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Sheng Siong Group Ltd

Back to revenue growth

SINGAPORE | CONSUMER | 2Q23 RESULTS

= 2Q23 results were within expectations. 1H23 revenue and PATMI were 50%/48% of our
FY23e forecast. Despite record gross margins, PATMI was down 0.4% YoY due to a jump
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BUY (Upgraded)

LAST CLOSE PRICE SGD 1.63
in wages and utilities. FORECAST DIV SGD 0.062
= After four quarters of decline, revenue grew 4.7% YoY in 2Q23. We estimate growth was  TARGET PRICE SGD 1.98
driven by new stores (+3.5% pts) and same-store sales (+1.5% pts). TOTAL RETURN 25.3%
=  New stores, recovery in same-store sales, interest income and higher gross margins will
support earnings. But any improvement will be offset by a jump in operating expenses  COMPANY DATA
led by utilities and wages. Our FY23e expectations are a modest 1.5% earnings growth. zbssmiizG(;ziE Slsigz
No change to our FY23e earnings and target price of $$1.98, pegged to 22x PE, a 10-15% MARKET CAP (usﬁ mn /SGD mn): 1837/'2451
discount to the 5-year historical average of 25x PE. We upgrade to BUY from  s;.wkhiosen): 1.83/1.55
ACCUMULATE due to the recent performance of the share prices. 3M Average Daily T/0 (mn) : 1.64
MAJOR SHAREHOLDERS
Results at a glance S HOLDINGS T00%
SGD mn 2023 2Q22 YoY Comments LIM HOCK CHEE 9.2%
Revenue 3339 3188 4.7% Newstores est. +3.5%, SSS +1.5%, China -0.4% LIMHOCK LENG 8.5%
Gross profit 1023 963 6.2% LIMHOCK ENG 8.0%
Gross Margin  30.6% 30.2% 0.4% Lower raw material cost. PRICE PERFORMANCE (%)
EBITDA 48.5 49.8 -2.5% Higher salary (S54.6mn) /electricity (S$3.4mn). IMTH 3MTH  YTD
PATMI 32.1 323 -04% COMPANY 2 (74 (©7)
Area (sft000s) 613.1 5766 6.3% Sl 22 31 87
DPS (cents) 3.05 3.15 -3.2% Payoutratio maintained at 70%. PRICE VS. STTF
Source: Company, PSR 1.9
1.80 4
The Positives 170
+ Same-store sales back to growth. After four quarters of decline, we estimate same-store 1.0 -
sales rose 1.5% YoY in 2Q23 (1Q23 -3.6% YoY). We believe market share gains and household 1.5
budgets returning to home dining drove the improvement in same-store sales. 1.40
+Gross margins climb to record levels. 2Q23 gross margins rose to a record 30.6%. The -z e s B
drivers to higher margins were leaner inventory relative to peers (especially in fresh  source:Bloomberg, PSR
products) and lower purchasing costs. The supply chain was less disrupted and fuel costs
were falling. Sales contribution from private labels and fresh is relatively stable as a XEYFINANCIALS
Y/EDec(SGDmn)  FY21  FY22 FY23e FY2de
percentage Of sales. Revenue 1,370 1,339 1,378 1,449
EBITDA 207.1 202.0 2141 2205
The Negative PATMI 132.8 1333 1353 1410
- 2Q23 operating expenses jumped 13% YoY. The re-contracting to higher electricity FEPS 8.83 887 9.00 938
expenses and increased wages, caused operating expenses to rise 13% YoY or S$8mn. Opex Ef;’/xx 1?': 1:'1 1?; 11";
to revenue nudged up 1.3% points to 20.1%. Higher wages from the progressive wage model  pps (sap cents) 620 622 620 635
and tight labour conditions will keep fixed costs elevated. An offset will be the lower variable  DpivyYield 3.8% 3.8% 3.8% 3.9%
ROE 33.8% 30.8% 28.6% 27.2%

wages or staff bonus.

Outlook

FY23e will be a year of consolidation due to weaker operating margins as utilities and wages
gap up to a new level. The release of only two new HDB stores was a disappointment. In
FY22, Sheng Siong won three store sites. There were no wins so far so far this year. Growth
in stores for China will remain gradual until human capital builds up as traditional markets
remain the key fresh food channel for households.

Upgrade from ACCUMULATE to BUY with unchanged TP of $$1.98
SSG’s attractive financial metrics include ROE of 28%, dividend yield 3.8% and net cash at
$5289mn (Jun23).

Source: Company, PSR est.

