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Security Bank (Philippines) (secspm)

Worth a second look

U/G to BUY: Cheap valuations; 16% FY24E EPS growth

SECB has dropped 23% from its peak in Mar 2023, and is now trading at
0.4x FY24E P/BV, which is >1SD below its 5yr mean. We cut our FY23/24E
earnings forecasts by 5%/10% to reflect our lower loan growth and forex
gain forecasts, and trim our rolled-forward TP to PHP94 (-2.1%). Despite
this, we believe current levels are attractive, especially as we are
forecasting 16% YoY net income growth for FY24, driven by loan growth
improvement, healthy fee growth, and lower costs. Hence, we U/G our
rating to BUY from HOLD.

Loan growth challenging but retail loans a mitigant

1H23 loans declined by 1% YoY as retail and MSME loans rose by 19% YoY
but wholesale declined 9% YoY. Weakness in corporate lending is attributed
to stiff competition in the high interest environment, which we expect to
persist in 2H23 and early 2024. Given this, we cut our FY23/24E loan
growth forecasts to 3%/9% from 7%/10%. On a positive note, SECB’s
expansion in retail enabled it to improve NIM by 24bps QoQ in 1H23.

Opex to stay elevated; no material AQ issues

We expect cost-to-income ratio to remain high around 60% due to ongoing
branch expansion and higher IT investment. Management said that cost
growth would only start to normalise by 2H24. Meanwhile, we expect a
small uptick in its NPL ratio to 3.3% by YE23 (1H23: 3.1%) due to faster
growth in the consumer segment, particularly in non-collateralised
segments (i.e. credit card and personal loans). Still, we are not too
worried about this space as SECB can raise its NPL cover to 100%.

Retail growth is key

For the stock to re-rate, we believe SECB needs to continue to deliver
strong growth in its retail lending business, as this will be key in margin
preservation and help sustain growth in its fee income. Normalized funding
costs and lower opex for FY24E are also important catalysts.

FYE Dec (PHP m) FY21A FY22A FY23E FY24E FY25E
Operating income 36,811 39,635 40,021 43,425 49,859
Pre-provision profit 15,527 16,727 15,986 17,813 22,048
Core net profit 6,917 10,556 9,903 11,522 14,769
Core EPS (PHP) 9.2 14.0 13.1 15.3 19.6
Core EPS growth (%) (6.9) 52.6 (6.2) 16.3 28.2
Net DPS (PHP) 3.0 3.0 3.0 3.0 4.0
Core P/E (x) 13.0 6.2 5.9 5.0 3.9
P/BV (x) 0.7 0.5 0.4 0.4 0.4
Net dividend yield (%) 2.5 3.4 3.9 3.9 5.2
Book value (PHP) 165.98 167.01 189.41 201.69 217.28
ROAE (%) 5.6 8.4 7.4 7.8 9.4
ROAA (%) 1.0 1.4 1.1 1.2 1.4
Consensus net profit - - 10,553 11,794 13,087
MIBG vs. Consensus (%) - - (6.2) (2.3) 12.8
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Company Description

Security Bank Corp provides commercial banking
services such as deposit products, loans, trade
finance, treasury, FX and trust services.

Statistics

52w high/low (PHP) 102.80/74.70
3m avg turnover (USDm) 0.2
Free float (%) 55.2
Issued shares (m) 754
Market capitalisation PHP58.0B
UsD1.0B

Major shareholders:
Dy Group (voting incl prefs) 52.5%
Bank of Tokyo MUFG (voting incl prefs) 20.0%
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Security Bank (Philippines)

Value Proposition

SECB has a partnership with Bank of Tokyo-MUFJ, which holds
a 20% stake in the bank. This partnership catapulted SECB to
become the fifth-largest bank in Philippines in terms of asset
size in FY17, from eighth in FY14. As of 1H23, it is 10,
Low-cost deposit ratio dropped to 57.8% in FY22 from 62% in
FY21. It rose to 63% as of end-1H23.

SECB’s partnership with Thailand’s Bank of Ayudhya aims to
capitalise on the latter’s expertise in the retail finance
market.

Through its subsidiary, SB Finance, SECB is looking to expand
its retail loan offerings through its digital platform.

Historical and forecasted ROE and ROA
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Financial Metrics

Loans grew by 12% YoY in FY22. We expect slower lending
growth at 3.4% for FY23E as a result of subdued credit
demand arising from higher interest rates, before
accelerating by 9% YoY in FY24E.

We forecast credit cost to further decline to 60bps/50bps in
FY23E/24E as credit quality improves. We expect a small
uptick in NPL ratio to 3.3% in FY23E from 2.95% in FY22.
Deposit costs rose significantly in FY22 to 90bps from 60bps
in FY21 due to a sharp increase in time deposit rates. We
expect deposit costs to rise further to 140bps for FY23E.
Trading income to remain lacklustre in FY23E given the rising
yield trajectory.

