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Review:  The STI was up a modest 0.9% in 3Q22. Only a third of the component stocks 
managed to eke out gains. Banks were the outperformers (Figure 1), and so were 
selected cyclicals (Figure 2). REITs bore the brunt of the sell-down (Figure 3). They face 
multiple challenges. Higher interest rates and flat property cap rates translate to 
negative carry from acquisitions, stifling inorganic growth. We also expect refinancing 
costs to spike not just from higher rates but costlier hedging to keep interest rates 

fixed. The ability to maintain DPUs will be a challenge.  
Outlook:  Global growth continues to ease. Most macro indicators are at their lowest 
point since the pandemic began. There are no growth drivers on the horizon. Europe 
is facing a recession under the weight of skyrocketing energy prices. Energy rationing 
during winter could further depress the region. The Fed is intent on slowing the US 

economy with higher interest rates, while China remains gripped in a lockdown. Rising 
interest rates globally will deflate both valuations and earnings. We believe the US 
economy faces a high probability of a recession next year. Most leading indicators are 
flashing red, indicative of a coming recession (Figures 6 and 7). US corporates face the 
trifecta of an appreciating dollar, higher interest rates and rising material costs. And 

made worse by “just too much” inventory. In the past three recessions, earnings 
declined by around 20%. The forecast for 2022 is still mid-teens growth. Singapore's 
corporates are in much better shape, backstopped by a resilient domestic economy 
and rising interest rates bolstering bank margins.  
After major fiscal spending on the pandemic, governments have smaller balance 
sheets to reinvigorate their economies (Figure 8). The UK is trying to spend its way out 
of recession and energy inflation. But the cost is a 20% collapse in its currency (Figure 

9) and surging government bond yields (Figure 10). China appears to be the only 
government with a balance sheet to support its economy and indicators point to an 
economy bottoming out (Figure 11). Another promising sign is the peaking of inflation. 
Headline inflation in the US is highly correlated to commodity prices (Figure 12), which 
have crested. However, it is not time to rejoice. Firstly, the critical core inflation is 
stubbornly high from rising rents (Figure 13) as the housing supply is still constrained. 
Secondly, oil prices are weak following massive selling of US strategic petroleum 

reserves (Figure 14). But that will end in November. Thirdly, for the Fed to pause its 
hiking cycle, core inflation needs to decline meaningfully and sustainably. A condition 
several months away (Figure 15). To address both the global plight of weak economic 
growth and stubborn inflation, capital expenditure needs to be revived. Investments 
will come from more onshoring of manufacturing capacity to buttress supply chains. 
They will also stem from a restoration of energy independence for security and climate 
agendas. Notable sectors that benefit from this in Singapore are semiconductor 
equipment makers and oil and gas vessel yards or owners.  
Recommendation:   We are bearish this quarter. We are stepping out of the casino for 
a coffee break. The typical equity hedge during a bearish phase is bond-like stocks such 

as REITs. But REITs are no longer a shelter with the steep ascent in interest rates. In 
general, a 2% point rise in interest rate requires mid-teens growth in property income 
just to maintain dividends. It is an insurmountable hurdle with accretive acquisitions 
using debt no longer available. To hedge out downside risk, we have added Singapore 
Exchange (SGX) to our model portfolio. We are buying volatility for the coming 

quarter. SGX benefits from rising rates due to its collateral float from member 
balances. On top of that, volatility in the market will drive up trading volumes. Banks 

are still Overweight for us. Variable-rate loans and the low-cost float of CASA deposits 
(current accounts and savings accounts) are rare beneficiaries of steepening interest 
rates. On REITs, we believe a more opportune time to Overweight the sector is early 
next year. Fed hikes at the current pace are not sustainable as we see a recession on 
the horizon. The FOMC’s December meeting could be a pivotal moment for that 
notorious Fed pivot to lowering rates or at least wait and watch. 

