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Review: YTDL9, the STI is up%. We fell shortagainstthe benchmark MSCI Asia-#apan 2019 Performance
(MAXIQ se of 11%(SGD terms)rhe STI has underperformed MAXJ in fawirof the past five
years. We lack the earnings growth aneraéing theme.This has resulted i8TI valuationkeing
stuck in a tight rangeA newsource offund-flow couldbe a rerating trigger.When reviewing
sector performance, REITs@dd out as the best performer in 2019. We entered 2019 wit

7.6%
expectations of two rate hikes. Insteatle ¥ | O S FPovieKproéd | y R S Ethd& ke S 5.2%
cutsin 2019.

Figurel: Banks mix performance

Outlook: In 2020, ve think the Singapore economy could surprise on the upside. Firstly,

economic backdrop globallyéspected to recuperate after two years of deceleration ledHsy S
manufacturing sectarSecondly, several key sectorsmfr economyare starting to recover.
Property transactionvolumes have rebounded after the malaise pe®ty 2018 cooling
measuresSalesfrom new launchesare up13% in 2019. The improvementtime property sector
support retail spend andmortgage loans The onstruction sectoris on the mendwith Figure2: Hong Kong exposure a drag

contracts awardedat four-year highs. Thirdly, the macetting is turning positiveForeign
-15.7%
P ERy

direct investmens in Singapore are at record levels U58.08on. Employmentgrowth is the
35.9%

DBS UOoB OCBC

fastest in almosfive years There will be sevetgolitical events to eyeball in 2020f course
we have our own Singapore elections. Past elections have not seen any meaningful impi
the stock market. Another notable event will be the Democratic Primaries. If Elizabeth We
secures the presidei@l nomination, wecanexpect a knee jerk sell down in U.S. emsitOn
the dreaded trade war, our base case is a truigethePhase Heal We believehe deal has a
better chance in this period becaugeTrump is heading intBresidentiaklection of which he
will not wish to risk further deceleraton in the US economyii) Headliring Phase 1deal to
provide both sidesvith the legroom to claim victoryhat moreconcessions and assertishould
be attained in Phase,2Znd iii) A desire to avoid 15d@ember punitive tariffs on the U.SFigure3: Bottom-up winners
consumer.

STI TargetWe are raisingour STI targefrom 3400to 370Q The improvement in growth and

re-rating potential could surprise on the upsidehis pegs the market 45x PE FY20e.

Recommendation: Our model portfolio- Phillip Absolute 10 outperformed the STI in 2019.

49.2%
Our best performerdnclude SGXCapitaland, Sheng Sioagd Ascott REITWe are removing 34.5% 31.4%
SGX due to the share price performararel expectations of reduce@Trump drive) market
volatility. We replaced SGX with StarH@&tarHub i®n a path to recoveryThe poblematic
pay-TVbusinesshould improve wittmore variable content contracts aradsteadier subscriber
coL

base As for nobile, we believeit is past the peak of the competitive intensityle are replacing
DBS withFrasers CentrepointH20 will be challenging for banks as net interest margins r
over and loans growth stay tepi8heng Siong will deliver consisteatrningsgrowth from new  sourcgFig 13): PSR, Bloomberéas at 2 Se29)
stores anda recuperatig retail sector willbe helpful. CapitaLan@ gpurney to building more
recurrent earnings continues. Venture is our exposurea tebound inthe electronics sector
driven by 5G and supply chale-riskingfrom China to 8utheastAsia We like PropNe lduge
market share, attractive yield and recovery in property transactiolumes
ThePhillip Absolute 1Model Portfolio

Dairy Farm  Jardine Matheson Jardine Strategic

Thai Beverage Wilmar

Paul Chew(+65 6212 1851)
Head of Research
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Company im 3M YTD Rating Target Px (SS) Share Px (S$) Upside Mkt Cap (USSm) Dvd. Yield ROE

Yield

Ascott REIT 0.7% 3.0% 25.9% Accumulate 1.36 1.36 0% 2,192 5.3% 6.1%
NetLink 1.1% 6.2% 23.5% Accumulate 0.99 0.95 5% 2,724 5.5% 2.8%
Dividend Growth

Frasers Centrepoint (new) -1.8% -1.1% 25.0% Accumulate 3.11 2.71 15% 2,240 4.5% 9.4%
UoB 0.1% 0.7% 5.2% Accumulate 27.8 25.84 8% 31,888 3.9% 11.9%
Growth

PropNex 2.0% 4.0% 83% Buy 0.59 0.52 13% 142 7.1% 20.0%
Sheng Siong 0.0% 12.6% 17.9% Accumulate 1.32 1.25 6% 1,390 2.7% 26.7%
Venture -0.3% 3.4% 13.5% Accumulate 17.18 15.83 9% 3,378 4.4% 16.0%
Re-rating Plays

Capitaland 0.8% 5.1% 19.3% Buy 4.20 3.71 13% 13,838 3.2% 8.2%
Starhub (new) 2.9% 10.8% -17.7% Accumulate 1.58 1.44 10% 1,844 6.3% 31.7%
Singtel 0.3% 9.4% 15.7% Accumulate 3.53 3.39 4% 40,947 5.2% 52%

Average 0.6%  5.4%  13.7% 8% 100,583 4.8% 13.8%
SourcePSRBloomberg(as of12 December2019); performance is for illustration purposes only. Excludes the cost of monthly rebalancing, transaction 1
and dividend income.
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2019 REVIEW

YTD19, the STI is up 4%. We fell short agdimestoenchmark MSCI Asia-Eapan 5 Themes for 2020
(MAXIR dse of 1% (SGD terms)The STI has underperformed MAXJ in foutrof the
past five years. We lack the earnings growth andateng theme. This has resulted ir
STl valuations being stuck in a tight range. Whestiewing sector performance, REITV  Recovery inthe domestic economy
stood out as the best performer in 2019. We entered 2019 with expectations of t
rate hikes. Insteadwe ¥ OSR (KS at2¢Stf LAG20¢ |
2019. As the year progressed, the slowdown in the dlobeonomy, led by V Binary political events
manufacturingstoked fears of a looming recession swayed by the inverted yield ct
and escalation of tariffs between the U.S. and Ch8tacks that performed the best
were driven more by bottomsip companyspecific drivers rather thaa broad macro
driver.

