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Growth led by newly acquired businesses

SINGAPORE | FINANCE | 1H22 RESULTS

= 1HFY22 revenue was slightly below our estimates, at 44% of FY22e, while earnings met
our estimates, at 50% of our FY22e. Variance came from lower-than-expected equity and
FICC revenue.

=  FICC and DCI grew 15%/3% YoY, led by newly acquired businesses, BidFX and Scientific
Beta, respectively.

=  Excluding treasury income, revenue was up 6% YoY, lifted by higher trading and clearing
revenues from equity derivatives, currencies,and commodities.

= Lower vyields dragged down equity derivatives treasury income. Equities — Cash &
Derivatives was 5% lower YoY as equity derivatives volumedeclined 4%.

=  Maintain NEUTRAL with unchanged target price of $$10.78. Our TP is pegged to 25x
FY22e P/E, +2SD of its 5-year mean. Catalysts include continued growth from new
acquisitionsand higher treasuryincomeas economic conditions improve.

Results at a glance

(SGD mn) 1H22 1H21 YoY Comments
Fixed Income, Grew mainly due to higher transaction
Currencies & Commodities 1140 99.2 15% volume from BidFX as well as commodity
(FICC) and currency derivatives.
Treasury and other revenue decreased
Equities - Cash & Derivatives  334.5  350.8 -5% mal rjwlyfrom Iowertreaﬁury ncome which
declined due to lower yields from the current
low interest rate environment.
Data, Connectivity & Indices GrF)wTh ‘mai nly due to h‘\gher re\jrenuefrom
731 70.7 3% Scientific Beta and anincreasein data

DCl
(bch) subscription.

¥ 52167 5208 0%
Rose mainly from higher staff costs (due to
the absence of Job Support Scheme and

Total Revenue

OPEX (215.6) (199.3) 8% increasein headcount for BidFX) and
technology expenses (due to higher BidFX
system maintenance and network charges).

Operating profit 259.5 272.6 -5%

Net profit 219.0 240.0 -9%

Source: Company, PSR

The Positives

+ New businesses accelerated growth. Newly acquired BidFX and Scientific Beta contributed
SS40mn, or 8%, to 1H22 revenue, whichis 20% higher YoY. Consequently, FICC and DCI grew
15% and 3% YoY respectively to mitigate Equities - Cash & Derivatives revenue decline. Both
businesses are expected to remain growth engines for SGX, with opportunities from cross-
selling and new client acquisitions on the back of customer access to an enlarged trading
network.

+ Underlying business resilient. Excluding treasury income, revenue grew 6% YoY, lifted by
higher trading and clearing revenues from equity derivatives, currencies, and commodities.
Treasuryand other revenue income dropped as treasuryincome was affected by lower yields
from low interest rates.

+ FTSE China A50 contract showed growth. Despitethe introduction of HKEX’s MSCI China A50
Connect Index in Oct 2021, SGX’s FTSE China A50 contract saw increased volume, with open
interest growing at more than 10% between Oct and Dec 2021. SGX expects trading activity
and open interest of the FTSE China A50 contract to continue growing as the international A-
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KEY FINANCIALS
Y/Elune FY20 FY21 FY22e FY23e
Revenue (SGD mn) 1053 10356 173 1242
EBITDA (SGD mn) 656 625 603 669
NPAT (SGD mm) 472 446 437 479
EPS (Cents) 441 416 425 461
PER. (X) 221 234 229 212
PIBV, (X) 96 84 7.3 71
DPS (Cents) 305 320 320 350
Div Yield 3.1% 3.3% 33% 3.6%
ROE 403%  338% 317%  33.8%

Source:Bloomberg, Company, PSR
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sharemarket expands.

The Negatives

- Lower yields drag equity derivatives treasury income. Equities - Cash & Derivatives was 5%
lower YoY as equity derivatives volume declined 4%. This was mitigated by higher fees per
contract of $51.50 in 1H22, 18% higher YoY and in line with our expectations as introductory
fees in 1H21 tapered off. 1H22 treasury and other revenue declined 46% YoY mainly from lower
treasuryincome, which declined primarily dueto lower yield. Nonetheless, this is expected to
recover with rising interest rates, with SGX’s management mentioning that the low treasury
income is to remain for the following months, with only an uptick expected laterinthe year.

Outlook

Continued development of multi-assets to anchor long-term growth. SGX remains committed
to expanding its suite of products through strategic partnerships and new product
development for newly acquired businesses.

Investing for medium term. SGX has guided FY22 expenses of S$565m-575mn, an 8.6%
increase from FY21 at the mid-point. More than 50% of the increase will be for near-term
investments. These include setting up FX ECN, climate-related initiatives and continued
investments in BidFX and Scientific Beta. However, this guidance includes expenses for
Maxxtrader, which was previously not included in their earlier guidance. With that, SGX
expects FY22 expenses to remain flat or marginally higher compared with FY20’s pre-
acquisition expense of S$475mn.

