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COMPANY UPDATE

Singapore Exchange (SGX SP)

1HFY24 Results Preview: FICC Segment To Become Largest Revenue Contributor

We expect SGX to report higher 1HFY24 revenue (+12% yoy) and adjusted PATMI (+12%
yoy), driven by the FICC segment and higher treasury income. Both the cash equities
and equity derivatives segments are poised to underperform as 1HFY24 total securities
traded value and volumes fell respectively. The FICC segment is set to post record-high
revenue driven by robust volumes. With a lack of near-term catalysts, we maintain
HOLD and a lower target price of S$10.42 (S$10.46 previously).

WHAT’S NEW

¢ Singapore Exchange (SGX) is set to release its 1HFY24 results on 1 Feb 24, before the
market opens. We list some factors below that would impact its upcoming results.

Weak securities turnover. For 1HFY24, total securities turnover value fell by 11.9% yoy,
slightly below our expectation. The larger-than-expected yoy drop was largely due to
elevated interest rates suppressing trading velocity, coupled with ongoing global
geopolitical tensions dampening investor sentiment. Also, with SGX’s average clearing
fee expected to be lower yoy, we reckon that this would lead to a 16% yoy fall in THFY24
cash equities trading and clearing (T&C) revenue to around S$75m.

Stable derivatives volume. In line with our expectation, 1HFY?24 total derivatives traded
volumes were slightly higher at 0.8% yoy, backed by record-high volumes from both
commodities (+48.3% yoy) and foreign exchange (+23.8% yoy) derivatives but offset by
lower equity derivatives volumes (-13.6% yoy). Total equity derivatives volume was
largely dragged by SGX’'s FTSE China A50 Index Futures whereby 1HFY24 traded
volumes fell by 9.3% yoy. With average clearing fee expected to stay stable yoy, we
reckon that stronger 1HFY24 T&C revenue from the fixed income, currencies and
commaodities (FICC) segment (+28.8% yoy, +S$31m) would offset the fall in 1HFY24 T&C
revenue from equity derivatives (-14.0% yoy, -S$20m).

Ramp-up in treasury income. We expect 1HFY24 treasury income to surge past pre-
COVID-19 (FY19-20) levels of S$140m, given that the current Fed funds rate of 5.25-
5.50% is double that of FY19-20’s. As a recap, overall treasury income doubled in
2HFY23 to S$92m and we expect 1HFY24 treasury income to surge to around S$130m
for 1HFY24, representing roughly 10% of our FY24 overall revenue estimates.

Higher yoy dividend. As a recap, SGX declared an interim dividend of 16 S cents for
1HFY23 and a final dividend of 16.5 S cents for 2HFY23 respectively, implying a total
FY23 dividend of 32.5 S cents and dividend payout ratio (adjusted earnings) of 69%. The
group had also guided for a mid-single-digit % growth in total dividends per share moving
forward into FY24. Thus, we expect 1HFY24 dividend payout ratio to be around 70% at
17 S cents/share, similar to 1THFY23's 72%. We also expect FY24 total dividends per
share to be at 35 S cents/share, implying a 7% yoy increase in total dividends per share.

KEY FINANCIALS

Year to 30 Jun (S$m) 2022 2023 2024F 2025F 2026F
Net turnover 1,099.0 1,194.4 1,312.5 1,355.8 1,381.2
EBITDA 634.1 687.9 T747.7 761.1 764.5
Operating profit 537.4 589.5 648.6 663.5 667.0
Net profit (rep./act.) 451.4 570.9 543.4 555.8 560.6
Net profit (adj.) 451.4 503.2 543.4 555.8 560.6
EPS (S$ cent) 40.9 455 49.1 50.3 50.7
PE (x) 23.6 21.2 19.6 19.2 19.0
P/B (x) 6.7 6.1 5.5 5.0 4.7
EV/EBITDA (x) 15.8 14.6 134 13.2 13.1
Dividend yield (%) 3.3 34 3.6 3.7 3.8
Net margin (%) 411 47.8 414 41.0 40.6
Net debt/(cash) to equity (%) (1.1) (5.0) (15.4) (24.0) (33.5)
ROE (%) 30.8 35.2 30.4 28.4 26.4
Consensus net profit - - 536 545 561
UOBKH/Consensus (x) - - 1.01 1.02 1.00