Trade ceasefire

More buoyantelectronicssector

Less momentunfrom interest rates

OUTLOOK 5 Themes we had for 2019

In 2020, we think the domestic Singapore economy could surprise on the up:
Firstly, the economic backdrop globally is expected to recuperate after two yeat
deceleration led bythe manufacturing sectarSecondly, seval key sectors of ourV Slower rate hiking cycle
economyare starting to recover. Property transactioslumeshave rebounded after
the malaise postluly 2018 cooling measures. Property sales from new launches
up 13% in 2019 and accelerating. The improvemenhénproperty setor supports * US data rolling over
retail spend and mortgage loan3he onstruction sector is on the mend with
contracts awarded at fodyear highs(Figure 8) Even the moribund retail sector is
registering some stabilityFigure 9) Thirdly, the macro setting is turning pagé.
Foreign direct investments in Singapore are at record levels of US$1Bigjumel0).
After two consecutive years of decattav population growth Singaporemanage to
ekeout an improvement in our population growtfiFigure 1).

Attractive valuations

Trade truce between U.SChina

Turmoil in U.S. politics

There will be severglolitical events to eyeball in 2020. Of course have our own

Singapore elections. Past elections have not seen any meaningful impact on the
market. Another notable event will be the Democratic Primaries. If Elizabeth Wa
secures the presidentimomination, we can expect a knee jerk sell down in U.S. eq!
markets. Then therare the November Presidential electisnMaybe, only Michael
Bloomberg can save the following four years. On the dreaded trade war, our base
is a truce via the Phagedeal. We believe the deal has a better chance in this per
because i) Trump is heading into Presidential election which he willvisbtto risk

further deceleration inthe US economy; ii) The headline Phase 1, can provide k
sides with the legrooma claim victory that more concessions and assertion could
attained in Phase Zndiii) A desire to avoid 15 December punitive tariffs on the U

consumer.
Figure4: Global PMIs are turning up Figure5: Singapor€ @DP bottoming out
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Figure6: Valuations reflect the low expectations Figure7: Dividend yield attractive against fixed income
16 STI: Forward PE (x) STI: Dvd Yield minus 10Y (%)
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Figure8: Construction back to 4/earhighs Figure9: Show climbupwards for retalil
SG: Construction demand (S$nIL2M) SG: Retail Sales Index Excl. MV
(3MMA YoY)
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Figurel0: Record FDI for Singapore in 2019 Figurell: Improving population supports domestic spend
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RECOMMENDATION

There is no single underlying theme in our portfolio. Our selection is purely a baeftobalanced portfolio of stock picks

which we hopedo generate alphaWe look for balance returns in our model portfolio. For our 2athSolute return portfolio

our top 10 picks The Phillip Absolute 10 by categorae:

a) Dividend YieldAsott REITand Netlink Trust are the yielahchors to our portfolio. Around 40% of Ascott revenues ar
income protected (master lease and income guarantees) and the baladoeeisified acrossine geographies. Netlink
is your residential fibre provider monopoly enjoying regulated returimcrementalto earningsgrowth will be
connections for 5G deployment and penetration in commercial fibre business.

b) Dividend Growth:We expct UOB to grow their dividends in view of their 7% earnings growth in FY19e. Fra
Centrepoint is a new addition. Growth will come from the rise in captive HDB population for their malls and |
inorganic growth from a pipelingixsuburban mall ass¢e in PGIM fund held by its sponsor.

c) Growth: The recovery in HDB transactions aldrge number of new property launches will be supportive of PropNe
earnings growth in FY2We expect another year of growth for Sheng Siong as they grow the stoaekenshare and
margins Venture will ride on theshift in global electronics supply chain into Southeast Asia anidnprovement in
electronics demandrom improving SindJS trade relationship.

d) Rerating: CapitaLand is scaling up Igingandasset nanagemenfee income. We view this adigher quality income
and will rerate the valuation of the company. We are expecting Starhubpéapperations to improve as custorsare
locked in two yeagandthe content cost is gradually restructuredle thinkmobile competitiorhas peaked and intensity
willsubsidez § SELISOG {Ay3idSt Qa | aaz2 OA adfter §brutahpNde SdrthawirelessYnaike® (
in Indiais currently going through series ofprice hikes.

STI targetWe are raising our STl target from 3400 to 3700. The improvement in growth aating potential could surprise

on the upsideThis pegs the market dt5x PE FY20e.

