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Key Points

e The surprisingly dovish tilt in December’s
FOMC meeting has driven UST yields
lower; S-REITs tend to outperform when
bond yields are stable or trending south —
the latter translates into a wider yield
spread.

o Market volatility is expected to remain
elevated in 2019 amid geopolitical and
policy uncertainties; This is beneficial to
safe-haven assets like S-REITs.

e Adopt a barbell strategy in your portfolio.
Build resilience through income-
generating assets such as Asian dividend
stocks — they have historically
outperformed during periods of elevated
volatility.

Global cross assets
Returns of cross assets around the world

Index Close Overnight  YTD

DJIA 25,169.53 -0.87%  7.90%
S&P 500 2,706.05 -094% 7.95%
NASDAQ 7,28835 -1.18% 9.84%
Stoxx Europe 600  360.08 -1.49%  6.64%
DAX 11,022.02 -2.67% 4.39%
CAC 40 4,985.56 -1.84% 5.39%
FTSE 100 7,093.58 -1.11% 5.43%
MSCI AxJ 641.15 -0.25%  7.47%
Nikkei 225 20,751.28 -0.59%  3.68%
SHCOMP 2,61823  0.00%  4.99%
Hang Seng 27,990.21 0.00%  8.30%
MSCI EM 1,041.97 -0.62% 7.90%
UST 10-yr yield* 2.66 -0.04 -0.03

JGB 10-yr yield* -0.02 0.01 -0.01

Bund 10-yr yield* 0.11 -0.05 -0.13

US HY spread* 4.16 0.16 -1.10

EM spread** 374.33 8.50 -60.28
WTI (USD) 52.64 -2.54%  15.92%
LMEX 2,96530 -035% 5.86%
Gold (USD) 1,310.11 027%  2.15%

Source: Bloomberg
* Changes are in percentage points
** Changes in basis points

Ask ClO: Do Singapore REITs and Asia dividend
stocks add portfolio resilience?

In recent conversations with our clients, we received many interesting questions, and will be
addressing them in a new series of CIO Perspectives, “Ask CIO”. We hope you find this
insightful and enjoyable.

The gyration in risk assets since October 2018 has triggered a broad-based flight to
safety. One beneficiary of this capital flight has been Singapore Real Estate Investment
Trusts (S-REITs). Since the start of the year, S-REITs have rallied 7.2% and outperformed
the domestic equity market by 2.9 percentage points. The outperformance stems from
two factors:

° A dovish Fed: In its December Federal Open Market Committee (FOMC) meeting
statement, the US Federal Reserve removed the phrase “further gradual rises” (on
rates), while emphasising the need to be “patient” when it comes to policy
tightening — given that inflation in general is deemed as “muted”. The surprising
dovish tilt in Fed-speak drove the US Treasury (UST) 10-year yield lower.

Historically, S-REITs tend to outperform when bond yields are stable or trending
south (Figure 1) — the latter would translate into a wider yield spread. At current
levels, S-REITs are yielding ¢.6.2% and this translates to a spread of 4.1% over
the Singapore 10-year yield (Figure 2).

. Heightened volatility: 2019 is expected to be a year of elevated volatility amid
prevailing geopolitical and policy uncertainties. This will be beneficial to safe-
haven assets like S-REITs, which display close correlation with the S&P 500 implied
volatility (Figure 3).

Adopt a barbell strategy in your portfolio: Build resilience by gaining exposure to income-
generating assets. We are also positive on high-dividend-yielding stocks in Asia for their
ability to generate regular and superior cash flows.

Asian dividend stocks have historically outperformed during periods of elevated volatility.
Take the January 1999 to June 2003 period for an instance, the Chicago Board Options
Exchange (CBOE) Volatility Index (VIX) recorded an average of 25.0 and global equities
registered a decrease of 18.4% on a USD net total returns basis. Asian high-dividend
stocks, on the other hand, were up 34.3% during the same period — an outperformance
of 52.6 percentage points (Figure 4).

Similarly, when the VIX Index averaged at 28.2 from June 2008 to December 2011,
global equities lost 16.5% but Asian high-dividend stocks surged 18.2%, outperforming
their global peers by 34.7 percentage points (Figure 5).

Figure 1: A dovish Fed will be positive for Singapore REITs
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Figure 2: The current S-REIT yield at ¢.6.2% translates to a
spread of 4.1% over the Singapore 10-year yield
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Figure 4: Asian high-dividend stocks outperformed global
equities by 52.6 percentage points from January 1999 to
June 2003
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Figure 3: From historical data, S-REITs are likely to benefit
amid elevated volatility in 2019
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Figure 5: Asian high-dividend stocks outperformed global
equities by 34.7 percentage points from June 2008 to
December 2011
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Disclaimers and Important Notice

This information herein is published by DBS Bank Ltd. (“DBS Bank”) and is for information only. This publication is intended for DBS Bank and its subsidiaries or
affiliates (collectively “DBS”) and clients to whom it has been delivered and may not be reproduced, transmitted or communicated to any other person without the
prior written permission of DBS Bank.

