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Sector Update

Commercial Banks
Banking Spreads drops to a decade low;

Yearly Spread Comparison
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6:5% Sector outlook remain Positive
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= Banking sector outstanding spreads stood at +4.97%, almost a
5 59 decade low.
5 0% =  During 11MCY16, the spread between outstanding lending rate and
fresh lending rate further increased to 132bps compared to +101bps
45% in 11MCY15. As of period, average fresh lending rate stood at +7.23%
' > mor 2 >z 9 0 @ F > O (+8.93% in 11MCY15) compared to +8.54% (+10.01% in 11MCY15).
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=  Banks Advances-to-Deposit Ratio (ADR) remains relatively consistent,
Monthly Lending/Deposit Rate with Nov-16 ADR clocking in at +50%, despite a healthy +14%YoY
WADR WALR spl growth witnessed in banks’ advances. Compared to Investment-to-
12.0% Deposit Ratio (IDR) of ~67% (down from a high of ~74% in 1QCY16).
10.0%
8.0% Spreads hit all-time low; Nov-16 at 4.97%
6 0v% After witnessing a consecutive uptick, banking sector outstanding spreads
. (]
—_—N stood at decade low of +4.97%, whereas fresh spreads are down to +3.29%.
4.0% _/\ For the period 11MCY16, average lending rate declined to +8.54% (+10.01%
2.0% in 11MCY15) down by 146bps, compared to average deposit rate decline by

0,00 99bps, to +3.37% (+4.35% in 11MCY15).

&f\bec;@@«’\b&f\béf@éf‘b fﬁ'\i«"i\y\b\g\b&\%cy"boj\@ Fresh lending even lower; hinting better loan growth in CY17

WOT N NS vt O During 11MCY16, the spread between outstanding lending rate and fresh

lending rate further increased to 132bps compared to +101bps in 11MCY15.

As of period, average fresh lending rate stood at +7.23% (+8.93% in

ADR DR 11MCY15) compared to +8.54% (+10.01% in 11MCY15). Higher spread
between fresh and outstanding lending rate is indicative of lending easiness.

Henceforth we remain optimistic on advances growth in CY17.
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W Deposit Growth Printed +6%YoY; Asset Mix improved

Banking Sector Asset Mix

100.0%

50.0% WS Banks Advances-to-Deposit Ratio (ADR) remains relatively consistent, with
Nov-16 ADR clocking in at +50%, despite a healthy +14%YoY growth
25.0% witnessed in banks’ advances. Compared to Investment-to-Deposit Ratio

(IDR) of ~67% (down from a high of ~74% in 1QCY16). Although we, foresee

0.0% banks advances to keep the growth trend, given low interest environment,

8888558333330 03033233 however, steady deposit (excluding Nov-16, average deposit for 11MCY16
§ 3583838353553 8328338¢8 ~1Q0 ; ; i
82023592 8<238Z=088°¢28 stood at ~19%YoY) will keep asset mix relatively unchanged at current levels.
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Exhibit: Advances growth Exhibit: Fresh Lending rate down to multiyear low level, prospects for
advances to pick-up

Advances Growth (YoY) Investment Growth (YoY) - 3M - avg. Advances Growth —— 3M - avg. Fresh Lending Rate
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Important Disclaimer and Disclosures

Research Analyst(s) Certification: The Research Analyst(s) hereby certify that the views about the company/companies
and the security/securities discussed in this report accurately reflect his or her or their personal views and that he/she has
not received and will not receive direct or indirect compensation in exchange for expressing specific recommendations or
views in this report. The analyst(s) is principally responsible for the preparation of this research report and that he/she or
his/her close family/relative does not own 1% or more of a class of common equity securities of the following
company/companies covered in this report.

Disclaimer: The information and opinions contained herein are prepared by IGI Finex Securities Limited and is for
information purposes only. Whilst every effort has been made to ensure that all the information (including any
recommendations or opinions expressed) contained in this document (the information) is not misleading or unreliable, 1GI
Finex Securities Limited makes no representation as to the accuracy or completeness of the information. Neither, IGI Finex
Securities Limited nor any director, officer or employee of IGI Finex Securities Limited shall in any manner be liable or
responsible for any loss that may be occasioned as consequence of a party relying on the information. This document
takes no account of the investment objectives, financial situation and particular needs of investors, who shall seek further
professional advice before making any investment decision. This document and the information may not be reproduced,
distributed or published by any recipient for any purpose. This report is not directed or intended for distribution to, or use by
any person or entity not a client of IGI Finex Securities Limited, else directed for distribution.

Rating system: IGI Finex Securities employs three tier ratings system, depending upon expected total return (return is
defined as capital gain exclusive of tax) of the security in stated time period, as follows:

Recommendation Rating System
Buy If target price on aforementioned security(ies) is more than 10%, from its last closing price(s)
Hold If.target priceon aforementioned security(ies) is in between -10% and 10%, from its last closing
price(s)
Sell If target priceon aforementioned security(ies) is more than -10%, from its last closing price(s)

Risk: Investment in securities are subject to economic risk, market risk, interest rate risks, currency risks, credit risks,
political and geopolitical risks. The performance of company(ies) covered herein mightunfavorably be affected by multiple
factors including, business, economic, and political conditions. Hence, there is no assurance or guarantee that estimates,
recommendation, opinion, etc. given about the security(ies)/company(ies) in the report will be achieved.

Basic Definitions and Terminologies used: Target Price: A price target is the projected price level of a financial security
stated by an investment analyst or advisor. It represents a security's price that, if achieved, results in a trader recognizing
the best possible outcome for his investment. Market Cap.: Market capitalization is calculated by multiplying a company's
shares outstanding by current trading price. ROE: Return on equity is the amount of net income returned as a percentage
of shareholders’ equity. P/E: Price to Earnings ratio of a company's share price to its per-share earnings. P/B: Price to
Book ratio used to compare a stock's market value to its book value. DY: The dividend yield is dividend per share, divided
by the price per share.
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