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Allianz avoiding emerging markets
despite attractive valuations
By Cai Haoxiang
haoxiang@sph.com.sg
@HaoxiangCaiBT
Hong Kong
DESPITE attractive valuations in
emerging markets, Allianz Global Investors is still staying away, due to
currency uncertainty and a lack of liquidity, said its global strategist Neil
Dwane.
Mr Dwane was speaking after the
asset manager’s senior investors held
an internal meeting in Hong Kong last
week.
“We concluded that we’re going to
stay on the sidelines,” he said, citing
poor price discovery for bonds, difficulties of hedging volatile currency
movements, and a lack of clarity from
governments over budgets.
“We’re not totally convinced that
you’re getting paid for the risk that
you’re running,” he said.
However, with oil prices falling to
new lows and companies cutting
back on oil exploration, it is getting
more probable that prices will recover, Mr Dwane said.
On the other hand, the ongoing
wars in the Middle East, which are difficult to analyse, can also seriously
destabilise oil markets, he said.
“You could have US$100 oil tomorrow morning if something ugly happens in Saudi Arabia, Kuwait, or Iran
. . . You could see many economies
going into recession,” Mr Dwane said.
If oil prices spike, countries such
as Indonesia, for example, that had
used lower oil prices to cut fuel subsidies and redirect money elsewhere to
boost their economies, could no longer do so.
A bright spot in geopolitics in
2016 may be Russia. Mr Dwane noted
the debate over Ukraine, the Crimea
region which Russia annexed in 2014,
was softening. Germany has large investments in Russia and does not
want a return to the Cold War, he
said.
“Europe has always traded with
Russia. (German Chancellor) Angela
Merkel speaks Russian, (Russian president) Vladimir Putin speaks German.
There’s no mistranslation when those
two get together.”

Overall, investors will continue to
find scarce returns in the world, he
said. In this “financial repression” scenario, governments borrow to keep
their economies growing in the hope
that inflation will ease their borrowing costs. However, too much debt in
the world right now is slowing
growth, he said.
Mr Dwane likes companies in the
services sector. Services in Asia are
growing faster than manufacturing,
he said. He likes themes such as
healthcare and pharmaceuticals.
Doug Forsyth, chief investment
officer of US income and growth strategies, said that the entire US high
yield bond sector is oversold.
Yields are now at 9 per cent, with
spreads to Treasuries at seven percentage points, he noted. The market
has been hit by the oil price crash,
worries over the Fed interest rate
hike, and a lack of liquidity.
However, commodity-related issues form just 20 per cent of the US
high yield bond market, while there
are strong companies in the healthcare, telco, consumer, software, and
semiconductor sectors, he said.
In Asia, investors continue to
avoid risk. David Tan, Asia-Pacific
chief investment officer for fixed income, said that he has raised cash levels to 12 per cent in his high yield
fund. Asian high yield bonds are yielding 7.5-8 per cent, he said, noting that
the asset class has a relatively small
exposure to oil and gas, but issuers’
fundamentals are weakening.
Asian investment grade bonds, on
the other hand, are showing improved financial metrics while yielding 4.5 per cent on average, he said.

China property
Mr Tan is “overweight” China property bonds, holding more of them relative to the relevant benchmark index.
He said that the Chinese government
will support the property sector, a
key part of the economy.
While markets have swooned over
fears of Chinese currency depreciation, Raymond Chan, Allianz’s chief
investment officer for Asia-Pacific equities, said that he does not see a
sharp devaluation happening this
year.

“Global growth is very weak and
depreciating is not going to help
much,” he said.
Japan stocks are attractive as companies are returning their sizeable
cash pile to shareholders, spurred on
by corporate governance improvements in the country, Mr Chan said.
In the US, dividend fund manager
Burns McKinney said that he likes low
earnings-multiple, dividend-paying
stocks in the tech, financial services,
and telco sectors.
Mr Dwane, however, thinks US
stocks are expensive. “The concentration of performance into smaller
number of names is not a healthy
sign for the level of the market,” he
said.

