SINGAPORE EQUITIES IN A NEW ERA OF
DE-GLOBALISATION AND GEOPOLITICAL UNCERTAINTY
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The Russian invasion of Ukraine in March 2022 is likely to usher a new period of volatility and
uncertainty in geopolitics. Major reactions have been taken, such as the European Union planning
to jointly issue bonds to finance energy security and defense spending1 in a move that sets the
tone for de-globalisation, protectionism and the re-shoring of supply chains. With territorial
disputes in the South China Sea still simmering, the cementing of allegiances between the United
States of America and its western allies through this crisis in Ukraine could set the stage for
potential geopolitical escalations in time to come.
Amidst uncertainty, Singapore’s standing as a safe haven stands out. As the pre-eminent British
rule of law-based financial hub in the Asian region with a triple-A sovereign rating, Singapore is
well positioned to continue to attract financial flows seeking stability. We can observe this flow
on a few levels:

a. Singapore is a leading hub for wealth management flows, with 25% of Family offices in Asia
located in Singapore compared against 20% of offices located in Hong Kong. Globally, 24%
of Family Office leading professionals rank Singapore as the number one hub for family
offices2.

b. In terms of physical real estate, sales of Good Class Bungalows in Singapore reached a new
high in 2021. According to real estate broker CBRE3, strong sales in this segment was
boosted in part by continued demand from new citizens. This reflects the attractiveness of
Singapore as a destination for long term global wealth willing to store value in the form of
illiquid assets such as real estate.

Source: CBRE Research, March 2022

c. In terms of talent pool, The Straits Times reported on 17 March 2022 that immigration services
firms and international schools have seen an increase in enquiries from expatriates living in
Hong Kong looking to make a transfer to Singapore.

1Source:

Bloomberg, 8 March 2022
Agreaus Group, 2021 “ A Focus on Family Offices in the Asia Pacific”
3Source: The Business Times, 14 March 2022
2Source:

Source: The Straits Times, 17 March 2022
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Banking stocks benefit from rising interest rates. This is because as interest rates rise, bank
earnings increase as they are able to earn more from interest income. As an indication, the
Singapore benchmark 5-year yield has increased from 1.3% to 2.3% over the first quarter of
2022. Over the same time period, the three listed local banks (DBS, OCBC, UOB) have
experienced share price increases of between 8% -20%.
In addition to being beneficiaries of rising interest rates, banks can also benefit from a structural
increase in asset base as Singapore continues to attract financial flows as a safe haven. This
means that the banks can earn fees and interest income across a larger pool of assets, in terms of
higher loan growth as well as increasing wealth management business.
Based on 2021 figures, about half of loan exposure of the three local banks is related to property
and construction. Hence, banks stand to grow their loan books amidst robust demand for
property.

Source: Citigroup, Annual Reports of DBS, UOB and OCBC, March 2022

In addition, banks also stand to benefit from rising wealth management inflows. As seen from the
chart below, wealth management-related fee income amongst the three local banks has been
growing strongly over the past decade.

Source: Citigroup, Annual Reports of DBS, UOB and OCBC, March 2022

As an important component of the Singapore stock market, the banking sector is poised to anchor
the performance of Singapore equities amidst geopolitical uncertainty.
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Disclaimer
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. Investments in the products mentioned herein 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. You may wish to seek advice from a financial adviser
before making a commitment to undertake any investment. In the event that you choose not to seek advice
from a financial adviser, you should consider carefully whether the investment is suitable for you.
The information presented herein is for illustrative purposes only and should not be considered reflective of
any particular security, strategy, or investment product. It represents a general assessment of the markets at
a specific time and is not a guarantee of future performance results or market movement. Any opinions,
projections or forward-looking statements expressed herein or information presented (which includes
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
seek professional advice on them. 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.
References to specific corporations/companies and/or their trademarks are not intended as
recommendations to purchase or sell investments in such corporations/companies nor do they directly or
indirectly express or imply any sponsorship, affiliation, certification, association, approval, connection or
endorsement between any of these corporations/companies and LGI or the products and services of LGI. It
should not be assumed that investment in the securities mentioned was or will be profitable.
This publication is not intended for use by any person other than the intended recipient and may not be
reproduced, distributed or published without prior written consent of LGI. This publication may not be
distributed in any jurisdiction or to any person where such distribution is prohibited (including Canada, Japan,
the United States of America) or to US persons (as such term is defined in Regulation S under the US
Securities Act of 1933).
©Lion Global Investors® Limited (UEN/ Registration No. 198601745D) is a Singapore incorporated
company, and is not related to any asset or fund management entity that is domiciled in Europe or the United
States.
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