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Highlights 

 1Q18 PATMI was in line with our estimates. 

 New IPOs in FY18 expected to be in the high 20s compared to FY17’s 22. 

 Equity, FX and commodity derivatives volume expected to be strong in FY18. 

 Securities clearing fee spreads were down due to higher trading volumes by MMLPs and 
higher composition of products such as ETF and DLC. 

 An interim dividend of 5 cents per share proposed, unchanged YoY.   

 Maintain Accumulate with lower TP of S$8.31 (previous TP S$8.39) based on 23.9x 
historical 5-year average PE ratio. 

Results at a glance

(SGD mn) 1Q18 1Q17 YoY 4Q17 QoQ Comments

Securities 51.2 47.1 9% 50.5 1%

SDAV increase 18% YoY, avg clearing 

fee down from 2.89 in 1Q17 to 2.70 in 

1Q18.

Derivatives 80.6 70.8 14% 82.1 -2%
Total volumes increased 15% as all  

key derivative products improved.

Others 72.7 72.9 0% 75.1 -3% Declining contract processing 

services revenue.

Total Revenue 204.5 190.8 7% 207.7 -2%

Opex 98.5 93.7 5% 108.4 -9%

Higher Processing and Royalties 

expense YoY due to increase in 

Derivatives traded volume.

Net Income 90.7 83.1 9% 85.2 6%

Source: Company, PSR  

The Positives 
+ Securities trading and clearing revenue up 9% YoY to S$51.2mn due to an 18% YoY 
increase in SDAV. 1Q18 Traded value in equities which include ordinary shares, REITs and 
business trusts increased 14% YoY to S$67.5bn. The traded value in other securities 
products which include warrants, ETFs, Daily Leveraged Certs (DLC), debt securities and 
American depository receipts (ADR) increased 82% to S$5.7bn. 

+ Listing revenue up 6% YoY to S$13mn due to a higher number of new bond listings. 1Q18 
had 347 bond listings raising S$156.1bn compared to 139 listings raising S$59.4bn in 1Q17.  

+ Market Data and Connectivity revenue up 10% YoY to S$24.2mn, accounting for 12% of 
total revenue. The increase is due to higher reported data usage and also from continued 
growth of SGX’s colocation services business. 

+ Positive Jaw of 2%. Revenue was up 7% and operating expenses was up 5%, an 
improvement of a flat jaw in FY17. 

+ Derivatives revenue increased 14% YoY to S$80.6mn, accounting for 39% of total 
revenue. Total volumes increased 15% YoY to S$46.2mn contracts. All key products: China 
A50 Index Futures, Nikkei 225 Index Futures, SGX Nifty 50 Futures, USD/CNH futures, 
INR/USD futures and Iron Ore Futures improved after a weak performance in FY17. 
Strategy to grow the business further will include new products launches, cross product 
margin offsets and improvements to product features such as the tighter spread on the 
INR/USD futures compared to OTC market. 
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Accumulate (Maintain)
LAST DONE PRICE 

FORECAST DIV

TARGET PRICE

TOTAL RETURN

COMPANY DATA

BLOOM BERG TICKER SGX SP

O/S SHARES (M N) : 1,071      

M ARKET CAP (USD mn / SGD mn) : 5959 / 8108

52 - WK HI/LO (SGD) : 7.82 / 6.96

3M  Average Daily T/O (mn) : 1.57        

MAJOR SHAREHOLDERS (%)

23.34%

Vanguard Group Inc 2.11%

1.21%

PRICE PERFORMANCE (%)

1M T H 3 M T H 1Y R

COM PANY 3.7         3.4         8.0         

STI RETURN 3.59       2.06       20.66    

PRICE VS. STI

Source: B loomberg, PSR

KEY FINANCIALS

Y / E June F Y 16 F Y 17 F Y 18 e F Y 19 e

Revenue (SGD mn) 818         801         862        880        

EBITDA (SGD mn) 469        460        486        486        

NPAT (SGD mn) 349        340        372        378        

EPS (Cents) 32.6       31.8        34.8       35.3       

PER, (X) 22.2       23.8       21.8        21.4        

P/BV, (X) 7.9         8.2         7.8         7.3         

DPS (Cents) 28.0       28.0       32.0       32.0       

Div Yield, (%) 4% 4% 4% 4%

ROE, (%) 36% 34% 35% 34%

Source: B loomberg, Company, PSR

Valuation Method

23.9x 5-year historical PER

Jeremy Teong (+65 6212 1863)

