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PositiveOutlook on the Horizon

The Singapore equity market is staging a strong comeback and has become one of the
region’s top performers in 2021. 

The outlook for Singapore’s economy is bright, with the MAS projecting Singapore’s
economic growth to top 6 percent this year, exceeding the upper end of the 4 percent to
6 percent official growth forecast.  

Although Asia faces a bumpy recovery post COVID-19, we see greater upside potential in
the Singapore equity market with tailwinds from Singapore’s robust gross domestic
product (GDP) growth, corporate restructuring and positive sentiment from re-opening.

Globally, a recovery is underway with broad-based expansion since July 2020. The
Organisation for Economic Co-operation and Development (OECD) raised its 2021 global
GDP forecast to 5.8%, the highest since 1973. The faster than expected global recovery
bodes well for Singapore’s open economy. 

Tailwinds from high vaccination rates, robust GDP growth, strong government support
and re-opening optimism have contributed to Singapore equity market outperformance
versus Asian peers. With an added kicker from accelerated corporate restructuring and
attractive valuations relative to regional Asian equities, we see the Singapore market well-
positioned globally in a post-pandemic recovery world.
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Structural GrowthDrivers

Singapore’s long standing competitiveness as a regional hub for finance, wealth
management, commodities trading and manufacturing will continue to serve as
anchors in Singapore’s future growth. Beyond these traditional engines of growth, we
believe that the recent acceleration of restructuring and transformation has opened
our doors to new structural growth drivers. 

Initiatives to recapitalize our local companies and future-proof their businesses by
focusing on growth opportunities in clean energy, digitalization, urbanization and smart
cities will help to generate higher returns in the medium to long term. 

With our in-depth knowledge of the Singapore market and the forces driving its
recovery and growth, we have identified 3 key investment themes to capture the
potential benefits of the major structural trends shaping the Singapore landscape. 
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Key Investment Themes

The LionGlobal Singapore Trust Fund is positioned to ride the recovery with these three
investment themes.

Recovery laggard plays have lagged the broader Singapore market amid a high
vaccination rate and a clear roadmap to domestic re-opening. The Singapore
government expects vaccination rate to hit 80% of the population by early September
2021 and plans to progressively ease restrictions. Comfort Delgro is a direct
beneficiary as our nation progresses towards an endemic state and domestic activities
normalise. With the stock trading below historical average valuation, its risk reward is
compelling. Other re-rating catalysts include value unlocking of Australian assets and
positive updates on rail reform.

Singapore small caps remain a bright spot in the Singapore equity market. The FSTE
ST Catalist Index (FSTICA) is trading at new highs above pre-COVID-19 levels. The FSTICA
is also outperforming the large cap index – Straits Times Index (STI). While the potential
for upside remains, stock selection and managing idiosyncratic risk remain key to
investing in small caps. The LionGlobal Singapore Trust Fund is positioned in selective
small caps with strong growth outlook and trading at attractive valuations. Q&M Dental
and Hour Glass are key stock picks for this theme.
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Corporate restructuring and transformation has accelerated recently, boosting
sentiment in Singapore stocks. Longer term, corporate restructuring can help Singapore
companies consolidate resources and sharpen their focus on growth opportunities.
After years of generating low returns, there is also a sense of urgency in transforming
their businesses into higher asset turnover and asset light business models. These
efforts should position Singapore companies well in the medium future. Sembcorp
Industries, a renewables proxy in Singapore, aims to increase profit contribution of
sustainable solutions from 40% to 70% and return on equity (ROE) to double digit by
2025. We expect further re-rating as the company executes its green transformation
strategy.

FSTICA, pre and post COVID-19

FSTICA/STI relative performance 

Source: Bloomberg, Lion Global Investors. July 2021
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GrowthOpportunities Ahead
Looking ahead, we are positive on Singapore equities over the next 12 to 18 months.
Valuations remain attractive, with price-to-book (P/B) multiple trading at 35% discount to
the Asia Pacific region and dividend yielding at 4% per annum. [1] Amidst the global
economic recovery, re-opening optimism and higher returns post restructuring, we
believe that the Singapore equity market is well positioned to outperform. Accelerating
global growth, the rollout of COVID-19 vaccines, and the re-opening of borders could
drive recovery faster than expected. 

In summary, the LionGlobal Singapore Trust Fund is well positioned to ride the recovery
with recovery laggard plays, Singapore small caps and corporate restructuring themes.
Investors who wish to gain exposure and tap into the recovery and growth opportunities
of the Singapore equity market may consider the LionGlobal Singapore Trust Fund. 

Source: [1] Refinitiv, July 2021

Singapore market well positioned to outperform
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This advertisement or publication has not been reviewed by the Monetary Authority of
Singapore. It is for information only, and is not a recommendation, offer or solicitation
for the purchase or sale of any capital markets products or investments and does not
have regard to your specific investment objectives, financial situation, tax position or
needs. Applications for units in our funds must be made on forms accompanying the
prospectus. You should read the prospectus and Product Highlights Sheet which is
available and may be obtained from Lion Global Investors Limited (“LGI”) or any of its
distributors, consider if a fund is suitable for you and seek such advice from a financial
adviser if necessary, before deciding whether to invest in the fund. Investments in our
funds are not obligations of, deposits in, guaranteed or insured by LGI or any of its
affiliates and are subject to investment risks including the possible loss of the principal
amount invested. The performance of a fund is not guaranteed and the value of units in
a fund and the income accruing to the units, if any, may rise or fall. Past performance, as
well as any predictions, projections, or forecasts are not necessarily indicative of the
future or likely performance of a fund. Any extraordinary performance may be due to
exceptional circumstances which may not be sustainable. Dividend distributions, which
may be either out of income and/or capital, are not guaranteed and subject to LGI’s
discretion. Any such dividend distributions will reduce the available capital for
reinvestment and may result in an immediate decrease in the net asset value of the
fund. Any information (which includes opinions, estimates, graphs, charts, formulae or
devices) is subject to change or correction at any time without notice and is not to be
relied on as advice. You are advised to conduct your own independent assessment and
investigation of the relevance, accuracy, adequacy and reliability of any information
contained herein and no warranty is given and no liability is accepted for any loss arising
directly or indirectly as a result of you acting on such information. The fund may, where
permitted by the prospectus, invest in financial derivative instruments for hedging
purposes or for the purpose of efficient portfolio management. The Fund’s net asset
value may have higher volatility as a result of its narrower investment focus on
a limited geographical market, when compared to funds investing in global or
wider regional markets. LGI, its related companies, their directors and/or employees
may hold units of a fund and be engaged in purchasing or selling units of a fund for
themselves or their clients. The references to any particular company is intended for
illustration purposes only and is not indicative of our intention to invest in such company
or a recommendation to invest in the securities of such company.

Disclaimer
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For more information on the LionGlobal Singapore Trust Fund,
please refer to www.lionglobalinvestors.com
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