Rising interest rates. Apart from the banks, SGX is another beneficiary of higher interestrates.
As at 2H21, SGX reported a S$12bn floatfrom collateraland S$72mn of interest income which
represents 13% of FY21 operating profit. Based on our calculations, a 25 basis pointrate hike
would mean an increase of S$30mn in operating profit (or a 6% uplift).

Investment Actions

Maintain NEUTRAL with an unchanged target price of $$10.78. Our target price remains
pegged to +2SD of its 5-year mean or 25x P/E (Figure 2). Catalysts include continued growth
from new acquisitons and higher treasuryincomeas economic conditions improve.

Figure 1: Valuation pegged to 2SD of its 5-year average P/E
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Income Statement

SINGAPORE EXCHANGE LIMITED VIR
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Balance Sheet

Y/E Jun, 5GD mn FY19 FY20 FY21 FY22e FY23e
Operating revenue 910 1,053 1,056 1,173 1,242
Operating expenses (386) (397) (431) (571) (577)
EBITDA 524 656 625 603 665
Depreciation & amortisation (63) (90) (95) (80) (90)
Operating profit 461 566 531 522 575
Other gains/(losses) 13 7 10 10 10
Associates & JVs (2) (2) (4) (1) (3)
Profit before tax 473 571 536 532 582
Tax (82) {99) (91) (95)  (102)
Net profit after tax 391 472 446 437 479
Profit attributable to shareholders 391 472 446 455 493
Per share data (SGD Cents)

Y/E Jun FY19 FY20 FY21 FY22e FY23e
EPS, reported 37 44 42 12 46
DPS 30 31 32 32 35
BVPS 102 102 117 130 138
Payout ratio 82% 69% 7% 75% 76%
Cash Flow

Y/E Jun, SGD mn FY19 FY20 FY21 FY22e FY23e
CFO

Profit before tax and Assoc.8JV 474 573 541 550 598
Depreciation & Amortisation 63 90 a5 80 108
WC changes (46) 23 35 242 (41)
Others 2) 6 17 19 21
Cash generated from ops 490 692 687 890 686
Tax paid (80) (72)  (109) (92)  (100)
Cashflow from ops 410 620 577 798 586
CFL

CAPEX, net (47) (35) (45) (60) (60)
Others (41) (10) (46) 0 0
Cashflow from investments (89) (44) (91) (60) (60)
ﬁ

Loans, net of repayments 0 0 184 (61) 0
Dividends (401) (3210 (342)  (343) (327)
Others (10) (17)  (438) 0 0
Cashflow from financing (411) (338) (5986) (404) (327)
Net change in cash (90) 237 (110) 334 200
CCE, end 667 686 833 1298 1253

Source: Company, PSR
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Y/E Jun, SGD mn FY19 FY20 FY21 FY22e FY23e
ASSETS

PPE 61 51 50 53 52
Software 182 168 166 180 194
Intangible assets 58 108 122 120 118
Goodwill 85 329 541 541 541
Others 169 307 293 293 223
Total non-current assets 555 %3 1,173 1,187 1,128
Accounts receivables 885 758 749 1,286 1,187
Cash 607 847 1,000 1,298 1,253
Securities clearing funds 60 60 60 60 60
Others 25 51 41 41 41
Total current assets 1,577 1,716 1,850 2,685 2,541
Total Assets 2,132 2,679 3,023 3,872 3,670
LIABILITIES

Accounts payables 912 809 868 1,633 1,479
Short term loans 0 0 0 0 0
Others 90 449 362 519 118
Total current liabilities 1,001 1,258 1,230 2,151 1,597
Llease liabilities - 70 51 51 0
Long term loans - - - - -
Others 40 103 108 108 108
Total non-current liabilities 40 172 159 159 108
Total Liabilities 1,041 1430 1,38 2,310 1,705
EQUITY

MNon-controlling interests - 4 4 4 4
Shareholder Equity 1,091 1,249 1,386 1,481 1,433
Valuation Ratios

Y/E Jun FY19 FY20 FY21 FY22e FY23e
P/E (X), ad]. 267 221 234 229 21.2
P/B (X) 95 96 8.4 75 7.1
EV/EBITDA (X), adj. 19.9 159 167 145 13.1
Dividend Yield 3.1% 3.1% 3.3% 3.3% 3.6%
Growth & Margins

Growth

Revenue 7.7% 15.9% 0.3% 11.1% 5.8%
EBITDA 7.8% 25.2% -4.6% -3.6% 10.3%
EBIT 85% 22.9% -6.2% -1.6%  10.0%
Net profit, adj. 7.7% 20.9% -5.6% 2.0% 8.5%
Margins

EBITDA margin 57.5% 575% 623% 59.2% 514%
EBIT margin 50.7% 53.7% 50.3% 445% 46.3%
Net profit margin 43.0% 44.8% 42.2% 38.7% 39.7%
Key Ratios

ROE 35.8% 403% 33.8% 31.7% 33.8%
ROA 18.4% 19.6% 15.6% 13.2% 13.1%
Net Gearing [X) Net Cash Net Cash NetCash  Net Cash
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PSR Rating System

Total Returns Recommendation  Rating
> +20% Buy 1
+5% to +20% Accumulate 2
-5% to +5% Neutral 3
-5% to -20% Reduce 4
<-20% Sell 5

We do not base our recommendations entirely on the above quantitative
return bands. We consider qualitative factors like (but not limited to) a stock's
risk reward profile, market sentiment, recent rate of share price appreciation,
presence or absence of stock price catalysts, and speculative undertones
surrounding the stock, before making our final recommendation
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Important Information

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), whichis a holder of a financial adviser’s license under
the Financial Advisers Act, Chapter110inSingapore.