3Q22 performance 

Figure 1: Banks were outperformers 

 
Figure 2:   Top gainers during the quarter 

 
Figure 3:  REITs remain under pressure 

 
Figure 4:  Largest decliners  

 

 Source (Fig 1-4): PSR, Bloomberg, 30 Sep 2022 
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Figure 5: Sell-down Asian tech and SREITs 

 
  Source: PSR, Bloomberg  

 

Figure 6: 3rd consecutive month on yield curve inversion  

 
Source: PSR, CEIC 

 Figure 7: CLI has turned negative, pointing to a recession ahead 

 
 Source: PSR, CEIC 

Figure 8:  Government spending already surged from pandemic spend 

Source: PSR, CEIC 

Figure 9:   British pound is down 17% this year 

Source: PSR, CEIC 

Figure 10:   UK bond yields experienced the largest spike in yields  

         
Source: PSR, CEIC 
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Figure 11:   Early signs of improving economic activity 

     
   Source: PSR, CEIC 

Figure 12:   Commodity prices have peaked and will drag down CPI 

 
Source: PSR, CEIC  

Figure 13:  Stubborn rising services due to shelter or housing rent 

Source:  PSR, CEIC 

 

Figure 14: The US selling 1mn bopd since April 2022  

 
Source: PSR, CEIC 

Figure 15: Core inflation far from targeted 2% 

 
Source: PSR, CEIC  

Figure 16:  Singapore valuations at attractive levels 

   
Source: PSR, Bloomberg 
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Phillip Absolute 10 
During the quarter our model portfolio was down 3.8% YoY. Large cap bank and conglomerates 
registered positive gains led by a 12.5% rise in DBS. Our mid-cap stocks were pummelled. Del 
Monte was the worst performer with a 17% drop followed by a 15% decline by Asian PayTV. Del 
Monte's results were weaker than expected due to short-term excess inventory. Nevertheless, 
we expect it normalise and selling price hikes to drive earnings recovery. Asian PayTV suffered 

from the de-rating of bond-like equities and the weak Taiwan dollar.    
 
1Q22 - Add: Del Monte Pacific; Delete: Thai Beverage / 2Q22 - Add: OCBC; Delete: Q & M Dental 
3Q22 - Add: Singtel; Delete: Frasers Centrepoint Trust / 4Q22 - Add: SGX; Delete: Asian PayTV 
 

Strategy commentary: We are bracing the portfolio for further weakness in economic 
conditions made worse by rising interest rates. Bank margins will improve as rates rise and our 

re-opening beneficiaries include ComfortDelgro, Singtel and CapitaLand Ascott. The rest of the 
portfolio enjoy resilient earnings growth, cheap valuations or corporate restructuring catalysts. 
Deletions from our model:  We removed Asian PayTV. Rising interest rates will continue to de-
rate leveraged dividend paying stock (or bond proxies). We added Singapore Exchange to hedge 
out further volatility in the coming quarter. The lack of IPOs and tepid volumes in the equities 

exchange will hurt SGX. Nevertheless, we expect the rise in volatility will push up derivative and 
fixed income volumes.  

Figure 17: Monthly movements 

       
Source: Bloomberg, PSR,  
Performance is for illustration only 
and excludes brokerage fees, 
dividends and monthly rebalancing 
costs. 

Stock commentaries  
Company Comments 

1. Ascott Res.  
Trust  

We believe travel is in the midst of a recovery. Catalysts include the reopening of China and Japan to leisure travel 
and opportunistic divestments at a premium to valuations. 

2. SGX (New) Catalysts include continued growth from new acquisitions and higher treasury income as the higher interest rates 
start to kick in. Volatility in the market could also increase trading and clearing revenue. 

3. DBS With the highest CASA ratio, DBS is the major beneficiary of rising interest rates.  We expect a benign provisioning 
cycle coupled with stable loan growth and a steady increase in NIMs and NII to boost profits. 

4. Del Monte As consumer wallets shrink due to inflation, consumers in the US are relying on more meals prepared at home. It 
benefits Del Monte canned vegetables, fruits and broth categories. 

5. HRnetGroup  With 700 recruiters across the region, the company will benefit from the rise in volume, salaries and expansion into 
new geographies.  

6. OCBC OCBC is our preferred pick amongst the three banks due to attractive valuations, upside in dividend from a 15% CET 
1 and lower provisioning as the Indonesian and Malaysian economies recover. 