Figurel2: The Phillip Absolute 10

Rating Target Px (S5) Share Px (55) Upside Mkt Cap (USSm) Dvd.Yield ROE

Ascott REIT 0.7% 3.0% 25.9% Accumulate 1.36 1.36 0% 2,192 5.3% 6.1%
Netlink 1.1% 6.2%  23.5% Accumulate 0.99 0.95 5% 2,724 5.5% 2.8%
Dividend Growth
Frasers Centrepoint (new) -1.8% -1.1% 25.0% Accumulate 3.11 2.71 15% 2,240 4.5% 9.4%
UoB 0.1% 0.7% 5.2% Accumulate 27.8 25.84 8% 31,888 3.9% 11.9%
Growth
PropNex 2.0% 4.0% 8.3% Buy 0.59 0.52 13% 142 7.1% 20.0%
Sheng Siong 0.0% 12.6% 17.9% Accumulate 1.32 1.25 6% 1,390 2.7% 26.7%
Venture -0.3% 3.4% 13.5% Accumulate 17.18 15.83 9% 3,378 4.4% 16.0%
Re-rating Plays
Capitaland 0.8% 5.1% 19.3% Buy 4.20 3.71 13% 13,838 3.2% 8.2%
Starhub {(new) 2.9% 10.8% -17.7% Accumulate 1.58 1.44 10% 1,844 6.3% 31.7%
Singtel 0.3% 9.4% 15.7% Accumulate 3.53 3.39 A% 40,947 5.2% 5.2%
Average 0.6% 5.4% 13.7% 8% 100,583 4.8% 13.8%

Source: Bloomberg, PSR
2019Performance Review Phillip Absolute 10
OurPhillip Absolute 1@utperformedthe STin 2019 Below were sme of the changes we mad Figurel3: Monthly

during the quartes. movements

Absolute  STI
1Q19Add: SGX, Keppel DC REIT, China Surigmeove Chip Eng Seng, MicMechanics, Banyan Tree 10
2Q19Add: NetLink Trust, Ascott REIT, SingR#move Ascendas REIT, CCT, Geo Energy Janl9  7.2%  4.0%
3Q19Add: DBS, APAC RealBemove China Sunsine, Keppel DC REIT Febl9 06%  0.7%

Marl9 -0.7%  0.0%
Aprl9 22%  5.8%
Mayl9 -2.0% -8.3%
The portfolio was dragged down in 1H19 by some of our growth stocks such as China ¢ |Jun19 65%  6.5%
and Geo Energy. Earnings severely disappoimt@tl both stocks. Keppel DC REIT wa i\lﬂlf9 _13'%0@ :(5)'822
hindsight miss, as we took prdditoo early aswe felt valuationswere stretched. We switched Seglg 00%  0.4%
our incomegenerating stocks in 2Q19 with NetLink and Ascott REIT. In the 3Q19, we in( |Oct19 4.2%  3.5%
our first midcap stock- real estate agency APAC Realty. We exited Cobéd@ro adaxi |Novl9 02% -1.1%
industry continues to lose market share to private hire iet#s and rail business was hit | 5%19 107'92& 2'(1)22
several charges. In 4Q19, we added Venturaeneficiary of recovery in electronics indust Out(Undenperf 13.5%
plusswapped APAC Realty with PropNex due to the latter's better execution. Source: PSR,Bloomberg (as of 12
De@mber 209)

4Q19Add: Venture Corp, PropNeRemove ComfortDelGro, APAC Realty
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Sector Narratives

1. Consumer:Consistent with our domestic recovery thenwee expect consumer spending to improve in 2020ageand
job growthwill support spendingand evenanimprovement inproperty sales.

2. FinanceWe still view banks as dividend growth stocks due to their sidigj¢ earnings growth profile and wedhpitalised
balance sheets. Nevertheless, we expect 1H20 to be weak for the banks namely from lower interest marngipi éoahs
growth. 2H20 should sdeetter performance as the recovery in macro condititmeeomedess ominous.

3. Healthcare: The hospital admission data has surprisingly turned positive and even medical tourism has been |
However high valuations and higher risk profil@sthe sectorventures overseaywill cap any upside in share prices.

4. Property:We have been surprised by the share price performance of property stock especially with therftogepleted
supply yet to be launchedVith 40 to 50 launches a year, takp rates have understandably been low at 20%. We pre
the real estate agentsver developers. Agencies have concentrated market shares, will benefit from improveme
volumes and not underwrite the potential lossieem unsold inventoryor the punitive stamp duties).

5. REITslt was a windfall year for REI'We moved fromexpecting tworate hikesto receiving threerate cuts in 2019. This
five cut swing in expectations will not occur2020. My expectationare flat price performance antb just collect your
dividends as returns.

6. Technology:Pretty bullish on this sectog 3 reasons: (a) recovery in overall global manufacturing; (bjorgllof new
structural technologies like 5G and continued penetratiéelectronics into mainstream automobiles (infotainment, LEL
seating, etc) and hybrid vehicles (due to emission standards especially in Ewandd)) supply chain migrath to
SoutheastAsia- including Malaysia.

7. TelecommunicationsNot too worried alout the fourth mobile operator If there was a profit opportunity, the service
would have already been rolled out and not jastunlimited free trial at present. MVNOSs ¥aclosed any profit pools left
for TPG.

8. Transportation:It has been challenging ftine taxi industry in Singapor&henumberof private hire vehicles is gromg at
a rate that is guivalentto the current fleet oftaxis every 18 months.

Paul Chew(+65 6212 185:
Head of Resear

paulchewkl@phillip.com.:
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Technical View Straits Times Index
Limited upside growth with the bear gaining the upper hand

SNGAPORESTRATEGY REPORECHNICAL ANALYSIS

1 Straits Time Index has been ranging since the fall from 3906 points to 1455 point from 2007 Q4 period to 2009 Q2 |
1 The STI Index did make a substantial recovery in Q2 2009 onwards but the index remains belpgg8Zling wea

sentiment ahead.

1 Hbonacci retracement shows that price has been rejected at the 88.6% of the total rang8%@r161455.47

¢ KS gedon@rice has not been making progress since the aftermath of the 2008 Financial crisis. There are traces ¢

but without breaking 2007 highThe STI recovery is nekpectedto be strong.