Credit costs and NPL ratio (bps)
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Price Drivers

Historical share price trend
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1. MSCI PH index rebalancing resulted in SECB’s higher
weighting of 1.8% from 0.9%.

2. Issued USD300m worth of five-year senior unsecured
fixed rate notes with a coupon of 4.5%.

3. SECB sealed its strategic partnership with Thailand’s
Bank of Ayudhya.

4. Management said at the 3Q21 briefing it will be
converting its PHP1/share special dividend to regular
dividends.

5. SECB removed from the PSEi.

Swing Factors
Upside

= Better-than-expected loan growth recovery in wholesale
and retail.

= Higher-than-expected trading gains.

= Value-enhancing acquisition, an opportunity to deploy
excess capital.

= Expansion of SB Finance’s loan growth through its digital
platform.

Downside

= NIM contraction due to reduction of percentage of high-
yielding consumer loans to total loans.

=  Weak treasury operations.

= Faster-than-expected new NPL formation from the build-
up of consumer loans and higher loan rates.

rachelleen.rodriguez@maybank.comi



mailto:rachelleen.rodriguez@maybank.com
mailto:rachelleen.rodriguez@maybank.com

Security Bank (Philippines)

ESG@

Rachelleen.rodriguez@maybank.com

Business Model & Industry Issues
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Risk Rating & Score' High Risk - 32
Score Momentum? -7.7

Last Updated 12 Dec 2022
Controversy Score? 2
(Updated: 07 Apr 2023)

= SECB’s sustainability framework is anchored on their BetterBanking promise, which aims to provide an unwavering commitment

to excellent service to their clients.

= Even prior to the pandemic, SECB has been making investments in their digital platform. With the investment of Bank of Tokyo
in 2016 and this active involvement, Security Bank began to focus more on improving their digital footprint.

= SECB is still at the early stages of their ESG initiatives. Most of its initial efforts are focused on social initiatives. Nevertheless,
it is on the right track, having made available a sustainability report beginning 2014.

= The bank is not part of any conglomerate nor is it affiliated with any group or family which are involved in other businesses (Dy
family is only involved in SECB). Its standalone status enables it to act only with its own best interest in mind, which is a positive

for minority shareholders.

Material E issues

= SECB has been replacing end-of-life air conditioning units
with energy saving inverter-type units, which is estimated
to bring PHP50,000 annual savings per branch. They also
chose to replace old fluorescent bulbs with LED bulbs.

= Scope 2 emissions are up by 37% YoY to 14.1m kWh

= |n 2023, the Alliance Segment expects bigger investment
interest from Japanese corporations in real estate,
renewable energy, infrastructure, and health care, given
the momentum in these sectors.

= The bank is now monitoring its greenhouse gas (GHG)
emissions from operations, particularly in electricity use
and fuel consumption of generator sets, with the objective
of reducing its carbon footprint.

Material S issues

= As of 2022, The Scholars for Better Communities Program
supported 1,290 scholars, produced 185 college graduates,
with seven of the graduates now employed with the Bank.

= SECB and SBFl, in partnership with post-graduate medical
interns from the Department of Health-Philippine Centers
for Specialized Health Care, provided basic medical services
to 300 residents of Coron, Palawan.

= SECB has 7,344 employees as of Dec. 2022, 67% of which are
women. 18% of employees are under a collective bargaining
agreement.

= Employees who needed to physically report to work
received hazard pay and allowances.

= SECB helps fund St. Luke’s Medical Center’s programme for
boosting the immunity of indigent Covid-19 patients
through convalescent plasma treatment.

= SECB has been actively improving its systems as it’s moving
towards digitalization of banking. Will continue our work
with the best technology partners in different areas such as
cloud migration, branch banking enhancements, and
improved customer journeys.

Key G metrics and issues

The board of directors (BOD) is made up of 16 highly
qualified business professionals. Of the 16, 5 are
independent directors.

Of the 16, 3 are women, which is already above the norm
for Philippine companies.

Four of the Board members are in the 50 to 60 age bracket
while ten directors are in the over 60 age group. The Board
likewise benefits from the global experience of its
members whose home countries include Japan, Korea, and
India.

There are 2 family members on the BOD, Frederick Y. Dy,
Chairman Emeritus, and Daniel S. Dy, Director.

The Corporate Governance Committee and Risk Oversight
Committee serve as the BOD’s check and balance.

SECB has a Sustainable Committee headed by its CFO. This
committee is responsible for foundation-building, and
eventual development of appropriate responses to
environmental and social issued relevant to the bank.