Source: Singapore Exchange, Bloomberg, UOB Kay Hian

HOLD

(Maintained)

Share Price S$9.64

Target Price S$$10.42

Upside +8.1%

(Previous TP S$10.46)
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STOCK IMPACT

¢ 1HFY24: Boost from treasury income and FICC. Similar to 2HFY23, we expect higher
yoy 1HFY24 overall revenue and adjusted PATMI (excluding S$47.8m one-off in
1HFY23) of around S$640m (+11% yoy) and S$265m (+12% yoy) respectively, driven by
higher treasury income and strong contributions from the FICC segment. For FY24, we
expect overall revenue (+10% yoy) and adjusted PATMI (+8% yoy) to grow.

Cash equities: Bottoming out. As 1HFY24 total securities traded value fell by 11.9%
yoy, we expect 1HFY24 cash equities’ overall segmental revenue to also drop by 7% yoy
to around S$160m, dragged by lower T&C revenue and average clearing fees as
mentioned earlier. Moving forward, we are still of the view that securities daily average
value (SDAV) and cash equities revenue are likely to bottom out in 1HFY24 before
returning to growth in 2HFY24, in line with expected interest rate cuts which would likely
improve trading velocity.

Equity derivatives: Soft underlying performance. Despite a 13.6% yoy decline in total
equity volumes in FY23, we expect 1HFY24 overall segmental revenue to increase by
6% yoy to S$185m. This is largely due to higher treasury income, offset by lower T&C
revenue (-14% yoy). Moving forward, we opine that total traded volumes growth may
stay muted due to an increasingly uncertain macro-economic outlook that is dampening
investor risk-on sentiment for equities.

FICC: Record-high volumes to drive outperformance. Driven by record-high volumes
for both commodities and foreign exchange, we expect 1HFY24 FICC overall segmental
revenue to surge by 36% yoy to $$210m from higher T&C revenue (+29% yoy) and
treasury income, becoming SGX's largest revenue contributor. Moving forward, we
reckon that revenue from the FICC segment will continue its upward momentum, driven
by China’s reopening and an increasingly uncertain macro-economic outlook.

o Data, connectivity and indices: Stable contributor. We expect 1HFY24 revenue from
this segment to stay relatively stable, growing around 3% yoy.

EARNINGS REVISION/RISK

¢ We make slight downward adjustments to our FY24-26 adjusted PATMI forecasts, on
the back of lower cash equity value and equity derivative volume assumptions. For FY24-
26, we have adjusted our adjusted PATMI estimates to S$543.4m (S$545.0m previously)
and S$$555.8m (S$568.4m previously) and S$560.6m (S$581.9m previously) respectively.

VALUATION/RECOMMENDATION

¢ Maintain HOLD with a slightly lower PE-based target price of $$10.42 (S$10.46
previously), pegged to the same 21x PE multiple, -0.5SD to SGX’s historical forward
mean, to FY24 earnings.

¢ Despite robust growth from the FICC segment, we reckon that there are no near-term
catalysts to justify a higher valuation. Higher treasury income from interest rate hikes has
already started coming through, which we reckon has already been priced in. Despite a
moderate yield of about 3.6%, we like still SGX for its resilient business model that
benefits from the global economic uncertainty but recommend waiting for better entry
points.

TOTAL ANNUAL SECURITIES TRADED VALUE (S$M)

210,000

2HFYIS 1HFY20 2HFY20 1HFY21 2HFY21 1HFY2Z ZHFY22 1HFY23 2HFY23 1HFY24

Source: Singapore Exchange, UOB Kay Hian
ANNUAL TREASURY INCOME (S$M)

141 139

125
15}
I ]
A0 T Yz s

Source: Singapore Exchange, UOB Kay Hian
HALF-YEARLY TREASURY INCOME (S$M)

SEEEEREY

Frag

8

o BENHE &8E8dER8

ANrYz4

20rv21 1iryzz ally 4 11Ivz3 AIY:3

Source: Singapore Exchange, UOB Kay Hian
ANNUAL SEGMENTAL REVENUE BREAKDOWN (S$M)

6000
5000
4000
3000
2000
100.0

00
Fixed Income,
Currencies and
Commodities

Equities - Cash Equities -

Derivatives

Data, Connectivity
and Indices

EFY2L WFY22 BF¥23 ©FY24F WFY2S5F EFY26F

Source: Singapore Exchange, UOB Kay Hian
SGX’S HISTORICAL FORWARD PE

2022 2023 2024

2016 2017 2018 2018 2020 20H
Source: Bloomberg, UOB Kay Hian



UOBKayHian

PROFIT & LOSS
Year to 30 Jun (S$m)
Net turnover

EBITDA

Deprec. & amort.