This publication is not and does not constitute or form part of any offer, recommendation, invitation or solicitation to you to subscribe to or to enter into any
transaction as described, nor is it calculated to invite or permit the making of offers to the public to subscribe to or enter into any transaction for cash or other
consideration and should not be viewed as such.

The information herein may be incomplete or condensed and it may not include a number of terms and provisions nor does it identify or define all or any of the risks
associated to any actual transaction. Any terms, conditions and opinions contained herein may have been obtained from various sources and neither DBS nor any of
their respective directors or employees (collectively the “DBS Group”) make any warranty, expressed or implied, as to its accuracy or completeness and thus assume
no responsibility of it. The information herein may be subject to further revision, verification and updating and DBS Group undertakes no responsibility thereof.

All figures and amounts stated are for illustration purposes only and shall not bind DBS Group. This publication does not have regard to the specific investment
objectives, financial situation or particular needs of any specific person. Before entering into any transaction to purchase any product mentioned in this publication,
you should take steps to ensure that you understand the transaction and has made an independent assessment of the appropriateness of the transaction in light of
your own objectives and circumstances. In particular, you should read all the relevant documentation pertaining to the product and may wish to seek advice from a
financial or other professional adviser or make such independent investigations as you consider necessary or appropriate for such purposes. If you choose not to do
so, you should consider carefully whether any product mentioned in this publication is suitable for you. DBS Group does not act as an adviser and assumes no
fiduciary responsibility or liability for any consequences, financial or otherwise, arising from any arrangement or entrance into any transaction in reliance on the
information contained herein. In order to build your own independent analysis of any transaction and its consequences, you should consult your own independent
financial, accounting, tax, legal or other competent professional advisors as you deem appropriate to ensure that any assessment you make is suitable for you in light
of your own financial, accounting, tax, and legal constraints and objectives without relying in any way on DBS Group or any position which DBS Group might have
expressed in this document or orally to you in the discussion.

If this publication has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure or error-free as
information could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The sender therefore does not accept liability for any errors
or omissions in the contents of the Information, which may arise as a result of electronic transmission. If verification is required, please request for a hard-copy version.

This publication is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country
or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation.

Dubai International Financial Centre

This publication is distributed by the branch of DBS Bank Ltd operating in the Dubai International Financial Centre (the “DIFC") under the trading name “DBS Vickers
Securities (DIFC Branch)” (“DBS DIFC"), registered with the DIFC Registrar of Companies under number 156 and having its registered office at units 608 - 610, 6th
Floor, Gate Precinct Building 5, PO Box 506538, DIFC, Dubai, United Arab Emirates. DBS DIFC is regulated by the Dubai Financial Services Authority (the “DFSA")
with a DFSA reference number FO00164. For more information on DBS DIFC and its affiliates, please see http://www.dbs.com/ae/our--network/default.page.

If you have received this communication by email, please do not distribute or copy this email. If you believe that you have received this e-mail in error, please inform
the sender or contact us immediately. DBS DIFC reserves the right to monitor and record electronic and telephone communications made by or to its personnel for
regulatory or operational purposes. The security, accuracy and timeliness of electronic communications cannot be assured. While DBS DIFC implements precautions
against viruses, DBS DIFC does not accept any liability for any virus, malware or similar in this email or any attachment.

This publication is provided to you as a Professional Client or Market Counterparty as defined in the DFSA Rulebook Conduct of Business Module (the “COB Module”),
and should not be relied upon by any client which does not meet the criteria to be classified as a Professional Client or Market Counterparty under the DFSA rules.

Hong Kong

This publication is distributed by DBS Bank (Hong Kong) Limited (CE Number: AAL664) (“DBSHK") which is regulated by the Hong Kong Monetary Authority (the
"HKMA") and the Securities and Futures Commission. In Hong Kong, DBS Private Bank is the private banking division of DBS Bank (Hong Kong) Limited.

DBSHK is not the issuer of the research report unless otherwise stated therein. Such research report is distributed on the express understanding that, whilst the
information contained within is believed to be reliable, the information has not been independently verified by DBSHK.

Singapore

This publication is distributed by DBS Bank Ltd (Company Regn. No. 196800306E) (“DBS") which is an Exempt Financial Adviser as defined in the Financial Advisers
Act and regulated by the Monetary Authority of Singapore (the “MAS").

United Kingdom

This publication is distributed by DBS Vickers Securities (UK) Ltd of Paternoster House, 4th Floor, 65 St Paul’'s Churchyard, London EC4M 8AB. ("DBS Vickers UK")
which is authorised and regulated by the Financial Conduct Authority (the “FCA").
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