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Singapore Banking Monthly 

Extending their green shoots 

SINGAPORE | BANKING & FINANCE | UPDATE 

 Current interest rates of 0.42% are 11bps higher than the start of the year. 
 Loans fell 0.88% YoY in February but grew 0.46% MoM, the fourth consecutive 

month of growth. 
 SGX’s SDAV was third-highest on record but down YoY alongside DDAV as there 

was an anomalous selloff during the COVID-19 outbreak last year. 
 Maintain Overweight. Loans remain on path for recovery and interest rates are 

stable with a positive economic outlook. We continue to prefer OCBC (OCBC SP, 
BUY, TP: S$13.65) for its WM and insurance franchises. 

Interest rates ticked up in March 

Interest rates edged higher for a second consecutive month to 0.42% in March. Year 
to March, they were up 11bps. Still, the rates were 53bps lower than their FY20 
average. We continue to expect FY21e NIMs to come in at 1.45-1.55% for the three 
banks, lower than their 1.60% average in FY20.  

Figure 1: Negligible uptick in interest rates 

 
Source: Bloomberg, Company, PSR             

Figure 2: 3M-SOR 14bps higher than 1Q21 average 

 3M-SIBOR 
(%) 

3M-SOR 
(%) 

Average 
NIM (%) 

Current 
0.44                

(-55 bps) 
0.39                

(-34 bps) 
- 

1Q21 
0.42                

(-57 bps) 
0.25                

(-48 bps)  
- 

FY20 Average 0.99 0.73 1.60 

5-year 
Average 

1.25 1.15 1.73 

Source: Bloomberg, PSR 
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List of Abbreviations: 
NIM – Net Interest Margin 
NII – Net Interest Income 
SIBOR – Singapore Interbank Offer Rate 
SOR – Swap Offer Rate 
SORA – Singapore Overnight Rate Average 
DBU – Domestic Business Units 
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 29.00

FORECAST DIV SGD 1.10

TARGET PRICE SGD 29.50

DIVIDEND YIELD 3.79%

TOTAL RETURN 5.52%

Oversea-Chinese Banking Corp

BUY (Maintained)
BLOOMBERG CODE OCBC SP

LAST TRADED PRICE SGD 11.77

FORECAST DIV SGD 0.56

TARGET PRICE SGD 13.65

DIVIDEND YIELD 4.76%

TOTAL RETURN 20.73%

United Overseas Bank Limited

ACCUMULATE (Maintained)
BLOOMBERG CODE UOB SP

LAST TRADED PRICE SGD 25.80

FORECAST DIV SGD 1.20

TARGET PRICE SGD 28.70

DIVIDEND YIELD 4.65%

TOTAL RETURN 15.89%

Tay Wee Kuang (+65 6212 1853)

Reseach Analyst

taywk@phillip.com.sg
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Lending recovery extended to February 

Loans fell 0.88% YoY in February but grew for the fourth consecutive month, by 
0.46%. Business and consumer loans improved 0.48% and 0.42% MoM respectively. 

The pace of recovery dipped from the 0.72% MoM gain observed in January (Figure 
5) but consumer loans grew 0.1% YoY in their first annual growth since April 2019.  

Apart from the recovery in local loans, local banks should benefit from regional 
trade flows with their presence in North Asia and Southeast Asia, where vaccination 
programmes are underway to aid the economic recovery.  

Figure 4: Loans narrowed their decline in February 

 
Source: MAS, PSR 

Market activities fell in March 

Preliminary SDAV for March of S$1,627mn was the third highest historically. YoY, 
SDAV was down 26% from the S$2,193mn in March 2020 (Figure 7) when there was 
a market selloff at the height of the global outbreak of COVID-19.  

Turnover for the top five equity index futures shrank 32.1% YoY in March (Figure 8). 
Again, this could be attributed to less volatility than a year ago, which dampened 
demand for derivatives as a hedging tool (Figure 9). 

SGX’s (SGX SP, ACCUMULATE, S$11.01) income could slide 10% YoY in 3Q21 as a 
result of base effects, but is expected to normalise after that. 

Figure 8: Turnover of the top five equity index futures contracted sharply in March 

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

FTSE China A50 Index Futures 11,866,402 9,502,367 -19.9% 

Nifty 50 Index Futures 3,046,144 2,456,731 -19.3% 

Nikkei 225 Index Futures 4,809,3960 1,709,504 -64.5% 

MSCI Singapore Index Futures 1,438,118 1,146,913 -20.2% 

FTSE Taiwan Index Futures - 1,679,684 
-46.3% 

MSCI Taiwan Index Futures 3,126,496 - 

Sub-total 24,286,556 16,495,199 -32.1% 

Source: SGX, Bloomberg, PSR 
 

Figure 3: Short-term rates moved higher 

 
Source: Bloomberg, Company, PSR 

Figure 5:  Lending improved MoM 

Source: Bloomberg, Company, PSR 

Figure 7: March SDAV was weaker on a high 
base 

 
SDAV 
($mn) 

YoY 
(+/-) 

DDAV 
(mn) 

YoY 
(+/-) 

Mar-21 1,627 -26% - - 

Feb-21 1,357 -1% 1.06 -14% 

Jan-21 1,485 +22% 1.00 -7% 

3Q21 1,490 -7% - - 

Source: SGX, Bloomberg, PSR 

Figure 9: Low volatility led to weaker 
derivatives turnover 

 
Source: SGX, Bloomberg, PSR 
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Investment action 

Maintain Overweight 

Despite the run-up in their share prices in 1Q21, we continue to see upside for 
banks. They had traded above 1.4x P/B before in the past five years and are 
currently trading close to or below our P/B targets of 1.17-1.31x (Figure 10). Our 
targets are supported by improving ROEs as allowances ease off in FY21e.  

The banks have also emerged from FY20 with stronger capital ratios of 13.9-15.2%. 
These are higher than their ideal operating range of 12.5-13.5%, which banks hope 
to achieve so as to not negatively impact ROEs from holding excess capital. This 
should support a resumption of pre-COVID dividend payouts once the MAS lifts 
restrictions. 

For sector exposure, we continue to prefer OCBC. OCBC is expected to book faster 
earnings growth from its wealth-management and insurance franchises as market 
conditions improve. 

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

 
Source: Bloomberg, PSR 

Figure 10: UOB and OCBC trading below our 
forward P/B targets (x) 

 
Source: Bloomberg, PSR 
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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 
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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 
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 
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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 
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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 
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