European stocks
He prefers European stocks. Europe’s
economy is growing at 2 per cent and
is contributing to the world economy,
while there is some credit growth, he
said. Stocks there are not well-owned,
while a weak euro will make exporters competitive, he said.
Thorsten Winkelmann, a senior
portfolio manager for European equities, likes consumer and health goods
giant Reckitt Benckiser for its underlying earnings growth, software firm
SAP for its successful transition to offering its services on the cloud, and
healthcare company Novo Nordisk
due to increasing demand for its services in managing diabetes. The three
stocks take up, in total, a sixth of his
378 million euro (S$595 million) equity growth fund at end-November.
In the last 12 months, he has
bought an energy and IT distribution
business, a medical device firm that
treats incontinence and intestine-related issues, and a lock maker.
There is a positive momentum in
Europe compared to the US and Japan, he said.
“The ingredients for the economic
environment are still the same, with a
low growth environment globally. Europe is still in a positive mood, not
coming back to trend growth but the
growth rate is still improving . . .
From that angle alone, European equities seem to be a good place to go.”
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Keppel Q4 profit tumbles;
group makes S$230m
Sete Brasil provision
Profit attributable to shareholders drops 44.2%
to S$404.78m while revenue falls 36.8%
By Tan Hwee Hwee
hweetan@sph.com.sg
@HweetanBT
Singapore
KEPPEL Corporation posted a 44.2 per
cent fourth-quarter decline to
S$404.78 million in profit attributable to shareholders, mainly driven
down by a S$230 million provision
for the default risks tied to a
US$4.9 billion rig construction contract with the financially-stricken
Sete Brasil.
Revenue for the three months ended Dec 31, 2015 was down 36.8 per
cent at S$2.48 billion.
The quarter saw “other operating
income” fall to S$32.1 million from
S$359.8 million and profit attributable to non-controlling interests dropping to S$31.8 million from S$298.9
million.
Q4 earnings per share came to
22.3 Singapore cents, down from
39.9 cents a year ago.
Full-year net profit totalled S$1.52
billion, 19.1 per cent lower than for
FY14. Revenue was down by 22 per
cent as the fall in contributions from
offshore and marine (O&M) and infrastructure more than offset the increase from the property and investments business units.
Full-year earnings per share came
to 84 cents, down 19.1 per cent from
the preceding year.
Despite the weaker full-year financial results, group chief executive Loh
Chin Hua said that the company’s
board of directors has proposed a final dividend of 22 cents per share,
keeping in line with the payout ratio
of 40 per cent, which Mr Loh maintained is still sustainable.
Including the interim cash dividend of 12 cents per share distributed in August, the payout for FY2015
will be 34 cents per share.
Mr Loh flagged headwinds from
an unfavourable macro environment

“Drilling may be out
for a while, but there
may be other areas
that could look
interesting, including
potential new markets
like Iran.”
Group chief executive Loh Chin Hua

as a consequence of the plunge in oil
price to below US$30, the meltdown
of the Chinese stock market and uneven recovery in major economies.
In Brazil, Keppel O&M has not
been spared the storm of political
and economic woes besieging the
commodity-driven emerging economy. Keppel O&M has on its order

Fortune Reit posts 13%
jump in FY2015 DPU
By Lee Meixian
leemx@sph.com.sg
@LeeMeixianBT
Singapore
FORTUNE Real Estate Investment
Trust (Fortune Reit) on Thursday reported a distribution per unit (DPU)
of 46.88 Hong Kong cents (8.62 Singapore cents) for its fiscal year ended
Dec 31, 2015.
This was 12.5 per cent higher than
the 41.68 cents paid a year ago. Revenue was 13.7 per cent higher at
HK$1.88 billion, while net property
income also rose 14 per cent to
HK$1.32 billion.
The property trust was helped by
additional income from Laguna Plaza
acquired in January 2015, a strong
portfolio rental reversion rate of 20.3
per cent, as well as “satisfactory” returns from renovations done at
Belvedere Square.
Property operating costs also rose,
but the cost-to-revenue ratio remained stable at 27.5 per cent, it said.
In tandem, income available for
distribution rose 13.3 per cent to
HK$884.6 million. The final DPU of

23.5 HK cents for the six-month period will be paid on Feb 29 on the registers of unitholders as at Feb 5.
Fortune Reit is primary-listed on
the Hong Kong stock exchange and
secondary-listed on Singapore Exchange. It holds a portfolio of 17 retail properties appraised at HK$35.92
billion by Savills as at end-December
2015.
The Reit said its properties continued to grow in a sustainable way
despite the decline in overall Hong
Kong retail sales.
Occupancy rate improved to 98.8
per cent (December 2014: 97.3 per
cent) while passing rent was HK$40
per square foot, up 6.8 per cent year
on year for the original portfolio excluding Laguna Plaza and Nob Hill
Square.
Looking ahead, the Reit said that
its malls, which cater mainly to dayto-day shopping needs, tend to maintain a more resilient performance
when compared to the overall fluctuations of market and economic conditions.
Hong Kong’s economic growth has