EBIT

Total other non-operating income
Associate contributions
Pre-tax profit

Tax

Minorities

Net profit

Net profit (adj.)

CASH FLOW

Year to 30 Jun (S$m)
Operating

Pre-tax profit

Tax

Deprec. & amort.

Working capital changes
Non-cash items

Investing

Capex (growth)

Capex (maintenance)
Investments

Proceeds from sale of assets
Others

Financing

Dividend payments
Proceeds from borrowings
Loan repayment
Othersfinterest paid

Net cash inflow (outflow)

Beginning cash & cash equivalent

Changes due to forex impact
Ending cash & cash equivalent

2023
1,194.4
687.9
98.3
589.5
99.8
(15.6)
673.8
(103.3)
03
570.9
503.2

2023
446.7
689.4
(98.9)

98.3
(161.7)
(80.4)
123
(18.1)
(54.3)
(260.9)
3221
235
(432.9)
(344.2)
0.0
(65.7)
(23.)
262

752.2

(1.0)
7713

2024F
1,312.5
74717
99.1
648.6
177
(15.6)
650.7
(107.4)
00
543.4
543.4

2024F
651.6
666.3
(107.4)
99.1
(6.4)
0.0
(75.0)
0.0
(75.0)
0.0
0.0
0.0
(374.0)
(374.0)
0.0
0.0
0.0
202.6
7713
0.0
979.9

2025F
1,355.8
761.1
97.6
663.5
177
(15.6)
665.6
(109.8)
0.0
555.8
555.8

2025F
661.3
681.2
(109.8)
97.6
(7.6)
00
(75.0)
0.0
(75.0)
0.0
0.0
0.0
(384.7)
(384.7)
0.0
0.0
0.0
201.6
979.9
0.0
1,181.5

2026F
1,381.2
7645
976
667.0
200
(15.6)
671.4
(110.8)
0.0
560.6
560.6

2026F
719.1
687.0
(110.8)
976
454
0.0
(75.0)
0.0
(75.0)
0.0
0.0
0.0
(395.4)
(395.4)
0.0
0.0
0.0
248.7
1,181.5
0.0
1,430.2

BALANCE SHEET
Year to 30 Jun (S$m)
Fixed assets

Other LT assets
Cash/ST investment
Other current assets
Total assets

ST debt

Other current liabilities
LT debt

Other LT liabilities
Shareholders' equity
Minority interest

Total liabilities & equity

KEY METRICS
Year to 30 Jun (%)
Profitability
EBITDA margin
Pre-tax margin

Net margin

ROA

ROE

Growth
Turnover
EBITDA
Pre-tax profit
Net profit

Net profit (ad].)
EPS

Leverage

Debt to total capital
Debt to equity

Net debt/(cash) to equity

2023
192.9
1,408.9
7713
1,402.2
3,781.3
351.9
1,286.5
340.0
99.3
1,700.9
2.7
3,781.3

2023

57.6
56.4
47.8
15.0
35.2

8.7
8.5
23.7
26.5
11.5
11.4

28.9
407
.0

2024F
168.9
1,393.4
979.9
1512.0
4,054.2
351.9
1,389.9
340.0
99.3
1,870.2
2.7
4,054.2

2024F

57.0
49.6
414
13.9
30.4

9.9
8.7
(3.4)
(4.8)
8.0
8.0

27.0
370
(15.4)

2025F
146.3
1,377.8
1,181.5
1,552.3
4,257.9
351.9
1,422.6
340.0
99.3
2,041.3
2.7
4,257.9

2025F

56.1
49.1
41.0
13.4
28.4

33
18
2.3
2.3
2.3
2.3

253
33.9
(24.0)

2026F
123.7
1,362.2
1,430.2
1,576.0
4,492.1
351.9
1,491.6
340.0
99.3
2,206.5
2.7
4,492.1

2026F

55.4
48.6
40.6
12.8
26.4

19
0.5
0.9
0.9
0.9
0.9

238
314
(33.5)
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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.
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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.
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