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STRATEGY - SINGAPORE
An Unexpected Singles’ Day Present

China unexpectedly delivered a Singles’ Day present in announcing an adjustment to
its COVID-19 pandemic control measures. While the measures may be small at present,
it is important that the Chinese government is signalling that it is taking preliminary
steps to re-open the economy. This could have medium- to long-term positive
ramifications on Singapore-listed stocks. Stocks with meaningful exposure to China
include CLAS, CLI, DFI, KEP, RFMD, SASSR, SClI, SIA, WIL and YZJSGD.

WHAT’S NEW

o Light at the end of the tunnel in 2023? China updated its “scientific and accurate
pandemic control policies” on 11 Nov 22, making adjustments to 20 measures related to
COVID-19. While the Chinese authorities have explicitly emphasised that these
adjustments do not mean opening up, or any material change to the “Dynamic Zero
COVID-19” overarching goal, we view these developments as a positive signal that the
Chinese government is working towards an eventual re-opening.

Further progress needs to be made in three key areas. In our view, three pre-

Monday, 14 November 2022

STI 2022 YEAR-END TARGET: 3,390

SECTOR PICKS

Company Rec e Price (S$) ------------

11 Nov Target

CapLand Ascott Trust ~ BUY 0.97 1.27
CapitaLand Invest BUY 3.56 4.13
DFIRG USD HOLD 2.49* 2.96*
Keppel Corp BUY 7.24 10.11
Raffles Medical BUY 1.38 1.58
Sasseur Reit BUY 0.76 112
Sembcorp Ind BUY 3.04 41
SIA HOLD 5.37 5.18
Wilmar BUY 4.01 5.50
Yangzijiang Shipbldg BUY 1.38 1.44
Note: * USD

Source: Bloomberg, UOB Kay Hian
SHARE PRICE PERFORMANCE OF CHINA-

RELATED STOCKS
conditions need to be satisfied for China to fully re-open its economy. These include: a)
increase in domestic vaccine coverage, b) increased coverage of the broad community cLI
with medical resources, and c) shift in the Chinese government’s tone towards COVID-19 109
to reduce citizens’ fears towards the virus. YZJSGD s
« Within our coverage universe, a number of stocks have material exposure to SASSR W 70
China, either from ownership of assets and/or derive a meaningful proportion of their DFI W o
profits from China. These stocks include CapitaLand Investment, DFI Retail Group, '
Keppel Corp, Raffles Medical, Sasseur REIT, Sembcorp Industries, SIA, Wilmar and RFMD i 30
Yangzijiang Shipbuilding. Within the small/mid-cap sector, tech stocks such as Aztech, CLAS
) . . . I ) . 121
Frencken and Nanofilm either have clients or manufacturing facilities in China, while
companies such as China Sunsine and Jiutian Chemical derive the majority of their profits KEP I 18
from China. WIL | 15
¢ 6% EPS growth for 2023. We forecast an aggregate 6% EPS growth in 2023 for the SIA [ 06
Singapore market with financials and land transports leading the way (see table overleaf). scl
While we continue to expect the aviation sector to see yoy earnings decline in 2023, 13 1
earlier-than-expected expansion of air travel into China could see a re-rating of the sector -20 0 20 40 60
although actual earnings uplift may take time to eventuate. YID m1week
¢ 2023 valuations for the STI remain inexpensive, with the STI trading at a forecast  Source: Bloomberg
2023 PE and P/B of 12.0x and 1.1x respectively, and paying a yield of 4.5%. We highlight
that these multiples are meaningful discounts to the STI's long-term averages. ANALYST(S)
¢ Our top large-cap picks are CapitaLand Ascott Trust, DBS, Genting Singapore, Keppel ~Adrian Loh
Corp, Lendlease REIT, Sembcorp Industries, Singapore Telecommunications, SIA 6565906633
Engineering, Thai Beverage, Venture Corp, Wilmar and Yangzijiang Shipbuilding. adrianioh@uobkayhian.com
Singapore Research Team
+65 6535 6868
Research@uobkayhian.com
PEER COMPARISON
Company Ticker Rec  -----eee Price (S$) ---------- Upside to PE (X) -----r-omrmmemee oee- 2023F (%) ----- M.cap P/B
11 Nov Target TP (%) 2022F 2023F 2024F Yield ROE S$m ()
CapLand Ascott T CLAS SP BUY 0.97 1.27 30.9 34.2 221 204 6.4 35 3,342 0.8
CapitaLandInvest CLI SP BUY 3.56 413 16.0 10.8 10.1 9.1 25 7.7 18,206 1.2
DFIRG USD DFI SP HOLD 2.49 2.96 18.9 39.1 194 13.0 6.6 13.2 4,644 33
Keppel Corp KEP SP BUY 7.24 10.11 39.6 155 14.4 131 2.8 7.2 12,684 11
Raffles Medical RFMD SP BUY 1.38 1.58 145 19.3 211 22.7 18 113 2,558 2.7
Sasseur Reit SASSR SP BUY 0.76 112 474 9.2 8.5 8.2 10.1 0.0 933 0.8
Sembcorp Ind SCI SP BUY 3.04 41 349 7.6 10.2 9.9 3.0 121 5,407 13
SIA SIA SP HOLD 5.37 5.18 (3.5) 6.9 11.6 16.5 37 10.0 15,952 12
Wilmar WIL SP BUY 401 5.50 37.2 8.3 10.1 8.6 5.2 8.6 25,028 0.9
Yangzijiang Shipbldg YZJSGD SP BUY 1.38 1.44 4.3 10.0 8.4 7.6 3.0 17.8 5,452 1.6