{ ¢ pe®armance from 2009 to 2019 has beeammendabletouchinga newdecade highat 3641.65 in May 2018However
there wasa swift reversaland the index closgtbelow 3600 in May 2018he STHisplayedno signs of recovery beyond 3600.

Figurel4: STI highs has been rejected at 78.6% and 88.6% of the Fibonacci level

B Open 33033
M High 331144
Mlow 324672
W Close 3255.67

Price has been rejecting at 78.6% and 88.6% Fibonacci levels
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ST Index (Straits Times Index STT) GPC Honthly 13DECLS69-11DEC2019 Copyrights 2019 Bloombarg Finarce LP, 11-Dec-2019 15:41:23

STI actually missea huge upside move whethe STI reboundeaff the 50% range in 2011 and 2016 respectively, effeci
forming a potential double bottom. Howeveihe STI did not manage to break through the neckline resistance at. 3&&@ad
the index wascapped at 3560.23 without advancing further. This momenfara telitale sign that STwill be facing downsic

pressure in the next few years as demand is falling.
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Figurel5: STI monthly Wave count suggests a ranging sentiment with poterftahuge drawdown
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STI Index (Straits Times Index STI) STI Monthly 2020 Strateg Monthly 11DEC1989- Copyright€ 2019 Bloomberg Finance L.P. 11-Dec-2019 11:47:1

*The Elliott wave count on STl is currently on the regular flat corrective wave, instead of the e3aSsi@®e structure of the Elliott wave

The monthly wave count had avgave sub corrective wave down labelled ((w)), ((X)), completing wave A i0@Y4t@ Q1 200¢
The subsequent wave B had a longer period from 200018, a period of 10 years. Wave B ended when price terminates
85.4% at 3541.50. The current wave analysis is in a process of formisgbacerrective wave down to form wave C ahe
current wave suggests that the index might have a slight bullish recovery to®48ds103541.50before resuming its 'Swave
of the C leg, which will most likely terminate at the 1500 region.

However, there's a possibility that the index may héader towards the 300§point level before reversing to complete the
(C) wave of wave (ii).
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Figurel6: STI weekly wave count shows a clearer suve division
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The weekly wave count shows a algaimary impulses wave structure from 2016 to 2018 with a potential smaller regular fi
the making. Although the symmetrical triangle is displaying a strong impulse bullish continuation, the supply area Idoat
3600 regions proves to be a strorggistance zoneTherefore the possibility of STI breaking 3600 is highly unlikely. Besidt
corrective wave downhat occurredon May 2018 to October 2018 is on av@ve corrective pattern, which opens a path to-
3-5 flat corrective wave formatiomstead of the usual-B8-5 structure. In other words, the symmetrical triangle will have a lin
upside rally and it will be a corrective formation instead of an impulse formation.

Summary

In the near term, the STI will most likely have a strong upside to the 3600 regions before it embarkwvawe corrective actic
towardsthe 3000 leveht the minimum basedn the weekly wave count. However, we believe that 2020 price momentum v
kept betweenthe range 029003600 and its highly unliketihe STI will reach 1500.
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Consumer OVERWEIG

W Retail Sales Index @totor Vehiclesdown 15%this year The worst showing in three years

w Wagegrowth of almost 4% together with a 1% rebound in employment will be supportive for consumption

W Thai Beverage revenue has been hurt by sluggish farm incomes in Thailand. This is the core customer base for br
w We havean Overweighbn the Sirgapore Consumer Sector

2019 Review

Retail spending was weak this year. Worst hit this year were discretionary items such as furitl#&) @nd apparet3.3%)
September was the8monthly YoY contractioiThe aly encouragement we haid that the decline was at the weakest pace
SeptemberSoftness was partly due to slower property sales impacting furniture demand. Apparel demand we believe is ¢
as online salestake market shareThree major cosmetics and apparel brands closed (or gp#inSingapore Sasa, Forever.
and Crabtree & EvelySupermarket salesave modestly better in 2019. It was flat in 2019 against the 1.2% fall in 2018. In
of share price performance, the consunsactor is upgl2% this year.

Outlook

We are moreupbeatin the consumer sector. Wages growth is improving. 3Q19 wage growth was 4.5%, the fastest in ah
year. The record level of FDI will be also supportive of wages in 2020. Another positive driver to consumptigrgsgénbe
rise in employrent. Employment rose 26,700 in 3Q19, the highest in almegtds.

On Thailand, consumer spendjrggpecially by farmerbas been more resilient than expected. Government support prograr
and post mourning period has provided a recovery in consumpending.

Recommendations

We are Overweight theConsumer Sectas we expect a recovery in consumer spending in Singapore.

1 Sheng SiongdCCUMULATEP: S$B2) is capturing market share from malls and otlsepermarkets (Figur&8). Therecorc
expansion in 2018/19 will bmajor revenue and earnings drivers for the company. The company has been able to
record-high margins over the past six years duatoighercontribution of fresh products. Sheng Siong operates with i
cash béance sheet and ROE of 25%.

1 Thai BeveragdREDUCHP: S$@0) beer businesgor Sabeco) is riding on healthy consumer spendingiethnam (Figut
21). Howeve, any earnings contribution igeighted down by its hefty interest expensdis FY19, interestxpenses for bet
division due tahe acquisition of Sabeco was US$171@onsumer spendinig Thailand istable but off the robust pace
1H19 Figure22).