In the 56th Anvil Awards, SECB was awarded the silver
award for Specialized Public Relations Program, COVID-19
focused Internal communication, and silver award for
Public Relations Program on a Sustained Basis:
Education/Literacy, Build A school, Build a Nation: The
Classrooms Project.

SGV & Co, the local partner of Ernst and Young, has been
Security Bank’s auditor for over 15 years.

1Risk Rating & Score - derived by Sustainalytics and assesses the company’s exposure to unmanaged ESG risks. Scores range between 0 - 50 in order of increasing
severity with low/high scores & ratings representing negligible/significant risk to the company’s enterprise value, respectively, from ESG-driven financial impacts. 2Score
Momentum - indicates changes to the company's score since the last update - a negative integer indicates a company’s improving risk score; a positive integer indicates
a deterioration. 3Controversy Score - reported periodically by Sustainalytics in the event of material ESG-related incident(s), with the impact severity scores of these
events ranging from Category 0-5 (0 - no reports; 1 - negligible risks; ...; 5 - poses serious risks & indicative of potential structural deficiencies at the company).
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Security Bank (Philippines)

ESG@

Quantitative Parameters (Score: 37)

BDO BPI
Particulars Unit 2019 2020 2021 (2021) (2021)
Scope 1 k tCO2e 0.1 0.0 0.0 0.4 NA
Scope 2 k tCO2e 11.7 9.6 10.3 70.6 25.7
Total k tCO2e 11.7 9.6 10.3 70.6 25.7
Scope 3 k tCO2e NA NA NA NA NA
Total k tCO2e 11.7 9.6 10.3 70.6 25.7
Scope 1 & 2 emission intensity tCO2e/empl 1.8 1.4 1.4 3.0 1.3
Green energy share of power usage % NA NA NA NA NA
Water recycled as % of usage % NA NA NA 6.3% NA
Electricity consumption intensity MWh/empl 2.5 2.0 2.0 4.2 1.9
Water consumption intensity Cu.m/empl 16.2 1.7 12.0 24.0 17
% of debt from green instruments % 0.0% 0.0% 0.0% 0.3% 0.7%
'A of loans where ESG outcomes are NA NA NA NA NA
incorporated %
Exposure to coal, mining & plantation % of loan book NA NA NA 6.1% 47.0%
% of women in workforce % 67.9% 68.1% 67.5% 75.7% 66.9%
% of women in management roles % 58.6% 61.0% 61.9% 59.0% 65.0%
Average employee training hours/days Hours 42.4 30.6 127.1 39.0 6.1
Employee attrition rate % 12.48% 10.20% 12.50% 5.4% 7.5%
CEO and EVP salary as % of net profit % 1.0% 1.8% 2.0% 0.5% 1.1%
Officers employees salary as % of profit % 37.22% 57.7% 66.9% 2.2% 40.9%
Independent director tenure <10 years % 40.0% 40.0% 40.0% 45.5% 45.5%
Women directors on board % 20% 20% 20% 18% 13%

Qualitative Parameters (Score: 50)
a) is there an ESG policy in place and whether there is a standalone ESG Committee or is it part of Risk committee?
Yes, there is an ESG policy in place. There is a Management-level committee (Sustainability Committee) which is under the
following Board-level committees: (1) Corporate Governance Committee and (2) Risk Oversight Committee
b) is the senior management salary linked to fulfilling ESG targets?
No
c) Does the company follow TCFD framework for ESG reporting?
Not yet, but SECB is transitioning to align with the BSP's Sustainable Finance Guiding Principles, which includes climate change
impact measurement. Since 2013, SECB has been following Global Reporting Initiative framework for ESG reporting.
e) Does the company have a mechanism to capture Scope 3 emissions - which parameters are captured?
No
f) What are the 2-3 key carbon mitigation/water/waste management strategies adopted by the company?
SECB aims to reduce the environmental impact of its offices though resource-recycling, and efficient use of energy and resources,
such as shifting to LED lighting and inverter type air conditioning units. Also, the shift to digital is an essential strategy to reduce
paper waste. SECB is also currently undergoing baseline assessment for carbon reduction and utility efficiency target setting.
g) Does the bank have a policy to reduce exposure coal, oil, plantation etc sector financing?
Yes. SECB is limiting support for coal plants with a target to completely exit by 2033.

Target (Score: 60)

Particulars Target Achieved
Zero coal financing by 2033 Zero NA
Reduce fraud and phishing cases by 50% NA NA
Reduce GHG emissions NA NA
Reduce energy consumption NA NA
Zero work-related injuries Zero Zero
Impact
NA

Overall Score: 46

As per our ESG matrix, Security Bank Corp. (SECB PM) has an overall score of 46.

