
 

           

 

 

 

 

 

 

 

 

 

 

 

          

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 
 
 

  

       

Market Commentary     

Persistent inflation concern weighs on US stocks  

• US stocks edged higher in early trading, then turned down later in 

the day. The S&P 500 was flat, the tech-focused Nasdaq Composite 

Index and the Dow Jones Industrial Average both finished less than 

0.1% lower. Several of the year’s high-flying stocks, including Tesla 

and Nvidia, slid in value. 

• The 10-year Treasury yield rose to 1.62% from 1.55% earlier on 

Monday. The 1.6% level is key, according to Instinet, as the yield has 

often fallen from that level recently. Its rise past that point could 

signal that the yield will soon shoot even higher. Its 2021 high was 

1.75%. Higher bond yields make future profits less valuable, putting 

downward pressure on stock valuations. Investor concern helped 

push the US Dollar to a 16-month high against major peers on 

Monday, as its safe-haven status proves appealing in uncertain 

times. 

• Investors are also looking ahead to economic data and political 

events for this week. Tonight, retail sales data will be released. 

Markets expect to see strong consumer demand, but also want to 

see supply chain bottlenecks -- and inflationary pressures -- easing. 

Economists are expecting 1.3% month-over-month growth for 

October, above September’s 0.7% growth. 

• President Joe Biden is expected to meet with Chinese leader Xi 

Jinping virtually today to discuss relations between the two nations.  

• Thursday’s jobless claims report is expected to show more of the 

same; last week’s showed that Americans are retaining their jobs as 

pandemic-related benefits expire. Economists are looking for 

260,000 claims, which would be an improvement from the prior 

result of 267,000.  

• In Europe, the Stoxx 600 index rose 0.3%, building on a record high 

reached last Friday after six consecutive weeks of gains. UK inflation 

data due on Wednesday is expected to show consumer price 

increases hit 3.9% last month, their highest level in a decade.  

• In Asia, China shares traded lower even as economic data beat 

expectations. Retail sales in China rising 4.9% year-on-year in 

October. Industrial output for the month also grew 3.5% as 

compared with a year ago, besting expectations by analysts. Yet, 

the Shanghai composite slipped 0.16% while the Shenzhen 

Component dipped 0.47%. Hong Kong’s Hang Seng index 

managed to climb 0.25% in the final hour of trading. A slump in the 

property market and rising Covid-19 cases indicate the nascent 

recovery isn’t yet on solid ground.  

• Singapore shares began the week on a more upbeat note 

following a positive handover from Wall Street indices last week. 

The benchmark Straits Times Index rose 0.4% to finish at 3,240.58. 

Kaisa hasn't paid 

• The Chinese developer had a total of US$88.4 million of bond 

coupons due last Thursday and Friday. There's now 30 days of 

grace before a default. The company was the first in its industry to 

default on dollar bonds in 2015, and has said it faces 

"unprecedented pressure on its liquidity." 

 

 

 

Singapore Market Statistics     

  Close Net Chg % Chg 

Straits Times Index 3,240.6 12.1 0.4% 

FTSE ST Financials 1,082.6 4.9 0.5% 

FTSE ST REITs 873.3 3.0 0.3% 

FTSE ST Real Estate 839.7 2.9 0.3% 

        

Vol (m) 1,878.6 -383.8 -17.0% 

Turnover (m) 1,068.6 -294.3 -21.6% 

52 week range 2,724.9 - 3,273.5 

Gainers / losers 251 / 207     

        

World Indices       

  Close Chg % Chg 

S&P 500 4,682.8 -0.1 0.0% 

DJI 36,087.5 -12.9 0.0% 

Nasdaq Comp 15,853.9 -7.1 0.0% 

FTSE 100 7,351.9 3.9 0.1% 

STOXX Europe 600 488.4 1.7 0.3% 

        

Nikkei 225 29,776.8 166.8 0.6% 

Hang Seng Index 25,390.9 62.9 0.2% 

SHSE Comp Index 3,533.3 -5.8 -0.2% 

SZSE Comp Index 2,462.4 -4.8 -0.2% 

SHSE SZSE CSI 300 4,882.4 -6.0 -0.1% 

KLCI 1,522.3 -8.9 -0.6% 

JCI 6,616.0 -35.0 -0.5% 

SET 1,638.7 4.8 0.3% 

KOSPI 2,999.5 30.7 1.0% 

TWSE 17,634.5 116.3 0.7% 

        

FX & Commodities       

    Close % Chg 

USDSGD   1.3533 -0.1% 

USDJPY   114.12 -0.2% 

USDCNY   6.383 -0.1% 

USDHKD   7.789 0.0% 

        

WTI Crude USD/bbl. 80.88 0.1% 

Brent USD/bbl. 82.05 -0.1% 

Gold USD/oz. 1,862.8 -0.1% 

Silver USD/oz. 25.06 -1.0% 

        

Source: Bloomberg 
    

 

Morning Call  

16 Nov 2021 

 

MARKET   
PULSE 

 

Please refer to important disclosures at the back of this document. 