Paul Chew(+65 6212 185
Head of Resear

paulchewkl@phillip.com.:
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Figurel7: Retail sales weakest in 3 years
SG: Retail Sales Ex MV (Annual YoY)
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Figurel9: Employment is on the mend

SG: Employment (000s and YoY)
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ThailandVietham Consumer Tracker

Figure21: Attractive consumer market in Vietham

Vietnam Retail Sales (% YTD)
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Figurel8 Sheng Siong huge market share gains
SSG vs Supermarket Industry (YoY)
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Figure20: Wages are improving
SG: Average Monthly Wage Growth
(4QMA - YoY)
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Figure22: Consumption spend slowing post elections

TH: Personal Consumption Index
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Finance OVERWEIG

() Impact of Fed rate cuts on NIM to be managed by funding cost adjustmemaitdgain atargetedNIM spread

(%) Elevated allowances expected in 2020 mainly due to general provisions as the macro environment readjusts itst
threats of deglobalisation, protectionism and rivalry for hegemony between the U.S. and China.

W Loans growth similar levels 2019 as business sentiments remained weighed down by global headwinds.

) {AYy3FLER2NBE o6l y]1aQ K AASi&vill Bebdfizramdri¥ddys ifit@ the{redyidafdK the néedium to long ten

(%) We maintainOVERWEIGH®r the Singapore Banking Sector.

2019 Reiew

The backdrop othe first half of 2019 had been generally positive despite the resurgence of \CKina trade tensions.The
trio presented higher AUM growth of around 8% YoY from affluent clientele, translating to strength in wealth manag
fees in the first half. Wealth management fees contributed tep3%:™: G KS ol y1aQ G2iFft FSSa
half saw loans deferred and business confidence affected.

The second half of 2019 saw three 25bps cuts on 31 July, 18 September and 30 O@&oftmer the firstate cut, we saw the
3M SIBOR/SOR peak at 2.00%/1.76% on 31 July before declining to decline flov%@'1.54% at end Novembe
Consequently, all three banks displayed quarterly NIM contraction in 3Q1®bp&/-2bps/-4bps for DBS, OCBC and U
respectively. Southeast Asia was plagued by geopolitical issues as well while countries grapple to entgatikie impacts
of slower growth. The latest Singapore bank lending update had seen the average growth in 3Q at 2.1% YoY. How
silver lining came from strong fees income growth from wealth management, credit card fees arelktad fees. Eanings
have not disappointed.

2020 Outlook

Wealth managemenwill F £ 2 dzZNRA &K Ay GFYRSY 6AGK {A¥SIHLBRNBYIBYlYyIENS
as an earnings driver for the trio to rise as lenders focus on strengthening their customer bdsgduct offerings, both
organically and via acquisitions. Singapore continues to deepen its hold as the leading private banking and wealth mar
hub, and growth will continue to accelerate as the Singapore banks piggyback along with the risenoérigpreneurs
building their empires. AUM growth provides greater visibility of a stable base of fee income, especially since Singego!
as a safer country for investors to park their wealth. Wealth management accounted for 9%, 10%, 6% oftaMi€otme for
DBS, OCBC and UOB respectively (9M14: 5%, 6%, 6% for DBS, OCBC and UOB respectively).

Weaker NIM across the three big boysin 20204 G K G KS | o{ ® CSRSNIf wSaSNWSoQa S
a gloomy picture for NIM dimg the recent results briefing, guiding alBbps contraction for fulyear NIM in FY20. The Fe
could take on more easing, should trade tensions continue beyond 2019 and into 2020, creating negative impacts ¢
growth. However, the impact of falliinbenchmark rates should be manageable with adjustments to funding costs to matc
pricing charged on loans to maintain a certain spread on margins. Based on our models, every 5bps cut in NIM wi
around3m’s 2F olyl1Qa t! c¢calLod

Volatile credit cos$s. The risk of more pain from higher provisions could be the case moving forward as the macroect
environment readjusts itself to the threats of ggobalisation, protectionism and rivalry for hegemony between the U.S.
China. Credit costs will ald®ecome more volatile as the banks are now usinggydical quantitative models that are sensiti
to economic forecasts. This downturn could allude to the likelihood of higher provisioning for losses from loans, efpre:
banks with higherexposGr G2 GKS DNBFGSNJ / KAyl NBEIA2YyT RAIIAYyI Ay
Kong afflicted substantial pain to its tourism and retail sectors. Hong Kong accounted for 16%/13%/7% of total loans
OCBC and UOB respectivelsedil cost is guided in the range of -2Bbps for FY20. However, if the current instability in Hc
Kong were to sustain, the deterioration in asset quality could be worse than expected.

Subdued loans growthWe expect business sentiments to remain cloutgdyeopolitical issues and deterioration in econor
activity growth, but we remain optimistic on growth in the medium to long term in Southeast Asia as businesses diver
flows intensify into the region. The banks guided loans growth of low tesinigledigit in FY20 as compared to nsahgle
digit growth expected in FY19e.

