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Derivatives growth the slowest in almost two years

SINGAPORE | FINANCE |UPDATE

= HKEX announced the launch of futures contracts on MSCI China A Index.

= SGX’s February Derivatives Daily Average Volume (DDAV) growth was flat at 1.4% YoY,
the lowest in almost two years.

= SGX’s derivatives business accounts for ¢.49% of total revenue in 6M19.

= We downgrade to Accumulate at a lower TP of $$8.17 (previously S$8.36) and
lowered our FY19e earnings by 2%. We peg our TP to 23.2x P/E, at SGX’s 5-year mean.

Monthly statistical updates

DDAV growth for January and February contracted to 2.4% YoY and 1.4% YoY respectively
as compared to 24.1% YoY jump in 2Q19 (Oct’18 — Dec’18). The recovering global markets
at the start of 2019 was a stark contrast to extremely volatile conditions in 2018. As a
result, there has been a contraction in derivatives volume due to lower hedging activities.
Hence, we cut our forecast for FY19e derivatives revenue growth from 27.4% YoY to 22.1%
YoY. Meanwhile, SDAV showed no signs of recovery and contracted 38.6% YoY in February.

Recent events

The Hong Kong Stock Exchange (HKEX) announced on 11 March 2019 its plans to launch
futures contracts on the MSCI China A Index, subject to relevant regulatory approvals. The
MSCI futures contracts will allow investors to hedge their A-share equity exposures.
Currently, SGX’s FTSE China A50 Index Futures is the only offshore futures contract tracking
the Chinese A-share market.

Impact on SGX

SGX’s derivatives business contributed to 50% of total revenue in 6M19 with the main
driver being FTSE China A50 Index Futures which accounted for 43% of total trading volume
YTD which puts SGX in a vulnerable position. If HKEX succeeds in its plans to introduce
MSCI China A Index futures, SGX could face some competition as some customers will make
the switch to HKEX and derivatives revenue might be dampened in the long term. SGX's
China A50 Index futures represents about 13% of total revenue. Assuming SGX loses 50% of
its China A50 revenue, the impact to PATMI is around 8%.

However, we do not expect HKEX’s plans to have a significant impact on SGX’s derivatives
revenue for the FY19-20. Firstly, if HKEX obtains relevant approvals, the launch should be in
November 2019. Secondly, HKEX will take months to build up liquidity and onboarding of
clients’ systems. Thirdly, SGX’s derivatives platform provides high customer retention due
to its (i) deep liquidity as a first mover; (ii) allows customers to carry out margin offsets
across their various derivatives assets; (iii) caters to customers’ needs to hedge currency
exposures with SGX’s diverse FX exchange especially the USD-CNH and INR-USD FX futures.

Outlook

HKEX's plans to introduce futures contracts on the MSCI China A Index has been in the
works for the past 12-18 months, and the announcement did not come as a surprise for
SGX. HKEX’s plans could create a larger ecosystem for China equity derivatives which
should deepen liquidity and increase volumes with arbitrage between the exchanges.
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Accumulate (Downgraded)

LAST DONE PRICE SGD 7.31
FORECAST DIV SGD 0.32
TARGET PRICE SGD 8.17
TOTAL RETURN 16.1%
COMPANY DATA

BLOOMBERG TICKER SGX SP
O/S SHARES (MN): 1070
MARKET CAP (USD mn/SGD mn): 5790/ 7821
52 - WKHI/LO (SGD): 8.05/6.72
3M Average Daily T/O (mn) : 2.70
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SEL Holdings Pte Ltd 23.36%
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KEY FINANCIALS
Y/E June FY17 FY18 FY19e FY20e
Revenue (SGDmn) 801 845 874 931
EBITDA (SGDmn) 460 486 498 520
NPAT (SGD mn) 340 363 377 399
EPS (Cents) 318 339 35.2 373
PER, (X) 238 223 2038 9.6
P/BV, (X) 82 78 71 73
DPS (Cents) 280 300 315 330
Div Yield, (% 4% 4% 4% 5%
ROE, (% 336% 34.1% 348% 36.%
Source: Bloomberg, Company, PSR
Valuation Method
P/E Multiple @23.2x
Tin Min Ying (+65 6212 1863)
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Potential risks

(i) Larger than expected switch of customers from SGX to HKEX, (ii) quickened

SINGAPORE EXCHANGE LIMITED J{a3VIRS

regulatory approval timeline for HKEX's plans, and (iii) HKEX competes on pricing.
Potential catalysts

(i) Introduction of new derivative products by SGX; (ii) delayed the launch of HKEX's

MSCI China A Index futures; (iii) stronger than expected growth in DDAV and SDAV.

