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FY Dec (S$ m) 3Q 3Q 2Q % chg %chg
2015 2014 2015 yoy goq
P&L Items
Net interest inc 1,317 1,246 1,282 5.7 2.7
Non-interest inc 775 1,192 939 (35.00 (17.5)
Op. expenses (925) (884) (942) 4.6 (1.8)
Pre-provision Pft 1,167 1,554 1,279 (24.9) (8.8)
Provisions (150) (97) (80) 54.6 87.5
Pre-tax profit 1,116 1,471 1,301 (24.1) (14.2)
Net profit 902 1,232 1,048 (26.8) (13.9)
Key ratio (%)
NIM 1.66 1.68 1.67
NPL ratio 0.9 0.7 0.7
Loan-to deposit 83.5 85.5 84.3
Cost-to-income 442 36.3 42.4
Total CAR 16.6 15.5 16.1
Financial Summary
FY Dec (S$ m) 2014A 2015F 2016F 2017F
Pre-prov. Profit 5,008 5,366 5,713 6,054
Net Pft (Pre Ex.) 3,369 3,885 4,063 4,349
EPS (S cts) 101.2 97.3 101.8 108.9
EPS Pre Ex. (S cts) 90.6 97.3 101.8 108.9
EPS Gth (%) 33 (4) 5 7
EPS Gth Pre Ex (%) 19 7 5 7
PE (X) 9.2 9.5 9.1 8.5
PE Pre Ex. (X) 10.2 9.5 9.1 8.5
Net DPS (S cts) 36.3 39.7 41.5 44.4
Div Yield (%) 3.9 4.3 4.5 4.8
ROAE Pre Ex. (%) 12.6 12.3 11.6 11.2
ROAE (%) 14.1 12.3 11.6 11.2
ROA (%) 1.1 1.0 1.0 1.1
P/Book Value (x) 1.2 1.1 1.0 0.9
At A Glance
Issued Capital (m shrs) 4,051
Mkt. Cap (S$m/US$m) 37,591/ 27,001
3m Avg. Daily Val (US$m) 49.2

ICB Industry : Financials
ICB Sector: Banks

Principal Business: The OCBC Bank group of businesses
comprises a family of companies owned by Singapore's

Expectedly weak non-interest
income and higher provisions

e 3Q15 earnings dented by lower insurance income
contribution, partially offset by higher trading
income; NIM was flattish while loans were sluggish

e Provisions and NPLs inched up as expected; regional
operations stayed fairly robust

e Slower earnings? growth expected ahead; traction
to depend on recovery of regional economies;
continued non-interest income focus to cushion
moderating top-line growth

e Maintain BUY, $$10.00 TP

Highlights

Lower non-interest income trends; flattish NIM and loans.
3Q15 earnings were dented by lower insurance income
contribution from unrealised mark-to-market losses from GE's
non-par fund which was expected given the trend in spreads
during the quarter. However, Great Eastern's underlying
business remained strong with total weighted new sales and
new business embedded value increasing 33% and 16% y-o-y
respectively. Positively, other fee income elements stayed
largely intact especially from loan and trade fees, while
trading income was higher. Wealth management income fell
g-0-q due to weak market conditions; Bank of Singapore’s
AUMs were flat g-o-g. Net interest income saw little growth
as NIM stayed largely flat while loan growth (1% g-0-g; 4% Y-
0-y) was sluggish. Stronger deposit growth caused loan-to-
deposit ratio to ease but this was also detrimental to NIM due
to lower asset yields generated.

Provisions and NPLs inched up as expected. OCBC's
provisions and NPL ratios have been the lowest among peers
and to stay at those levels will be challenging in the current
operating environment. Provisions were largely higher —
general provisions were raised to buffer for future uncertain
markets while specific provisions were slightly higher across
the countries except for Malaysia. NPLs rose from the
classification of a few large corporate accounts related to the
oil and gas services sector. Note that OCBC's oil and gas
exposure was at 6% of total loans while commodities were at
7% of total loans as at 3Q15. There may still be some risks to
the oil and gas exposure depending on trends of oil prices but
its commodity portfolio remains healthy. Elsewhere, capital

longest-established local bank. Its banking business franchise
includes OCBC Bank, Bank OCBC NISP and Bank of Singapore,
with branches in over 15 countries. OCBC has strategic stakes
in other financial service businesses operating under
independent brands such as Great Eastern, Bank of Singapore
and Lion Global Investors.