ESG score Weights  Scores Final Score SECB has an established framework and sustainability targets which

Quantitative 50% 37 18 is outlined in its stand-alone sustainability report. Areas for

Qualitative 259 50 13 improvement are its disclosure of quantifiable "E" metrics, board
? diversity, and higher lending to sustainable finance projects.

Target 25% 60 15 . g 8 AL

Total 46
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Security Bank (Philippines)

Securities

1. Forecast revisions

We cut our FY23/24E net income forecasts by 5%/10% due to the following:

Fig 1: Summary of forecast changes (PHPm)

FY23 FY23 FY24 FY24

(Old) (New) % change (Old) (New) % change Remarks

Interest income 44,426 44 583 0.4% 47,935 47,054 -1.8% We adjust our loan growth
forecast to 3.4% from 7.0%
to account for the
weakness in 1H23, but this
is offset by higher yield
forecast from SECB’s rising
consumer book. Lower
FY23E loan base,
meanwhile, reduced our
FY24E forecast.

Interest expense (13,615) (13,418) -1.4% (13,267) (13,710) 3.3%

Net interest income 30,810 31,164 1.1% 34,668 33,344 -3.8%

Other income 9,657 8,857 -8.3% 11,004 10,080 -8.4%

Service charges, fees and 5,663 5,470 -3.4% 6,546 6,271 -4.2%

commissions

Trading and securities gain 445 445 0.0% 715 715 0.0%

Foreign exchange gain - net 778 222 -71.4% 834 238 -71.4%  We adjust forex gains
downward to reflect the
weakness in 1H23.

Share in net income of associates 155 155 0.0% 162 162 0.0%

and JV

Miscellaneous 2,615 2,566 -1.9% 2,746 2,694 -1.9%

Gross operating profit 40,467 40,021 -1.1% 45,671 43,425 -4.9%

Other operating expenses (24,173) (24,035) -0.6% (26,068) (25,611) -1.8%

Compensation and fringe benefits (8,150) (8,150) 0.0% (8,692) (8,692) 0.0%

Taxes and licenses (3,237) (3,202) -1.1% (3,654) (3,474) -4.9%

Depreciation and amortization (2,512) (2,512) 0.0% (2,657) (2,657) 0.0%

Occupancy costs (412) (412) 0.0% (436) (436) 0.0%

Amortization of software costs (554) (554) 0.0% (582) (582) 0.0%

Others (9,307) (9,205) -1.1% (10,048) (9,771) -2.8%

Net operating profit 16,294 15,986 -1.9% 19,603 17,813 -9.1%

Provision for credit losses (2,697) (3,125) 15.9% (2,975) (2,850) -4.2%  We raise our provision
forecasts given SECB’s
more conservative
provisioning stance.

Pre-tax profit 13,597 12,861 -5.4% 16,628 14,963 -10.0%

Provision for income tax (3,127) (2,958) -5.4% (3,824) (3,441) -10.0%

Net income before minority 10,470 9,903 -5.4% 12,803 11,522 -10.0%

Minority interests - - - -

Net income after minority 10,470 9,903 -5.4% 12,803 11,522 -10.0%

Source: Maybank IBG Research
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Security Bank (Philippines)

2. New rolled forward TP at PHP94; BUY

Our lower earnings forecast slightly reduces our TP by 2.1% to PHP94/sh.
Despite the lower TP, we upgrade SECB to BUY given the steep price
correction from its peak in Mar 2023 at -23%, which now provides attractive
upside to our target. SECB is trading below 1SD below its 5-yr mean, which
we think is unjustified given our 16% net income growth forecast for FY24,
driven by loan growth improvement, strong fee growth, and lower costs.