Investment Actions
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List of Abbreviations:

SDAV - Securities daily average value

DDAV — Derivatives daily average volume

SW — Standard Warrants

DLCs — Daily leverage certificates

NSE — National Stock Exchange of India

IISL - India Index Services and Products Limited
NTR - Net Total Return

DVP — Delivery versus Payment

We downgrade to Accumulate at a lower TP of $$8.17 (previously $$8.36) as we peg
our TP to an unchanged 23.2x P/E, at SGX’s 5-year mean. The reduction in TP was
due to our lowered forecast for FY19e derivatives revenue growth from 27.4% YoY
to 22.1% YoY which cut our FY19e earnings by 2%.

Chart 1: Peer comparison

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
SINGAPORE EXCH SGD 7.31 5790 21.2 209 198 82 72 68 144 142 134 43 44 386 345 358
BURSA MALAYSIA MYR 6.99 1,385 246 247 236 64 66 62 127 119 11.5 40 4.0 260 256 263
JAPAN EXCHANGE G JPY 1,988.00 9590 209 211 212 39 35 V{/AN, 11.8 122 121 29 28 193 183 169
ASX LTD AUD 69.61 9573 280 275 269 35 35 34 148 144 138 39 33 118 124 1238

Market Cap Weighted Average: 23.7 23.6 231 48 45 31 135 134 130 36 34 21.2 201 201
Large-Cap Asian Exchange
HKEX HKD 278.00 44,290 30.2 335 298 85 82 78 208 183 164 27 3.0 239 249 270
US and European Exchanges
LONDON STOCK EX GBp 4,781.00 22,094 294 248 216 50 43 38 169 149 135 14 16 146 179 180
DEUTSCHE BOERSE EUR 115.05 24,795 235 191 174 44 39 35 158 13.0 119 26 28 17.0 207 218
EURONEXT NV EUR 56.30 4,470 162 160 148 50 42 3.6 115 102 98 31 33 287 287 273
CBOE GLOBAL MARK usb 9583 10,694 247 199 179 33 32 30 144 140 131 14 15 133 160 176
CME GROUP INC usb 169.89 60,786 29.7 242 220 23 23 23 223 189 175 33 40 81 92 100
NASDAQ INC usb 8424 13,935 186 165 152 26 24 23 137 124 118 22 24 81 147 154
INTERCONTINENTAL usb 7461 42,416 228 196 176 25 24 23 155 145 133 14 16 116 122 131

Market Cap Weighted Average: 25.7 214 193 3.1 29 27 177 155 143 23 27 118 139 146
Source: Bloomberg, PSR Extracted as of: 19-Mar-19

Chart 2: SGX is trading at 21.1x forward P/E, near 1 s.d. below its historical mean of 23.3x
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Financials

Income Statement
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Balance Sheet

Y/E Jun, SGD mn FY17 FY18 FY19e FY20e FY21le
Securities 205 221 192 193 193

Derivatives 303 340 415 469 547

Others 293 284 267 269 270

Operating revenue 801 845 874 931 1,009

Operating expenses 399 420 430 460 498

Operating profit 402 425 444 472 511

Other gains/(losses) 6 11 11 9 9

Associates & JVs 1 1 0 1 1

Profit Before Tax 409 437 455 481 521

Taxation (69) (74) (78) (82) (89)
Net Income, reported 340 363 377 399 432

Net Income, adj. 340 363 377 399 432

Per share data (SGD Cents)

Y/E Jun FY17 FY18 FY19e FY20e FY2le
EPS, reported 31.8 33.9 35.2 37.3 40.4
DPS 28.0 30.0 315 33.0 35.0
BVPS 92.5 96.5 102.4  100.2 106.1
Payout ratio (%) 88% 88% 89% 89% 87%
Cash Flow

