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Review: YTD19, the STI is up 4%. We fell short against the benchmark MSCI Asia Ex-Japan 

(MAXJ)Ωǎ rise of 11% (SGD terms). The STI has underperformed MAXJ in four out of the past five 

years. We lack the earnings growth and re-rating theme. This has resulted in STI valuations being 

stuck in a tight range. A new source of fund-flow could be a re-rating trigger. When reviewing 

sector performance, REITs stood out as the best performer in 2019. We entered 2019 with 

expectations of two rate hikes. Instead, we ŦŀŎŜŘ ǘƘŜ άPowell pivotέ ŀƴŘ ŜȄǇŜǊƛŜƴŎŜŘ three rate 

cuts in 2019.  

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

economic backdrop globally is expected to recuperate after two years of deceleration led by the 
manufacturing sector. Secondly, several key sectors of our economy are starting to recover. 
Property transaction volumes have rebounded after the malaise post-July 2018 cooling 
measures. Sales from new launches are up 13% in 2019. The improvement in the property sector 
supports retail spend and mortgage loans. The construction sector is on the mend with 
contracts awarded at four-year highs. Thirdly, the macro setting is turning positive. Foreign 
direct investments in Singapore are at record levels of US$108bn. Employment growth is the 
fastest in almost five years. There will be several political events to eyeball in 2020. Of course, 
we have our own Singapore elections. Past elections have not seen any meaningful impact on 
the stock market. Another notable event will be the Democratic Primaries. If Elizabeth Warren 
secures the presidential nomination, we can expect a knee jerk sell down in U.S. equities. On 
the dreaded trade war, our base case is a truce via the Phase 1 deal.  We believe the deal has a 
better chance in this period because i) Trump is heading into Presidential election, of which he 
will not wish to risk further deceleration in the US economy; ii) Headlining Phase 1 deal to 
provide both sides with the legroom to claim victory that more concessions and assertion should 
be attained in Phase 2, and iii) A desire to avoid 15 December punitive tariffs on the U.S. 
consumer. 
STI Target: We are raising our STI target from 3400 to 3700. The improvement in growth and 
re-rating potential could surprise on the upside. This pegs the market at 15x PE FY20e. 
Recommendation:  Our model portfolio - Phillip Absolute 10 - outperformed the STI in 2019. 
Our best performers include SGX, Capitaland, Sheng Siong and Ascott REIT. We are removing 
SGX due to the share price performance and expectations of reduced (Trump driven) market 
volatility.  We replaced SGX with StarHub. StarHub is on a path to recovery. The problematic 
pay-TV business should improve with more variable content contracts and a steadier subscriber 
base. As for mobile, we believe it is past the peak of the competitive intensity. We are replacing 
DBS with Frasers Centrepoint. 1H20 will be challenging for banks as net interest margins roll-
over and loans growth stay tepid. Sheng Siong will deliver consistent earnings growth from new 
stores and a recuperating retail sector will be helpful. CapitaLandΩǎ journey to building more 
recurrent earnings continues. Venture is our exposure to a rebound in the electronics sector 
driven by 5G and supply chain de-risking from China to Southeast Asia. We like PropNexΩǎ huge 
market share, attractive yield and recovery in property transaction volumes.  

2019 Performance 

Figure 1: Banks mix performance. 

 

Figure 2: Hong Kong exposure a drag. 

 

Figure 3: Bottom-up winners. 

 

 Source (Fig 1-3): PSR, Bloomberg, (as at 12 SepΩ19) 

Paul Chew (+65 6212 1851) 
Head of Research  
paulchewkl@phillip.com.sg 

The Phillip Absolute 10 Model Portfolio 

 
Source: PSR, Bloomberg (as of 12 December 2019); performance is for illustration purposes only. Excludes the cost of monthly rebalancing, transaction fees 

and dividend income. 
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2019 REVIEW 

YTD19, the STI is up 4%. We fell short against the benchmark MSCI Asia Ex-Japan 
(MAXJ)Ωǎ rise of 11% (SGD terms). The STI has underperformed MAXJ in four out of the 
past five years. We lack the earnings growth and re-rating theme. This has resulted in 
STI valuations being stuck in a tight range. When reviewing sector performance, REITs 
stood out as the best performer in 2019. We entered 2019 with expectations of two 
rate hikes. Instead, we ŦŀŎŜŘ ǘƘŜ άtƻǿŜƭƭ ǇƛǾƻǘέ ŀƴŘ ŜȄǇŜǊƛŜƴŎŜŘ ǘƘǊŜŜ ǊŀǘŜ Ŏǳǘǎ ƛƴ 
2019. As the year progressed, the slowdown in the global economy, led by 
manufacturing-stoked fears of a looming recession swayed by the inverted yield curve 
and escalation of tariffs between the U.S. and China. Stocks that performed the best 
were driven more by bottoms-up company-specific drivers rather than a broad macro 
driver.  

 

OUTLOOK 

In 2020, we think the domestic Singapore economy could surprise on the upside. 
Firstly, the economic backdrop globally is expected to recuperate after two years of 
deceleration led by the manufacturing sector. Secondly, several key sectors of our 
economy are starting to recover. Property transaction volumes have rebounded after 
the malaise post-July 2018 cooling measures. Property sales from new launches are 
up 13% in 2019 and accelerating. The improvement in the property sector supports 
retail spend and mortgage loans. The construction sector is on the mend with 
contracts awarded at four-year highs (Figure 8). Even the moribund retail sector is 
registering some stability (Figure 9). Thirdly, the macro setting is turning positive. 
Foreign direct investments in Singapore are at record levels of US$108bn (Figure 10). 
After two consecutive years of decade-low population growth, Singapore manage to 
eke out an improvement in our population growth (Figure 11).  