  

 



 

 

OCBC Investment Research 

Market Pulse  

16 Nov 2021 

 
  

 

 

 
2 

Research Ideas 

SATS Ltd (SATS SP) - Accelerating capital 

investments 

 
• Non-travel business grew 27% YoY in 2QFY22 

• No interim dividend was declared  

• Capital investment target of SGD1b over the 
next 3 years 

 

2QFY22 results below expectations  

SATS’s 2QFY22 revenue grew 27.2% YoY to 

SGD293.9m, supported by stronger cargo and non-

travel food performances. Despite lower aviation 

volume, revenue for SATS’s Food Solutions segment 

grew 16.8% YoY to SGD163m, as SATS’s strategy to 

expand its non-travel related food business paid off 

during the quarter. Gateway Services also saw a 

growth of 48.4% YoY to SGD130.3m in 2QFY22, 

driven by higher cargo volumes, the resumption of 

cruise ship calls, and the growth in security services. 

Share of associates/JVs turned positive at SGD2.1m 

during the quarter (vs. a loss of SGD12.8m in 

2QFY21). All-in, 2QFY22 PATMI improved from a loss 

of SGD33.2m a year ago to SGD6.8m (+6% QoQ), 

which came in below our expectations. Excluding 

the impact of government relief, core PATMI would 

have recorded a loss of SGD30.1m.  

 

Cargo volume recovered to ~90% of pre-Covid-

19 levels  

On a QoQ basis, SATS’s flights handled improved 

slightly by 2.9% QoQ while passengers handled 

remained flat at 0.9m in 2QFY22. Separately, meals 

served saw a sequential improvement of 3.9% QoQ, 

largely driven by contribution from non-travel food 

business. Cargo demand remained strong which 

grew 8.8% QoQ to 421k tonnes and recovered to 

~90% of pre-Covid-19 levels. 

 

Revenue target of SGD3b in FY25 through capital 

investments  

No dividend was declared, similar to 1HFY21. 

Management guided that SATS needs to be 

profitable and generate positive cash flow without 

government relief before they would consider 

resuming dividend distribution. SATS shared that 

they plan to spend SGD1b of capex and 

investment over the next 3 years to expand its 

business and achieve revenue target of SGD3b in 

FY25 (from SGD1.8b in FY19). SATS aims to 

accelerate food productions in key markets in Asia 

while securing its market leadership in Singapore. 

Assuming a full recovery in aviation, management 

hopes to see the revenue split by travel and non-

 
travel business to be 65% and 35% respectively (vs. 

86%/14% for travel/non-travel in FY19). After  

adjustments, we maintain our fair value estimate at 

SGD4.80.  

 

ESG Updates 

SATS’s ESG rating was upgraded in Feb 2021, 

largely driven by the addition of the new 

Community Relations which helps mitigate risks 

related to community conflict. SATS outperforms its 

peers with lower exposure to risk of accidents as it 

operates in Singapore, where data indicates 

accident rates are low. SATS also has strong health 

and safety policies which are reinforced with audits, 

and certified operation standards. BUY. (Chu Peng) 

 

 

 
 

Sembcorp Industries (SCI SP) - Doubling 

renewables portfolio in China 

 
• Acquiring wind and solar assets for SGD700m 

• Near term headwinds but transforming to 
focus on sustainable solutions 

• Scope for improvement as renewables 
portion rises 

 

Acquiring China wind and solar assets for 

SGD700m  

On 12 November 2021, Sembcorp Industries 

announced that will acquire a 98% interest in a 

portfolio of operational wind and solar PV assets 

from CGN Capital Partners Infrastructure Fund III 

and its affiliates for a consideration (net of external 

debt financing) of about RMB3.3b (SGD700m). 

CGN Capital Partners Infrastructure Fund III is an 

unlisted private equity infrastructure fund focused 

on renewable energy infrastructure assets in China. 

