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Deliberate Efforts to Grow 

SINGAPORE | FINANCE | 2Q20 RESULTS 

 SGX achieved 2Q20 revenue and net profit in line with our expectations.  
 Positive business outlook expected across multiple segments; FICC grew 20% YoY, while 

DCI business grew a modest 4% YoY to S$26.7mn. The equities business came in flat.  

 Acquired ‘Smart Beta’ index firm Scientific Beta for €186mn to propel DCI business. 

 We maintain our NEUTRAL call with a revised TP of S$8.52. We peg our TP to 21.5x P/E, 
1 SD below SGX’s 5-year mean. We will be expecting SGX’s acquisition plan to be EPS 
accretive in FY21. Our earnings forecast remains unchanged. 

 
Figure 1: 2Q20 results compared to 2Q19 and 1Q20 
 

Results at a glance

(SGD mn) 2Q20 2Q19 YoY 1Q20 QoQ

Fixed Income, Currencies & Commodities 39.0         32.5         20% 45.8         -15%

Equities - Cash & Derivatives 165.3      165.9      0% 176.1      -6%

Data, Connectivity & Indices 26.7         25.7         4% 25.7         4%

Total Revenue 230.9 224.2 3% 247.6 -7%

OPEX 89.4         95.3         -6% 91.1         -2%

EBITDA 141.5 128.8 10% 156.4 -10%

Dep & Amort 22.1         15.2         46% 21.7         1%

Operating profit 119.4      113.7      5% 134.7      -11%

Other gains/(losses) 1.9           3.6           -47% 4.6           -58%

Associates & JVs (0.8)          (0.6)          n.m. (0.5)          n.m.

Profit before tax 120.6      116.6      3% 138.8      -13%

Tax (21.5)       (20.1)       7% (24.6)       -13%

Net profit 99.0         96.5         3% 114.2      -13%

Source: Company, PSR  
 
The Positives 
+  Best 2Q results over the past 5 years. A positive set of earnings for 2Q overshadowed by 
stellar 1Q performance. Revenue of S$231mn (+3% YoY) and profit of S$99mn (+3% YoY). 
FICC grew 20% YoY to $39mn in revenue while DCI business grew a modest 4% YoY to 
S$26.7mn. The Equities business was flat YoY (cash equities rose 4.5% YoY whilst derivatives 
was down 5.3% YoY).  
 
+ Sustained pipeline of listings across all asset classes. Fixed Income listing is positive due to 
the growing demand for capital in Asia for infrastructure and sustainability projects. The 
enhanced Global Asian Bond Grant scheme (formerly known as the Asian Bond Grant 
scheme) will provide funding support for issuers with an Asian nexus to issue international 
bonds through Singapore. The scheme is expected to channel the demand for capital-raising 
in Asia to Singapore, for the benefit of infrastructure and sustainability projects. Equities 
listing remains healthy as well, with capital raised from primary fundraising on track to 
exceed FY19’s figures. 
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+  Acquisition of Scientific Beta to Propel Growth of DCI Business. The €186mn acquisition is 
an inorganic catalyst for SGX to double its DCI business over the next 5 years. Scientific Beta is 
an independent index provider that provides investable smart beta indices to its clients, 
allowing their clients to curate indices-tracking funds as passive investments. Factor investing 
has risen in popularity as investors shift towards passive investing strategies. Established by 
EDHEC-Risk Institute (ERI Asia), Scientific Beta has a strong research pedigree highly 
demanded on the market to create all-weather investment products. As at 30 September 
2019, Scientific Beta reported assets replicating its indices of US$54.7bn, a 10 times growth in 
under four years. Scientific Beta will allow SGX to expand into the factor investing and ‘Smart 
Beta’ market that is expected to snowball SGX’s DCI business. The management commented 
that as of December 2019, Scientific Beta is a profitable company and had recorded revenue 
of more than €20mn. According to management, the acquisition is expected to be EPS 
accretive in FY2021.  
 
The Negatives 
- On a YoY basis, equity derivatives volumes fell 18% to 41mn contracts, resulting in a 
trading and clearing revenues to decline by 5%. 
 
- On a QoQ basis, revenue and profit fell 7% and 13% respectively. However, QoQ results 
are not representative of SGX’s business due to China’s celebration of the Golden Week in 
October as well as the holiday season within the quarter.  
 
Outlook 
We expect the trade truce between the US and China to dampen volatility, especially for 
SGX’s key derivatives product - FTSE China A50 Index Futures. 
 
Investment Actions 
We maintain our NEUTRAL recommendation with a revised TP of S$8.52. Our TP is pegged to 
21.5x P/E, 1 SD below SGX’s 5-year mean. SGX continues to make headway in attracting 
global flows for derivatives products. For 2H20, we are concerned that derivatives volume 
will be weaker as trade tensions ease and having a high watermark recorded in 2H19 to 
compare against. Another worry is the headline risk stemming from the launch of MSCI China 
Index futures by the Hong Kong Stock Exchange.  
 
