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COMPANY RESULTS

DBS Group Holdings (DBS SP)

2Q23: Net Profit Of S$10b Is Within Reach

DBS achieved net profit of $$2,629m (+45% yoy) in 2Q23. NIM expanded 4bp qoq, while
net interest income grew 40% yoy. Management expects CIR to fall below 40% and ROE
to rise above 17% in 2023. DBS has increased quarterly DPS by 14% qoq to 48 S cents
for 2Q23. Surplus capital of S$3b or S$1.20 per share could be returned to shareholders
through step-up of quarterly dividend, special dividends or share buyback. Maintain

BUY. Target price: $$44.35.
RESULTS

» DBS Group Holdings (DBS) reported net profit of S$2,629m for 2Q23, up 45% yoy and 2%
qog. The results are above our net profit forecast of S$2,466m. The results included one-

time integration cost of S$60m for Citigroup's consumer banking business in Taiwan.

* Benefitting from higher interest rates. NIM expanded by 58bp yoy and 4bp goq to 2.16%
in 2Q23 as the Fed raised the Fed funds rate by 25bp in May and HIBOR rebounded in

Hong Kong. Net interest income grew 40% yoy.

» Loans contracted 2% yoy in 2Q23 due to a decline in low-margin trade loans. Maturing
trade loans were not replaced due to market slowdown and unattractive pricing.

¢ Wealth management gaining momentum. Fees & commissions grew 7% yoy, the first yoy
increase in six quarters. The recovery was led by wealth management (+12% yoy) and cards
(+17% yoy). Sentiment has improved and high network clients have started to put their
money to work, especially towards the later part of the quarter. DBS attracted net new
money of S$6b and assets under management (AUM) grew 9% yoy to S$294b

e Other non-interest income remained strong despite remaining flat qoq at S$641m in
2Q23. Treasury customer sales grew 13% yoy to S$458m.

» Improving cost efficiency. Operating expenses increased 16% yoy (exclude Citi integration
costs). Cost-to-income ratio improved 6ppt yoy to 38.3% in 2Q23.

o Asset quality is stable. NPL formation was benign and NPL balance dropped 3% qoq in
2Q23. NPL ratio was stable 1.1%. Specific provisions of S$114m were 10bp of loans. DBS
wrote-back general provisions of S$42m due to transfers and credit upgrade.

¢ Scaling greater heights. Total income crossed the S$5b mark for the first time in 1H23.
ROE reached a new quarterly record of 19.2% in 2Q23. The board has declared a quarterly
dividend of 48 S cents for 2Q23, an increase of 14% qoq.

KEY FINANCIALS

Year to 31 Dec (S$m) 2021 2022 2023F 2024F 2025F
Net interest income 8,440 10,941 13,849 14,413 14,369
Non-interest income 5,915 5,561 6,146 6,018 6,306
Net profit (rep./act.) 6,802 8,196 10,010 10,034 10,221
Net profit (adj.) 6,806 8,192 10,070 10,034 10,221
EPS (S$ cent) 261.2 314.3 386.7 385.3 392.6
PE (x) 12.9 10.7 8.7 8.8 8.6
P/B (x) 1.6 1.6 1.5 14 1.3
Dividend yield (%) 3.6 5.9 55 5.9 5.9
Net int margin (%) 1.5 1.7 2.2 21 2.0
Cost/income (%) 45.8 43.0 40.2 40.2 39.7
Loan loss cover (%) 116.3 121.8 119.8 122.7 127.8
Consensus net profit - - 9,747 9,678 9,883
UOBKH/Consensus (x) - - 1.03 1.04 1.03

Source: DBS Group Holdings, Bloomberg, UOB Kay Hian
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BUY

(Maintained)

Share Price S$33.76
Target Price S$$44.35
Upside +31.4%
(Previous TP S$41.50)

COMPANY DESCRIPTION

DBS is a pan-Asian banking group with a
significant presence in Singapore and Hong
Kong. It also has operations in India,

Indonesia, Taiwan and China.
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STOCK IMPACT KEY ASSUMPTIONS