We estimate that the acquisition price at 

~USD2.5m/MW is at a premium considering ~6-7% 

project IRRs and risks related to receivables on 

subsidies. The government subsidy payment 

backlog is about three to four years for the industry, 

but for the last few quarters subsidies have been 

paid more frequently, according to management. 

 

Renewables portfolio in China to double 

The total gross installed capacity of 658MW of the 

portfolio will provide Sembcorp with a scalable 

renewable platform to drive further growth in China. 

Located in energy demand centres Hebei, Henan 
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and Shandong provinces, the assets are 

contracted and are eligible for fixed feed-in tariffs 

under China’s renewable energy policy. With this 

acquisition, Sembcorp’s renewables portfolio in 

China will double in gross capacity to 1,400MW of 

wind and solar assets. More details on the assets to 

be acquired are in Exhibit 1. Completion of the 

acquisition is expected in 1H22, and is subject to 

conditions precedent including regulatory 

approvals. 

 

Near term headwinds but transforming to focus 

on sustainable solutions 

Looking ahead, uncertainties continue to persist 

with regard to the Covid-19 pandemic with the 

potential resurgence of infections globally. The 

underlying performance of the group will also be 

negatively impacted by changes in customer 

profile in the UK and Singapore, as well as loss of 

income from divested assets in Panama and Chile. 

There are potential downside risks in the 

Conventional Energy segment across markets due 

to higher market volatility as well as higher fuel 

costs. In addition, there will be planned 

maintenance shutdowns in Singapore, Myanmar 

and India in 2H21. SCI, however, is transforming its 

portfolio to focus on sustainable solutions. In 1H21, 

78MW of renewable energy capacity was installed. 

About 87MW of capacity is expected to come 

onstream by end of this year. 

 

How big is renewables for SCI currently?  

Currently, about 25% of the group’s total energy is 

in renewables (comprising installed and under 

development capacity), with the remaining 75% in 

thermal. In 2020, about 20% of the group’s bottom-

line was attributed to renewables. Should the 

group be able to execute its renewables strategy, 

the stock may re-rate in the future. We maintain our 

fair value estimate of SGD2.50 on SCI.  

 

ESG updates 

The group’s ESG rating has remained constant 

since Aug 2018, with the company scoring above 

the industry average in the aspect, and lower than 

the industry average for Labour Management and 

Opportunities in Clean Tech. The group still mainly 

relies on thermal sources such as coal and gas, 

which may expose it to compliance risks 

associated with the increasingly stringent carbon 

tax schemes in Singapore. There is potential for 

improvement given the group’s strategy to 

increase its exposure to renewables. BUY. 

(Research Team ) 

 

 

 
 

Farfetch Ltd (FTCH US) - Constructive on 

potentially deeper partnership with Richemont 

 
• Various expanded partnership arrangements 

under discussion between Farfetch and 
Richemont 

• Potential revenue opportunities; further 
validates Farfetch’s business model  

• Maintain FV of USD60 

 

Discussions with Richemont on expansion of 

partnership  

Farfetch has announced that they are in 

discussions with Richemont in relation to a potential 

expansion of their existing Luxury New Retail (LNR) 

strategic partnership. Specifically, the parties are 

discussing several possible options, including 

leveraging the Farfetch Platform Solution (FPS) to 

power Richemont’s maisons and YOOX NET-A-

PORTER (YNAP), the participation of Richemont’s 

maisons in Farfetch’s Marketplace and a minority 

investment in YNAP by Farfetch. In Richemont’s 

press release, we also note that other industry 

players and investors have already indicated their 

interest in investing in YNAP alongside Richemont 

and Farfetch. We understand that Richemont’s 

ultimate objective is for YNAP to be a neutral 

platform, with no controlling shareholders. 

Richemont has also shared that it is looking for 

YNAP to leverage the Farfetch Platform Solutions to 

support its ongoing transition to a hybrid 1P/3P 

business model.   

 

An endorsement of Farfetch’s business model  

In our view, the abovementioned development is 

an encouraging one. Both Richemont and Farfetch 

have already been working closely in building out 

the LNR initiative, and such an expanded 

partnership could accrue benefits as incentives are 

further aligned, help bolster the attractiveness of 

the FPS business, as well as increase inventory 

selection on the Farfetch marketplace. We believe 

that such discussions also further underscore and 

validate the e-concessions luxury marketplace 

model that Farfetch has, and solidifies Farfetch as 

the prememint technology partner in the luxury 

industry. This could also indicate that wholesale 

competitors are going to find it challenging to build 

and/or replicate Farfetch’s model. Apart from 

further revenue accretion, we are constructive on 

the potentially significant unlocking of the luxury 

hardgoods industry to Farfetch, and is even more 

important in China. This is because Richemont owns 
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some of the most renowned and marquee 

hardgoods brands, especially in watches (e.g. 

