
By NISHA RAMCHANDANI

PRIVATE healthcare provid-
er Raffles Medical Group
posted a 12.9 per cent year-
on-year rise in net profit to
$10.68 million for the third
quarter ended Sept 30,
2010, on the growth of its
hospital and healthcare
services divisions.

Revenue grew 9.8 per
cent to $60.86 million, from
$55.41 million in Q3 2009.
Hospital services revenue
grew 15 per cent, while
healthcare services reve-
nue was up 4 per cent.
Earnings per share were
2.04 cents versus 1.82
cents previously.

Operating profit rose
10.9 per cent to about
$13.2 million.

The group had a net
cash position of $70.9 mil-
lion at Sept 30, which it
said will allow it to fund
growth.

This month, Raffles Med-
ical launched a new clinic
at Mapletree Business City,
and more family medicine
clinics are scheduled to
open in Q4 of this year.

“We’re keen to grow in
the region too if there are
suitable opportunities,” ex-
ecutive chairman Loo
Choon Yong said at a media
briefing yesterday.

In July, Raffles Medical
announced that its flagship
Raffles Hospital has re-
ceived permission from the
Urban Redevelopment Au-
thority to add 102,408 sq ft
of space at its site, which
will boost gross floor area
there about a third.

This will allow the group
to develop new facilities
and expand its services.

It said yesterday that ar-
chitectural consultants are
finalising the design for the
expansion. After official ap-
proval, construction is ex-
pected to commence in
Q211.

Raffles has also recruit-
ed specialists in pain man-
agement, cancer, infectious
diseases, radiology, geriat-
ric medicine, and respirato-
ry medicine – identified as
high-demand specialities in
the years ahead.

Shares in Raffles Medi-
cal closed at $2.21 yester-
day, up two cents.

NEW rules that require
banks to hold more capital
don’t address the problem
of lax credit checks that
caused the recent financial
crisis, OCBC Bank chief ex-
ecutive David Conner said
yesterday in a pointed criti-
cism of the Basel III guide-
lines announced last
month.

He also warned that
banks that don’t already
meet the Basel III capital re-
quirements would be pres-
sured by investors to boost
their capital much sooner
than the official timetable
calls for, restricting bank
lending and hurting the eco-
nomic recovery worldwide.

“The equity markets will
look at banks that can’t
meet the Basel require-
ments and sell their shares
down, simply because they
anticipate a rights issue or
something that’s going to di-
lute them,” he said.

“Many banks are going
to raise capital – if they can,
as fast as they can – to meet
the requirements quickly,
and unfortunately that
means credit is going to be
constrained and economic
recovery is likely to suffer.”

He made the remarks –
saying that they reflected
his own opinion, rather
than OCBC’s official view –
at the Singapore Manage-
ment University, where he
was a guest on a panel dis-
cussion about governance
and ethics in the financial
sector.

Other top bankers have
also expressed worry that
Basel III could force banks
to hoard capital or raise
more well before the 2019
official deadline, restricting
their ability to expand their
business and make loans.

Some have already star-
ted asking shareholders for
more cash. On Oct 13,
Standard Chartered said
that it would raise some
£3.26 billion (S$6.74 bil-
lion) through a rights issue,
saying that regulators in its
key markets could force
banks to comply with Basel
III sooner than expected
and impose higher capital
requirements than an-
nounced in September.

Here, the Singapore
banks already have core
Tier 1 or common equity ra-
tios that are well above the
7 per cent minimum re-
quired by Basel III – 10.9
per cent for DBS Group,
11.6 per cent for OCBC and
13 per cent for United Over-
seas Bank, based on the lat-
est published data. But the
Monetary Authority of Sin-
gapore (MAS) has long
maintained stricter capital
requirements for banks
here than those spelled out
by the existing Basel II
rules.

And all three Singapore
banks would likely be con-
sidered “systemically im-
portant”, as they have over
US$100 billion in assets
each, Mr Conner told BT af-
terwards. Under Basel III,
such banks are expected to
hold more capital than
smaller institutions, though
it’s unclear how much
more.

“Basel III is not focused
on preventing a future real
estate bubble or dealing
with the issue of sound lend-
ing practices. It’s focused
on more capital, more li-
quidity, less leverage, less
interconnectedness of the
banks, and too-big-to-fail is-
sues,” Mr Conner said dur-
ing the panel discussion.