Source: Company, DBS Bank, Bloomberg Finance L.P.

ratios were strong while liquidity coverage ratios and leverage
ratio stayed comfortably above minimum requirements.

Regional operations held up well. OCBC’s Malaysian
operations (17% to group PBT) was fairly resilient, booking a
slight NIM improvement, stable non-interest income and
slightly improved NPLs with a decent loan growth (3% g-o-q;
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13% y-0-y). These trends are contrary to Malaysian peers
which are expected to show weakness. Its Indonesian
operations, OCBC NISP saw top-line improvement, thanks to
improved NIM and strong loan growth but offset by lower fee
income and higher provisions (largely related to SME lending)
while NPL ratio was stable. Meanwhile, OCBC-WHB saw a
slight decline in earnings g-o-q largely from lower non-interest
income Top-line growth was sluggish from slower loan
growth while deposits contracted. NPL ratio inched up to
0.6% from 0.4% g-o0-g. We understand that its overall
Greater China asset quality remained sound.

Outlook

Sluggish outlook ahead; dependent on regional economies.
Loan demand remains weak and 2015 loan growth could stay
at low single digits and is unlikely to contract even going into
2016. Management believes that loan demand should pick up
when the neighbouring economies see a recovery in growth.
Nevertheless, focus to grow its non-interest income franchise,
especially its wealth management business is aimed at
buffering potential moderation in net interest income due to
sluggish loan growth. Further risk to provisions and NPLs
would be largely dependent on oil prices and strength of the
regional economies. At the moment, provisions are sufficient.
Current NIM levels should be maintained as excess liquidity
will be closely managed from here. There appears to be less
need to aggressively grow US$ funding in the near term.
Capital levels have built up healthily, largely supported by
retained earnings and scrip dividends. The scrip dividend will
likely continue until capital levels are more comparable to
peers.

Keeping its insurance franchise. OCBC has no plans to sell its
position in Great Eastern as it remains complementary to its
non-interest income franchise. Management believes that it

Target Price & Ratings History

remains logical and beneficial to keep the insurance product
manufacturing in-house. Great Eastern still maintains its
market position in both Singapore and Malaysia. Management
believes that the viability of staying in the insurance business
remains one to strongly consider. New insurance companies
are still coming into Asia and the insurance sector remains
underpenetrated, indicating that there is still potential for
growth over the long term. Q-o-q variations depend on asset
allocation and would likely result in earnings volatility. But so
long as the total weighted sales and new business embedded
value remain healthy, it will be positive for the insurance
business over the longer term. As long as the interest rate
cycle is on an uptrend, it will be positive to an insurance
business.

Valuation:

Our $$10.00 TP which implies 1.1x FY16F BV is derived from
the Gordon Growth Model. OCBC's share price should re-
rate with stronger earnings at OCBC-WHB. The potential
reach of its differentiated non-interest income franchise
should support valuations. A turn in the interest rate cycle
with minimal disruption to asset quality will be testimony of
its robust credit position.

Key Risks:

Slower traction in wealth management business. As a
growing income contributor, stricter regulatory requirements
for private banking clients could slow growth. Additionally,
weak and volatile markets could cause risk-averse customers
to reduce investment activities.

Failure to integrate Wing Hang Bank’s business. Failure to
extract synergies from recently acquired Wing Hang Bank
could take a longer-than-expected toll on EPS/ROE.
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Date Closing

Price

28 Oct 14 9.72 1270  BUY
31 0Oct 14 9.89 1270  BUY
29Jan 15 10.47 1270  BUY
12 Feb 15 10.53 12.70  BUY
30 Apr 15 10.68 1270  BUY
22 May 15  10.37 1270  BUY
10 Jun 15 10.06 12.80 BUY
10 Aug 15 10.20 12.80 BUY
31 Aug 15 8.93 10.00 BUY
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Note : Share price and Target price are adjusted for corporate actions.