Piaget, Panerai, Cartier), of which Farfetch only has 

minimal exposure currently.  It will also be difficult 

for other watch competitors to remain off the 

Farfetch platform should the above come to pass. 

While these developments are indeed positive as 

we head into earnings, we acknowledge that 

there is no guarantee the parties will be able to 

reach an agreement on any of the options under 

consideration still. We maintain our estimates and 

FV of USD60 for now. BUY. (Research Team) 

 

 

 
 

Singapore Exchange Ltd (SGX SP) - Staying 

focused on its core strategies 

 
• Long awaited China A50 contract competition 

from HKEx commenced trading from 18th 
October, with HKEx’s market share last 
estimated at ~22%.  

• While near term sentiment should stay subdued 
given the quick start in HKEx’s A50 product, the 
market should continue to expand over time 
and provide growth opportunities to both 
players.  

• Staying focused on its core strategies to 
advance its multi-asset exchange platform, 
widen its partnership network and grow its 
international presence, with the goal to 
increase further diversification of its revenues. 

 

October was a softer month for trading following 

the heightened market volatility in the previous 

quarter triggered by worries over the health of the 

Chinese property market. October’s equities SDAV 

(securities daily average value) of ~SGD1.16bn was 

lower from September’s ~SGD1.23bn. Derivatives 

DDAV (derivatives daily average volume) of 

0.992m was also lower than September’s 1.029m. 

For 4MFY22 (financial year ends in June), equities 

SDAV and DDAV are tracking at ~SGD1.208bn and 

~0.965m respectively.  

 

Two-player market for A50 futures contracts is still 

evolving, SGX has a first mover advantage (15 

years offering the SGX FTSE China A50 contract) 

although HKEx has seen an encouraging start 

Over the past fifteen years of offering the SGX FTSE 

China A50 contract as an offshore risk 

management tool for Chinese equities, the firm has 

emjoyed a first mover advantage which should 

result in some client stickiness, supported by the 

suite of products offered in the SGX ecosystem, 

which include USD-CNH futures and iron ore 

contracts. The long awaited China A50 contract 

competition from HKEx has also commenced 

trading from 18th October, which has resulted in 

HKEx taking market share of about 22% as of 12th 

November. HKEx has waived its trading fee on 

China A50 until June 2022 to encourage take up. 

November will be the first full month following 

HKEX’s China A50 futures trading, but will also 

coincide with Singapore’s rebalancing which will 

see foreign listing inclusion factor increased from  

25% to 50%.  

 

In its recent investor update, SGX’s management 

highlighted that its longer trading hours (opens 

before and closes after other exchanges) and 

relatively narrow screen bid offer spread of ~21bps 

(as of 11th November) has supported many 

investors’ preference for the FTSE A50. Despite 

some market share gains by HKEX for A50, SGX’s 

total volumes has not reduced, which supports its 

view that the overall market pie/total volumes of 

A50 market should continue to expand, providing 

growth opportunities in a two-player market. FTSE is 

reported to be reviewing the possibility of 

expanding the A50 index from 50 to 100 stocks, 

which SGX is not in direct dialogue with FTSE here 

but the firm believes this supports the view that 

there is further room to enhance an already well 

received and liquid product.  

 

Staying focused on executing its core strategies 

to advance its multi-asset exchange platform, 

widen its partnerships and network and grow its 

international presence. In terms of statistics, the 

CEO highlighted last week that China volumes 

have grown by 14% on average over the past five 

years, with almost 100m contracts traded this year. 

CNH volumes have risen almost 20 times during the 

past five years. Revenues of FICC and DCI are now 

a combined ~34% of total revenues in 2021, up 

from 21% in 2016.  

 

Medium term outlook 

SGX continues to focus on building up its non-

equity business and expect it to grow from the 

current rough one-third towards around 50% (FICC 

and DCI around 25% and 15% respectively). 

Foreign exchange business will be one of the 

company’s key growth drivers, following the 

acquisition of BidFX (multi-dealer streaming 

platform), Maxxtrader (complements BidFX with its 

direct streaming capabilities) and establishment of 

ECN (introducing anonymous pools of trading). To 

date, acquisitions are performing in line or slightly 

better than expected. It is currently a meaningful 

plaer in the bond market, and plans to continue to 

form partnerships (be it contracts jointly 

traded/connects etc) and to expand its 
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international presence to upsell to existing clients or 

expand its client base. Cost guidance from three 

months ago for the full year was maintained.  

