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SINGLE COUNTRIES

SINGAPORE (4.0 STARS — VERY ATTRACTIVE)










Purchasing Managers Index came in at 50.6 in Dec 16, up slightly from 50.2 Nov 16
Electronics sector PMI increased to 51.2 in Dec 16, up from 50.5 in Nov 16
Retail sales rose 1.1% y-o-y in Nov 16, down from a 2.0% y-o-y increase in Oct 16
Retail sales ex-autos fell -2.1% y-o-y in Nov 16, improving from a -0.6% y-o-y in Oct 16
Non-oil domestic exports rose 9.4% y-o-y in Dec 16, extending the 11.5% y-o-y increase in Nov 16
Electronic exports rose 5.7% y-o-y in Dec 16, up from a 3.5% y-o-y increase in Nov 16
CPI remained rose 0.2% y-o-y in Dec 16, improving from a 0.0% y-o-y change in Nov 16
Core CPI rose 1.2% y-o-y in Dec 16, down slightly from the 1.3% y-o-y increase in Nov 16
Industrial production rose 21.3% y-o-y in Dec 16, up from a revised 11.8% increase in Nov 16

MARKET OUTLOOK
The 2017 and 2018 earnings estimate for the Straits Times Index rose 4.6% and 5.6% respectively over the month and as at 27 January 2017, the
earnings of Singapore companies are expected to rise by 4.6% in 2017 before rising by 6.6% in 2018. Singapore banks (34% of the STI) saw their
2017 estimated EPS revised downwards by an average -0.1% over the month; while the next largest sector, the real estate sector (18% of the STI)
saw an average 0.5% upward revision in 2017 estimated EPS. Companies found at the top of the chart in terms of earnings revisions included
Singapore Exchange Ltd and Thai Beverage. While Singapore’s real estate sector still looks to be weak in the near term, real estate companies such
as Global Logistic Properties Ltd and CapitaLand Commercial Trust saw some of the greatest upward revisions in estimated earnings over the
month. Apart from good financial results, Global Logistic Properties holds a portfolio of properties that are largely outside of Singapore and
CapitaLand recently announced a 10.1% increase in DPU for 4Q 2016. Meanwhile, companies found with the largest earnings downward revisions
included REITs Ascendas Real Estate Investment Trust and CapitaLand Mall Trust, as well as Oil & Gas company Sembcorp Industries Ltd.
Based on advance estimates released in early January, the Singapore economy grew 1.8% in 2016, with growth boosted in part by the surprising 4Q
2016 economic growth of 1.8% year-on-year. The quarter’s growth was largely supported by reasonably volatile factors such as the biomedical and
electronics manufacturing clusters. Meanwhile, general manufacturing clusters continued to contract and the construction sector contracted by a
greater -2.8% year-on-year compared to 3Q 2016’s -0.2%. Also, the services sector continued to be weak, with a 0.6% year-on-year growth in the
quarter. At this juncture, given that there have yet to be significant signs indicating robust growth, it remains probable that the city’s growth continues
to be modest in the near term. As of 26 January 2017, growth forecasts for Singapore’s economy stood at a modest 1.5% and 2.0% for 2017 and
2018 respectively.
Singapore’s November retail sales rose 1.1% year-on-year, as it continued to be buoyed by the sales of motor vehicles which surged 17.0% year-onyear. For the month of December 2016, Singapore’s volatile Non-Oil Domestic Exports (NODX) extended its 11.5% year-on-year growth in the
previous month with a 9.4% year-on-year increase, amid an increase in the exports of both electronic and non-electronic products. Headline inflation
came in at 0.2% year-on-year in December 2016, up from November 2016’s 0.0% year-on-year change, and has become the first month in 2 years in
which CPI has posted a year-on-year increase. Yet, inflation can reasonably be expected to rise modestly in 2017, given existing inventories, an
anticipated increase in crude oil output from the US, as well as a weak domestic labour market which would likely cap wage growth. As of 23 January
2017, the MAS and MTI maintained their views that ‘CPI-All Items inflation is projected to pick up to 0.5–1.5% in 2017, from -0.5% in 2016’.
As a whole, the FTSE STI rose by 6.4% in the month as of 27 January 2017. Headwinds for the domestic economy and business revenues, as well
as negative factors affecting business costs, are likely to remain in the near term. Yet, the gradual improvement in oil prices as well as the
government’s offer to provide financial assistance to oil-linked companies could enable the said companies to better meet their debt obligations,
which could provide some support to the struggling Oil & Gas sector as well as the banking sector in the near term. Growth in the real estate sector
would likely be less positive amid an expected slow domestic economic growth and a notable supply of properties expected to come onboard this
year. On current estimates as of 27 January 2017, the Singapore equity market trades at estimated PE ratios of 14.2X and 13.3X for 2017 and 2018
respectively, representing a significant discount to our fair PE estimate of 16.0X for the Singapore market. We think a 4.0 Stars “Very Attractive”
rating on the Singapore equity market continues to be warranted at this juncture.
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