Recommendation

We maintain OVERWEIGHT on the Singapore Banking Sdnterest income is expected to soften in its pace of growtt
light of lower interest rates and subduéahns growth situation. However, the extent of these headwinds could be moder
by strengthening growth in fee income and other rioterest income from segments such as wealth management, deals
bonds. Valuations should be supported by robust capitetls and decent dividend yields of c.5% for the sector. Our top
remains as UOB due to its (i) low exposure to Greater China and Hong Kong, (ii) low NIM sensitivity to falling interasd r
(iii) defensive wealth management business whicheétsghe mass affluent.
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Figure23: Singapore banks' peer comparison

Price
PSR Market Cap Forward P/E Forward P/BV ~ Dividend Yield (% ROE (%) (Local Target
Stock Recommendation (USDmn)  Yr0O  Yrl  Yr2  Yr0 Yrl  Yr2 Yrl Yr2 YrO  Yrl  Yr2 Currency) Price (S$) Upside
Singapore
DBS Accumulate 48,596 11.0 104 104 12 1.3 1.3 4.8 4.9 11.6 131 125 25.7 27.30 6%
ocBC Accumulate 35,757 10.6 9.9 9.8 11 11 1.0 4.6 4.7 11.0 11.3 10.7 11.0 11.70 7%
uoB Accumulate 32,532 10.5 10.3 10.3 12 1.2 11 4.7 4.9 11.2 115 110 26.4 27.80 5%

Market Cap Weighted Average: 10.7 10.2 102 1.2 12 11 4.7 4.8 11.3 121 115

Indonesia
BANK CENTRAL ASI Non-rated 56,050 248 272 240 42 4.5 4.0 11 1.2 183 17.7 175 31825 na na
BANK MANDIRI Non-rated 24,668 138 126 111 1.9 18 1.6 33 3.6 144 144 154 7400 na na
BANK NEGARA INDO  Non-rated 10,158 10.9 9.1 8.1 15 1.2 11 2.8 31 145 138 14.1 7625 na na
BANK RAKYAT INDO Non-rated 37,623 138 15.0 13.2 24 2.6 23 2.9 31 185 181 187 4270 na na
BANK TABUNGAN NE  Non-rated 1,619 96 169 81 11 0.9 1.0 25 15 123 6.2 111 2140 na na

Market Cap Weighted Average: 18.3 194 170 3.0 3.1 2.8 2.2 24 172 167 171
Malaysia
AFFIN BANK BHD Non-rated 916 8.6 7.3 7.5 0.5 0.4 0.4 2.8 34 5.9 5.8 5.6 1.9 na na
ALLIANCE BANK Non-rated 968 11.8 8.8 7.4 11 0.7 0.7 5.4 6.1 9.6 7.8 8.8 2.6 na na
AMBANK HLDG BHD Non-rated 2,809 9.1 8.1 7.8 0.8 0.6 0.6 5.4 5.7 8.8 7.9 7.8 3.9 na na
BIMB HLDGS BHD Non-rated 1,887 8.8 10.0 9.5 1.2 1.4 13 3.6 3.9 143 146 142 4.4 na na
HONG LEONG BANK Non-rated 8,897 146 131 123 15 1.3 12 31 3.2 10.8 10.3 103 17.0 na na
MALAYAN BANKING Non-rated 23,206 128 120 116 14 12 12 6.5 6.8 109 102 10.2 8.6 na na
PUBLIC BANK BHD Non-rated 17,809 171 133 130 2.3 17 16 3.7 3.8 143 131 127 19.0 na na
RHB BANK BHD Non-rated 5,538 9.2 9.5 9.0 0.9 0.9 0.9 4.3 4.4 9.9 10.0 9.8 5.7 na na

Market Cap Weighted Average: 13.6 119 115 1.6 13 1.2 4.8 5.0 11.7 110 108
Thailand
BANGKOK BANK PUB  Non-rated 9,838 11.0 8.1 7.9 0.9 0.7 0.6 4.4 4.6 8.7 8.6 8.3 155.5 na na
BANK AYUDHYA PCL  Non-rated 7,375 11.4 7.0 7.9 1.2 0.8 0.8 3.8 3.8 106 120 10.3 30.3 na na
KASIKORNBANK PCL  Non-rated 11,422 115 89 91 1.2 0.8 0.8 3.0 3.2 106 99 92 144.0 na na
KIATNAKIN BANK Non-rated 1,866 93 94 91 13 13 12 7.0 7.2 145 137 137 66.5 na na
KRUNG THAI BANK Non-rated 7,504 94 77 76 09 0.7 0.7 4.9 5.1 96 94 89 16.2 na na
KRUNGTHAI CARDP  Non-rated 3,418 153 183 166 438 52 44 2.2 25 355 31.8 289 40.0 na na
SIAM COMM BK PCL Non-rated 13,449 11.3 9.3 9.9 1.2 1.0 1.0 5.0 4.9 108 11.2 9.9 119.5 na na
SRISAWAD CORP PC  Non-rated 2,868 187 225 186 44 4.9 3.9 0.4 0.5 26.0 249 229 64.8 na na
THANACHART CAPIT  Non-rated 2,098 7.4 8.3 8.1 0.9 0.9 0.8 7.0 4.9 123 115 111 55.3 na na
TISCO FINANCIAL Non-rated 2,594 9.1 10.7 10.3 17 2.0 1.9 7.3 7.4 194 188 18.9 97.8 na na
TMB BANK PCL Non-rated 4,972 8.3 8.6 8.3 1.0 0.7 0.7 4.0 4.3 123 71 8.1 15 na na

Market Cap Weighted Average: 11.1 9.6 9.5 14 13 11 4.2 4.3 128 122 114
Source: Bloomberg, PSR Extracted as of 13-Dec-1¢
Figure24: SGXhas a higher than averagdividend yieldand ROE

Last Price  Market Dividend
(Local Cap Forward P/E Forward P/B EV/EBITDA Yield (%) ROE (%)
Stock Currency Currency) (USDmn} YrO Yrl Yr2 YrO Yrl Yr2 YrO Yrl Yr2 Yrl Yr2 YrO Yrl Yr2