Source: DBS Bank
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DBS Bank recommendations are based an Absolute Total Return* Rating system, defined as follows:

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame)
BUY (>15% total return over the next 12 months for small caps, >10% for large caps)

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps)

FULLY VALUED (negative total return i.e. >-10% over the next 12 months)

SELL (negative total return of > -20% over the next 3 months, with identifiable catalysts within this time frame)

Share price appreciation + dividends

GENERAL DISCLOSURE/DISCLAIMER

This report is prepared by DBS Bank Ltd. This report is solely intended for the clients of DBS Bank Ltd and DBS Vickers Securities (Singapore) Pte Ltd,
its respective connected and associated corporations and affiliates (collectively, the “DBS Vickers Group”) only and no part of this document may
be (i) copied, photocopied or duplicated in any form or by any means or (ii) redistributed without the prior written consent of DBS Bank Ltd.

The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to DBS
Bank Ltd., its respective connected and associated corporations, affiliates and their respective directors, officers, employees and agents (collectively,
the “DBS Group”)) do not make any representation or warranty as to its accuracy, completeness or correctness. Opinions expressed are subject to
change without notice. This document is prepared for general circulation. Any recommendation contained in this document does not have regard
to the specific investment objectives, financial situation and the particular needs of any specific addressee. This document is for the information of
addressees only and is not to be taken in substitution for the exercise of judgement by addressees, who should obtain separate independent legal
or financial advice. The DBS Group accepts no liability whatsoever for any direct, indirect and/or consequential loss (including any claims for loss of
profit) arising from any use of and/or reliance upon this document and/or further communication given in relation to this document.—This
document is not to be construed as an offer or a solicitation of an offer to buy or sell any securities. The DBS Group, along with its affiliates and/or
persons associated with any of them may from time to time have interests in the securities mentioned in this document. The DBS Group may have
positions in, and may effect transactions in securities mentioned herein and may also perform or seek to perform broking, investment banking and
other banking services for these companies.

Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and there can
be no assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk assessments.
The information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete or condensed and it
may not contain all material information concerning the company (or companies) referred to in this report.

The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates and
assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the estimates on
which the valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary significantly from actual
results. Therefore, the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments described herein IS NOT TO BE RELIED
UPON as a representation and/or warranty by the DBS Group (and/or any persons associated with the aforesaid entities), that:

(@) such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and
(b) there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk
assessments stated therein.

Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies)
mentioned herein. They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating to the
commodity referred to in this report.

DBS Vickers Securities (USA) Inc ("DBSVUSA")"), a U.S.-registered broker-dealer, does not have its own investment banking or research
department, nor has it participated in any investment banking transaction as a manager or co-manager in the past twelve months.

ANALYST CERTIFICATION

The research analyst primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies
and their securities expressed in this report accurately reflect his/her personal views. The analyst also certifies that no part of his/her compensation
was, is, or will be, directly, or indirectly, related to specific recommendations or views expressed in this report. As of the date of the report is
published, the analyst and his/her spouse and/or relatives who are financially dependent on the analyst, do not hold interests in the securities
recommended in this report (“interest” includes direct or indirect ownership of securities).

COMPANY-SPECIFIC / REGULATORY DISCLOSURES

1. DBS Bank Ltd., DBS Vickers Securities (Singapore) Pte Ltd (“DBSVS"), their subsidiaries and/or other affiliates have a proprietary
position in OCBC recommended in this report as of 30 Sep 2015.
2. DBS Bank Ltd., DBSVS, DBSVUSA, their subsidiaries and/or other affiliates do not beneficially own a total of 1% of any class of

common equity securities of the company mentioned as of 30 Sep 2015.

