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Taking stock: Major themes in the Singapore market
Sectors and stocks we like
Oil & Gas
 Keppel Corp
 Sembcorp Marine
 Mermaid Maritime
Real Estate
 Oxley
 APAC Realty
 Sing Holdings
Early Education
 MindChamps
High-yield STI laggards
 ST Engineering
 Singtel
 ComfortDelGro

Event
Strengthening SGD: On April 13, the Monetary Authority of Singapore (MAS)
moved to normalize Singapore's exchange rate policy, moving away from the
neutral stance it has held since April 2016. In view of the Singapore economy
continuing on a steady expansion path in 2018, the central bank will increase the
slope of the Singdollar's nominal effective exchange rate (NEER) to allow for a
modest and gradual appreciation, but the width of the policy band and the level
at which it is centred will remain unchanged.
We expect the central bank's new stance to be supportive for the Singapore
dollar and we expect continued trade tensions between the United States and
other countries to drive additional fund flows towards the SGD, given
Singapore's status as one of the last few remaining AAA rated sovereigns in the
world. Alongside a cooling down of the Singapore en bloc market, we expect
increased flows into Singapore equities with strong fundamentals and good yield
accretion.
En bloc fever: Still hot? The en bloc fever, which started in May 2017, may lose
its momentum towards the end of 2018. This year was off to a good start, with
en bloc transactions extending its momentum with 20 transactions, totalling
~S$6bn, compared to 28 transactions in 2017, totalling ~S$8bn. We believe the
momentum is likely to continue towards the end of the year before it tapers off
thereafter.
Some of the cooling measures that may dampen the en bloc exuberance include:
(1) the recent increase from 3% to 4% in the buyer’s stamp duty on the marginal
value above S$1mn for residential properties, (2) the sharp increase in
development charges, by an average of 23% (ranging from 12% to 38%,
depending on location), (3) requirements for traffic impact studies before
obtaining approval from the LTA and (4) the increased scrutiny on loan facilities
granted to developers (key covenants, LTV etc.). Furthermore, there is the risk
that the government may tighten the existing cooling measures in light of the
increasing divergence between public and private home prices.
Action
Property transaction volumes to pick up in 2018. While the collective sales
momentum could slow towards the end of the year, we expect overall property
transaction volumes to pick up, with sellers looking for new properties for both
replacement and investments. We also can expect a significant portion of the
S$8bn to flow back into the market via home sales in 2018 and early 2019.
Additionally, we expect home prices to continue its climb, on the back of a
favourable shift in the demand and supply dynamics of the property market.
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Equity markets may also benefit. With the cash windfall from 2017’s en bloc
sales, we expect a portion of it to find its way into Singapore’s equity market.
Thus, we recommend engaging sectors with relatively strong fundamentals and
are likely to benefit from the fund inflows. Sectors we like are oil & gas (Keppel
Corp, Sembcorp Marine, Mermaid Maritime), early education (MindChamps),
property (Oxley, APAC Realty, Sing Holdings) and high-yield STI laggards (ST
Engineering, Singtel, ComfortDelGro).
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Figure 1: Singapore residential property price index (Residential properties – Whole Island)
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Rating

Definition
KGI Securities Research’s recommendations are based on an Absolute Return rating system.

BUY

>10% total return over the next 12 months

HOLD

-10% to +10% total return over the next 12 months

SELL

<-10% total return over the next 12 months

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. You should independently evaluate particular investments and consult
an independent financial adviser before dealing in any securities mentioned in this report.
This report is confidential. This report may not be published, circulated, reproduced or distributed and/or
redistributed in whole or in part by any recipient of this report to any other person without the prior written
consent of KGI Securities. This report is not intended for distribution and/or redistribution, publication to or use
by any person in any jurisdiction outside Singapore or any other jurisdiction as KGI Securities may determine in its
absolute discretion, where the distribution, publication or use of this report would be contrary to applicable law
or would subject KGI Securities 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 KGI
Securities to be reliable. However, KGI Securities makes no representation as to the accuracy or completeness of
such sources or the Information and KGI Securities accepts no liability whatsoever for any loss or damage arising
from the use of or reliance on the Information. KGI Securities and its connected persons may have issued other
reports expressing views different from the Information and all views expressed in all reports of KGI Securities and
its connected persons are subject to change without notice. KGI Securities reserves the right to act upon or use
the Information at any time, including before its publication herein.
Except as otherwise indicated below, (1) KGI Securities, 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) KGI Securities, 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; and (3) the officers, employees and representatives of KGI Securities 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”.)
However, as of the date of this report, neither KGI Securities nor its representative(s) who produced this report
(each a “research analyst”), has any proprietary position or material interest in, and KGI Securities does not make
any market in, the securities which are recommended in this report.
Each research analyst of KGI Securities 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 KGI Securities 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 KGI Securities’ total revenues, a portion of which are generated from KGI Securities’ business of
dealing in securities.
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