“If you focus on the root
cause, then Basel II is per-
fectly adequate for dealing
with that particular issue,”
he added. “I’m concerned
that Basel III is going to

cause banks to have a lot
more capital, and that may
not be necessary or appro-
priate for the level of risk
that they’re taking.
Low-risk models do not re-
quire high levels of capital.”

DBS chief executive Piy-
ush Gupta has also warned
that banks risk having to
hold even more capital
than required by Basel III,
which could hurt their prof-
itability badly.

Basel III also allows reg-
ulators to direct banks to ac-
cumulate an extra “coun-
ter-cyclical buffer” compris-
ing common equity of up to
2.5 per cent in boom times,
so that banks won’t hoard
capital in bad times.

“That’s a pretty good
idea. The problem is imple-
menting it in practice,”
Mr Conner said.

“Who’s going to call it
good times or bad times?
The proposal has a formula
that relates to what’s going
on in the market: if there’s
excess credit creation rela-
tive to economic growth,
then you should put this
capital aside. Unfortunate-
ly, that doesn’t necessarily
relate to each bank’s situa-
t i o n ; i t ’ s a v e r y
broad-brush proposal and
somewhat awkward in
terms of implementation.”

Asked by a student at
Harvard University – via
video link – what regulators
could do to keep up with fi-
nancial innovation in the in-
dustry, Mr Conner said: “If
you always go to the basics,
I think that you would be
able to see through the in-
novative, fancy aspects of
new products.

“We made some invest-
ments in CDOs (collateral-
ised debt obligations) as
well; we reflected on those
investments and concluded
that we would not have
done what we did had we
understood the underlying
loans that were being pack-
aged and sold off.”

Reports by CONRAD TAN

LOW interbank rates are
putting severe pressure on
the lending margins of
banks in Singapore, OCBC
Bank chief executive David
Conner said yesterday, ech-
oing the views of equity ana-
lysts and other senior ban-
kers.

“This is the worst inter-
est rate environment to be
running a commercial
bank in,” he told BT after

speaking at a panel discus-
sion at the Singapore Man-
agement University.

The three-month inter-
bank offered rate for Singa-
pore-dollar loans or Sibor –
the benchmark for many
mortgages and business
loans – is now just 0.44237
per cent, which is the low-
est on record.

The low Sibor is squee-
zing the net interest mar-
gins that banks earn on
loans, because already-low
deposit rates make it diffi-
cult to cut funding costs
even as the interest that
banks charge on loans falls.

Interest rates at longer
maturities are also near

their lowest levels in years
– the yield on 10-year Singa-
pore government bonds
yesterday was just 1.98 per
cent, compared with about
2.7 per cent at the start of
the year.

That means that banks
are earning less from their
main role as financial inter-
mediaries – converting
short-term funds from sav-
ers into longer-term loans
for individuals or busines-
ses that want to borrow
money.

It isn’t just the Singa-
pore-listed banks that are
hurting.

Maybank Singapore
CEO Pollie Sim told BT in a

recent interview that it
would be difficult to main-
tain the bank’s high re-
turns on equity – above 20
per cent for each of its past
three financial years to
June 30 – amid the low in-
terest-rate environment
and renewed competition
with rivals.

Even worse for the
banks is that interest rates
here are likely to stay low
for many months to come.

“Given the traditional re-
lationship between the Si-
bor and the US federal
funds rate, it seems unlike-
ly that the Sibor will rise in
any material way before
there is clarity on when US
rates will rise,” said Trevor

Kalcic, an analyst at the
Royal Bank of Scotland
(RBS), in a recent report.
RBS does not expect US
rates to rise until Septem-
ber next year.

Over the three months
to end-September, Sibor
fell from 0.55958 per cent
to 0.50501 per cent.

The latest decline to be-
low 0.46 per cent may only
show up in the banks’ re-
sults for the first quarter of
next year, Mr Kalcic said.

Banks could try to com-
pensate for falling net inter-
est margins by lending
more money, but boosting
loan volumes may be diffi-
cult at a time when econom-
ic growth is slowing.

Loans growth could also
be affected by the recent
government measures to
cool the property market,
JP Morgan analysts Harsh
Modi and Sunil Garg said in
a report this month.

Banks could also in-
crease their overseas len-
ding in countries such as
Malaysia and Indonesia,
where interest rates and
loan margins are higher –
but Singapore still accounts
for the biggest chunk of the
banks’ lending.

United Overseas Bank is
expected to report its
third-quarter results this
Friday, followed by OCBC
on Monday and DBS Group
on Thursday next week.

