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Singapore Banks

Shock Absorber

Well positioned to absorb oil shock. But yields tight

Oil shock related spikes in Singapore banks’ credit costs and NPLs have
been steadily declining in the past 25-years. While the full impact of the
current US-Iran shock is unknown, we believe the sector is in a strong
position to manage downside risks. Indeed, we estimate in a “Stress Case”
scenario with sharply higher credit costs, and falling loans and Noll, the
impact to capital is limited. This should keep dividend and capital returns
policies intact. However, with yields less appealing, maintain NEUTRAL.
We prefer NBFls including SIF and IFAST, while DBS is top bank pick.

Manageable asset quality impacts in recent oil shocks

We analyse oil shocks in the past 25-years. The worst was 2003-08 when
oil peaked at USD147/bbl from surging China/EM demand. This was
followed by the Arab Spring 2010-12, Covid Rebound 2021-22 and Russia-
Ukraine 2022-23. Credit costs were highest in 2003-08 with the sector
peaking at 74bps, while NPLs reached 6.7%. However, for context, the 5-
years prior to this shock, credit costs averaged 69bps. Subsequent shocks
have seen credit costs coming in lower. They averaged 20-22bps in the past
two shocks. NPLs were also relatively contained averaging 1.3%-1.5%. Many
factors are uncertain in the current oil shock- including its length and the
ultimate oil price peak. However, we believe the sector is in a strong
position to face downside risks. NPL cover averages 126% with significant
management overlays. Nearly SGD1bn of support rolled out by the
government last week also helps to ease energy costs pressures, especially
for SMEs. This further reduces asset quality risks, in our view.

Strong capital buffers in a “Stress Case” scenario

Amidst uncertainty, our Macro Team has shaved 20bps from FY26E GDP. We
run a “Stress CASE” scenario, assuming -100bps lower loan growth, -10%
less Noll and +50% higher credit costs than FY26E Base Case assumptions.
We also assume NIMs may contract only by half the Base Case as higher-
inflation is likely to lead to less Fed cuts. Overall, this lowers FY26E EPS
by 10%-11% for DBS, OCBC and 16% for UOB. The impact to CET1 is around
-0.3%, keeping capital levels well on excess of regulatory minimums. As a
result, dividend payout policies and guided capital returns are unlikely to
be impacted even in such a worst case scenario, in our view.

Limited yields = NEUTRAL. DBS, NBFIs preferred

OCBC, UOB dividend vyields are <4.5% with limited prospects for fresh
capital returns announcements; we remain NEUTRAL on the sector.
Contrastingly, strong capital returns visibility and scale execution keeps
DBS as top pick. We prefer NBFls: (a) SIF has strong gearing to Singapore’s
construction boom, higher NIMs from niche SME clients and deep
discounted valuations; (b) IFAST is benefitting from safe haven wealth
management flows, HK business scaling and capital market activities.
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EM - Emerging Markets

Noll - Non-interest income
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Sing Investments & Finance (SIF SP, SGD1.62, BUY, TP:
SGD2.11)
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Manageable asset quality impacts in recent
oil shocks

Credit costs were high on a relative scale in the 2003-08 oil shock. However,
even before the shock, the “normalized” cycle credit costs were 69bps
(taken as 5-year average prior to oil shock). Subsequent shocks have
generally resulted in much lower credit costs and NPLs.

In the current US-Iran oil shock, while duration and intensity is unknown,
the sector enters this cycle from a position of strength. NPL cover ranges

from 97% for UOB, 130% for DBS and 151% for OCBC.

Fig 1: Highest credit costs and NPLs reached during oil shocks in the past 25-years

Max Credit Cost (bps) Max NPL (%)
DBS OCBC uoB DBS OCBC uoB
2003-2008 Surge 84 58 82 5.20% 7.30% 8.10%
2010-2012 Arab Spring 63 23 44 1.90% 1.10% 1.90%
2021-2022 Covid Rebound 06 31 22 1.30% 1.50% 1.60%
2022-2023 Russia-Ukraine 14 25 29 1.10% 1.20% 1.60%

Source: Company data, Maybank IBG Research

Additional SGD1bn support for households and businesses from the
government, which was announced on 07 April, to ease oil price hike
pressures further lowers NPL risks - especially from SMEs who are likely to
feel the squeeze earlier.

