge 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 R esearch, 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 repo rt, 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, finan cial situation or particular needs of any 
particular person. The products mentioned in this report ma y 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 a ny 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.  


