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Stay invested for the recovery

SINGAPORE | 2Q19 STRATEGY

Review: STI was up 4.7% in 1Q19. All of its gains were chalked up in January. Performance
turned flat in the following two months. REITs (Figure 1) and cyclicals (Figure 2) led the charge
while banks were a drag (Figure 3). 2019 kicked off with two policy risks; a hawkish Fed and
escalating trade tensions between the U.S. and China. The STI rallied when both these risks
started to fade. Risks of higher interest rates abated when the Fed emphasized the need for
patience on monetary policy. Encouraging comments by President Trump that trade talks
were progressing well added fuel to the rally. What held back equity markets was a
deceleration in global growth. Global PMIs approached 3-year lows while fixed income
markets priced in recessionary conditions through a yield curve inversion.

Outlook: We remain positive on the equity markets. Our premise is a renewed upturn in
global growth. Firstly, financial conditions have eased. Following the Fed’s signal of a dovish
stance, global interest rates have nose-dived back to 2-year lows (Figure 8). Secondly, the
Chinese government is visibly providing fiscal support. It has rolled out tax cuts, relaxed
financial conditions and accelerated investments. We believe there is a lag to these policy
benefits. Thirdly, there are some early signs of revival in economic activity. Global PMI has
started to stabilise (Figure 4). The next impetus for the rally, we believe, will be some form of
U.S.-China trade deal, expected in early-May. No one expects this Thucydides’ Trap to be
avoided anytime soon but a trade resolution should remove risks of tariffs escalating further.
STI Target: We are raising our STl target to 3600 from 3400. This pegs the market at 14x, close
to its 10-year average valuation. Government policies have turned more supportive for equity
markets. Interest rates have eased and we expect growth to surprise positively.
Recommendation: The Phillip Absolute 10 model portfolio was up 7.1% in 1Q19. Our yield
and re-rating recommendations played out well. Growth and finance stocks disappointed.
Nevertheless, we maintain both UOB and SGX in our portfolio. Both should benefit from a
recovery in economic conditions and capital markets. Ascendas REIT and Capitaland
Commercial Trust have reached our target prices, hence we will be replacing them with: (i)
NetLink Trust, which will anchor the portfolio from its stable yield from 1.3mn recurring
customers; (ii) Ascott REIT, given its attractive dividends and $$880m debt headroom for
acquisitions. We removed Geo Energy following consistent production and cost
disappointments, replacing it with Singtel in our portfolio. We believe the delays in a full-scale
launch by the 4™ mobile operator, TPG, will affect their ability to gain traction in Singapore.
Profit pools and scale are being built up by the MVNOs. They are wholesale customers for the
incumbents including Singtel. Furthermore, we expect Singtel’s largest associate in Indonesia
to recover in earnings as mobile prices have started to creep up again.
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1Q19 Performance

Figure 1: REITs clocked healthy gains
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Figure 2: Largest gainers in STI
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Figure 3: Banks underperformed
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The Phillip Absolute 10

Rating Target Px (S$) Share Px (S$) Upside Mkt Cap (USSm)  PE P/BV  Dvd.Yield ROE

Yield
Ascott REIT (New) 3.5% 103% 9.3% Buy 1.36 1.18 15% 1,890 17.0 1.0 6.1% 5.8%
NetLink (New) 3.7% 9.2% 8.5% Accumulate 0.89 0.83 7% 2,385 44.2 11 5.6% 2.4%
Dividend Growth
Keppel DCREIT 2.0% 103% 11.1% Accumulate 1.52 1.50 1% 1,495 18.1 1.4 4.9% 11.2%
SGX -6.8% 2.7% 2.2% Accumulate 8.17 731 12% 5,767 20.8 8.2 4.1% 38.6%
uoB 0.7% 3.2% 2.5% Buy 32.52 25.19 29% 30,941 10.0 1.2 4.0% 11.6%
Growth
China Sunsine -14.4% -11.0% -10.3% Buy 1.55 1.13 37% 409 6.0 5.9 4.9% 31.5%
Sheng Siong -3.7%  -19% -1.9% Accumulate 1.30 1.04 25% 1,153 20.3 54 3.3% 25.2%
Re-rating Plays
Capitaland 6.7% 189% 17.4%  Accumulate 4.00 3.65 10% 11,237 13.8 0.8 3.3% 9.4%
Comfort DelGro 7.5% 19.5% 19.5% Accumulate 2.72 2.57 6% 4,104 17.3 2.1 4.1% 11.6%
Singtel (New) 0.0% 2.7% 3.1% Accumulate 3.27 3.02 8% 4,321 15.7 0.6 5.8% 10.6%