Asian Exchanges

SGX SGD 9.07 7,185 217 247 222 86 82 7.6 16.2 16.0 153 l3.5 3.dl39.9 36.8 35.6|

BURSA MALAYSIA BHD MYR 6.02 1,175 246 255 242 66 59 58 125 118 115 3.7 39 252 222 234
JAPAN EXCHANGE GROUP INC JPY 1,972.00 9,652 215 237 229 37 NA NA 120 121 116 26 26 16.7 16.2 152
ASXLTD AUD 79.93 10,717 324 305 295 40 40 40 231 216 206 29 31 125 13.0 135

Market Cap Weighted Average: 25.8 26.6 252 51 38 36 172 166 159 3.0 31 213 204 200
Large-Cap Asian Exchange
HKEX HKD 252.20 40,754 30.2 332 300 75 72 69 79 77 70 27 30 226 225 239

US and European Exchanges
LONDON STOCK EXCHANGE GROURBBp 6,950.00 32,715 29.4 344 308 70 87 50 237 208 193 1.0 11 139 180 176

DEUTSCHE BOERSE AG EUR 137.90 29,274 235 231 214 46 46 42 177 156 144 22 23 180 208 205
EURONEXT NV EUR 70.00 5475 16.2 187 165 57 53 45 151 139 124 25 29 282 294 292
CBOE GLOBAL MARKETS INC Usb 115.42 12,796 247 247 235 39 38 37 171 174 166 12 13 131 156 159
CME GROUP INC uUsb 203.14 72,798 29.7 295 274 27 27 26 239 237 217 27 31 81 9.0 095
NASDAQ INC uUsb 104.13 17,068 186 209 193 32 31 29 156 155 146 18 19 96 148 158
INTERCONTINENTAL EXCHANGE INUSD 90.72 50,517 228 232 214 29 29 28 170 172 163 12 13 123 122 127

Market Cap Weighted Average: 25.8 26.7 246 3.8 41 34 202 195 181 19 21 122 140 142

Source: Bloomberg, PSR Extracted as of: 13-Dec-19

Tin Min Ying(+65 6212 1853
Researchnalyst
tinmy@phillip.com.sg
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Figure25: Rising fee contribution from wealth Figure26: DBS and OCBC have a larger wealth managmen
management franchise
WM fees as % of total fees WM fees (SSmn)
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Figure27: WM contributes an average 8.4%/22.3% to tote Figure28: Macroeconomic headwinds likely tead to higher
revenues/nontl for DBS, UOB and OCBC provisioning in FY20.
9M19 WM fees Provisions (SSmn)
30% 1,600
26% 1,400
2% 1,200
20% 1,000
15% 800
600
10%
400
Il‘ ||| I“ I “ ||| | I
0% 0
DBS UoB OCBC FY13 FY14 FY15 FY16 FY17 FY18 FY19e FY20e
B WM as % of revenue B WM as % of Non-II ®mOCEC mUOB mDBS
Source: Companies, PSR Source: Companies, PSR
Figure29: Loans growth expected to moderate to low to  Figure30: UOB has the lowest loarexposure to Greater
mid-singledigit in FY20. China and Hong Kong.
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Figure31: NIM contracting in line with falling interest Figure32: We forecast NIM to contract aaverage of 6bps in
rates. FY?20.
NIM (%) Singapore Banks Margins
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Figure33: The sector has a dividend yield support of ¢.5¢9 Figure34: 3month SIBOR and SOR fell 8bps and 4bps YTL

. of end October.
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Figure3s5Y { Ay 3l L2 NBQa € 2 y & 3D Figure36 October saw lower volatility as compared to the
YoY since March 2019. two most volatile months(May and August) this year.
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Healthcare NEUTRAL

1 Longterm structural drivers such (i) rapidly ageing population; (ii) longer life expectancy; and (iii) rise of lifestyle ¢
remain intact.

1 Ability to contain gestational costs according to plan will be crucial in determining the earnings grosutbhofiealthcar
companies in the near term.

1 Private healthcare sector not sheltered from macroeconomic headwivttkre patients may seek out public healthcare
more affordable treatments.

1 We maintain the Healthcare SectorMEUTRAL

2019 Review

While the healthcare sector is generally classified as a defensive sector, the private healthcarmsdticontrary, is somewh
SELIZAaSR (2 YIONRSO2y2YAO KSIRéeAyRaAD ClL OG2NAR adzOK | & |
spending power. In times of economic slowdowns, patients may seek out public healthcare for more affordable treafim
medical tourism scene in Singapore has lost its shine due to the increasing availability of stronger medical capaieijicesd
NAGLFta a ¢Sttt da GKS aGNBYy3IGKSYyAy3 {Ay3l LINBE R2f froabhing
into medical tourism. On the bright side, the contraction in medical tourism growth seemed to have hit the bottomsahdeh
stabilising for the past yeawith China opening up their markets, many healthcare companies have begun expanding int
and while the massive population size of China seems promising for patient volumes, the healthcare operating envis
extremely regulated and it is uncertain how much time foreign companies would need to stabilise their operations. THhuifi{yt
to contain gestational costs according to plan will be crucial in determining the earnings growth of such healthcaneiesir
the near term.

2020 Outlook

Demand for healthcare in Singapore as well as Asia will continue to expandebwnstructural drivers such as the trifecta lis

below- remain intact.

1. Increasing demand led by a rapidly ageing populatidinere ae now more than 668 million people over the age of 65, me
up 11.6 per cent of the world's population. By 2025, this group is expected to make up a third of a world populatic
one billion people larger. As the global population ages, healtlditions linked to ageing will drive demand for more .
better healthcare services.