Fig 2: Target price computation

(@ moyoors|

Securities

Old TP New TP Change
BVPS (PHP) 190.2 195.5 2.8%
Sustainable ROE 8.5% 8.3% -1.9%
Dividend payout 23.0% 23.0% 0.0%
Sustainable growth rate 6.5% 6.4% -1.9%
Cost of equity 10.4% 10.4% 0.0%
Risk-free rate 6.0% 6.0% 0.0%
Equity risk premium 5.5% 5.5% 0.0%
12M fwd P/B (target) (x) 0.50 0.48 -4.9%
| Target price (PHP) 96.0 94.0 -2.1% |
Source: Maybank IBG Research
Fig 3: SECB’s 5-year P/BV
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Fig 4: Peer comparison
Mkt cap Price P/E (x) P/B (x) Div yld (%) ROE
Stock (USDm) Rating (PHP) TP (PHP) Upside FY23E FY24E FY23E FY24E FY23E FY24E FY23E FY24E
BDO 9,980 Buy 129.4 167.0 31.4% 10.2 9.5 1.3 1.2 2.3 2.3 13.5% 12.8%
BPI 9,112 Buy 105.3 128.0 24.4% 10.4 10.5 1.2 1.1 2.8 2.8 13.3% 11.2%
MBT 4,102 Buy 51.9 70.0 40.8% 5.6 5.0 0.6 0.6 5.8 3.1 11.9% 11.9%
UBP 2,284 Buy 60.6 87.0 45.8% 11.1 7.9 0.8 0.7 2.2 2.3 7.8% 9.5%
SECB 1,021 Buy 77.0 94.0 26.0% 5.9 5.0 0.4 0.4 3.9 3.9 7.4% 7.8%
PNB 499 Buy 18.6 23.0 23.7% 2.5 2.5 0.2 0.1 0.0 0.0 6.5% 6.1%
Source: FactSet, Maybank IBG Research
6
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Security Bank (Philippines)

Appendix
A.

by sluggish corporate demand

1H23 earnings inline, but loan growth dragged

SECB reported 2Q23 net income of PHP2.6b, down 27.4% YoY (+8.3% QoQ),
bringing 1H23 down 21.3% YoY, in line with our FY23E estimate at 47%, but
below consensus at 44%. The YoY decline was a result of 292% YoY growth
in provisions set aside by the bank.

Fig 5: 1H23 earnings vs estimates

€ Maybank

Securities

PHP m 2Q23 2022 %Yoy  1Q23 % QoQ 1H23 1H22 % YoY AL Bl
FY23e FY23e
Net Interest Income 8,292 7,478 10.9% 7,454 11.2% 15,746 14,445 9.0% 30,810 51.1%
Non-interest income 2,530 2,472 2.4% 2,347 7.8% 4,877 4,783 2.0% 9,657 50.5%
Fees & comms 1,486 1,321 12.5% 1,312 13.3% 2,798 2,613 7.1% 5,663 49.4%
Trading and others 1,044 1,151 (9.3%) 1,035 0.9% 2,078 2,170 (4.2%) 3,993 52.0%
Gross profit 10,822 9,950 8.8% 9,800 10.4% 20,623 19,228 7.3% 40,467 51.0%
Cost-to-income ratio (%) 58.4% 53.0% 62.5% 60.3% 55.9% 59.7%
Operating expenses (6,316) (5,277) 19.7% (6,120) 3.2% (12,437) (10,748) 15.7% -24,173 51.4%
Pre-provision op profit 4,506 4,673 (3.6%) 3,680 22.4% 8,186 8,480 (3.5%) 16,294 50.2%
Provision for credit losses (983) (328) 199.6% (616) 59.7% (1,599) (408) 291.6% -2,697 59.3%
Pre-tax profit 3,523 4,345 (18.9%) 3,064 15.0% 6,587 8,072 (18.4%) 13,597 48.4%
Net profit 2,555 3,521 (27.4%) 2,360 8.3% 4,915 6,245 (21.3%) 10,470 46.9%
Source: Company, Maybank IBG Research
e Net interest income grew 9% YoY in 1H23, driven by 22bps YoY
NIM expansion. Net loans declined 1.1% YoY as while retail and
MSME loans rose 19% YoY, wholesale declined 9% YoY. The
growth in retail and MSME loans was driven by home loans
(+15%), credit cards (+33%), auto loans (+13%), and MSME loans
(+62%).
e Non-interest income rose 2% YoY, driven by fees which
increased 7.1% YoY.
e  Gross NPL ratio decreased to 3.06% from 3.12% in 1Q23. NPL
cover is at 100%.
e Opex grew by 15.7% YoY, driven by IT spend and manpower.
Cost-to-income ratio was at 60.3%.
e Annualized ROE is at 7.7%. CET1 and CAR were at 16.8% and
17.1%, respectively.
Fig 6: Loan breakdown
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Source: Maybank IBG Research
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FYE 31 Dec FY21A FY22A FY23E FY24E FY25E
Key Metrics

Core P/E (x) 13.0 6.2 5.9 5.0 3.9
Core FD P/E (x) 13.0 6.2 5.9 5.0 3.9
P/BV (x) 0.7 0.5 0.4 0.4 0.4
P/NTA (x) 0.7 0.5 0.4 0.4 0.4
Net dividend yield (%) 2.5 3.4 3.9 3.9 5.2

INCOME STATEMENT (PHP m)