There will be several political events to eyeball in 2020. Of course, we have our own 
Singapore elections. Past elections have not seen any meaningful impact on the stock 
market. Another notable event will be the Democratic Primaries. If Elizabeth Warren 
secures the presidential nomination, we can expect a knee jerk sell down in U.S. equity 
markets. Then there are the November Presidential elections. Maybe, only Michael 
Bloomberg can save the following four years. On the dreaded trade war, our base case 
is a truce via the Phase 1 deal. We believe the deal has a better chance in this period 
because i) Trump is heading into Presidential election which he will not wish to risk 
further deceleration in the US economy; ii) The headline Phase 1, can provide both 
sides with the legroom to claim victory that more concessions and assertion could be 
attained in Phase 2; and iii) A desire to avoid 15 December punitive tariffs on the U.S. 
consumer.  

 

     5 Themes for 2020 

V Trade ceasefire 

V Recovery in the domestic economy 

V More buoyant electronics sector 

V Binary political events 

V Less momentum from interest rates 

 

 

 

      5 Themes we had for 2019 

V Attractive valuations 

V Slower rate hiking cycle 

× Trade truce between U.S.- China 

× US data rolling over  

V Turmoil in U.S. politics 

 

Figure 4: Global PMIs are turning up 

Source: PSR, CEIC 

Figure 5: SingaporeΩǎ GDP bottoming out 

 
Source: PSR, CEIC 
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Figure 6: Valuations reflect the low expectations 

Source: PSR, Bloomberg 

Figure 7: Dividend yield attractive against fixed income 

  
Source: PSR, Bloomberg  

Figure 8: Construction back to 4-year highs 

Source: PSR, CEIC 

Figure 9: Show climb upwards for retail 

Source: PSR, CEIC 

Figure 10: Record FDI for Singapore in 2019 

Source: PSR, CEIC 

Figure 11: Improving population supports domestic spend 

Source: PSR, CEIC 
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RECOMMENDATION 
There is no single underlying theme in our portfolio. Our selection is purely a bottom-up balanced portfolio of stock picks 
which we hope to generate alpha. We look for balance returns in our model portfolio. For our 2019 absolute return portfolio, 
our top 10 picks - The Phillip Absolute 10 by categories are:  
a) Dividend Yield: Ascott REIT and Netlink Trust are the yield anchors to our portfolio. Around 40% of Ascott revenues are 

income protected (master lease and income guarantees) and the balance is diversified across nine geographies. Netlink 
is your residential fibre provider monopoly enjoying regulated returns. Incremental to earnings growth will be 
connections for 5G deployment and penetration in commercial fibre business.  

b) Dividend Growth: We expect UOB to grow their dividends in view of their 7% earnings growth in FY19e. Frasers 
Centrepoint is a new addition. Growth will come from the rise in captive HDB population for their malls and likely 
inorganic growth from a pipeline six suburban mall assets in PGIM fund held by its sponsor.   

c) Growth:   The recovery in HDB transactions and a large number of new property launches will be supportive of PropNex 
earnings growth in FY20. We expect another year of growth for Sheng Siong as they grow the stores, market share and 
margins. Venture will ride on the shift in global electronics supply chain into Southeast Asia and an improvement in 
electronics demand from improving Sino-US trade relationship.  

d) Re-rating:  CapitaLand is scaling up its lodging and asset management fee income. We view this as a higher quality income 
and will re-rate the valuation of the company. We are expecting Starhub pay-TV operations to improve as customers are 
locked in two years and the content cost is gradually restructured. We think mobile competition has peaked and intensity 
will subside. ²Ŝ ŜȄǇŜŎǘ {ƛƴƎǘŜƭΩǎ ŀǎǎƻŎƛŀǘŜ !ƛǊǘŜƭ ǘƻ ƛƳǇǊƻǾŜ ƎǊƻǳǇ ŜŀǊƴƛƴƎǎ, after a brutal price war,  the wireless market 
in India is currently going through a series of price hikes.  

STI target. We are raising our STI target from 3400 to 3700. The improvement in growth and re-rating potential could surprise 

on the upside. This pegs the market at 15x PE FY20e. 

Figure 12: The Phillip Absolute 10 

Source: Bloomberg, PSR 

2019 Performance Review - Phillip Absolute 10 

Our Phillip Absolute 10 outperformed the STI in 2019. Below were some of the changes we made 
during the quarters. 
 
1Q19 Add: SGX, Keppel DC REIT, China Sunsine; Remove: Chip Eng Seng, Micro-Mechanics, Banyan Tree 
2Q19 Add: NetLink Trust, Ascott REIT, Singtel; Remove: Ascendas REIT, CCT, Geo Energy 
3Q19 Add: DBS, APAC Realty; Remove: China Sunsine, Keppel DC REIT  
4Q19 Add: Venture Corp, PropNex; Remove: ComfortDelGro, APAC Realty 

 
The portfolio was dragged down in 1H19 by some of our growth stocks such as China Sunsine 
and Geo Energy. Earnings severely disappointed with both stocks. Keppel DC REIT was a 
hindsight miss, as we took profits too early as we felt valuations were stretched. We switched 
our income-generating stocks in 2Q19 with NetLink and Ascott REIT. In the 3Q19, we included 
our first mid-cap stock - real estate agency APAC Realty. We exited ComfortDelGro as taxi 
industry continues to lose market share to private hire vehicles and rail business was hit by 
several charges. In 4Q19, we added Venture as a beneficiary of recovery in electronics industry 
plus swapped APAC Realty with PropNex due to the latter's better execution.  
 
 

Figure 13: Monthly 
movements 

    
Source: PSR, Bloomberg (as of 12 
December 2019) 

 

Absolute STI

10
Jan19 7.2% 4.0%
Feb19 0.6% 0.7%
Mar19 -0.7% 0.0%
Apr19 2.2% 5.8%
May19 -2.0% -8.3%
Jun19 6.5% 6.5%
Jul19 1.6% -0.6%
Aug19 -3.8% -5.9%
Sep19 0.0% 0.4%
Oct19 4.2% 3.5%
Nov19 0.2% -1.1%
Dec19 0.9% 0.0%
YTD 17.6% 4.1%

Out/(Under)perf. 13.5%
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Sector Narratives 

1. Consumer: Consistent with our domestic recovery theme, we expect consumer spending to improve in 2020.  Wage and 
job growth will support spending and even an improvement in property sales. 