Fig 2: Additional government support for businesses announced 07 April

Support for Businesses

=3 o)
Temporary co-funding of cost increases for essential B..O
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such as those for students, seniors and persons with disabilities

L 11!
Increase Corporate Income Tax rebate to 50% [ L 1]
for Year of Assessment 2026: .=

+ Raise minimum benefit to S$2,000 for eligible companies
« Raise benefits cap to S$40,000 per company

Expand Energy Efficiency Grant (Base tier)
to all sectors and extend to Mar 31, 2028 L

Source: MOF, Business Times, Maybank IBG Research

Overall, we believe the sector is well positioned to weather the current oil
shock with downside risks contained in the medium term.
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“Stress Case” Scenario Analysis

Scenario 1: Net interest income stress

Given our Macro Team’s 20bps cut to FY26E GDP growth, we reduce YoY
loan growth rate by 100bps in an abundance of caution. This results in -0.1%
to -0.5% cut to our Base Case FY26E EPS forecasts.

Fig 3: -100bps cut to YoY loan growth from FY26E Base Case

BASE YoY (%) NPAT impact -100bps YoY

from BASE
DBS 5.5% -0.2%
0CBC 7.8% -0.1%
uoB 5.3% -0.5%

Source: Maybank IBG Research

A high inflation risk environment may lead to less Fed rate cuts than
anticipated at the start of FY26. Currently the probability of a ‘no cut’
scenario is rising. In this case, NIMs may see a shallower contraction. Our
scenario assumes half the NIM contraction from the FY26E Base Case.

Fig 4: NIM contracting only half of FY26E Base Case

NPAT impact from only

BASE YoY (bps) half contraction from

BASE

DBS -7 2.3%
0CBC -2 0.7%
uoB -6 2.2%

Source: Maybank IBG Research

Scenario 2: Non-interest income stress

Lower loan growth may lead to falling loan-related fees. Also higher

uncertainty may delay or slow down capital markets and IB&A activities. An
upshot could be increased wealth management flows, given Singapore’s
safe haven status. In our scenario, we assume Noll coming in 10% lower than
our FY26E Base Case assumptions.

Fig 5: Noll 10% lower than FY26E Base Case

NPAT impact from

ez O (G 10% lower Noll

DBS 8.8% 7%
0CBC 11.2% -6%
uoB 6.9% -7%

Source: Maybank IBG Research

Scenario 3: Asset quality stress
A prolonged oil shock may lead to stress across multiple sectors. At the

same time, increased volatility may lead management teams to increase
cautionary provisions. Our scenario assumes a +50% spike in credit costs to

our FY26E Base Case assumptions.

Fig 6: +50% higher credit costs to our FY26E Base Case

BASE (bps) NPAT impact

DBS 18 -3.2%
0CBC 23 -4.7%
uoB 29 -8.3%

Source: Maybank IBG Research
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Scenario 4: Worst Case -100bps fall in loan growth, -10% lower
Noll and +50% higher credit costs

In our worst case scenario, which sees lower operating income and higher
credit costs, FY26E Base Case earnings are impacted by 10%-16%. However,
the CET1 impact is around -0.3%, keeping the overall ratio well above
regulatory minimums.

Fig 7: Worst case scenario impact to NPAT and CET1 vs. FY26E Base Case

NPAT impact CET1 impact

DBS -10% -0.32%
0CBC -11% -0.26%
uoB -16% -0.30%

Source: Maybank IBG Research

As a result, we believe even in such a scenario, existing dividend policies
and guidance on capital management is unlikely to be disrupted.
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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 2001),
MRPL shall be legally liable for the contents of this report.

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.

If you are an authorised recipient, you hereby tacitly acknowledge that the research reports from MST 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 (“IOD”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and
Exchange Commission. The survey of the 0D 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
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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
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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
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