Interest income 32,903.5 36,755.0 44,582.6 47,054.2 50,603.2
Interest expense (5,447.3) (7,508.8) (13,418.4) (13,709.9) (12,668.6)
Net interest income 27,456.2 29,246.2 31,164.2 33,344.3 37,934.6
Net insurance income 0.0 0.0 0.0 0.0 0.0
Net fees and commission 4,530.9 5,285.0 5,469.5 6,270.6 6,851.4
Other income 4,823.5 5,104.0 3,387.6 3,809.7 5,072.5
Total non-interest income 9,354.4 10,389.0 8,857.1 10,080.3 11,923.9
Operating income 36,810.6 39,635.2 40,021.3 43,424.7 49,858.6
Staff costs (6,922.4) (7,538.9) (8,149.8) (8,692.3) (9,081.0)
Other operating expenses (14,361.2) (15,369.7) (15,885.4) (16,919.0) (18,729.3)
Operating expenses (21,283.6) (22,908.7) (24,035.2) (25,611.4) (27,810.3)
Pre-provision profit 15,527.0 16,726.5 15,986.1 17,813.3 22,048.3
Loan impairment allowances (5,265.4) (2,634.3) (3,125.5) (2,850.3) (3,114.3)
Other allowances 0.0 (207.1) 0.0 0.0 0.0
Associates & JV income 0.0 0.0 0.0 0.0 0.0
Pretax profit 10,261.6 13,885.1 12,860.6 14,963.0 18,934.0
Income tax (3,344.6) (3,329.5) (2,957.9) (3,441.5) (4,165.5)
Minorities 0.0 0.0 0.0 0.0 0.0
Discontinued operations 0.0 0.0 0.0 0.0 0.0
Reported net profit 6,917.0 10,555.6 9,902.7 11,521.5 14,768.5
Core net profit 6,917.0 10,555.6 9,902.7 11,521.5 14,768.5

BALANCE SHEET (PHP m)

Cash & deposits with banks 53,634.2 60,792.8 60,572.9 65,854.4 71,612.3
Sec. under resale agreements 0.0 0.0 0.0 0.0 0.0
Derivatives financial assets 0.0 0.0 0.0 0.0 0.0
Dealing securities 6,922.5 7,566.6 12,707.7 10,361.8 11,267.8
Available-for-sale securities 80,669.2 112,891.5 120,723.2 131,249.3 142,725.0
Investment securities 21,836.6 69,230.0 88,954.0 96,710.0 105,165.8
Loans & advances 448,583.9 502,617.4 520,909.0 570,057.1 622,858.0
Central bank deposits 67,391.5 63,011.4 69,892.4 75,986.4 82,630.3
Investment in associates/JVs 1,540.2 2,440.5 2,635.8 2,846.7 3,074.4
Insurance assets 0.0 0.0 0.0 0.0 0.0
Fixed assets 6,367.8 8,483.5 8,971.8 9,489.0 10,036.8
Intangible assets 841.6 841.6 841.6 841.6 841.6
Other assets 11,829.5 14,415.7 15,136.5 15,893.4 16,688.0
Total assets 699,617.0 842,291.1 901,344.9 979,289.6  1,066,899.9
Deposits from customers 523,589.3 605,836.6 635,385.4 690,785.8 751,184.1
Deposits from banks & Fls 0.0 0.0 0.0 0.0 0.0
Derivatives financial instruments 1,285.4 1,752.8 1,752.8 1,752.8 1,752.8
Subordinated debt 0.0 0.0 0.0 0.0 0.0
Other securities in issue 28,721.3 47,111.7 56,534.0 67,840.8 78,017.0
Other borrowings 0.0 0.0 0.0 0.0 0.0
Insurance liabilities 0.0 0.0 0.0 0.0 0.0
Other liabilities 20,951.5 61,742.0 64,948.0 66,928.8 72,214.5
Total liabilities 574,547.4 716,443.1 758,620.2 827,308.2 903,168.4
Share capital 7,635.4 7,635.4 7,635.4 7,635.4 7,635.4
Reserves 117,434.1 118,212.7 135,089.4 144,346.0 156,096.1
Shareholders' funds 125,069.5 125,848.1 142,724.7 151,981.4 163,731.5
Preference shares 0.0 0.0 0.0 0.0 0.0
Minority interest 0.0 0.0 0.0 0.0 0.0
Total equity 125,069.5 125,848.1 142,724.7 151,981.4 163,731.5
Total liabilities & equity 699,617.0 842,291.1 901,344.9 979,289.6  1,066,899.9
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FYE 31 Dec FY21A FY22A FY23E FY24E FY25E
Key Ratios

Growth (%)

Net interest income (10.4) 6.5 6.6 7.0 13.8
Non-interest income (52.6) 11.1 (14.7) 13.8 18.3
Operating expenses 8.0 7.6 4.9 6.6 8.6
Pre-provision profit (49.4) 7.7 (4.4) 11.4 23.8
Core net profit (6.9) 52.6 (6.2) 16.3 28.2
Gross loans 1.5 11.1 3.4 9.1 9.0
Customer deposits 18.9 15.7 4.9 8.7 8.7
Total assets 7.2 20.4 7.0 8.6 8.9