Figure 3: We benchmark our valuation -1SD of SGX’s 5-year P/E  
 

 

Glossary 
FICC - Fixed Income, Commodities 
and Currencies  
DCI - Data, Connectivity and Index 
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Financials

Income Statement Balance Sheet

Y/E Jun, SGD mn FY17 FY18 FY19 FY20e FY21e Y/E Jun, SGD mn FY17 FY18 FY19 FY20e FY21e

Operating revenue 801 845 910 970 1,031 ASSETS

Operating expenses 341 359 386 392 443 PPE 80 72 61 39 32

EBITDA 460 486 524 578 588 Software 159 174 182 178 193

Depreciation & amortisation 58 61 63 72 47 Intangible assets 64 61 58 57 56

Operating profit 402 425 461 506 541 Goodwi l l 88 89 85 87 87

Other ga ins/(losses) 6 11 13 14 14 Others 37 39 169 263 263

Associates  & JVs 1 1 (2) (2) (2) Total non-current assets 429 435 555 625 631

Profit before tax 409 437 473 517 553 Accounts  receivables 815 827 885 782 849

Tax (69) (74) (82) (92) (98) Cash 736 772 607 571 675

Net profit after tax 340 363 391 425 455 Securi ties  clearing funds 60 60 60 60 60

Profit attributable to shareholders 340 363 391 425 455 Others 1 22 25 27 27

Total current assets 1,613 1,680 1,577 1,439 1,610

Total Assets 2,041 2,115 2,132 2,064 2,242

LIABILITIES

Accounts  payables 892 891 912 691 751

Short term loans 0 0 0 0 0

Others 82 95 90 109 109

Total current liabilities 973 986 1,001 801 860

Lease l iabi l i ties -     -    -     79 79

Long term loans -     -    -     -      -      

Others 35 33 40 39 39

Per share data (SGD Cents) Total non-current liabilities 35 33 40 119 119

Y/E Jun FY17 FY18 FY19 FY20e FY21e Total Liabilities 1,009 1,019 1,041 919 979

EPS, reported 32 34 37 40 42

DPS 28 30 30 32 33 EQUITY

BVPS 92 96 102 102 113 Non-control l ing interests -     -    -     -      -      

Payout ratio 88% 88% 82% 79% 76% Shareholder Equity 1,033 1,096 1,091  1,213   1,333   

Cash Flow Valuation Ratios

Y/E Jun, SGD mn FY17 FY18 FY19 FY20e FY21e Y/E Jun FY17 FY18 FY19 FY20e FY21e

CFO P/E (X), adj. 27.5 25.8 23.9 22.0 20.6

Profit before tax and Assoc.&JV 407 436 474 519 555 P/B (X) 9.5 9.1 8.5 8.6 7.7

Depreciation & Amortisation 58 61 63 72 47 EV/EBITDA (X), adj. 20.4 19.3 17.9 16.2 15.9

WC changes (21) (7) (46) (113) (8) Dividend Yield 3.2% 3.4% 3.4% 3.6% 3.7%

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

Cash generated from ops 447 492 490 480 591 Growth

Tax pa id (67) (65) (80) (92) (98) Revenue -2.1% 5.5% 7.7% 6.6% 6.3%

Cashflow from ops 380 427 410 388 494 EBITDA -2.0% 5.7% 7.8% 10.4% 1.7%

CFI EBIT -1.8% 5.7% 8.5% 9.7% 7.0%

CAPEX, net (60) (79) (47) (39) (42) Net profi t, adj. -2.7% 6.9% 7.7% 8.8% 7.0%

Others (87) (11) (41) 13 14 Margins

Cashflow from investments (147) (90) (89) (26) (28) EBITDA margin 57.3% 57.4% 57.5% 57.5% 59.6%

CFF EBIT margin 50.2% 50.3% 50.7% 52.1% 52.5%

Loans , net of repayments 0 0 0 0 0 Net profi t margin 42.4% 43.0% 43.0% 43.9% 44.1%

Dividends (300) (300) (401) (321) (337) Key Ratios

Others (9) (8) (10) 0 0 ROE 33.6% 34.1% 35.8% 36.9% 35.8%

Cashflow from financing (308) (308) (411) (321) (337) ROA 16.4% 17.5% 18.4% 20.3% 21.1%

Net change in cash (76) 29 (90) 41 128

CCE, end 736 832 667 571 675 Net Gearing (X) Net CashNet Cash Net Cash Net Cash Net Cash

Source: Company, PSR
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Total Returns Recommendation Rating
> +20% Buy 1
+5% to +20% Accumulate 2
-5% to +5% Neutra l 3
-5% to -20% Reduce 4
<-20% Sel l 5

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

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

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

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

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

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

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

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

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

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as 
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made 
available constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or 
appropriate for the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not be 
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. 

 
 