By JOYCE HOOI

MIXED reactions to Ezra
Holdings’ results and an ac-
quisition announcement on
Friday saw the stock close
2.2 per cent, or four cents,
lower yesterday at $1.78.

While Ezra lifted its
FY 2010 revenue 7 per cent
to US$353.6 million and its
net profit 9 per cent to
US$76.1 million, OCBC In-
vestment Research’s Low
Pei Han pointed out that
the results were boosted by
fair-value changes for deriv-
ative instruments and gains
on asset disposals.

“Stripping such items
out, core net profit is esti-
mated to be around US$55
million, below our expecta-
tions,” Ms Low said in a re-
port yesterday in which she

cut Ezra’s fair-value esti-
mate from $2.52 to $2.27
with a “buy” rating.

She noted that Ezra in-
curred higher-than-expect-
ed administrative expenses
of US$49 mil l ion in
FY 2010 – up 54 per cent –
as it expanded operations
internationally.

DMG & Partners Re-
search’s Jason Saw, on the
other hand, raised the
stock’s target price to $2.40
from $2.03 in anticipation
of higher valuations from
Ezra’s US$250 million ac-
quisition of Aker Marine
Contractor (AMC).

“We view the acquisi-
tion positively given the
deal will make Ezra one of
the top five (engineering,
procurement, installation

and construction) and
(sub-sea, umbilicals, risers
and flow lines) solution pro-
viders and boost its geo-
graphical presence in new
markets which may take
years to develop,” Mr Saw
said in his latest report on
the company.

“The deal also removes
investors’ concern on fu-
ture chartering of Ezra’s
deepwater fleet,” he said.

But Mr Saw noted the dil-
utive effect of issuing 72 mil-
lion new shares to Aker So-
lutions as part of the pay-
ment structure.

“ W e l o w e r o u r
FY 2011-2012F EPS by 30
per cent and 9 per cent re-
spectively to reflect lower
sub-sea earnings in the
first year and dilution from
72 million new shares to be
issued to Aker Solutions,”
he said.

The acquisition of AMC
– a company that specialis-
es in sub-sea operations
and installation services –
is expected to give Ezra a
foothold in the areas where
it does not already have a
presence, namely the Gulf
of Mexico, the North Sea,
Latin America and Africa.

Kim Eng’s Rohan Suppi-
ah, who did not rate the
stock but included it in the
“Hot Stock” section of the
firm’s daily report with a
three-chilli rating, issued a
note on the acquisition, say-
ing that “while there is
strong rationale for the pur-
chase, Ezra has some ways
to go to integrate and imple-
ment this acquisition to
fully capitalise on this
fast-growing and lucrative
segment of the offshore
market”.

CIMB Research said in a
report that while Ezra’s
full-year results met expec-
tations, they have been
overshadowed by news of
the acquisition.

CIMB analysts gave
Ezra’s stock its biggest
price tag, valuing it at $3 a
share, up from $2.60.

Banks with low-risk
model will end up
with excess capital

Benchmark for
mortgages, business
loans hits record
low of 0.44237%

By KAREN NG

GMG Global posted strong
results for the third quarter
– both in revenue and earn-
ings.

For the three months
ended Sept 30, the rubber
plantation group chalked
up a net profit attributable
to shareholders of $16.4
million – a turnaround
from the $371,696 loss it
suffered a year earlier.

This was helped by a
more than doubling in Q3
revenue to $110.4 million,
from $51.4 million for the
year-ago corresponding pe-
riod.

Contributing to this
were a 23 per cent year-on-
year jump in natural rub-
ber sales volume to 26,651
tonnes and a 74.7 per cent
surge in average selling

price to $4,141 per tonne.
The latter helped to raise
gross profit margin by 5.8
percentage points to 28.5
per cent.

The Q3 results were also
boosted by net gain on fi-
nancial derivatives of $1.75
million, a turnaround from
a deficit of $2.83 million.

Earnings per share
came to 0.43 cents for the
quarter, compared with a
loss per share of 0.012
cents a year earlier.

For the nine months end-
ed Sept 30, net profit attrib-
utable to shareholders was
$32.16 million compared
with a loss of $270,165 for
the previous corresponding
period.

Nine-month turnover
shot up 130 per cent to
$273.8 mil l ion from
$119.07 million.

Cash and cash equiva-
lents as at Sept 30 stood at
$139.9 million, down from
$166.6 million a year ago.
Net asset value for the
group rose to 10.46 cents
from 10.24 cents at
end-2009.

“Natural rubber prices
ranged between US$2,750
and US$3,390 per tonne in
the first half of 2010,” the
group said.