Profitability (%)

Non-int. income/Total income 25.4 26.2 22.1 23.2 23.9
Average lending yields 4.99 4.54 5.10 4.95 4.88
Average cost of funds 0.98 1.08 1.82 1.70 1.44
Net interest margin 4.25 3.98 3.70 3.66 3.82
Cost/income 57.8 57.8 60.1 59.0 55.8

Liquidity (%)
Loans/customer deposits 84.6 81.9 80.8 81.3 81.7

Asset quality (%)
Gross NPL 4.3 3.0 3.3 3.3 3.4
Loan loss coverage 92.3 109.0 93.0 82.4 74.6

Capital adequacy (%)

CET1 19.1 16.1 16.8 16.5 16.3
Tier 1 capital 19.1 16.1 16.8 16.5 16.3
Risk-weighted capital 19.8 16.6 17.3 16.9 16.7

Returns (%)

ROAE 5.6 8.4 7.4 7.8 9.4
ROAA 1.0 1.4 1.1 1.2 1.4
Shareholders equity/assets 17.9 14.9 15.8 15.5 15.3

Source: Company; Maybank IBG Research
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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, “Maybank IBG”) and consequently no representation is made as to the accuracy or completeness of this report by Maybank IBG and it should not be
relied upon as such. Accordingly, Maybank IBG 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. Maybank IBG 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.

Maybank IBG 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 Maybank IBG 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 Maybank IBG’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 Maybank IBG and Maybank IBG 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 Research Pte. Ltd. (“MRPL") in Singapore has no obligation to update
such information for any recipient. For distribution in Singapore, recipients of this report are to contact MRPL 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), MRPL
shall be legally liable for the contents of this report, with such liability being limited to the extent (if any) as permitted by law.

Thailand

Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of Maybank Securities (Thailand) Public
Company Limited. Maybank Securities (Thailand) Public Company Limited (“MST”) accepts no liability whatsoever for the actions of third parties in this respect.

Due to different characteristics, objectives and strategies of institutional and retail investors, the research products of MST Institutional and Retail Research departments may differ in either
recommendation or target price, or both. MST reserves the rights to disseminate MST Retail Research reports to institutional investors who have requested to receive it. If you are an
authorised recipient, you hereby tacitly acknowledge that the research reports from MST Retail Research are first produced in Thai and there is a time lag in the release of the translated
English version.

The disclosure of the survey result of the Thai Institute of Directors Association (“I0OD”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and
Exchange Commission. The survey of the I0D 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. MST does
not confirm nor certify the accuracy of such survey result.

The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by Thaipat Institute, is made in order to comply with the
policy and sustainable development plan for the listed companies of the Office of the Securities and Exchange Commission. Thaipat Institute made this assessment based on the information
received from the listed company, as stipulated in the form for the assessment of Anti-corruption which refers to the Annual Registration Statement (Form 56-1), Annual Report (Form 56-2),
or other relevant documents or reports of such listed company. The assessment result is therefore made from the perspective of Thaipat Institute that is a third party. It is not an assessment
of operation and is not based on any inside information. Since this assessment is only the assessment result as of the date appearing in the assessment result, it may be changed after that
date or when there is any change to the relevant information. Nevertheless, MST does not confirm, verify, or certify the accuracy and completeness of the assessment result.

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)
only by Wedbush Securities Inc. (“Wedbush”), a broker-dealer registered in the US (registered under Section 15 of the Securities Exchange Act of 1934, as amended). All responsibility for the
distribution of this report by Wedbush in the US shall be borne by Wedbush. This report is not directed at you if Wedbush is prohibited or restricted by any legislation or regulation in any
jurisdiction from making it available to you. You should satisfy yourself before reading it that Wedbush is permitted to provide research material concerning investments to you under relevant
legislation and regulations. All U.S. persons receiving and/or accessing this report and wishing to effect transactions in any security mentioned within must do so with: Wedbush Securities
Inc. 1000 Wilshire Blvd, Los Angeles, California 90017, +1 (646) 604-4232 and not with the issuer of this report.
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UK

This document is being distributed by Maybank Securities (London) Ltd (“MSUK”) 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 individuals own risk. Nothing in this
report should be considered as constituting legal, accounting or tax advice, and that for accurate guidance recipients should consult with their own inde pendent tax advisers.

