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DO not bet too much on govern-
ment goodies in Singapore’s 50th
year of independence to boost
the country’s challenging macro
outlook, but listed stocks are
cheap enough anyway to warrant
bargain-hunting, Credit Suisse
said in its 2015 strategy for Singa-
pore.

DBS Group Holdings, Capita-
Land and Noble Group earn the
strongest recommendations
among blue chips from the bro-
ker.

The macro outlook for Singa-
pore in 2015 is not shiny.

“On various metrics (GDP

growth, industrial production,

net exports, retail sales excluding

motor vehicles, visitor arrivals,

inflation/GDP deflator, property

sales and prices) there is a palpa-

ble sense of a slowdown in Singa-

pore,” the broker wrote.

“Weaker property and credit

demand, the oil price decline

and weaker Asean/China growth

can remain overhangs. Growth

in Singapore (if any) can contin-

ue to remain challenged for

some time.”

Given Singapore’s jubilee cele-

brations in the coming year and

the possibility of early elections,

however, there is hope on the

street that the government might
provide a spark in 2015. But Cred-
it Suisse cautioned against bet-
ting too heavily on that scenario.

A rollback of property cooling
measures is unlikely until inter-
est rates rise because of contin-
ued concerns about assets being
over-valued, Credit Suisse said.
The Singapore dollar could po-
tentially be allowed to depreci-
ate, but above-average core infla-
tion, low unemployment and ro-
bust wage growth might discour-
age taking that route.

If the government does in-
crease spending, it will probably
target social goals that will give
modest support to local con-
sumption, Credit Suisse said.

“Policy-makers are only likely
to respond post weakness in data
trends, we believe,” the broker
wrote. “It would have been nice
to have a macro theme to invest
around, but we suspect policy
drivers in Singapore may be
some time away.”

But the good news for equity
investors is that Singapore shares
are not expensive, with returns
on equity close to lows last seen
during the Global Financial Cri-
sis and prices at about the medi-
um-term average multiple of
earnings.

“The Singapore market is
close to the ‘cheapest four’ in our
regional strategist’s list,” Credit
Suisse said.

Singapore could also benefit
as a safe haven market if emerg-
ing markets experience volatility.

And although mergers and ac-
quisitions are expected to remain
a theme in 2015, it might be
more sound to invest based on
earnings growth.

The banks are a “standout”,
with strong earnings growth pros-
pects, steady dividends and po-
tential positives if interest rates
rise in 2015.

But looking from a risk-re-
ward perspective, CapitaMall
Trust, Genting Singapore, Bumi-
tama Agri, First Resources, No-
ble, Neptune Orient Lines and
Keppel Land look the most attrac-
tive, Credit Suisse said.

V
OLATILITY in the off-
shore oil sector and
continued strong sup-
port for the banks pro-
vided the main fea-

tures of interest this week. There
was also support for SingTel, a sud-
den play on the Singapore Ex-
change (SGX) ) – supposedly be-
cause of a “buy” from Goldman
Sachs – and continued recovery in
Singapore Airlines (SIA), the latter a
clear beneficiary of falling oil prices.

The broader market, however,
only saw isolated pockets of activity
that were either driven by news-
flows or movements in oil prices.

The Straits Times Index opened
the week with a 27-point loss, recov-
ered all of this on Tuesday and
Wednesday, then fell back on Thurs-
day before rising 5.43 on Friday to
3,324.13, bringing its net loss for the
five days to 0.26 point.

Throughout all these move-
ments, banks played a pivotal role
in driving the index, particularly on
Friday when DBS’s S$0.30 jump to
S$20.10 almost single-handedly
kept the STI in positive territory.

Maybank Kim Eng was among
the brokers who issued “over-
weight” recommendations on the
banks this week, saying it expects
the banking sector’s re-rating to con-
tinue in 2015 on further earnings de-
liveries.

“Waning interest in oil & gas may
just benefit banks, through sector ro-
tations,” said the broker. “DBS is
our first choice, followed by UOB.
We remain cautious on OCBC over
its ability to extract synergies from
Wing Hang Bank.”

JP Morgan, however, said in a
Dec 11 report that it thinks OCBC is
now the best positioned among Sin-
gapore banks to pursue organic
growth, after its Wing Hang pur-
chase and rights issue.

“We expect the bank to reach an
11 per cent (Tier 1 Capital Ratio)
over the next 4-5 quarters, address-
ing a key investor concern,” said
JPM. “At the same time, 2015 street
EPS forecasts will likely move up as
the profit contribution from Bank of
Ningbo gets factored in, and as on-
going consolidation in WM (wealth
management) leads to better re-
turns in the business.”