2. Finance: We still view banks as dividend growth stocks due to their single-digit earnings growth profile and well-capitalised 
balance sheets. Nevertheless, we expect 1H20 to be weak for the banks namely from lower interest margins and tepid loans 
growth. 2H20 should see better performance as the recovery in macro conditions becomes less ominous.  

3. Healthcare: The hospital admission data has surprisingly turned positive and even medical tourism has been better. 
However, high valuations and higher risk profile (as the sector ventures overseas) will cap any upside in share prices.  

4. Property: We have been surprised by the share price performance of property stock especially with the huge uncompleted 
supply yet to be launched. With 40 to 50 launches a year, take-up rates have understandably been low at 20%. We prefer 
the real estate agents over developers. Agencies have concentrated market shares, will benefit from improvement in 
volumes and not underwrite the potential losses from unsold inventory (or the punitive stamp duties). 

5. REITs: It was a windfall year for REITs. We moved from expecting two rate hikes to receiving three rate cuts in 2019. This 
five cut swing in expectations will not occur in 2020. My expectations are flat price performance and to just collect your 
dividends as returns.  

6. Technology: Pretty bullish on this sector ς 3 reasons: (a) recovery in overall global manufacturing; (b) roll-out of new 
structural technologies like 5G and continued penetration of electronics into mainstream automobiles (infotainment, LEDs, 
seating, etc) and hybrid vehicles (due to emission standards especially in Europe); and (c) supply chain migration to 
Southeast Asia - including Malaysia. 

7. Telecommunications: Not too worried about the fourth mobile operator. If there was a profit opportunity, the service 
would have already been rolled out and not just an unlimited free trial at present. MVNOs have closed any profit pools left 
for TPG.  

8. Transportation: It has been challenging for the taxi industry in Singapore. The number of private hire vehicles is growing at 
a rate that is equivalent to the current fleet of taxis every 18 months.  

 

 

 

Paul Chew (+65 6212 1851) 
Head of Research 

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

SINGAPORE | STRATEGY REPORT | TECHNICAL ANALYSIS  

¶ Straits Time Index has been ranging since the fall from 3906 points to 1455 point from 2007 Q4 period to 2009 Q2 period.  

¶ The STI Index did make a substantial recovery in Q2 2009 onwards but the index remains below 3700, signalling weak 
sentiment ahead.  

¶ Fibonacci retracement shows that price has been rejected at the 88.6% of the total range from 3906.16-1455.47. 
 
¢ƘŜ {¢LΩǎ performance has not been making progress since the aftermath of the 2008 Financial crisis. There are traces of recovery 
but without breaking 2007 high. The STI recovery is not expected to be strong.   
 
{¢LΩǎ performance from 2009 to 2019 has been commendable, touching a new decade high at 3641.65 in May 2018. However, 
there was a swift reversal and the index closed below 3600 in May 2018. The STI displayed no signs of recovery beyond 3600.  

 
Figure 14: STI highs has been rejected at 78.6% and 88.6% of the Fibonacci level. 

 
 
STI actually missed a huge upside move when the STI rebounded off the 50% range in 2011 and 2016 respectively, effectively 
forming a potential double bottom. However, the STI did not manage to break through the neckline resistance at 3600. Instead, 
the index was capped at 3560.23 without advancing further. This momentum is a tell-tale sign that STI will be facing downside 
pressure in the next few years as demand is falling.  
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Figure 15: STI monthly Wave count suggests a ranging sentiment with potential for huge drawdown. 

 
 
*The Elliott wave count on STI is currently on the regular flat corrective wave, instead of the classic 5-3-5 wave structure of the Elliott wave  
 

The monthly wave count had a 3-wave sub corrective wave down labelled ((w)), ((x)), completing wave A in Q4 2007 to Q1 2009. 
The subsequent wave B had a longer period from 2009 ς 2018, a period of 10 years. Wave B ended when price terminates near 
85.4% at 3541.50. The current wave analysis is in a process of forming a 5-sub corrective wave down to form wave C and the 
current wave suggests that the index might have a slight bullish recovery towards 3484.10-3541.50 before resuming its 3rd wave 
of the C leg, which will most likely terminate at the 1500 region.  
 
However, there's a possibility that the index may head lower towards the 3000-point level before reversing to complete the sub 
(C) wave of wave (ii).   
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Figure 16: STI weekly wave count shows a clearer sub-wave division. 

 
 
The weekly wave count shows a clear primary impulse 5 wave structure from 2016 to 2018 with a potential smaller regular flat in 
the making. Although the symmetrical triangle is displaying a strong impulse bullish continuation, the supply area located below 
3600 regions proves to be a strong resistance zone. Therefore the possibility of STI breaking 3600 is highly unlikely. Besides, the 
corrective wave down that occurred on May 2018 to October 2018 is on a 3-wave corrective pattern, which opens a path to a 3-
3-5 flat corrective wave formation instead of the usual 5-3-5 structure. In other words, the symmetrical triangle will have a limited 
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 embark on a 5-wave corrective action 
towards the 3000 level at the minimum based on the weekly wave count. However, we believe that 2020 price momentum will be 
kept between the range of 2900-3600 and its highly unlikely the STI will reach 1500.  
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Consumer                                                                                                                                                    OVERWEIGHT 

ω Retail Sales Index ex-Motor Vehicles down 1.5% this year. The worst showing in three years.  
ω Wage growth of almost 4% together with a 1% rebound in employment will be supportive for consumption.  
ω Thai Beverage revenue has been hurt by sluggish farm incomes in Thailand. This is the core customer base for brown spirits.  
ω We have an Overweight on the Singapore Consumer Sector. 
 

2019 Review  

Retail spending was weak this year. Worst hit this year were discretionary items such as furniture (-8.1%) and apparel (-3.3%). 
September was the 8th monthly YoY contraction. The only encouragement we had is that the decline was at the weakest pace in 
September. Softness was partly due to slower property sales impacting furniture demand. Apparel demand we believe is structural 
as on-line sales take market share. Three major cosmetics and apparel brands closed (or closing) in Singapore ς Sasa, Forever21 
and Crabtree & Evelyn. Supermarket sales were modestly better in 2019. It was flat in 2019 against the 1.2% fall in 2018. In terms, 
of share price performance, the consumer sector is up 12% this year.  