Source: Bloomberg, UOB Kay Hian
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STI PE TRADING BAND

)

o EPS growth moderated for 2022 and 2023. Compared to six months ago, we have
moderated our 2022 growth forecast from 22% yoy to 18% yoy for our coverage universe
of the Singapore market, and for 2023 we have lowered it from 9% yoy to 6% yoy. This
takes into account more realistic assumptions regarding the inflationary effects that will
likely impact the market and the economy this year and thus we believe that our earnings
estimates are not overly optimistic.
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¢ Potential downside risk in 2023 earnings could arise if: a) higher-than-expected A II W,
commodity prices, especially oil, throttle the nascent economic recovery, and b) the US
Fed raises interest rates too aggressively to contain inflation and cause a recession as a
result — we note that probability forecasts for recession risks have risen significantly in the

US and EU which will negatively affect Singapore (see chart below).
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CORE EPS GROWTH BY SECTOR (% CHANGE YOY)

STI P/B TRADING BAND

2020 2021 2022E 2023E 2024E [
Aviation n.a. n.a. na. (10.5) (9.3) ’ | .
Finance (29.6) 389 15.1 16.2 7.9 20
Healthcare 11.8 26.0 29.0 (19.8) (13.5) f 130
Land Transport (62.4) 18.2 75.3 11.2 9.5 15 - h ! \M 4 Mean 1.48x
Plantation 215 287 59 (35) 8.4 ! V
Property na. n.a. 76.1 (30.0) 48 10 | 190
REITs (20.3) 26.9 5.8 (2.8) 11 25D
Shipyard/Industrials na. n.a. 37.1 2.3 10.2 05 T U
95 97 99 01 03 05 07 09 11 13 15 17 19 21
Technology (18.4) 4.6 12.3 6.3 9.1
L Source: Bloomberg
Telecommunications (58.1) 94.0 213 74 6.3
Others* (36.8) 9.9 21.1 29.0 73
AGGREGATE GROWTH (66.9) 137.8 18.4 6.2 6.1
Source: UOB Kay Hian
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25% - 250 -
m2022E = 2023E
20% - 225 1
20.0 A
15% - 11.8% 175 A
- = il N
125 -
0
5% 100 -
0% - 75 A
- 50 -
e 25 . : : : : :
10% - India  Indonesia  Thailand China  Malaysia  Singapore
USA  Europe  Japan Australia Singapore Emerging Developed B Range: 2007-present Current
Mkts Mkts
Source: Bloomberg Note: 10th to 90th percentile range from 2007 to present
Source: Bloomberg
SINGAPORE MANUFACTURING AND ELECTRONICS PMI PROBABILITY OF RECESSION IN EU AND US (%)
54 -
Expansion 80 Eurozone
52 A 1 ‘ 70
\ AN % i
50 M\ ) L\MA MY eadina VNS L
\ \j 50 - us
48 0 -
46 - Contraction 30 1 //
44 - 20 1
1 -
42 - 0
1 12 13 14 15 16 17 18 19 20 21 22 0 ' ' ‘ ' '
—— Manufacturing Electronics Nov-21 Jan-22 Mar-22 May-22 Jul-22 Sep-22

Source: Bloomberg Note: Eurozone probability forecast vs US recession probability based on yield curve spread (2Y vs 10Y)
within 12 months

Source: Bloomberg

Refer to last page for important disclosures.




UOBKayHian

Monday, 14 November 2022

Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act’). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.

Refer to last page for important disclosures. 39
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH’s business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; 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, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2022, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com
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