7. Singtel The three share price catalysts are the rebound in roaming revenue, recovery in emerging markets and restructuring 
or monetization of assets and mobile holdings. 

8. CDL A pipeline of more than 2,000 units with 1,931 units set to be launched in the next two years to ride the resilient 
Singapore residential market. Another catalyst is the strategic review of its hospitality portfolio, which should narrow 
the discount to RNAV (40% discount). 

9. ComfortDelgro Our proxy to reopening theme with the huge operating leverage and share price is still 40% below pre-pandemic 
levels and net cash balance sheet of S$578mn.  

10. KeppelCorp Re-rating catalyst is obtaining the requisite approvals for the SMM deal, the release of the combined entity 
integration plan and the earlier-than-expected potential upward revision of its capital recycling plan.  

 
Figure 18: Phillip Absolute 10 for 4Q22  

 
Source: Bloomberg, PSR ^ Dividend yields are historical for all stocks 

Absolute STI

10
Jan22 0.0% 4.0%
Feb22 1.1% -0.2%
Mar22 3.7% 5.1%
Apr22 1.4% -1.5%
May22 -3.7% -3.7%
Jun22 -1.4% -4.0%
Jul22 0.7% 3.5%
Aug22 0.1% 0.3%
Sep22 -4.6% -2.8%
Oct22
Nov22
Dec22
YTD -2.9% 0.2%

Out/(Under)perf. -3.1%



 
 

 

 

Page | 5 | PHILLIP SECURITIES RESEARCH (SINGAPORE) 

 

4Q22 OUTLOOK STRATEGY 

 
Contact Information (Research Team) 

Head of Research   Research Admin 
Paul Chew – paulchewkl@phillip.com.sg  Qystina Azli - qystina@phillip.com.sg 
   
Construction | Industrial | Conglomerates Property | REITs Banking & Finance 
Terence Chua – terencechuatl@phillip.com.sg Darren Chan – darrenchanrx@phillip.com.sg Glenn Thum – glennthumjc@phillip.com.sg 
   
Credit Analyst US Technology Analyst (Internet) US Technology Analyst (Software/Services) 
Shawn Sng – shawnsngkh@phillip.com.sg Jonathan Woo – jonathanwookj@phillip.com.sg 

 
Ambrish Shah – amshah@phillipcapital.in 
 

US Technology Analyst (Hardware) Technical Analyst  

Maximilian Koeswoyo – maximilian@phillip.com.sg 
  

Zane Aw – zaneawyx@phillip.com.sg 
 

 

 

Contact Information (Regional Member Companies) 
 

SINGAPORE 
Phillip Securities Pte Ltd 

Raffles City Tower 
250, North Bridge Road #06-00 

Singapore 179101 
Tel +65 6533 6001 
Fax +65 6535 6631 

Website: www.poems.com.sg 

MALAYSIA 
Phillip Capital Management Sdn Bhd 

B-3-6 Block B Level 3 Megan Avenue II, 
No. 12, Jalan Yap Kwan Seng, 50450 

Kuala Lumpur 
Tel +603 2162 8841 
Fax +603 2166 5099 

Website: www.poems.com.my 

HONG KONG 
Phillip Securities (HK) Ltd 

11/F United Centre 95 Queensway 
Hong Kong 

Tel +852 2277 6600 
Fax +852 2868 5307 

Websites: www.phillip.com.hk 

   
JAPAN 

Phillip Securities Japan, Ltd. 