 

Outlook 

We are more upbeat in the consumer sector. Wages growth is improving. 3Q19 wage growth was 4.5%, the fastest in almost six-
year. The record level of FDI will be also supportive of wages in 2020. Another positive driver to consumption spending will the 
rise in employment.  Employment rose 26,700 in 3Q19, the highest in almost 5-years.  

On Thailand, consumer spending, especially by farmers, has been more resilient than expected. Government support programmes 
and post mourning period has provided a recovery in consumer spending.  

 

Recommendations 

We are Overweight the Consumer Sector as we expect a recovery in consumer spending in Singapore.  

 

¶ Sheng Siong (ACCUMULATE/ TP: S$1.32) is capturing market share from malls and other supermarkets (Figure 18). The record 
expansion in 2018/19 will be major revenue and earnings drivers for the company. The company has been able to report 
record-high margins over the past six years due to a higher contribution of fresh products. Sheng Siong operates with a net 
cash balance sheet and ROE of 25%. 

¶ Thai Beverage (REDUCE/ TP: S$0.80) beer business (or Sabeco) is riding on healthy consumer spending in Vietnam (Figure 
21). However, any earnings contribution is weighted down by its hefty interest expenses. In FY19, interest expenses for beer 
division due to the acquisition of Sabeco was US$171mn. Consumer spending in Thailand is stable but off the robust pace in 
1H19 (Figure 22). 

 

 

  

 

 

  Paul Chew (+65 6212 1851) 
Head of Research  

paulchewkl@phillip.com.sg 
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Figure 17: Retail sales weakest in 3 years. 

 
Source: CEIC, PSR 

 

Figure 18: Sheng Siong huge market share gains. 

 
Source: Sheng Siong, CEIC, PSR 

Figure 19: Employment is on the mend. 

 
Source, CEIC, PSR 

Figure 20: Wages are improving. 

 
Source, CEIC, PSR 
 

Thailand/Vietnam Consumer Tracker 

Figure 21: Attractive consumer market in Vietnam. 

 
Source: CEIC, PSR 

Figure 22: Consumption spend slowing post elections. 

 
Source: CEIC, PSR 

1.8%
1.1%

-1.6%

-4.0%

-2.0%

0.0%

2.0%

4.0%

6.0%

8.0%

2010 2011 2012 2013 2014 2015 2016 2017 2018 YTD19

SG: Retail Sales Ex MV (Annual YoY)

7.4%

10.3%

-1.2%

0.0%

-3.0%

0.0%

3.0%

6.0%

9.0%

12.0%

2012 2013 2014 2015 2016 2017 2018 YTD19

SSG vs Supermarket Industry (YoY) 

Sheng Siong Sales Growth Industry

-1%

0%

1%

2%

3%

4%

5%

-40

-20

0

20

40

60

80

100

120

140

2012 2014 2015 2017 2018

SG: Employment (000s and YoY)

Total 4 quarters YoY change (quarterly)

-4.0%

-2.0%

0.0%

2.0%

4.0%

6.0%

8.0%

2001 2004 2007 2010 2013 2016 2019

4

8

12

16

2013 2014 2015 2016 2017 2018 2019

Vietnam Retail Sales (% YTD)

-5%

0%

5%

10%

15%

2011 2012 2014 2015 2017 2018

TH: Personal Consumption Index
3MMA  (YoY)



 
 

 

 

Page | 11 | PHILLIP SECURITIES RESEARCH (SINGAPORE) 

 

2020 OUTLOOK STRATEGY 

Finance                                                                                                                                                    OVERWEIGHT 

ω Impact of Fed rate cuts on NIM to be managed by funding cost adjustments to maintain a targeted NIM spread. 
ω Elevated allowances expected in 2020 mainly due to general provisions as the macro environment readjusts itself to the 

threats of de-globalisation, protectionism and rivalry for hegemony between the U.S. and China. 
ω Loans growth similar levels to 2019 as business sentiments remained weighed down by global headwinds. 
ω {ƛƴƎŀǇƻǊŜ ōŀƴƪǎΩ ƘƛƎƘ ŜȄǇƻǎǳǊŜ ǘƻ {ƻǳǘƘŜŀǎǘ Asia will benefit from inflows into the region for the medium to long term 
ω We maintain OVERWEIGHT for the Singapore Banking Sector. 

2019 Review 

The backdrop of the first half of 2019 had been generally positive despite the resurgence of U.S.-China trade tensions.  The 
trio presented higher AUM growth of around 8% YoY from affluent clientele, translating to strength in wealth management 
fees in the first half. Wealth management fees contributed to 35-рл҈ ǘƘŜ ōŀƴƪǎΩ ǘƻǘŀƭ ŦŜŜǎΦ ¢ǊŀŘŜ ǿŀǊ ƘŜŀŘǿƛƴŘǎ ƛƴ ǘƘŜ ŦƛǊǎǘ 
half saw loans deferred and business confidence affected.  

The second half of 2019 saw three 25bps cuts on 31 July, 18 September and 30 October. Since the first rate cut, we saw the 
3M SIBOR/SOR peak at 2.00%/1.76% on 31 July before declining to decline from to 1.77%/1.54% at end November. 
Consequently, all three banks displayed quarterly NIM contraction in 3Q19 of -1bps/-2bps/-4bps for DBS, OCBC and UOB 
respectively. Southeast Asia was plagued by geopolitical issues as well while countries grapple to contain the negative impacts 
of slower growth.  The latest Singapore bank lending update had seen the average growth in 3Q at 2.1% YoY. However, the 
silver lining came from strong fees income growth from wealth management, credit card fees and loan-related fees. Earnings 
have not disappointed. 