3. Compensation for investment banking services:
DBS Bank Ltd., DBSVS, DBSVUSA, their subsidiaries and/or other affiliates did not receive compensation, within the past 12
months, and within the next 3 months may receive or intends to seek compensation for investment banking services from the
company mentioned.
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DBSVUSA does not have its own investment banking or research department, nor has it participated in any investment banking
transaction as a manager or co-manager in the past twelve months. Any US persons wishing to obtain further information,
including any clarification on disclosures in this disclaimer, or to effect a transaction in any security discussed in this document
should contact DBSVUSA exclusively.

RESTRICTIONS ON DISTRIBUTION

General

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.

Australia

This report is being distributed in Australia by DBS Bank Ltd. (“DBS") or DBS Vickers Securities (Singapore) Pte Ltd
("DBSVS"), both of which are exempted from the requirement to hold an Australian Financial Services Licence under the
Corporation Act 2001 (“CA") in respect of financial services provided to the recipients. Both DBS and DBSVS are regulated
by the Monetary Authority of Singapore under the laws of Singapore, which differ from Australian laws. Distribution of this
report is intended only for “wholesale investors” within the meaning of the CA.

Hong Kong

This report is being distributed in Hong Kong by DBS Vickers (Hong Kong) Limited which is licensed and regulated by the
Hong Kong Securities and Futures Commission.

Indonesia

This report is being distributed in Indonesia by PT DBS Vickers Securities Indonesia.

Malaysia

This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd ("ADBSR"). Recipients of this report, received from
ADBSR are to contact the undersigned at 603-2604 3333 in respect of any matters arising from or in connection with this
report. In addition to the General Disclosure/Disclaimer found at the preceding page, recipients of this report are advised
that ADBSR (the preparer of this report), its holding company Alliance Investment Bank Berhad, their respective connected
and associated corporations, affiliates, their directors, officers, employees, agents and parties related or associated with any
of them may have positions in, and may effect transactions in the securities mentioned herein and may also perform or seek
to perform broking, investment banking/corporate advisory and other services for the subject companies. They may also
have received compensation and/or seek to obtain compensation for broking, investment banking/corporate advisory and
other services from the subject companies.

W

£

Wong Ming Tek, Executive Director, ADBSR

e

Singapore

This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company Regn No.
198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated by the
Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its respective foreign
entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial
Advisers Regulations. Where the report is distributed in Singapore to a person who is not an Accredited Investor, Expert
Investor or an Institutional Investor, DBS Bank Ltd accepts legal responsibility for the contents of the report to such persons
only to the extent required by law. Singapore recipients should contact DBS Bank Ltd at 6327 2288 for matters arising
from, or in connection with the report.

Thailand

This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd. Research reports distributed are only
intended for institutional clients only and no other person may act upon it.

United Kingdom

This report is being distributed in the UK by DBS Vickers Securities (UK) Ltd, who is an authorised person in the meaning 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.

Dubai

This research report is being distributed in The Dubai International Financial Centre (“DIFC") by DBS Bank Ltd., (DIFC Branch)
having its office at PO Box 506538, 3“ Floor, Building 3, East Wing, Gate Precinct, Dubai International Financial Centre
(DIFC), Dubai, United Arab Emirates. DBS Bank Ltd., (DIFC Branch) is regulated by The Dubai Financial Services Authority.
This research report is intended only for professional clients (as defined in the DFSA rulebook) and no other person may act
upon it.

United States

Neither this report nor any copy hereof may be taken or distributed into the United States or to any U.S. person except in
compliance with any applicable U.S. laws and regulations. It is being distributed in the United States by DBSVUSA, which
accepts responsibility for its contents. Any U.S. person receiving this report who wishes to effect transactions in any
securities referred to herein should contact DBSVUSA directly and not its affiliate.

Other
jurisdictions

In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for qualified,
professional, institutional or sophisticated investors as defined in the laws and regulations of such jurisdictions.

DBS Bank Ltd.
12 Marina Boulevard, Marina Bay Financial Centre Tower 3
Singapore 018982
Tel. 65-6878 8888
Company Regn. No. 196800306E
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