Investment Analyst

jeremyteong@phillip.com.sg
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The Negatives 
- Securities average clearing fee have been declining sequentially. 1Q18 average clearing 
fee was 2.70 bps which is lower than FY17’s 2.82 bps and FY16’s 2.90 bps. The lower 
average clearing fee was due to increase in trading of warrants, ETFs, recently launched 
DLCs and higher trading volumes by Market Makers & Liquidity Providers (MMLP) as these 
market participants generally pay lower clearing fees. We estimate that the percentage 
value of warrants, ETFs and DLCs against total traded value have been increasing over time 
from 2% in 2016 to 5% in 2017 and now 7.8% in 1Q18.  

- Post Trade Services down 9% YoY to S$26.4mn, accounting for 12% of total revenue. 
Contract processing revenue declined 58% from S$3mn a year ago to c.S$1mn because 
brokers are migrating to their own systems and no longer need SGX’s contract processing 
services. It is estimated that this revenue stream will cease by early 2018. In the other 
segment of Post Trade Services, the securities settlement revenue proves to be stable and 
makes up c.88% of the Post Trade Services revenue. However, we think that this segment 
appears to be stagnating and would not contribute meaningfully to SGX’s growth in FY18. 
 
Outlook  
We have increased our FY18e SDAV estimate S$1.23bn (previous estimate S$1.16bn) 
because we expect continued strong growth in ETFs, DLCs and warrants traded volume; 
and we also expect stronger equities traded volume especially in property and finance 
counters. We also increase our FY18e total derivatives volume estimate to 199mn contracts 
(previous estimate 187mn contracts). We expect stronger traction for existing derivatives 
products as well as higher traded volumes from new product launches in FY18. In the 
derivatives portfolio, we are most upbeat on the China A50 Equity Index Futures and the 
USD/CNG Futures following the relaxation of rules in China pertaining to Equity Index 
Futures trading earlier this year. Both products make up 39% of SGX’s derivatives traded 
volume. FY18e operating expense guidance remains unchanged at the range of S$425mn to 
S$435mn. 
 
Investment Actions 
Maintain Accumulate with lower TP of S$8.31 (previous TP S$8.39) based on 23.9x 
historical 5-year average PE ratio. Our lower target price is due to weak revenue growth 
outlook in Post Trade Services in FY18e and we lowered our revenue expectation for 
securities clearing fee due to the higher contribution from low margin products.  
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Fig 1. Securities Revenue ($mn) Fig 2. Derivatives Revenue ($mn)

Fig 3. Post Trade services ($mn) Fig 4. Member services and connectivity ($mn)

Fig 5. Issuer services ($mn) Fig 6. Total Revenue Composition (%)

Fig 7. SDAV & DDAV Fig 8. Sub Business Unit Main Drivers ($mn)

Fig 9. Total Operating Expenses ($mn) Fig 10. Operating Expenses as a % of Total Revenue
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Financials

Income Statement Balance Sheet

Y/E Jun, SGD mn FY16 FY17 FY18e FY19e FY20e Y/E Jun, SGD mn FY16 FY17 FY18e FY19e FY20e

Securi ties 205 205 218 206 205 ASSETS

Derivatives 325 303 353 374 381 PPE 62 80 56 59 57

Others 288 293 291 300 305 Others 245 348 352 357 363

Operating revenue 818 801 862 880 892 Total non-current assets 307 429 408 417 420

Operating expenses 409 399 428 437 445 Accounts  receivables 930 815 864 821 835

Operating profit 409 402 435 442 447 Cash 806 736 791 818 859

Other ga ins/(losses) 6 6 10 10 10 Securi ties  clearing funds 60 60 60 60 60

Associates  & JVs 1 1 2 2 2 Others 3 1 1 1 1

Profit Before Tax 416 409 446 454 458 Total current assets 1,799 1,613 1,716 1,701 1,756