2020 Outlook 

Wealth management will  ŦƭƻǳǊƛǎƘ ƛƴ ǘŀƴŘŜƳ ǿƛǘƘ {ƛƴƎŀǇƻǊŜ ōŀƴƪǎΩ ǊŜƎƛƻƴŀƭ ŜȄǇŀƴǎƛƻƴΦ ²ŜŀƭǘƘ ƳŀƴŀƎŜƳŜƴǘΩǎ ǇǊƻƳƛƴŜƴŎŜ 
as an earnings driver for the trio to rise as lenders focus on strengthening their customer bases and product offerings, both 
organically and via acquisitions. Singapore continues to deepen its hold as the leading private banking and wealth management 
hub, and growth will continue to accelerate as the Singapore banks piggyback along with the rise of Asian entrepreneurs 
building their empires. AUM growth provides greater visibility of a stable base of fee income, especially since Singapore is seen 
as a safer country for investors to park their wealth. Wealth management accounted for 9%, 10%, 6% of 9M19 total income for 
DBS, OCBC and UOB respectively (9M14: 5%, 6%, 6% for DBS, OCBC and UOB respectively).  

Weaker NIM across the three big boys in 2020. ²ƛǘƘ ǘƘŜ ¦Φ{Φ CŜŘŜǊŀƭ wŜǎŜǊǾŜΩǎ ŜŀǎƛƴƎ ƳƻƴŜǘŀǊȅ ǇƻƭƛŎȅΣ ǘƘŜ ǘƘǊŜŜ ōŀƴƪǎ ǇŀƛƴǘŜŘ 
a gloomy picture for NIM during the recent results briefing, guiding a 5-10bps contraction for full-year NIM in FY20. The Fed 
could take on more easing, should trade tensions continue beyond 2019 and into 2020, creating negative impacts on global 
growth. However, the impact of falling benchmark rates should be manageable with adjustments to funding costs to match the 
pricing charged on loans to maintain a certain spread on margins. Based on our models, every 5bps cut in NIM will impact 
around 3-п҈ ƻŦ ōŀƴƪΩǎ t!¢aLΦ  

Volatile credit costs. The risk of more pain from higher provisions could be the case moving forward as the macroeconomic 
environment readjusts itself to the threats of de-globalisation, protectionism and rivalry for hegemony between the U.S. and 
China. Credit costs will also become more volatile as the banks are now using pro-cyclical quantitative models that are sensitive 
to economic forecasts. This downturn could allude to the likelihood of higher provisioning for losses from loans, especially for 
banks with higher exposurŜ ǘƻ ǘƘŜ DǊŜŀǘŜǊ /Ƙƛƴŀ ǊŜƎƛƻƴΤ ŘƛƎƎƛƴƎ ƛƴǘƻ ǘƘŜ ōŀƴƪǎΩ ǇǊƻŦƛǘǎΦ {ƛȄ ƳƻƴǘƘǎ ƻŦ ŘƻƳŜǎǘƛŎ ǳƴǊŜǎǘ ƛƴ IƻƴƎ 
Kong afflicted substantial pain to its tourism and retail sectors. Hong Kong accounted for 16%/13%/7% of total loans for DBS, 
OCBC and UOB respectively. Credit cost is guided in the range of 20-25bps for FY20. However, if the current instability in Hong 
Kong were to sustain, the deterioration in asset quality could be worse than expected. 

Subdued loans growth. We expect business sentiments to remain clouded by geopolitical issues and deterioration in economic 
activity growth, but we remain optimistic on growth in the medium to long term in Southeast Asia as businesses diversify and 
flows intensify into the region. The banks guided loans growth of low to mid-single-digit in FY20 as compared to mid-single-
digit growth expected in FY19e.  

Recommendation 
We maintain OVERWEIGHT on the Singapore Banking Sector. Interest income is expected to soften in its pace of growth in 
light of lower interest rates and subdued loans growth situation. However, the extent of these headwinds could be moderated 
by strengthening growth in fee income and other non-interest income from segments such as wealth management, deals and 
bonds. Valuations should be supported by robust capital levels and decent dividend yields of c.5% for the sector. Our top pick 
remains as UOB due to its (i) low exposure to Greater China and Hong Kong, (ii) low NIM sensitivity to falling interest rates, and 
(iii) defensive wealth management business which targets the mass affluent. 
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Figure 23: Singapore banks' peer comparison. 

 

Figure 24: SGX has a higher than average dividend yield and ROE. 
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Stock Yr0 Yr1 Yr2 Yr0 Yr1 Yr2 Yr1 Yr2 Yr0 Yr1 Yr2

Singapore

DBS Accumulate 48,596 11.0 10.4 10.4 1.2 1.3 1.3 4.8 4.9 11.6 13.1 12.5 25.7 27.30 6%

OCBC Accumulate 35,757 10.6 9.9 9.8 1.1 1.1 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 1.2 1.2 1.1 4.7 4.9 11.2 11.5 11.0 26.4 27.80 5%

Market Cap Weighted Average: 10.7 10.2 10.2 1.2 1.2 1.1 4.7 4.8 11.3 12.1 11.5

Indonesia

BANK CENTRAL ASI Non-rated 56,050 24.8 27.2 24.0 4.2 4.5 4.0 1.1 1.2 18.3 17.7 17.5 31825 na na

BANK MANDIRI Non-rated 24,668 13.8 12.6 11.1 1.9 1.8 1.6 3.3 3.6 14.4 14.4 15.4 7400 na na

BANK NEGARA INDO Non-rated 10,158 10.9 9.1 8.1 1.5 1.2 1.1 2.8 3.1 14.5 13.8 14.1 7625 na na

BANK RAKYAT INDO Non-rated 37,623 13.8 15.0 13.2 2.4 2.6 2.3 2.9 3.1 18.5 18.1 18.7 4270 na na

BANK TABUNGAN NE Non-rated 1,619 9.6 16.9 8.1 1.1 0.9 1.0 2.5 1.5 12.3 6.2 11.1 2140 na na

Market Cap Weighted Average: 18.3 19.4 17.0 3.0 3.1 2.8 2.2 2.4 17.2 16.7 17.1

Malaysia

AFFIN BANK BHD Non-rated 916 8.6 7.3 7.5 0.5 0.4 0.4 2.8 3.4 5.9 5.8 5.6 1.9 na na

ALLIANCE BANK Non-rated 968 11.8 8.8 7.4 1.1 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 1.3 3.6 3.9 14.3 14.6 14.2 4.4 na na