Average -0.1% 6.8% 6.5% 15% 63,704 18.3 2.8 4.6% 15.8%
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Figure 4: Global PMI starting to stabilise

Figure 5: 2Q19 GDP expected to be weak
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Figure 6: Valuations attractive on a PE basis Figure 7: Dividend yield is off their highs
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Figure 8: Global interest rates back to 2-year lows Figure 9: Expectations are for interest rate cuts
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Figure 10: The Phillip Absolute 10

Rating Target Px (S$) Share Px (S$) Upside Mkt Cap (USSm)  PE P/BV  Dvd.Yield ROE

Yield

Ascott REIT (New) 35% 103% 9.3% Buy 136 1.18 15% 1,890 17.0 1.0 6.1% 5.8%
NetLink (New) 3.7% 9.2% 8.5% Accumulate 0.89 0.83 7% 2,385 442 11 5.6% 2.4%
Dividend Growth

Keppel DCREIT 2.0% 103% 11.1%  Accumulate 1.52 1.50 1% 1,495 18.1 14 4.9% 11.2%
SGX -6.8%  2.7% 2.2% Accumulate 8.17 7.31 12% 5,767 20.8 8.2 4.1% 38.6%
uoB 0.7% 3.2% 2.5% Buy 32.52 25.19 29% 30,941 10.0 1.2 4.0% 11.6%
Growth

China Sunsine -14.4% -11.0% -10.3% Buy 1.55 1.13 37% 409 6.0 5.9 4.9% 31.5%
Sheng Siong -3.7% -1.9% -1.9%  Accumulate 1.30 1.04 25% 1,153 203 5.4 3.3% 25.2%
Re-rating Plays

Capitaland 6.7% 189% 17.4%  Accumulate 4.00 3.65 10% 11,237 13.8 0.8 3.3% 9.4%
Comfort DelGro 7.5% 19.5% 19.5%  Accumulate 2.72 2.57 6% 4,104 173 2.1 4.1% 11.6%
Singtel (New) 0.0% 2.7% 3.1% Accumulate 3.27 3.02 8% 4,321 15.7 0.6 5.8% 10.6%

Average -01%  6.8% 6.5% 15% 63,704 18.3 2.8 4.6% 15.8%

Source: Bloomberg, PSR

Removed - Ascendas REIT, CapitaLand Commercial Trust, Geo Energy
Added — NetLink Trust, Ascott REIT, Singtel

2019 Performance Review - Phillip Absolute 10

The Phillip Absolute 10 model portfolio was up 7.1% in 1Q19. We outperformed the STI by Figure 11: Monthly movement

2.4% points (Figure 11). Our yield and re-rating plays performed well. With interest rate Absolute sTi
expectations nosediving (Figure 9), REITs rallied as investors searched for yield. Sentiment over 10
commercial property was also fuelled by several transactions that were above market [Jan19 7.2% 4.0%
valuations. CapitaLand share price enjoyed an uplift with a S$11bn transaction to acquire |Feb19 0.6% 0.7%
Ascendas-Singbridge portfolio of assets. Mar19  -0.7% 0.0%
Aprl9
. . .. . . . May19
However, growth and finance stocks in our portfolio disappointed. Nevertheless, we maintain Jun19

both UOB and SGX in our portfolio. Both names will benefit from a recovery in economic |;.i119
conditions and capital markets. Ascendas REIT and Capitaland Commercial Trust have met our  aug19

target prices. We will be replacing them with: seply
(i) NetLink Trust, which will anchor the portfolio from its stable yield from 1.3mn |Oct19
recurrent customers; hovid
(ii) Ascott REIT, attractive dividends and S$880m debt headroom for acquisitions. 3;;19 1% 7%
Out/(Under)perf. 2.4%
We are removing Geo Energy. Production and cost have consistently disappointed. It is
replaced with: Source: Bloomberg, PSR
(i) Singtel. We believe the delays in a full-scale launch by the 4th mobile operator, TPG,

will affect their ability to gain traction in Singapore. Profit pools and scale are being
built up by the MVNOs. They are wholesale customer for the incumbents including
Singtel. Furthermore, we expect Singtel’s largest associate in Indonesia to recover in
earnings as mobile prices have started to creep up again.

Despite the disappointing performance of China Sunsine, we will keep the company in our
portfolio. Valuations are cheap at 5x PE and we expect earnings to be supported by a rise in
production and stable margins. Meanwhile, Sheng Siong will provide the earnings growth for
the portfolio via its record store expansion. Consumer spending should also improve in view of
the rise in wages and recovery in total employment in Singapore.
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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

(i) 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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