. . . - 2021 2022 2023F  2024F  2025F
* NIM to peak in 3Q23. Management has guided for loan growth at low single-digit of 3-5% e e 99 18 23 49 49

for 2023, driven by non-trade corporate loans. It expects mid single-digit fee income growth  Nim (%) 145 175 216 213 203

with recovery in wealth management and sustained growth in card fees. Management Fees%Chg 152 (123) 140 78 76
NPLRatio(®) 127 113 121 127  1.29

expect mild upside for NIM in 2H23. Exit NIM was higher at 2.2% in Jun 23. Credit Costs (bp) 0.6 54 163 221 21
Net Profit (S$m) 6,802 8196 10,010 10,034 10,221
¢ CIR to fall below 40% and ROE to rise above 17% in 2023. Management expects  %Chg 441 205 21 02 19

operating expenses to increase 10% and CIR to fall below 40% in 2023. It expects specific ~ Source: UOB Kay Hian
provisions to be at the lower end of its guidance of 10-15bp (2021: 12bp, 2022: 8bp). ROE is  FEE INCOME = SEGMENTAL BREAKDOWN

likely to be above 17% in 2023. (ssm)

1,200
Short-term positive impact from Basel 4. The Monetary Authority of Singapore (MAS)is
expected to finalise Basel 4 in Jul 23, ahead of implementation starting 1 Jan 24. Basel 4 will /[ 4 w5 s
initially improve DBS' CET-1 CAR by 2ppt (short-term boost) during the five-year transitional

w3
. . A . ” . 600

period. The improvement gets eroded over time as the output floor is calibrated higher 400
during the transitional period. TV R TR e L

0 240 233 230 226 230 221
« DBS will continue to review its dividend policy. Management guided that an increased in 0 i i
dividends of 24 S cents per year is sustainable for the medium term. There is surplus capital _;S:Simem Bﬁiig i?;;awongvzices 1(35;5%‘;3123
of S$3b or S$1.20 per share based on operating range for CET-1 CAR of 12.5-13.5%. u Cards Wealth Management
Management will consider three options: a) step-up of regular quarterly dividend, b)  Source:DBS
returning capital to shareholders via special dividends, and c) share buyback. TOTAL ALLOWANCE
EARNINGS REVISION/RISK o 20
o We raise our earnings forecast by 3% for 2023 due to the better results for 2Q23 and mild 150
upside for NIM in 2H23. 100
50 -
VALUATION/RECOMMENDATION o ]
Z 42
¢ Maintain BUY. Our target price of S$44.35 is based on 1.81x 2024F P/B, derived from  s0{ 16) -
Gordon Growth model (ROE: 16.3%, COE: 9.0%, Growth: 0.0%). -100
-150
1Q22 2Q22 3Q22 4Q22 1Q23 2Q23
General Allowance For Credit Losses m Specific Allowance For Credit Losses
Source: DBS
2Q23 RESULTS
Profit & Loss (S$m) 2Q23 2Q22 yoy % Chg UOBKH Estimate Deviation (%)
Net Interest Income 3,433 2,454 39.9 3,361 21
Fees & Commissions 823 768 7.2 810 1.6
Other Non-interest Income 789 518 52.3 620 27.3
Total Income 5,045 3,740 349 4,791 53
Operating Expenses (2,004) (1,658) 20.9 (1,885) 6.3
PPOP 3,041 2,082 46.1 2,906 4.6
Provisions (72) (45) 60.0 (149) -51.6
Associates 42 52 -19.2 55 na.
PBT 3,011 2,089 441 2,812 7.1
Net Profit 2,629 1,816 44.8 2,466 6.6
EPS (S cents) 1035 69.8 484 94.7 9.3
DPS (S cents) 43.0 36.0 333 42.0 143
BVPS (S$) 21.85 20.78 5.1 21.01 4.0
Financial Ratios (%) 2Q23 2Q22 yoy Chg (ppt) 1Q23 goq Chg (ppt)
NIM 2.16 1.58 0.58 2.12 0.04
Loan Growth, yoy 2.1 6.7 -8.9 0.1 22
Deposit Growth, yoy -15 9.3 -10.8 1.8 -3.3
Loan/Deposit Ratio 79.9 80.4 -0.5 78.8 11
Cost/Income Ratio 38.3 443 6.0 38.1 0.2
ROE 19.2 13.4 5.8 18.6 0.6
NPL Ratio 11 13 -0.2 11 0.0
Credit Costs (bp) 6.8 4.2 2.6 15.3 -85
Loan Loss Coverage 126.8 1133 135 126.6 0.2
CET-1CAR 14.1 14.2 0.1 14.4 -0.3

Source: DBS, UOB Kay Hian
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BALANCE SHEET