 

Addressing potential scrip dividend concerns 

The company also addressed some concerns 

around the scrip dividend, highlighting no decision 

has been made but any discount will be limited in 

view of dilution concerns and the need to deliver 

shareholder returns. Investors are expected to still 

have the choice to receive their dividends fully in 

cash, even if scrip were implemented.  

 

Hold rating following share price correction since 

our Sell call on 5th August due to extended 

valuations and concern over potential future 

competition risks to its China FTSE A50 futures 

trading income. As highlighted before, the addition 

of A50 contracts by HKEx serves as an offshore 

alternative product to SGX’s FTSE A50 contract 

(currently its largest equity derivative contract, 

which is estimated to contribute approximately a 

fifth of its FY21 derivative revenues and ~53% of its 

FY21 equity derivative volumes). A decline of ~10% 

in its FTSE China A50 futures volume may have a 

low single digit impact on its total revenue and net 

profit, assuming no promotional pricing, which 

needs to be further assessed. While we see some 

negative implications to SGX on higher competition 

following the launch of HKEX’s product from 18th 

October, over the medium term the addressable 

market should continue to expand and remain 

largeg enough to support growth for two offshore 

China A50 products. SGX is also expected to 

continue mitigating the impact from ongoing 

efforts to diversify its revenue mix and growth 

drivers (e.g. from the FICC division).   

 

ESG updates 

SGX pegs the firm at the top of its industry peers 

and is incorporated in our fair value via a valuation 

premium to its historical average multiple. Its ESG 

rating is driven by a strong governance structure 

and pegs SGX at the top tier amongst global 

industry peers. Key positives include ongoing efforts 

to expand its product suite and market hedging 

activities expected in a sustained low-rate 

environment. The solid rating is driven by the firm’s 

strong governance structure through board 

oversight and positive track record in productivity 

and morale issues, which the firm maintains through 

staff training and employee engagement surveys. 

SGX’s board has an independent majority, 

separate CEO and chairman roles, independent 

chairman and female directors representation. 

Executive pay is also reviewed independently, with 

clawback provisions to curtail governance risks. 

Policies are also in place to pre-empt business 

malpractices.  

First Asian exchange to commit to 1.5°C-aligned 

science-based emission reduction targets – SGX 

has announced in mid July 2021 its commitment to 

a 42% reduction in Scope 2 emissions by FY2031 

from the base as at FY2021 (July 2020 to June 2021), 

pledging to set science-based emissions reduction 

targets that are consistent with keeping global 

warming to 1.5°C above pre-industrial levels. For 

Scope 3 emissions, the company will engage its co-

location data centre supplier for them to set 

science-based targets within five years. The 

commitments are based on the criteria and 

recommendations of the Science Based Targets 

initiative (SBTi-collaboration between CDP, UN 

Global Compact, World Resources Institute/WRI 

and World Wide Fund for Nature/WWF), making 

SGX the first Asian exchange to join Race to Zero 

and Business Ambition for 1.5°C.  SGX will submit its 

verifiable targets to SBTi for validation. Its Scope 1 

emissions(direct emissions from owned/controlled 

sources) are less than 2% of combined Scope 1 & 2 

(indirect from generation of electricity/steam/ 

heating/cooling consumed by reporting company) 

emissions and are excluded fro targets due to 

immateriality. Planned initiatives to achieve the 

Scope 2 reductions include: improving the energy 

efficiency and reducing the carbon intensity of our 

data processing requirements in line with best 

practices, introducing energy-efficient equipment, 

processes and policies, and; purchasing 

Renewable Energy Certificates that meet the 

Scope 2 greenhouse gas (GHG) Protocol quality 

criteria through its subsidiary Energy Market 

Company. HOLD. (Research Team) 

 

 

 
 

Singapore Airlines (SIA SP) - Net loss narrowed 
in 1HFY22 

 
• Net loss narrowed by SGD2.6b 

• Monthly cash burn rate reduced to SGD18m 

• No interim dividend was declared 

 