HONG LEONG BANK Non-rated 8,897 14.6 13.1 12.3 1.5 1.3 1.2 3.1 3.2 10.8 10.3 10.3 17.0 na na

MALAYAN BANKING Non-rated 23,206 12.8 12.0 11.6 1.4 1.2 1.2 6.5 6.8 10.9 10.2 10.2 8.6 na na

PUBLIC BANK BHD Non-rated 17,809 17.1 13.3 13.0 2.3 1.7 1.6 3.7 3.8 14.3 13.1 12.7 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 11.9 11.5 1.6 1.3 1.2 4.8 5.0 11.7 11.0 10.8

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 10.6 12.0 10.3 30.3 na na

KASIKORNBANK PCL Non-rated 11,422 11.5 8.9 9.1 1.2 0.8 0.8 3.0 3.2 10.6 9.9 9.2 144.0 na na

KIATNAKIN BANK Non-rated 1,866 9.3 9.4 9.1 1.3 1.3 1.2 7.0 7.2 14.5 13.7 13.7 66.5 na na

KRUNG THAI BANK Non-rated 7,504 9.4 7.7 7.6 0.9 0.7 0.7 4.9 5.1 9.6 9.4 8.9 16.2 na na

KRUNGTHAI CARD P Non-rated 3,418 15.3 18.3 16.6 4.8 5.2 4.4 2.2 2.5 35.5 31.8 28.9 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 10.8 11.2 9.9 119.5 na na

SRISAWAD CORP PC Non-rated 2,868 18.7 22.5 18.6 4.4 4.9 3.9 0.4 0.5 26.0 24.9 22.9 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 12.3 11.5 11.1 55.3 na na

TISCO FINANCIAL Non-rated 2,594 9.1 10.7 10.3 1.7 2.0 1.9 7.3 7.4 19.4 18.8 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 12.3 7.1 8.1 1.5 na na

Market Cap Weighted Average: 11.1 9.6 9.5 1.4 1.3 1.1 4.2 4.3 12.8 12.2 11.4

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

PSR 

Recommendation

Market Cap 

(USDmn) 

Dividend Yield (%)Forward P/BVForward P/E ROE (%)

Price 

(Local 

Currency)

Target 

Price (S$) Upside

Yr 0 Yr 1 Yr 2 Yr 0 Yr 1 Yr 2 Yr 0 Yr 1 Yr 2 Yr 1 Yr 2 Yr 0 Yr 1 Yr 2

Asian Exchanges

SGX SGD 9.07             7,185      21.7 24.7 22.2 8.6 8.2 7.6 16.2 16.0 15.3 3.5 3.6 39.9 36.8 35.6

BURSA MALAYSIA BHD MYR 6.02             1,175      24.6 25.5 24.2 6.6 5.9 5.8 12.5 11.8 11.5 3.7 3.9 25.2 22.2 23.4

JAPAN EXCHANGE GROUP INC JPY 1,972.00    9,652      21.5 23.7 22.9 3.7 NA NA 12.0 12.1 11.6 2.6 2.6 16.7 16.2 15.2

ASX LTD AUD 79.93          10,717    32.4 30.5 29.5 4.0 4.0 4.0 23.1 21.6 20.6 2.9 3.1 12.5 13.0 13.5

Market Cap Weighted Average: 25.8 26.6 25.2 5.1 3.8 3.6 17.2 16.6 15.9 3.0 3.1 21.3 20.4 20.0

Large-Cap Asian Exchange

HKEX HKD 252.20        40,754    30.2 33.2 30.0 7.5 7.2 6.9 7.9 7.7 7.0 2.7 3.0 22.6 22.5 23.9

US and European Exchanges

LONDON STOCK EXCHANGE GROUPGBp 6,950.00    32,715    29.4 34.4 30.8 7.0 8.7 5.0 23.7 20.8 19.3 1.0 1.1 13.9 18.0 17.6

DEUTSCHE BOERSE AG EUR 137.90        29,274    23.5 23.1 21.4 4.6 4.6 4.2 17.7 15.6 14.4 2.2 2.3 18.0 20.8 20.5

EURONEXT NV EUR 70.00          5,475      16.2 18.7 16.5 5.7 5.3 4.5 15.1 13.9 12.4 2.5 2.9 28.2 29.4 29.2

CBOE GLOBAL MARKETS INC USD 115.42        12,796    24.7 24.7 23.5 3.9 3.8 3.7 17.1 17.4 16.6 1.2 1.3 13.1 15.6 15.9

CME GROUP INC USD 203.14        72,798    29.7 29.5 27.4 2.7 2.7 2.6 23.9 23.7 21.7 2.7 3.1 8.1 9.0 9.5

NASDAQ INC USD 104.13        17,068    18.6 20.9 19.3 3.2 3.1 2.9 15.6 15.5 14.6 1.8 1.9 9.6 14.8 15.8

INTERCONTINENTAL EXCHANGE INUSD 90.72          50,517    22.8 23.2 21.4 2.9 2.9 2.8 17.0 17.2 16.3 1.2 1.3 12.3 12.2 12.7

Market Cap Weighted Average: 25.8 26.7 24.6 3.8 4.1 3.4 20.2 19.5 18.1 1.9 2.1 12.2 14.0 14.2

Source: Bloomberg, PSR Extracted as of:

Forward P/B EV/EBITDA

Dividend 

Yield (%) ROE (%)

13-Dec-19

Stock Currency

Last Price 

(Local 

Currency)

Market 

Cap 

(USDmn)

Forward P/E

mailto:tinmy@phillip.com.sg
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Figure 25: Rising fee contribution from wealth 
management. 

 
Source: Companies, PSR 

Figure 26: DBS and OCBC have a larger wealth managment 
franchise. 

 
Source: Companies, PSR 

Figure 27: WM contributes an average 8.4%/22.3% to total 
revenues/non-II for DBS, UOB and OCBC. 

  
Source: Companies, PSR 

Figure 28: Macroeconomic headwinds likely to lead to higher 
provisioning in FY20. 