Year to 31 Dec (S$m) 2022 2023F 2024F 2025F  Year to 31 Dec (S$m) 2022 2023F 2024F 2025F
Interest income 15,927 28,327 30,650 31,027 Cash with central bank 54,170 45,043 48,756 52,775
Interest expense (4,986)  (14,477)  (16,237)  (16,658) Govt treasury bills & securities 64,995 71,572 74,478 77,502
Net interest income 10,941 13,849 14,413 14,369 Interbank loans 60,131 68,124 71,454 74,946
Fees & commissions 3,091 3,523 3,798 4,086 Customer loans 414519 423816 444,059 465,280
Other income 2,470 2,623 2,220 2,220 Investment securities 75,457 81,835 85,158 88,616
Non-interest income 5,561 6,146 6,018 6,306 Derivative receivables 44,935 53,557 56,844 60,332
Total income 16,502 19,995 20,431 20,675 Associates & JVs 2,280 2,446 2,654 2,872
Staff costs (4,376) (4,992) (5,157) (5,221) Fixed assets (incl. prop.) 3,238 3,215 3,215 3,215
Other operating expense (2,714) (3,043) (3,062) (2,992) Other assets 23,643 26,118 30,976 36,072
Pre-provision profit 9,412 11,960 12,212 12,462 Total assets 743,368 775,727 817,593 861,611
Loan loss provision (225) (692) (975) (1,022) Interbank deposits 39,684 53,630 56,251 59,000
Other provisions 9) (12) 0 0 Customer deposits 527,000 530,524 556,452 583,646
Associated companies 207 198 208 218 Derivative payables 45,265 53,708 58,135 62,927
Pre-tax profit 9,385 11,454 11,445 11,658 Debt equivalents 51,600 50,622 52,582 54,621
Tax (1,188) (1,424) (1,373) (1,399) Other liabilities 22,747 26,046 28,193 30,518
Minorities 1) (20) (38) (38) Total liabilities 686,296 714,530 751,612 790,711
Net profit 8,196 10,010 10,034 10,221 Shareholders' funds 56,887 60,991 65,737 70,619
Net profit (ad].) 8,192 10,070 10,034 10,221 Minority interest - accumulated 185 206 243 281
Total equity & liabilities 743,368 775,727 817,593 861,611
OPERATING RATIOS KEY METRICS
Year to 31 Dec (%) 2022 2023F 2024F 2025F  Year to 31 Dec (%) 2022 2023F 2024F 2025F
Capital Adequacy Growth
Tier-1 CAR 15.2 15.0 15.4 15.8 Net interest income, yoy chg 29.6 26.6 41 (0.3)
Total CAR 17.0 16.1 16.4 16.8 Fees & commissions, yoy chg (12.3) 14.0 7.8 7.6
Total assets/equity (x) 13.1 12.7 124 12.2 Pre-provision profit, yoy chg 20.9 27.1 21 2.0
Tan_gible assets/tangible common 14.3 13.8 134 131 Net profit, yoy chg 20.5 22.1 0.2 19
o Net proft (adj.), yoy chg 204 29 (04) 19
Asset Quality Customer loans, yoy chg 14 2.2 48 48
NPL ratio 11 12 13 13 Customer deposits, yoy chg 5.0 0.7 49 49
Loan loss coverage 121.8 119.8 122.7 127.8 Profitability
Loan loss reserve/gross loans 14 15 1.6 17 Net interest margin 17 2.2 21 2.0
Increase in NPLs (10.0) 9.7 9.6 7.0 Cost/income ratio 43.0 40.2 40.2 39.7
Credit cost (bp) 5.4 163 22.1 221 Adjusted ROA 11 13 13 12
Reported ROE 14.3 17.0 15.8 15.0
Liquidity Adjusted ROE 143 171 15.8 15.0
Loan/deposit ratio 78.7 79.9 79.8 79.7 Valuation
Liquid assets/short-term liabilities 316 316 31.8 319 P/BV (x) 16 15 14 13
Liquid assets/total assets 24.1 23.8 23.8 23.8 PINTA (x) 18 16 15 14
Adjusted P/E (x) 10.7 87 8.8 8.6
Dividend Yield 5.9 55 5.9 5.9
Payout ratio 63.6 48.4 51.9 50.9

Refer to last page for important disclosures.
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH’s business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) 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, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2023, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com

RCB Regn. No. 197000447W
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