JPM’s target price for OCBC is
S$12 based upon a two-stage divi-
dend discount model. “We use a fair
P/BV (price/book value) multiple of
1.47x with a normalised RoE of 12.8
per cent, risk-free rate of 3.5 per
cent, cost of capital of 9.5 per cent
and growth rate of 2.5 per cent,” it
said. OCBC ended the week at
S$10.46.

SIA’s shares have been weak for
most of the year but falling oil prices
have boosted the stock. Although it
dropped S$0.02 on Friday to
S$11.63, its gain for the week was
S$0.65 or 6 per cent.

Among the other reports of inter-
est was Credit Suisse’s Dec 11 Singa-
pore Market Strategy titled “Slowing

but inexpensive”, in which it said
several macro indicators – GDP
growth, net exports, retail sales, visi-
tor arrivals and the consumer price
index – suggest a continued slow-
down for Singapore.

However, CS said the market’s
price/earnings is close to the
long-term average and price/book
is at its lowest since the US
sub-prime crisis and could be in fa-
vour because it is among the cheap-
est in Asia and because of the possi-
bility of it being a safe haven.

“Stocks with earnings growth
should continue to perform. Banks
lead earnings expectations, and
should gain from higher rates,” said
CS.

Macquarie Warrants (MW) said
Macquarie Equities Research (MER)
forecasts 2015 to be a muted year
for the Singapore property sector
with residential prices expected to
fall 10 per cent. “Singapore develop-
ers will have to clear approximately
12,000 units in 2015 and prices will
have to correct by around 10 per
cent, reaching similar levels to 2009
to 2012 average prices,” said MW.

It added that MER’s view is that a
modest economic growth environ-
ment coupled with a gradual rising
rate scenario should see most Reits
trade range-bound after a solid per-
formance in 2014.

“On the other hand, Singapore
developers’ discount to revalued
net asset value (RNAV) should nar-
row (no changes to MER’s RNAV es-
timates) as the market digests de-
clining residential prices in 2015
and looks ahead into 2016,” said
MW.

Seek earnings, don’t rely on govt goodies in 2015: Credit Suisse
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of sporadic activity

GAINERS
BY CENTS

CLOSE UP % 52w high/low

JSH USD 3381 66.9 1.5 3810/3006

DBS Grp 2010 30.0 1.5 2023/1565

DBXT Vietnam US$ 2706 27.5 0.8 3100/2384

DBS Bk 4.7% NCPS 10535 25.0 0.2 10755/10300

JMH USD 5815 21.0 0.3 6460/4934

BY PERCENTAGE

CLOSE % UP 52w high/low

BlueSkyPower 16.9 53.6 5.9 18.5/3.5

Advanced Systems 0.6 50.0 0.2 1.4/0.4

Sinotel Tech 5.9 40.5 1.7 9.6/4

OLS W170825 0.4 33.3 0.1 0.5/0.2

LH 0.5 25.0 0.1 0.9/0.3

LOSERS
BY CENTS

CLOSE DOWN % 52w high/low

SPDR S&P500 US$ 20324 -362.0 -1.3 20806/17422

DBXT MSEurope US$ 5628 -289.8 -3.8 6492/5366

DBXT MSJAP US$ 4536 -111.5 -1.8 4814/4260

DBXT MSAsExJp US$ 3508 -81.3 -1.7 3808/2802

IS MS Idia S$D 975 -51.0 -5.0 1030/739

BY PERCENTAGE

CLOSE % DOWN 52w high/low

InterraResW151208 0.7 -58.8 -1.0 1.7/0.3

Darco Water Tech 2.5 -34.2 -1.3 5.5/2.3

Next-Gen Sat 0.2 -33.3 -0.1 0.7/0.2

NKY 19000MBeCW150313 6.3 -25.9 -2.2 8.5/5.9

ISR Capital 2.1 -22.2 -0.6 12/2.1

MOST ACTIVE

VOLUME

Keppel DC Reit 105,000,000

Mirach Energy 91,177,000

SIIC Environment 81,299,000

Golden Agri-Res 51,509,000

OLS Enterprise 43,391,000

 Market volume 1,416,607,000

  VALUE ($)

DBS Grp 103,266,487

Keppel DC Reit 101,455,690

SingTel 59,947,165

Keppel Corp 55,944,775

Global Logistic 51,455,202

 Market value  1,081,342,000

Macquarie Equities Research
forecasts 2015 to be a muted year
for the Singapore property sector
with residential prices expected
to fall 10 per cent.
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