The group expects pric-
es for the second half to
range within the band as
seen in the first half of the
year.

The stock of GMG closed
trading yesterday un-
changed at 31 cents. More
than 29 million shares
changed hands, putting the
counter in the top 10 vol-
ume list.

Pan Hong to spin off
Jiangxi business

PAN Hong Property Group
plans to spin off its
residential and commercial
property business in
Jiangxi province and list it
on the Hong Kong stock
exchange. Pan Hong said
the move will give its
Jiangxi business the ability
to independently pursue its
own strategies and fund its
own growth. The company
said it will make a listing
application to the Hong
Kong exchange and seek
shareholder approval at a
later date.

Up to $1m damage
from Megi: Oceanus

OCEANUS Group expects
up to $1 million in damage
from Typhoon Megi which
landed on Oct 23 and
affected five of its abalone
farms in China. But the
damage was minimal and
emergency repairs have
since been carried out, the
company said yesterday. It
added that its processing
plant facilities and abalone
feeding tanks were
unaffected. Neither was
there loss of biological
assets.
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Mr Conner: ‘The equity markets will look at banks that can’t meet the Basel
requirements and sell their shares down, simply because they anticipate a rights
issue or something that’s going to dilute them’

OCBC’s Conner
warns of Basel III
downside

GMG Global turns around
with $16.4m Q3 profit

COMPANY BRIEFS

Banks reeling from super-low
interest rate environment

Raffles Medical posts
Q3 net of $10.7m

HG METAL MANUFACTURING LIMITED
(Company Registration No.: 198802660D)

(Incorporated in the Republic of Singapore)

NOTICE OF EXTRAORDINARY GENERAL MEETING

Unless otherwise defined, all capitalised terms herein shall bear the same meaning as used in the
circular dated 26 October 2010 issued by HG Metal Manufacturing Limited (the “Circular”).

NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting (“EGM”) of HG Metal
Manufacturing Limited (the “Company”) will be held at 28 Jalan Buroh, Singapore 619484 on 10
November 2010 at 9.30 a.m. for the purpose of considering, and if thought fit, passing, with or without
modifications:

1. ORDINARY RESOLUTION: THE PROPOSED SUBSCRIPTION

THAT approval be and is hereby given for the Directors or any of them to:

(a) allot and issue 163,850,000 New Shares to the Subscriber at the Subscription Price of
S$0.095 for each New Share, pursuant to the terms and subject to the conditions of the
Subscription Agreement entered into between the Company and the Subscriber;

(b) allot and issue 153,000,000 (or such other number representing 14% of the enlarged share
capital of the Company after the exercise of the Call Option) Option Shares at the Option
Exercise Price of S$0.095 (or such other price following from any adjustment to the Option
Exercise Price) for each Option Share, pursuant to the terms and subject to the conditions of
the Subscription Agreement entered into between the Company and the Subscriber; and

(b) complete and do all such acts and things, including without limitation, to execute all such
documents and to approve any amendments, alteration or modification to any documents as
they may consider necessary, desirable or expedient to give full effect to the Proposed
Subscription and this Resolution, and the entry into the Subscription Agreement by the
Company be hereby approved, confirmed and ratified.

2. ORDINARY RESOLUTION: THE APPOINTMENT OF MR GOH KIAN SIN AS DIRECTOR

THAT subject to and contingent upon the passing of Ordinary Resolution 1 above, Mr Goh Kian
Sin be appointed as a director of the Company, with effect from the Completion Date.

3. ORDINARY RESOLUTION: THE APPOINTMENT OF MR WONG KEAN SHYONG (KENN) AS
DIRECTOR

THAT subject to and contingent upon the passing of Ordinary Resolution 1 above, Mr Wong
Kean Shyong (Kenn) be appointed as a director of the Company, with effect from the Completion
Date.

BY ORDER OF THE BOARD

Chng Hee Kok
Chief Executive Officer and Executive Director

Singapore
26 October 2010

Notes:

1. A member entitled to attend and vote at the EGM is entitled to appoint a proxy to attend and vote in his stead. A
proxy need not be a member of the Company.

2. The instrument appointing a proxy must be deposited at the registered office of the Company at 30 Jalan Buroh,
Singapore 619486 not less than 48 hours before the time appointed for holding the EGM.

STOCK IN THE NEWS

Ezra’s results,
AMC deal draw
mixed reactions

CIMB analysts
gave Ezra’s stock
its biggest price
tag, valuing it at
$3 a share, up
from $2.60.
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