By receiving or reading this report, you agree to be boundby the terms andlimitations set out below. Any failure to comply withthese 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, dist ributed or published by you in whole or in
part, for any purpose. If you have received this report by mistake, please delete or destroyit, and notify the sender immediately.

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) containedin 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 orimplied
that suchinformationor Researchis accurate, complete or appropriate or should berelied uponas such. Any such information or Research contained inthis reportis
subjectto change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Researchmade available or to supplyany
corrections, updates or releases in connection therewith.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in thisreport are as of the date in dicated and are subject to change at anytime
without prior notice. Past performance of any productreferred toin this report is notindicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investmentadvice. This reportshould not be relied upon exclusively or as
authoritative, without furtherbeing subject tothe recipient’'s ownindependent verification and exercise of judgment. The factthatthis report has been made available
constitutes neithera recommendationto enterintoa particular transaction, nor a representation that any product described in thisreportis suitable or appropriate
for the recipient. Recipients should be aware that manyof the products, which may be describedin this reportinvolve significant risks and maynot be suitable for all
investors, and that any decision to enter into transactions involving such products should not be made, unless all such risks are understood and an independent
determinationhas beenmade that suchtransactions would be appropriate. Any discussion of the risks contained herein with respectto any productshould not be
considered to be a disclosure of all risks or a complete discussion of such risks.

Nothingin this report shall be construed tobe an offer orsolicitation for the purchase or sale of any product. Any decisionto purchase any product mentioned inthis
report should take into account existing publicinformation, including any registered prospectus in respect of such product.

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
personsinvolvedin theissuance of this report, mayprovide anarray of financial services to a large number of corporations inSingapore and worldwide, including but
not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activiti es), brokerage or securities trading activities.
Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited t o its officers, directors, employees or
personsinvolved in theissuance of this report, mayhave participated inor investedin transactions withthe issuer(s) of the securities mentionedin this report,and
may have performed services for or solicited business from suchissuers. Additionally, Phillip Securities Research, or persons associated with or connectedto Phillip
Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may have provided advice or
investment services tosuch companies and investments or related investments, as maybe mentioned inthis report.

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
personsinvolvedin theissuance of this report may, fromtime to time maintain along or short positionin securities referredto herein, orin related futures or options,
purchase orsell, make a marketin, or engage in any other transactioninvolving such securities, and earnbrokerage orother compensation in respect of the foregoing.
Investments will be denominatedin various currencies including US dollars and Euroand thus will be subject to any fluctuati on in exchange rates between US dollars
and Euro or foreign currencies andthe currency of your own jurisdiction. Such fluctuations may have anadverse effect on the value, price orincome retum of the
investment.

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Re search, including but not limited to its
officers, directors, employees or personsinvolved in the issuance of this report, may at any time engagein any of the above activities as set outabove or otherwise
hold aninterest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this report. Accordingly,
information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Re search, including but not limited to its
officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip Securit ies Research, or persons
associated with or connected to Phillip Securities Research, including but not limitedto its officers, di rectors, employees or personsinvolved in the issuance of this
report, may, to the extent permitted by law, have acted uponor used the information prior toor immediately following its publication. Phillip Securities Research, or
persons associated with or connectedto Phillip Securities Research, including but notlimitedits officers, directors, employees or personsinvolved inthe issuanceol
this report, may have issued other material that is inconsistent with, or reach different conclusions from, the contents of this report.

The information, tools and material presented hereinare not directed, intended for distribution toor use by, any personor entity inanyjurisdiction or country where
such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities Research to any
registrationor licensing or other requirement, or penalty for contravention of such requirements within suchjurisdiction.

This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of any
particular person.The products mentionedin this report may notbe suitable for all investors and a person receiving or reading this report should seek advice from a
professional andfinancial adviserregarding the legal, business, financial, tax and other aspects including the suitability of such products, taking into account the specific
investment objectives, financial situation or particular needs of that person, before making a commitment to invest inanyofsuch products.

This reportis notintendedfor distribution, publication to or use by any personin any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities
Research maydeterminein its absolute discretion.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the report contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreignresearchhouse)in Singaporeat250 North
Bridge Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +656533 6001, in respect of any matters arising from, or in connection
with, the analyses or reports; and

(i)  tothe extent that the analysesor reports are deliveredto and intendedto be received byanyperson inSingapore whois not an accredited investor,
expert investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or rep orts.

Page | 6 | PHILLIP SECURITIES RESEARCH (SINGAPORE)