Taxation -67 -69 -74 -76 -76 Total Assets 2,105 2,041 2,124 2,118 2,175

Net Income, reported 349 340 372 378 382

Net Income, adj. 349 340 372 378 382 LIABILITIES

Accounts  payables 1,013 892 902 858 875

Short term loans 0 0 0 0 0

Others 85 82 83 83 83

Total current liabilities 1,098 973 984 940 958

Long term loans 0 0 0 0 0

Others 18 35 34 34 34

Total non-current liabilities 18 35 34 34 34

Per share data (SGD Cents) Total Liabilities 1,116 1,009 1,019 975 992

Y/E Jun FY16 FY17 FY18e FY19e FY20e

EPS, reported 32.6 31.8 34.8 35.3 35.7 EQUITY

DPS 28.0 28.0 32.0 32.0 32.0 Non-control l ing interests 0 0 0 0 0

BVPS 91.2 92.5 96.5 103.3 106.8 Shareholder Equity 990    1,033   1,105  1,143  1,183   

Cash Flow Valuation Ratios

Y/E Jun, SGD mn FY16 FY17 FY18e FY19e FY20e Y/E Jun FY16 FY17 FY18e FY19e FY20e

CFO P/E (X), adj. 22.2 23.8 21.8 21.4 21.2

Profit before tax and Assoc.&JV 415 407 444 452 457 P/B (X) 7.9 8.2 7.8 7.3 7.1

Depreciation & Amortisation 60 58 51 44 44 EV/EBITDA (X), adj. 8.8 9.4 8.9 8.8 8.7

WC changes 17 (21) (12) 5 11 Dividend Yield (%) 3.9% 3.7% 4.2% 4.2% 4.2%

Others 2 3 1 (1) (1) Growth & Margins (%)

Cash generated from ops 494 447 484 500 511 Growth

Tax pa id (70) (67) (74) (76) (76) Revenue 10.2% -2.1% 7.7% 2.0% 1.4%

Cashflow from ops 423 380 411 424 435 EBITDA 10.0% -6.8% 16.5% 2.2% 1.7%

CFI EBIT 10.2% -2.1% 7.7% 1.8% 1.0%

CAPEX, net (74) (60) (65) (63) (60) Net profi t, adj. 0.0% -2.7% 9.6% 1.5% 1.1%

Others 11 (87) 10 10 10 Margins

Cashflow from investments (63) (147) (55) (54) (50) EBITDA margin 57.3% 57.4% 56.4% 55.2% 55.1%

CFF EBIT margin 50.0% 50.2% 50.4% 50.3% 50.1%

Loans , net of repayments 0 0 0 0 4 Net profi t margin 42.7% 42.4% 43.2% 43.0% 42.9%

Dividends (332) (300) (300) (342) (342) Key Ratios

Others (13) (9) 0 0 (4) ROE (%) 35.5% 33.6% 34.8% 33.6% 32.9%

Cashflow from financing (345) (308) (300) (342) (342) ROA (%) 17.9% 16.4% 17.9% 17.8% 17.8%

Net change in cash 15 (76) 56 28 42

CCE, end 806 736 791 818 859 Net Gearing (X) Net Cash Net Cash Net Cash Net Cash Net Cash

Source: Company, PSR

*Forward multiples  & yields  based on current market price; his torica l  multiples  & yields  based on his torica l  market price.  
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Total Returns Recommendation Rating
> +20% Buy 1
+5% to +20% Accumulate 2
-5% to +5% Neutra l 3
-5% to -20% Reduce 4
<-20% Sel l 5

We do not base our recommendations  entirely on the  above quanti tative 

return bands .  We cons ider qual i tative factors  l ike (but not l imited to) a  s tock's  

ri sk reward profi le, market sentiment, recent rate of share price appreciation, 

presence or absence of s tock price cata lysts , and speculative undertones  

surrounding the s tock, before making our fina l  recommendation 
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Important Information  

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s license under 
the Financial Advisers Act, Chapter 110 in Singapore.  

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may 
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in 
part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.  

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained from 
public sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, express 
or implied that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in 
this report is subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or 
to supply any corrections, updates or releases in connection therewith.  

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time 
without prior notice. Past performance of any product referred to in this report is not indicative of future results.  

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as 
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made 
available constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or 
appropriate for the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not be 
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Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this 
report should take into account existing public information, including any registered prospectus in respect of such product.  

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but 
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading 
activities. Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, 
employees or persons involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this 
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to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided 
advice or investment services to such companies and investments or related investments, as may be mentioned in this report.  

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or 
persons involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in related futures or 
options, purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the 
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officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise 
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IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES 
Where the report contains research analyses or reports from a foreign research house, please note: 

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250 North 
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expert investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports. 

 
 


