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Sub Sector: Banks

Fundamental View

- We continue to remain comfortable with the credit outlook of Security Bank given its strong
loan growth and adequate capital buffers. Its total capital ratio is 14.20%, which is 400 basis
points aboe the minimum regulatory hurdle, which can buffer modest credit losses in its loan
portfolios should macroeconomic headwinds worsen.

Business Description

- Security Bank is the 7th largest bank in the Philippines by total assets and was established on
June 18, 1951. Security Bank’s businesses include wholesale banking, financial markets, and
retail banking. The bank provides commercial banking services such as deposit products, loans
and trade finance, domestic and foreign fund transfers, treasury, foreign exchange, and trust
services.

- Security Bank's loan portfolio is 32% consumer & MSME, 28% middle market, and 40%
corporate as of 3Q 2024.

Risk & Catalysts

- Any rating downgrade of the Philippine sovereign would have a negative impact on Security
Bank.

- Given the current rate cut environment that drives funding costs lower, Its strategy to
aggressively capture market share in the retail and MSME segment might allow the bank to
deliver faster growth and higher net interest income margin.

- Rapid expansion on higher yielding retail and MSME segments could worsen asset quality and
increase credit costs.
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Key Metrics

FY2021 FY2022 FY2023
Debt to Capital 21.04% 41.59% 42.57%
Net Debt to Capital 4.76% 10.64% 15.53%
ROA 1.02% 1.37% 1.06%
ROE 5.57% 8.42% 6.95%
NPL Ratio 4.22% 3.07% 3.38%
CET1 Ratio 19.09% 16.11% 15.30%
Net Income Margin 19.57% 27.78% 21.91%

DISCLOSURES & DISCLAIMER

This document is issued by Metropolitan Bank & Trust Co. It is issued in indicative form and contains indicative terms of a
prospective transaction. It is for discussion purposes only and does not constitute any offer, recommendation or solicitation to
any person to enter into any transaction or adopt any hedging, trading or investment strategy, nor does it constitute any
prediction of likely future movements in rates or prices or any representation that such future movements will not exceed those
shown in any illustration. The indicative terms are neither complete nor final and are subject to further discussion and
negotiation. The terms of the transaction entered into are subject to and will be recorded in the final transaction documents.

This document is for general guidance only. It is not intended to provide the sole basis of any evaluation or treatment of the
financial instruments discussed herein. Past performances are not necessarily an indication of future performances. No
guarantees are provided. Terms provided herein are for discussion purposes only and are subject to the final terms as executed
by the parties in separate definitive agreements. Although the information contained herein is believed to be reliable,
Metropolitan Bank & Trust Company (“Metrobank”) does not make any representation as to its accuracy or completeness. You
should consult your own professional advisers prior to entering into any agreement. You acknowledge that Metrobank is not in
the business of providing legal or other advice and assumes no responsibility whatsoever.

The Metropolitan Bank and Trust Company is a commercial bank licensed to do business in the Philippines. Its business includes
active trading and market making in foreign exchange, securities and derivatives as well as other business. The bank’s traders,
and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions
that are contrary to the opinions expressed herein or the opinions expressed in research reports issued by our Research
Departments, and our market making, investing and lending businesses may make investment decisions that are inconsistent
with the views expressed herein. In addition, the professionals who prepared this material may also produce material for, and
from time to time, may advise or otherwise be part of our trading desks that trade as principal in the securities mentioned in this
material. This material is therefore not independent from our interests, which may conflict with your interests. We and our
affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from
time to time have "long" or "short" positions in, act as principal in, and buy or sell the securities or derivatives (including options)
thereof in.

The scenario analyses and examples are for illustrative purposes only, and do not purport to contain a comprehensive analysis of
risk/reward of the product/strategies contained herein.