1HFY22 results broadly in-line  

Singapore Airlines’ (SIA) 1HFY22 results came in 

broadly in-line with our expectations as we expect 

a stronger 2HFY22. Revenue improved 73% YoY to 

SGD2.8b, supported by stronger passenger and 

cargo performances. Passenger flown revenue 

grew 385.8% YoY to SGD598m which was ~20% of its 

pre-Covid-19 levels, while cargo flown revenue 

reached a record high of SGD1.9b on higher cargo 

capacity and loads carried. PATMI remained in loss 

but was narrowed by SGD2.6b YoY to a loss of 

SGD837m in 1HFY22, largely attributable to a 

recovery in international air travel, the absence of 



 

 

OCBC Investment Research 

Market Pulse  

16 Nov 2021 

 
  

 

 

 
6 

fuel hedging ineffectiveness and non-cash items 

e.g. impairment loss. No interim dividend was 

declared as expected, similar to 1HFY21 to 

conserve cash.  

 

Airlines reported lower losses YoY  

All passenger airlines reported lower operating 

losses in 1HFY22 (+72.9% YoY for full-service carrier 

and +47.5% YoY for Scoot), benefitting from 

expanded passenger capacity and network on the 

back of Vaccinated Travel Lanes (VTLs). As of Sep 

2021, SIA resumed network to 65 destinations, up 

from 63 in 1QFY22 and reached 32% of pre-Covid-

19 capacity. SIA plans to reinstate 43% of pre-

Covid-19 passenger capacity and ~50% of pre-

Covid city links or 73 destinations by Dec 2021.  

 

Operating cashflows approaching breakeven 

level  

Cash burn has reduced from SGD100-150m per 

month in 1QFY22 to SGD18m in 2QFY22, which is 

approaching the breakeven level and is likely to 

reduce further as the operating environment 

improves. As of 30 Sep, SIA’s cash stood at 

SGD12.5b. SIA has increased its liquidity by 

SGD21.6b since Apr 2020, on top of SGD2.1b of 

existing committed lines of credit. SIA completed 

the issuance of SGD6.2b of Rights 2021 Mandatory 

Convertible Bonds in Jun 2021 (SIA has used up the 

SGD8.8b raised from the 2020 Rights Issues). 

Management expects the proceeds to last SIA well 

into FY23. 

 

Valuations look rich  

While we see a gradual recovery ahead as 

vaccination rates pick up and the expansion of 

VTLs, SIA is likely to remain in losses for FY22 as the 

daily quota for the VTL scheme (currently at 6k) 

remained significantly lower as compared to  pre-

Covid-19 levels (~53k of visitor arrivals). Valuations 

do not look attractive with forward P/B trading at its 

historical peak levels of 1.4x, ~3 s.d. above its 

historical average of 0.9x. We fine-tune our 

estimates, and consequently, increase our fair 

value estimate from SGD4.90 to SGD5.08 based on 

a P/B multiple of 0.9x. 

 

ESG Updates 

Singapore Airlines (SIA) scores better than its global 

peers in terms of social issues due to its robust 

compensation practices, higher customer 

satisfaction and on-time performance metrics. 

However, SIA’s governance and environment 

scores rank below the industry average. As a state-

owned firm, minority shareholders of SIA may face 

risks of their interests being subsumed by those of 

the Singapore government. While SIA operates a 

relatively young fleet, and has reduced its carbon 

emission intensity by an average of 12% per year, its 

emission intensity still exceeds the industry average. 

However, SIA appears to have stepped up its 

environmental efforts to achieve net zero carbon 

emissions by 2050, with continued investment in 

new generation aircraft, adoption of low-carbon 

technology such as sustainable aviation fuels and 

carbon offsetting. HOLD. (Chu Peng) 

 

 

 
 

Sembcorp Marine (SMM SP) - Likely more 

clarity in 1Q22 

 
• Waiting for updates on potential Keppel 

O&M and Sembcorp Marine combination 

• Continue to expect losses in 2H21 with 
challenges in execution 

• Hopes for more orders in 2022 

 

3Q21 business update 

Sembcorp Marine (SMM) recently provided a 3Q21 

business update. Net gearing was 0.4x as at end 

9M21, after the recent rights issue. According to 

management, order visibility is better, with SMM 

developing more than 10 tender opportunities in 

the Renewable Energy and Gas Solutions segment. 

SMM is also pursuing projects for Process Solutions 

covering FPSOs, FSOs and FPUs. For newbuild rigs 

however, more time is needed before demand 

returns. Orderbook was around SGD1.4b but the 

group hopes to secure more orders in 2022. 