2. Longer life expectancyWith medical advancements and improved standard of living, life expectancy is only set to ir
The Singapore Department of Statistics foresdbat between 2018 and 2030, the proportion of Singapore residents wt
over 65 years is expected to rise from 13% to 27%. With longer longevity, healthcare expenditure will continue in
{AY3ILERNBQa | yydzat KSIt (nGéadeBo SSIBhIGNY2820 fraimNS$9.8hndin 2816, La6cord
projections from the Ministry of Finance.

3. Rise of lifestyle diseasedVhile the medical advancements are adequate in treating communicable diseases, the cl
now is to treat norcommunicab® diseases such as cancer, heart diseases and diabetes. Even though life expe
increasing, that does not mean we are always in good health. In a recent budget speech, the Minister of Health hi
the rising prevalence of chronic illness deeageing and unhealthy lifestyle. From 2010 to 2017, diabetes has increas
hypertension up 14% and hyperlipidaemia jumped 33%. More elderly in Singapore are suffering from chronic disea
as compared to a decade ago.

{ Ay 3l L2 NB Qa erditiile toitiiu@s tdliBcre&ske hut competition will be intense especially from the public sect:
instance, government expenditure on health has more than doubled from S$3.9bn in 2010 to S$9.3bn in 2016. The gc
has built seven hospitals sinc®ID, raised patient subsidies while expanding clinic services and capacity to meet |
KSFEt KOFNBS RSYFYR Fta (KS LRLdzZIFIGA2y | 3Sao ¢tKS 3I20SN
spending will increase to almost 3% of grdssnestic product (GDP) over the next decade from 2.2% currently, reflecting
of nearly 0.8 percentage point of GDP. The private healthcare space will benefit from a certain level of spillover fr
additional healthcare stimulants from the gowenent.

Recommendation
Wemaintainthe Singapore Healthcare SectoNEUTRAILWe are positive on the lonrterm outlook but potential macroeconorr
headwinds and gestation costs will put a dampener on fiean growth potential.

Tin Min Ying+65 62121853
Research Analy

tinm hillip.com.s
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Figure37: Private healthcare pressured by weak medical
tourism as well as competition from public healthcare.

SG hospital admissions growth (3mma YoY%)
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Figure39y { Ay 3l L2 NBQa
Singapore's Live Birth Rate
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Figure41: In the future, there will be fewer working adults to
support eachresident aged >65 years.

Population Pyramid (2000 vs 2030 estimates)
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Figure38: Guidelines were published by the Singapore
government to manage healthcare cost inflation.

MAS Inflation vs Healthcare CPI
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0 A NI K NJI G ¢ Figure40: Fertility rate has been gradually declining ove

the decades and is around 1.20 in recent years.
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Figure42: Medical tourism largely stable, helped by the

recovery of IDR against SGD since reclod in late
2018.
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Property Developers NEUTRA

w { Ay 3l L2 N5 sha®récbriiez hiStal&umin of 12.1%Y TDwith the price index up 2.1% Yd¥spitethe July2018
cooling measures anslibsequenminimum unit size guidelines announced in OctoBei8

w We expect the pace of transactions to slow and developers to cut their margin expectations.

w We maintain aNEUTRAbutlook on theProperty Developers sectpwith sdective picks on diversified players such ¢
CapitaLand.

2018 Review

We entered 2019 apprehensive about the pronounceti8,000 unitslated to come onto the marketon the back of the July
2018 cooling measures. In spite of the cooling measures, the URA property price index climbed 2.1% and the 9,119 usits
YTDBOctober clocked a respectable 80% talgerate, albeit slightly hver than 2018 takeup rate of 94%The takeup rate for
Hnamep 22148 G2 adzNLI a&8 wnanmyQa FAIdzZNBA SAGK | ¢5hamdpQa i
The33,269supply in the pipeline and thaBS five year selby date fas property developers under pressu Frasers Property
Limited took a S$9.35mn writdown on net realisable value of properties held for sale to allow for more marketing initia
GKAETS /5[ Q& /9h K2LJSa FT2NJ 0KS | Jopebs toistagged sakes/ldhinciies to enSurefa Sefft:
matched supply and demand.

Outlook

Faced with 33,269 units in the construction pipelirsus araverage annual demand of 9.4k unitee outlook for the propert
market looks challenging with developers elbowing among themselves to roll out their launches early, especially in loith
multiple developments. We expect many developeray have to swallow thinner marginhe URA &s kept the land supply Ic
with 6,430 units to be launched for 1H20tveelve-year low,with 1,715units (26.7% of the GLS units) on the confirmed M3ti:
figure is low compared to the historicabmiannuathree-year average on confirmed list of 2,588its. Rerating catalyst coul
come from better than projected setfhrough rate or increased capital management activities such as capital recycling

Recommendation

We maintainour NEUTRAliew on the SG Property Developers sector, with the followtogkpick in mind

W CapitaLand ACCUMULATE, TP 33). We like CapitaLand for iiacreasingly recurrent earningad ability to tap on
external capital to grow its fund management and lodgid§ I G F 2 NJvpartholio/hastbgef® grounded ohealthy
operating metricsfrom occupancy to visitor arrivals/tenant saldi| driven revaluation gains and active capital recycli
through the divestment of nocore assets.

Natalie Ong (+65 6212 189)
Research Analyst
natalieongpf@phillip.com.sg
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Figure43: Pace of transactionpicked up speedollowing July Figure44: Slower but stilthealthy absorption of new

2018property coolingmeasures launches
No. of units : : : :
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Figure45: Supply currently at 2.6x average annual demand posFigure46. Lowest residential GLS level since 2007
TDSR (20%37) ¢ as compared to 4.4x in 2013
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Figure47: A measure of affordability of homes, average Figure48: 2019 completions will add considerably to
household income has not kept pace with property prices upcoming pipeline
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