 
Source: Companies, PSR 

Figure 29: Loans growth expected to moderate to low to 
mid-single-digit in FY20. 

 
Source: Companies, PSR 

Figure 30: UOB has the lowest loans exposure to Greater 
China and Hong Kong. 

 
Source: Companies, PSR 
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Figure 31: NIM contracting in line with falling interest 
rates. 

 
Source: CEIC, Bloomberg, PSR 

Figure 32:  We forecast NIM to contract an average of 6bps in 
FY20. 

Source: CEIC, PSR 
Figure 33:  The sector has a dividend yield support of c.5%. 

 
Source: Companies, PSR 

Figure 34: 3-month SIBOR and SOR fell 8bps and 4bps YTD as 
of end October. 

 
Source: CEIC, PSR 

Figure 35Υ {ƛƴƎŀǇƻǊŜΩǎ ƭƻŀƴǎ ƎǊƻǿǘƘ ƘƻƭŘƛƴƎ ǎǘŜŀŘȅ ŀǘ н҈ 
YoY since March 2019. 

 
Source: MAS, PSR 

Figure 36: October saw lower volatility as compared to the 
two most volatile months (May and August) this year. 

 
Source: CEIC, PSR 



 
 

 

 

Page | 15 | PHILLIP SECURITIES RESEARCH (SINGAPORE) 

 

2020 OUTLOOK STRATEGY 

Healthcare                                                                                                                                                       NEUTRAL 

¶ Long-term structural drivers such (i) rapidly ageing population; (ii) longer life expectancy; and (iii) rise of lifestyle diseases; 
remain intact.  

¶ Ability to contain gestational costs according to plan will be crucial in determining the earnings growth of such healthcare 
companies in the near term.  

¶ Private healthcare sector not sheltered from macroeconomic headwinds where patients may seek out public healthcare for 
more affordable treatments. 

¶ We maintain the Healthcare Sector at NEUTRAL. 

2019 Review  
While the healthcare sector is generally classified as a defensive sector, the private healthcare sector, on the contrary, is somewhat 
ŜȄǇƻǎŜŘ ǘƻ ƳŀŎǊƻŜŎƻƴƻƳƛŎ ƘŜŀŘǿƛƴŘǎΦ CŀŎǘƻǊǎ ǎǳŎƘ ŀǎ ǊƛǎƛƴƎ Ŏƻǎǘǎ ƻŦ ƭƛǾƛƴƎΣ ǳƴŜƳǇƭƻȅƳŜƴǘ ŀƴŘ ƛƴǘŜǊŜǎǘ ǊŀǘŜǎ ŀŦŦŜŎǘ ǇŀǘƛŜƴǘΩǎ 
spending power. In times of economic slowdowns, patients may seek out public healthcare for more affordable treatments. The 
medical tourism scene in Singapore has lost its shine due to the increasing availability of stronger medical capabilities in regional 
ǊƛǾŀƭǎ ŀǎ ǿŜƭƭ ŀǎ ǘƘŜ ǎǘǊŜƴƎǘƘŜƴƛƴƎ {ƛƴƎŀǇƻǊŜ ŘƻƭƭŀǊ ŜǊƻŘƛƴƎ {ƛƴƎŀǇƻǊŜΩǎ ǇǊƛŎŜ ŎƻƳǇŜǘƛǘƛǾŜƴŜǎǎΦ ¢ƘŜ ǇǳōƭƛŎ ǎŜŎǘƻǊ ƛǎ ŀƭǎƻ ŜƴŎroaching 
into medical tourism. On the bright side, the contraction in medical tourism growth seemed to have hit the bottom and has been 
stabilising for the past year. With China opening up their markets, many healthcare companies have begun expanding into China; 
and while the massive population size of China seems promising for patient volumes, the healthcare operating environment is 
extremely regulated and it is uncertain how much time foreign companies would need to stabilise their operations. Thus, the ability 
to contain gestational costs according to plan will be crucial in determining the earnings growth of such healthcare companies in 
the near term.   
 
2020 Outlook 
Demand for healthcare in Singapore as well as Asia will continue to expand. Long-term structural drivers such as the trifecta listed 
below - remain intact. 
1. Increasing demand led by a rapidly ageing population. There are now more than 668 million people over the age of 65, making 

up 11.6 per cent of the world's population. By 2025, this group is expected to make up a third of a world population that is 
one billion people larger. As the global population ages, health conditions linked to ageing will drive demand for more and 
better healthcare services.  

2. Longer life expectancy. With medical advancements and improved standard of living, life expectancy is only set to increase. 
The Singapore Department of Statistics forecasts that between 2018 and 2030, the proportion of Singapore residents who are 
over 65 years is expected to rise from 13% to 27%. With longer longevity, healthcare expenditure will continue increasing. 
{ƛƴƎŀǇƻǊŜΩǎ ŀƴƴǳŀƭ ƘŜŀƭǘƘŎŀǊŜ ŜȄǇŜƴŘƛǘǳǊŜ ƛǎ ŜȄǇŜŎǘŜŘ ǘƻ increase to S$13bn in 2020 from S$9.8bn in 2016, according to 
projections from the Ministry of Finance. 

3. Rise of lifestyle diseases. While the medical advancements are adequate in treating communicable diseases, the challenge 
now is to treat non-communicable diseases such as cancer, heart diseases and diabetes. Even though life expectancy is 
increasing, that does not mean we are always in good health. In a recent budget speech, the Minister of Health highlighted 
the rising prevalence of chronic illness due to ageing and unhealthy lifestyle. From 2010 to 2017, diabetes has increased 4%, 
hypertension up 14% and hyperlipidaemia jumped 33%. More elderly in Singapore are suffering from chronic diseases today 
as compared to a decade ago.  