Y/E Jun, SGD mn FY17 FY18 FY19e FY20e FY21le
CFO

Profit before tax and Assoc.8&JV 407 436 455 480 520

Depreciation & Amortisation 58 61 55 48 52

WC changes (21) (7) (40) 16 22

Others 3 2 (1) 1 1

Cash generated from ops 447 492 469 546 595

Tax paid (67) (65) (78) (82) (89)
Cashflow from ops 380 427 391 463 506

CFI

CAPEX, net (60) (79) (55) (67) (78)
Others (87) (11) (24) 9 9

Cashflow from investments (147) (90) (79) (58) (69)
CFF

Loans, net of repayments 0 0 0 0 0

Dividends (300) (300) (401) (337) (353)
Others (9) (8) (7) 0 0

Cashflow from financing (308) (308) (408) (337) (353)
Net change in cash (76) 29 (96) 68 84

CCE, end 736 832 633 682 720

Source: Company, PSR

Y/E Jun, SGD mn FY17 FY18 FY19e FY2le FY2le
ASSETS

PPE 80 72 57 56 57

Software 159 174 186 201 206

Intangible assets 64 61 58 57 57

Goodwill 88 89 86 86 86

Others 37 39 111 111 111

Total non-current assets 429 435 498 512 517

Accounts receivables 815 827 735 744 972

Cash 736 772 633 682 852

Securities clearing funds 60 60 60 60 60

Others 1 22 24 24 24

Total current assets 1,613 1,680 1,451 1,510 1,908

Total Assets 2,041 2,115 1,950 2,022 2,425

LIABILITIES

Accounts payables 892 891 750 761 1,041

Short term loans 0 0 0 0 0

Others 82 95 95 95 306

Total current liabilities 973 986 845 855 1,347

Long term loans 0 0 0 0 0

Others 35 33 32 32 32

Total non-current liabilities 35 33 32 32 32

Total Liabilities 1,009 1,019 877 887 1,379

EQUITY

Non-controlling interests 0 0 0 0 0

Shareholder Equity 1,033 1,096 1,073 1,135 1,047

Valuation Ratios

Y/E Jun FY17 FY18 FY19e FY20e FY2le
P/E (X), adj. 238 223 208 196  18.1

P/B (X) 8.2 7.8 7.1 7.3 6.9

EV/EBITDA (X), adj. 9.4 8.9 8.4 8.0 7.4

Dividend Yield (%) 3.7% 4.0% 4.3% 4.5% 4.8%
Growth & Margins (%)

Growth

Revenue -2.1% 5.5% 3.5% 6.5% 8.4%
EBITDA -6.8% 12.1% 2.5% 6.9% 8.4%
EBIT -2.1% 5.5% 4.5% 6.3% 8.4%
Net profit, adj. -2.7% 6.9% 3.8% 5.8% 8.3%
Margins

EBITDA margin 57.4% 57.5% 57.0% 55.8% 55.8%
EBIT margin 50.2% 50.3% 50.8% 50.6% 50.6%
Net profit margin 424% 43.0% 43.1% 42.8% 42.8%
Key Ratios

ROE (%) 33.6% 34.1% 348% 36.1% 39.6%
ROA (%) 16.4% 17.5% 18.6% 20.1% 19.4%

Net Gearing (X)

Net Cash Net Cash NetCash Net Cash Net Cash

*Forward multiples & yields based on current market price; historical multiples & yields based on historical market price.
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surrounding the stock, before making our final recommendation

We do not base ourrecommendations entirely on the above quantitative

presence or absence of stock price catalysts, and speculative undertones
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return bands. We consider qualitative factors like (but not limited to) a stock's
risk reward profile, market sentiment, recent rate of share price appreciation,
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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
suitable for all investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an
independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product
should not be considered to be a disclosure of all risks or a complete discussion of such risks.

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
report, and may have performed services for or solicited business from such issuers. Additionally, 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 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
foregoing. Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between
US dollars and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return
of the investment.

To the extent permitted by law, 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 at any time engage in any of the above activities as set out above or otherwise
hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly,
information may be available to 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, which is not reflected in this report, and 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, to the extent permitted by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or
persons associated with or connected to Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of
this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any
registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any
particular person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from a
professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the
specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of such products.

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities
Research may determine in its absolute discretion.

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
Bridge Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in connection
with, the analyses or reports; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an accredited investor,
expert investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.
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