 

Next step: waiting for updates on potential 

combination of Keppel O&M and Sembcorp 

Marine  

Recall that both Sembcorp Marine (SMM) and 

Keppel Corporation had earlier entered into a non-

binding MOU with regards to exclusive negotiations 

with a view to combine Keppel O&M and 

Sembcorp Marine, with the objective of creating 

sustainable value over the long term for 

stakeholders. The Combined Entity is envisaged to 

be a listed entity, and SMM's shareholders will hold 

shares in the Combined Entity, while KEP will 

receive shares in the Combined Entity and a cash 

consideration of up to SGD500m (or a cash 

component with the economic equivalent effect). 

As mentioned in our earlier report, terms of 

combinations are still being discussed; we expect 

more certainty by 1Q22.  

 

Challenges in execution  

Although order visibility has improved, in 2H21, 

however, losses should still continue and may be in 

the range of 1H21. There may be more delays and 

increase in project costs due to delays in 
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equipment deliveries due to border closure in some 

countries, longer lead time due to supply chain 

constraints and labour shortages. Disruption in 

operations due to Covid-19 is likely to lead to cost 

overruns. 

 

The group fares well in labour management and 

governance, but is below industry average for toxic 

emissions & waste as well as opportunities in clean 

tech. We maintain our fair value estimate of 

SGD0.09 on the stock. HOLD. (Research Team) 
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Latest OIR Reports 

No. 
Report 

Date 
Mkt      

Stock / Sector /  

Market 

    

4 
Report Title    

Bloomberg 

Ticker 
Rating 

Fair 

Value 

1 15 Nov 2021 SG  SATS Ltd   Accelerating capital investments  SATS SP BUY SGD 4.80 

2 15 Nov 2021 SG   Sembcorp Industries    
Doubling renewables portfolio in 

China 
  SCI SP BUY SGD 2.50 

3 15 Nov 2021 US  Farfetch Ltd   Constructive on potentially deeper 

partnership with Richemont 
 FTCH US BUY USD 60.00 

4 15 Nov 2021 SG   Singapore Exchange   
Staying focused on its core 

strategies 
  SGX SP HOLD      SGD 10.20 

5 15 Nov 2021 SG  Singapore Airlines   Net loss narrowed in 1HFY22  SIA SP HOLD      SGD 5.08 

6 15 Nov 2021 SG   Sembcorp Marine   Likely more clarity in 1Q22   SMM SP HOLD      SGD 0.09 

7 12 Nov 2021 SG  Frasers Logistics & 

Commercial Trust   
 Sweet valuation uplift  FLT SP BUY SGD 1.71 

8 12 Nov 2021 SG   Singtel    

Encouraging performance with full-

year DPS likely at upper half of 

guidance payout range 

  ST SP BUY SGD 2.98 

9 12 Nov 2021 SG  ComfortDelGro 

Corporation  
 A few recent setbacks  CD SP HOLD      SGD 1.70 

10 12 Nov 2021 HK   AIA Group Ltd     Slower 3Q   1299 HK BUY HKD 120.00 

11 11 Nov 2021 HK  Tencent Holdings   Softer ad outlook; encouraging 

regulatory perspectives 
 700 HK BUY HKD 605.00 

12 11 Nov 2021 HK   Geely Automobile    Investor day highlights   175 HK HOLD      HKD 27.60 

13 10 Nov 2021 SG  Mapletree Logistics 

Trust   
 Stronger appetite for acquisitions  MLT SP BUY SGD 2.10 

14 10 Nov 2021 SG   Genting Singapore   
Looking forward to borders 

reopening 
   GENS SP BUY SGD 0.94 

15 10 Nov 2021 SG  Sino 

Biopharmaceutical Ltd  
 Moving to half yearly reporting  1177 HK BUY HKD 9.10 

16 9 Nov 2021 SG   SIA Engineering    Beneficiary of borders reopening   SIE SP BUY SGD 2.68 

17 9 Nov 2021 HK  Wuxi Biologics   Bullish business update  2269 HK BUY HKD 152.00 

18 9 Nov 2021 CH   China Strategy   

Earnings disappointment overhang; 

focus on those with earnings 

certainty and policy 

  - - - 

19 8 Nov 2021 SG  Venture Corporation  Positive outlook despite supply 

constraints in 3Q21 
  VMS SP BUY SGD 21.07 

20 8 Nov 2021 SG   NetLink NBN Trust   
Look past the accounting 

adjustment 
  NETLINK SP BUY SGD 1.10 

  44503 CH   Midea Group    

Delivering growth despite 

headwinds   

000333 

CH BUY 

CNY 

90.00 
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STI Stocks Sorted by Market Capitalisation (US$m) 