DISCLOSURES

Legal Entities Disclosures

Malaysia: This report is issued and distributed in Malaysia by Maybank Investment Bank Berhad (15938- H) which is a Participating Organization of Bursa Malaysia Berhad and a holder of
Capital Markets and Services License issued by the Securities Commission in Malaysia. Singapore: This report is distributed in Singapore by MRPL (Co. Reg No 198700034E) which is regulated
by the Monetary Authority of Singapore. Indonesia: PT Maybank Sekuritas Indonesia (“PTMSI”) (Reg. No. KEP-251/PM/1992) is a member of the Indonesia Stock Exchange and is regulated by
the Financial Services Authority (Indonesia). Thailand: MST (Reg. No.0107545000314) is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the
Securities and Exchange Commission. Philippines: Maybank Securities Inc (Reg. No.01-2004-00019) is a member of the Philippines Stock Exchange and is regulated by the Securities and
Exchange Commission. Vietnam: Maybank Securities Limited (License Number: 117/GP-UBCK) is licensed under the State Securities Commission of Vietnam. Hong Kong: MIB Securities (Hong
Kong) Limited (Central Entity No AAD284) is regulated by the Securities and Futures Commission. India: MIB Securities India Private Limited (“MIBSI”) is a participant of the National Stock
Exchange of India Limited and the Bombay Stock Exchange and is regulated by Securities and Exchange Board of India (“SEBI”) (Reg. No. INZ000010538). MIBSI is also registered with SEBI as
Category 1 Merchant Banker (Reg. No. INM 000011708) and as Research Analyst (Reg No: INH000000057). UK: Maybank Securities (London) Ltd (Reg No 2377538) is authorized and regulated
by the Financial Conduct Authority.

Disclosure of Interest

Malaysia: Maybank IBG and its Representatives may from time to time have positions or be materially interested in the securities referred to herein and may further act as market maker or
may have assumed an underwriting commitment or deal with such securities and may also perform or seek to perform investment banking services, advisory and other services for or relating
to those companies.

Singapore: As of 23 October 2023, Maybank Research Pte. Ltd. and the covering analyst do not have any interest in any companies recommended in this research report.

Thailand: MST may have a business relationship with or may possibly be an issuer of derivative warrants on the securities /companies mentioned in the research report. Therefore, Investors
should exercise their own judgment before making any investment decisions. MST, its associates, directors, connected parties and/or employees may from time to time have interests and/or
underwriting commitments in the securities mentioned in this report.

Hong Kong: As of 23 October 2023, MIB Securities (Hong Kong) Limited and the authoring analyst do not have any interest in any companies recommended in this research report.

India: As of 23 October 2023, and at the end of the month immediately preceding the date of publication of the research report, MIBSI, authoring analyst or their associate / relative does
not hold any financial interest or any actual or beneficial ownership in any shares or having any conflict of interest in the subject companies except as otherwise disclosed in the research
report.

In the past twelve months MIBSI and authoring analyst or their associate did not receive any compensation or other benefits from the subject companies or third party in connection with the
research report on any account what so ever except as otherwise disclosed in the research report.

Maybank IBG may have, within the last three years, served as manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of
the entities mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or investment services in relation to the investment concerned
or a related investment and may receive compensation for the services provided from the companies covered in this report.

OTHERS
Analyst Certification of Independence

The views expressed in this research report accurately reflect the analyst’s personal views about any and all of the subject securities or issuers; and no part of the research analyst’s
compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in the report.

Reminder

Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and assuming
the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and forward
interest and exchange rates), time to maturity, market conditions and volatility and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a structured
product should conduct its own analysis of the product and consult with its own professional advisers as to the risks involved in making such a purchase.

No part of this material may be copied, photocopied or duplicated in any form by any means or redistributed without the prior consent of Maybank IBG.
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Historical recommendations and target price: Security Bank (Philippines) (SECB PM)

20 Oct. 11 Nov 17 Nov 24 Nov 9 Mar 24 May 20 Sep 31 Jan 25 Oct 25 Jan
Hold : PHP106.0 Hold : PHP103.0 Sell : PHP100.0 Sell : PHP108.0 Sell : PHP118.0 Hold : PHP123.0 Buy : PHP124.0 Buy : PHP123.0 Buy : PHP105.0 Buy : PHP112.0
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13 Mar 24 May 13 Oct
Hold : PHP104.0 Hold : PHP96.0 Buy : PHP94.0
Security Bank (Philippines)
Definition of Ratings
Maybank IBG Research uses the following rating system
BUY Return is expected to be above 10% in the next 12 months (including dividends)
HOLD Return is expected to be between 0% to 10% in the next 12 months (including dividends)

SELL Return is expected to be below 0% in the next 12 months (including dividends)

Applicability of Ratings

The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are only applicable
to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry investment ratings as we do
not actively follow developments in these companies.
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