4-2 Nihonbashi Kabuto-cho Chuo-ku,  
Tokyo 103-0026 

Tel +81-3 3666 2101 
Fax +81-3 3666 6090 

Website: www.phillip.co.jp 

INDONESIA 
PT Phillip Securities Indonesia 

ANZ Tower Level 23B, 
Jl Jend Sudirman Kav 33A 
Jakarta 10220 – Indonesia 

Tel +62-21 5790 0800 

Fax +62-21 5790 0809 
Website: www.phillip.co.id 

CHINA 
Phillip Financial Advisory (Shanghai) Co Ltd 

No 550 Yan An East Road, 
Ocean Tower Unit 2318, 

Postal code 200001 
Tel +86-21 5169 9200 

Fax +86-21 6351 2940 
Website: www.phillip.com.cn 

   
THAILAND 

Phillip Securities (Thailand) Public Co. Ltd 
15th Floor, Vorawat Building, 

849 Silom Road, Silom, Bangrak, 
Bangkok 10500 Thailand 

Tel +66-2 6351700 / 22680999 

Fax +66-2 22680921 
Website www.phillip.co.th 

FRANCE 

King & Shaxson Capital Limited 
3rd Floor, 35 Rue de la Bienfaisance 75008 

Paris France 
Tel +33-1 45633100 
Fax +33-1 45636017 

Website: www.kingandshaxson.com 

UNITED KINGDOM 

King & Shaxson Capital Limited 
6th Floor, Candlewick House, 

120 Cannon Street, 
London, EC4N 6AS 

Tel +44-20 7426 5950 

Fax +44-20 7626 1757 
Website: www.kingandshaxson.com 

   
UNITED STATES 

Phillip Capital Inc 
141 W Jackson Blvd Ste 3050 

The Chicago Board of Trade Building 
Chicago, IL 60604 USA 

Tel +1-312 356 9000 
Fax +1-312 356 9005 

Website: www.phillipusa.com 

AUSTRALIA 

Phillip Capital Limited 
Level 10, 330 Collins Street 

Melbourne, Victoria 3000, Australia 
Tel +61-03 8633 9803 

Fax +61-03 8633 9899 
Website: www.phillipcapital.com.au 

CAMBODIA 

Phillip Bank Plc 
Ground Floor of B-Office Centre,#61-64, 

Norodom Blvd Corner Street 306,Sangkat 
Boeung Keng Kang 1, Khan Chamkamorn,  

Phnom Penh, Cambodia 
Tel: 855 (0) 7796 6151/855 (0) 1620 0769 

Website: www.phillipbank.com.kh 
   

INDIA 
PhillipCapital (India) Private Limited 

No.1, 18th Floor, Urmi Estate 
95, Ganpatrao Kadam Marg  

Lower Parel West, Mumbai 400-013 

Maharashtra, India  
Tel: +91-22-2300 2999 / Fax: +91-22-2300 2969 

Website: www.phillipcapital.in 

TURKEY 
PhillipCapital Menkul Degerler 

Dr. Cemil Bengü Cad. Hak Is Merkezi 
No. 2 Kat. 6A Caglayan  
34403 Istanbul, Turkey 

Tel: 0212 296 84 84 
Fax: 0212 233 69 29 

Website: www.phillipcapital.com.tr 

DUBAI 
Phillip Futures DMCC 

Member of the Dubai Gold and  
Commodities Exchange (DGCX) 

Unit No 601, Plot No 58, White Crown Bldg, 

Sheikh Zayed Road, P.O.Box 212291 
Dubai-UAE 

Tel: +971-4-3325052 / Fax: + 971-4-3328895 
    

  
 

 
 

 
 
 
 
 
 
 
 

mailto:paulchewkl@phillip.com.sg
mailto:qystina@phillip.com.sg
mailto:jonathanwookj@phillip.com.sg
mailto:maximilian@phillip.com.sg
mailto:zaneawyx@phillip.com.sg
http://www.poems.com.my/
http://www.phillip.com.hk/
http://www.phillip.co.jp/
http://www.phillip.co.id/
http://www.phillip.com.cn/
http://www.phillip.co.th/
http://www.kingandshaxson.com/
http://www.kingandshaxson.com/
http://www.phillipusa.com/
http://www.phillipcapital.com.au/
http://www.phillipbank.com.kh/
http://www.phillipcapital.in/
http://www.phillipcapital.com.tr/


 
 

 

 

Page | 6 | PHILLIP SECURITIES RESEARCH (SINGAPORE) 

 

4Q22 OUTLOOK STRATEGY 

 
 
 

 
Important Information  

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser’s license 
under the Financial Advisers Act, Chapter 110 in Singapore.  

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitati ons 
may constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in 
whole or in part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the s ender immediately.  

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained 
from public sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or warranty, 
express or implied that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research 
contained in this report is subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research 

made available or to supply any corrections, updates or releases in connection therewith.  

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time 
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