{ƛƴƎŀǇƻǊŜΩǎ ƘŜŀƭǘƘŎŀǊŜ ŜȄǇenditure continues to increase but competition will be intense especially from the public sector. For 
instance, government expenditure on health has more than doubled from S$3.9bn in 2010 to S$9.3bn in 2016. The government 
has built seven hospitals since 2010, raised patient subsidies while expanding clinic services and capacity to meet growing 
ƘŜŀƭǘƘŎŀǊŜ ŘŜƳŀƴŘ ŀǎ ǘƘŜ ǇƻǇǳƭŀǘƛƻƴ ŀƎŜǎΦ  ¢ƘŜ ƎƻǾŜǊƴƳŜƴǘ Ƙŀǎ ŀƭǎƻ ŜǎǘƛƳŀǘŜŘ ǘƘŀǘ {ƛƴƎŀǇƻǊŜΩǎ ŀǾŜǊŀƎŜ ŀƴƴǳŀƭ ƘŜŀƭǘƘŎŀǊŜ 
spending will increase to almost 3% of gross domestic product (GDP) over the next decade from 2.2% currently, reflecting a gain 
of nearly 0.8 percentage point of GDP. The private healthcare space will benefit from a certain level of spillover from these 
additional healthcare stimulants from the government. 

Recommendation 
We maintain the Singapore Healthcare Sector at NEUTRAL. We are positive on the long-term outlook but potential macroeconomic 
headwinds and gestation costs will put a dampener on near-term growth potential.  
 

 Tin Min Ying (+65 6212 1853) 
Research Analyst  

tinmy@phillip.com.sg 
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Figure 37: Private healthcare pressured by weak medical 
tourism as well as competition from public healthcare. 

  
Source: CEIC, PSR 

Figure 38: Guidelines were published by the Singapore 
government to manage healthcare cost inflation. 

 
Source: CEIC, PSR 

Figure 39Υ {ƛƴƎŀǇƻǊŜΩǎ ōƛǊǘƘ ǊŀǘŜ ƛǎ ǊŜŎƻǾŜǊƛƴƎΦ 

  
Source: CEIC, PSR 

Figure 40: Fertility rate has been gradually declining over 
the decades and is around 1.20 in recent years. 

 
Source: CEIC, PSR 

Figure 41: In the future, there will be fewer working adults to 
support each resident aged >65 years. 

 
Source: CEIC, PSR 

Figure 42:  Medical tourism largely stable, helped by the 
recovery of IDR against SGD since record-low in late 
2018. 

   
Source: CEIC, PSR 
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Property  Developers                                                                                                                                    NEUTRAL 

ω {ƛƴƎŀǇƻǊŜ ŘŜǾŜƭƻǇŜǊǎΩ share recorded a total return of 12.1% YTD with the price index up 2.1% YoY despite the July 2018 
cooling measures and subsequent minimum unit size guidelines announced in October 2018. 

ω We expect the pace of transactions to slow and developers to cut their margin expectations. 
ω We maintain a NEUTRAL outlook on the Property Developers sector, with selective picks on diversified players such as 

CapitaLand. 
 

2018 Review 
We entered 2019 apprehensive about the pronounced c.18,000 units slated to come onto the market - on 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 units launched 
YTD-October clocked a respectable 80% take-up rate, albeit slightly lower than 2018 take-up rate of 94%. The take-up rate for 
нлмф ƭƻƻƪǎ ǘƻ ǎǳǊǇŀǎǎ нлмуΩǎ ŦƛƎǳǊŜǎ ǿƛǘƘ ¸¢5фaмфΩǎ ǘŀƪŜ ǳǇ ǊŀǘŜ ƻŦ тΣомн ŦƻǊƳƛƴƎ ур҈ ƻŦ ǘƘŜ ŀǾŜǊŀƎŜ ǘŀƪŜ ǳǇ ƛƴ нлмт ŀƴŘ нлму. 
The 33,269 supply in the pipeline and the ABSDΩǎ five year sell-by date has property developers under pressure. Frasers Property 
Limited took a S$9.35mn write-down on net realisable value of properties held for sale to allow for more marketing initiaives 
ǿƘƛƭŜ /5[Ωǎ /9h ƘƻǇŜǎ ŦƻǊ ǘƘŜ !.{5 ǘƛƳŜƭƛƴŜ ǘƻ ōŜ ƭŜƴƎǘƘŜƴŜŘ ǘƻ ŀƭƭƻǿ ŘŜǾŜlopers to stagger sales launches to ensure a better-
matched supply and demand.  
 
Outlook 
Faced with 33,269 units in the construction pipeline versus an average annual demand of 9.4k units, the outlook for the property 
market looks challenging with developers elbowing among themselves to roll out their launches early, especially in locations with 
multiple developments. We expect many developers may have to swallow thinner margins. The URA has kept the land supply low 
with 6,430 units to be launched for 1H20, a twelve-year low, with 1,715 units (26.7% of the GLS units) on the confirmed list. This 
figure is low compared to the historical semiannual three-year average on confirmed list of 2,535 units. Re-rating catalyst could 
come from better than projected sell-through rate or increased capital management activities such as capital recycling.  
   
 
Recommendation 
We maintain our NEUTRAL view on the SG Property Developers sector, with the following stock pick in mind. 
ω CapitaLand (ACCUMULATE, TP $4.20). We like CapitaLand for its increasingly recurrent earnings and ability to tap on 

external capital to grow its fund management and lodging ǇƭŀǘŦƻǊƳǎΦ /!t[Ωǎ portfolio has been grounded on healthy 
operating metrics, from occupancy to visitor arrivals/tenant sales, NPI driven revaluation gains and active capital recycling 
through the divestment of non-core assets.  

 
 

Natalie Ong (+65 6212 1849) 
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Figure 43: Pace of transactions picked up speed following July 
2018 property cooling measures. 

 
Source: CEIC, URA, PSR 

Figure 44: Slower but still-healthy absorption of new 
launches. 

Source: CEIC, URA, PSR 

Figure 45: Supply currently at 2.6x average annual demand post 
TDSR (2013-17) ς as compared to 4.4x in 2013. 

 
Source: CEIC, URA, PSR 

Figure 46: Lowest residential GLS level since 2007. 

 

Source: URA, PSR 

Figure 47: A measure of affordability of homes, average 
household income has not kept pace with property prices. 

 
Source: CEIC, URA, PSR 

Figure 48: 2019 completions will add considerably to 
upcoming pipeline. 

 
Source: CEIC, PSR 