book six semi-submersible drilling
units being built at its Brazilian yard
for Sete Brasil, which was reportedly
on the brink of declaring bankruptcy
following a financial meltdown.
In view of the lack of clarity of Sete
Brasil’s financial position – the bankruptcy filing was vetoed by its shareholders hours before Keppel Corp’s
results briefing – Mr Loh said that a
provision of S$230 million has been
made for the semisub projects in Q4.
Mr Loh also acknowledged that
eight of the 15 jack-up rigs expected
to be delivered by Keppel O&M in
FY15 have been deferred to FY16.
“Notwithstanding the vast challenges, Keppel O&M contributed
S$481 million or one third of the
group’s income for the year,” Mr Loh
said. The O&M business unit also
achieved an underlying operating
margin of 17.1 per cent for Q4 and
13.4 per cent for FY15, before the
Sete Brasil provision, according to
Mr Loh.
He also stressed Keppel Corp’s
multi-business strategy as he looks at
steering the conglomerate through
the rough waters.
He maintained that there remains
bright spots even in the troubled
O&M sector. “Drilling may be out for a
while, but there may be other areas
that could look interesting, including
potential new markets like Iran.”
In addition, Keppel O&M chief executive Chow Yew Yuen flagged pockets of demand in “the Caspian,
non-sanction Russia and Mexico”.
Keppel O&M is also getting enquiries for gas-related products including floating storage regasification
units, break-bulk LNG (liquefied natural gas) and gas-fired power barges,
according to Mr Chow.
But he also acknowledged that
“right-sizing” was required to tide
over what looks to be a prolonged
winter. Keppel O&M has already cut
6,000 positions or 17 per cent of its total workforce since January 2015, he
said.
Shares in Keppel Corp closed at
S$4.80 on Thursday, down three
cents.

Fortune Reit
FY15

FY14 Y-O-Y
%
(HK$ MILLION) CHANGE

Gross
revenue

1,882.1 1,655.8 13.7

Net property 1,324.0 1,161.2 14.0
income
Distributable
income

884.6

780.8 13.3

Distribution
per unit (HK¢)

46.88

41.68

slowed, with gross domestic product
up by only 2.3 per cent year on year
in Q3 2015. The value of total retail
sales in Hong Kong fell 3.1 per cent in
the first 11 months of 2015, due to
the sharp decline in tourist spend on
luxury items. These factors are compounded by the anticipation of continued interest-rate hikes.
“Local consumption is expected to
be the main support for the retail market in the near term. The manager remains mindful of the economic uncertainties associated with factors such
as the softening of retail sentiment as
well as the gloomy outlook on global
economic growth,” the manager said.
Units of the Fortune Reit ended 10
HK cents or 1.29 per cent lower at
HK$7.68.

Outgoing CFO of CDL joins Raffles Medical
By Lynette Khoo
lynkhoo@sph.com.sg
@LynetteKhooBT
Singapore
THE outgoing chief financial officer
(CFO) of City Developments Limited
(CDL), Goh Ann Nee, has been appointed the new CFO of Raffles Medical
Group.
In a regulatory filing on Thursday,
the healthcare group said the appointment will take effect from Feb 1.
Ms Goh, 56, will be responsible for
all matters relating to finance, tax,
treasury and investor relations.
“We are delighted that Ann Nee is
joining Raffles. She has considerable
experience as a chief financial officer
in a large diversified public listed
company operating internationally.
We look forward to her contributions
to the organisation and believe that
she will be an asset to Raffles as we expand in Asia,” said Raffles Medical
Group executive chairman Loo Choon
Yong.

On Tuesday, CDL announced that
Ms Goh was resigning from her role to
take up an executive position in a listed company operating in another sector. Her resignation will take effect
from Jan 26. CDL said it has started
an external search for a successor.
Prior to her role in CDL in 2005, Ms
Goh was vice-president (finance) at
CDL’s hotel arm Millennium & Copthorne International. She has also
worked in several multinational companies in her illustrious career in international finance management.
Ms Goh graduated with a Bachelor
of Accountancy from the University
of Glasgow and started her career
with Coopers & Lybrand (now known
as PricewaterhouseCoopers) in London. She subsequently obtained a
Master of Business Administration.
Ms Goh is a member of the Institute of Chartered Accountants in England and Wales, the Institute of Singapore Chartered Accountants and a Fellow Member of CPA Australia.

Ms Goh will be responsible for all
matters relating to finance, tax,
treasury and investor relations at
Raffles Medical
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