  Code Company 

Price on Mkt 

Cap 

Eqy 

Beta 
  Div Yield (%)   P/E Ratio (x)   Recommendation   

15 Nov 2021 US$m (x)   Hist F1   Hist F1 F2   Buy Hold Sell Total   

1 DBS SP DBS Group Hldgs  SGD 32.19 61,113 1.1   3.2 3.6   13 12 12   15 6 0 21   

2 JM SP Jardine Matheson Hldgs USD 60.07 43,397 0.7   2.9 2.9   87 15 11   2 4 1 7   

3 OCBC SP OCBC SGD 11.87 39,452 1.0   3.4 4.3   12 11 10   17 4 0 21   

4 UOB SP United Overseas Bank  SGD 27.68 34,239 1.1   3.6 4.4   13 12 11   18 1 1 20   

5 ST SP Spore Telecoms  SGD 2.58 31,488 0.9   2.9 4.0   41 19 16   17 2 0 19   

6 WIL SP Wilmar Int'l  SGD 4.35 20,273 0.9   3.2 3.5   12 12 12   13 0 0 13   

7 THBEV SP Thai Beverage SGD 0.73 13,462 1.2   3.1 3.0   19 17 15   17 1 0 18   

8 HKL SP Hongkong Land USD 5.73 13,373 1.0   3.8 3.9   - 13 12   11 2 1 14   

9 CLI SP Capitaland Investment SGD 3.39 13,032 -   - 2.4   - 21 16   11 1 0 12   

10 SIA SP Spore Airlines  SGD 5.39 11,823 1.2   - 0.0   - - 138   0 7 4 11   

11 CICT SP CapitaLand Mall Trust SGD 2.18 10,436 1.2   3.2 4.9   14 20 17   17 2 0 19   

12 AREIT SP Ascendas REIT SGD 3.10 9,613 1.0   5.0 5.1   24 21 18   18 2 0 20   

13 STE SP ST Engrg SGD 3.92 9,028 1.0   3.8 3.8   22 21 21   10 0 2 12   

14 SGX SP Spore Exchange  SGD 9.52 7,531 0.6   3.4 3.5   23 23 21   1 11 4 16   

15 GENS SP Genting Spore SGD 0.83 7,358 1.2   1.2 1.8   36 49 23   9 10 1 20   

16 KEP SP Keppel Corp  SGD 5.31 7,142 0.9   3.6 3.9   29 14 12   11 0 1 12   

17 JCNC SP Jardine Cycle & Carriage SGD 22.79 6,658 1.2   3.0 4.2   14 10 8   3 0 0 3   

18 MLT SP Mapletree Logistics Trust SGD 1.97 6,262 0.9   4.1 4.5   17 22 22   8 7 2 17   

19 MINT SP Mapletree Industrial Trust SGD 2.68 5,270 0.9   4.6 5.1   33 20 19   14 2 0 16   

20 MCT SP Mapletree Commercial Trust SGD 2.12 5,207 1.2   4.2 4.3   21 25 21   8 6 1 15   

21 CIT SP City Developments  SGD 7.20 4,827 1.3   1.1 1.8   - 31 15   16 1 0 17   

22 DFI SP Dairy Farm Int'l Hldgs USD 3.37 4,559 1.0   4.3 3.0   26 29 17   4 5 0 9   

23 UOL SP UOL Group  SGD 7.19 4,488 0.9   2.1 2.4   33 20 16   7 2 0 9   

24 FLT SP Frasers Logistics & Comm Trust SGD 1.52 4,131 1.2   5.1 5.3   7 19 19   10 1 0 11   

25 VMS SP Venture Corp  SGD 19.14 4,111 0.9   3.9 4.0   18 18 16   9 3 1 13   

26 YZJSGD SP Yangzijiang Shipbldg SGD 1.29 3,750 0.9   3.5 3.9   8 8 6   7 1 0 8   

27 SATS SP SATS  SGD 4.10 3,401 1.4   - 0.2   410 100 32   5 3 1 9   

28 KDCREIT SP Keppel DC REIT SGD 2.35 2,979 0.6   4.2 4.3   22 22 21   10 4 0 14   

29 SCI SP Sembcorp Industries SGD 2.04 2,688 0.9   2.9 2.3   8 14 10   9 2 0 11   

30 CD SP ComfortDelGro SGD 1.50 2,403 1.1   2.3 3.4   21 19 15   11 1 0 12   

Source: Bloomberg                                   
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