Valuation Method
P/E Multiple @ 22x FY23e

Paul Chew
Head Of Research
paulchewkl@phillip.com.sg
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Income Statement
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Balance Sheet

Y/E Dec, SGD mn FY20 FY21 FY22 FY23e FY24e Y/E Dec, SGD mn FY20 FY21 FY22 FY23e FY24e
Revenue 1,394.0 1,369.8 1,339.5 1,377.7 1,4485 ASSETS
Gross profit 381.9 3933 3935 399.5 418.6 PPE 291.6 302.9 291.6 290.9 271.2
EBITDA 180.1 207.1 202.0 2141 220.5 Others 48.7 79.5 97.3 100.3  105.2
Otherincome 41.2 12.1 17.3 8.0 8.0 Total non-current assets 340.3 382.4 388.9 391.2 376.4
Depreciation & Amortisation (50.6) (51.6) (52.6) (57.7) 56.8 Accounts receivables 19.9 11.6 19.5 21.5 22.6
EBIT 166.1 162.2 162.2 159.0 166.0 Cash 253.9 246.6 275.5 295.7 369.0
Net Finance Inc/(Exp) (1.0) (1.2) 0.9 5.6 5.5 Inventories 77.9 98.4 101.2 107.2 1129
Profit Before Tax 165.1 1610 163.1 164.6 171.5 Total current assets 351.8 356.6 396.2 4245 504.5
Taxation (26.0)  (27.9) (29.4) (28.8) (30.0) Total Assets 692.1 739.0 7851 815.7 880.9
Profit After Tax 139.1 133.1 133.6 135.8 141.5
Non Controlling Interest (0.5) (0.3) (0.3) (0.5) 0.5 LIABILITIES
PATMI 138.7 132.8 133.3 135.3 141.0 Accounts payables 208.1 2124 197.5 174.2 183.4
PATMI - adjusted 138.7 132.8 128.3 135.3 141.0 Lease liabilities 22.4 27.7 33.1 43.1 53.1
Short term loans 15.0 5.0 0.0 0.0 0.0
Others 29.8 25.4 353 35.3 35.3
Total current liabilities 275.2 2705 265.8 252.5 271.8
Lease liabilities 23.1 48.9 62.6 62.6 62.6
Long term loans 15.0 0.0 0.0 0.0 0.0
Per share data (SGD Cents) Others 3.6 3.2 1.5 1.5 1.5
Y/E Dec FY20 FY21 FY22 FY23e FY24e Total non-current liabilities 41.7 52.2 64.1 64.1 64.1
EPS, reported 9.22 8.83 8.87 9.00 9.38 Total Liabilities 317.0 3227 3299 316.7 3359
EPS, adj. 9.22 8.83 8.53 9.00 9.38 EQUITY
DPS 6.50 6.20 6.22 6.20 6.35 Non-controlling interests 2.7 2.9 2.9 3.4 3.9
BVPS 24.77 27.50 30.08 32.96 35.99 Shareholder Equity 372.4 413.4 452.2 495.5 541.1
Valuation Ratios
Cash Flow Y/E Dec FY20 FY21 FY22 FY23e FY24e
Y/E Dec, SGD mn FY20 FY21 FY22 FY23e FY24e P/E (X) 17.7 18.4 19.1 18.1 17.4
CFO P/B (X) 6.6 5.9 5.4 49 4.5
Profit before tax 165.1 161.0 163.1 164.6 171.5 EV/EBITDA (X) 12.4 10.7 10.8 10.1 9.5
Adjustments 51.7 52.2 50.6 52.0 51.3 Dividend Yield 4.0% 3.8% 3.8% 3.8% 3.9%
WC changes 69.6 (7.8) (25.7) (31.2) 24 Growth & Margins
Cash generated from ops 286.4  205.3 188.0 185.4 2252 Growth
Others (12.3)  (32.6) (21.2) (28.8) (30.0) Revenue 40.6% -1.7% -22%  2.9%  5.1%
Cashflow from ops 274.1 172.7 166.8 156.6 195.2 EBITDA 40.5% 15.0% -2.5% 6.0% 3.0%
CFI EBIT 79.4%  -2.4% 0.0% -2.0% 4.4%
CAPEX, net (17.1) (31.4)  (8.6) (20.0)  (2.0) Net profit - adjusted 83.1% -42% -3.4% 15%  4.2%
Others 1.0 1.1 3.7 9.6 6.8 Margins
Cashflow from investments (16.1) (30.3) (5.0) (10.4) 4.8 Gross margin 27.4% 28.7% 29.4% 29.0% 28.9%
CFF EBITDA margin 129% 15.1% 15.1% 15.5% 15.2%
Share issuance, net 0.0 0.0 0.0 0.0 0.0 EBIT margin 11.9% 11.8% 12.1% 11.5% 11.5%
Loans, net of repayments 30.0 (25.0) (5.0) 0.0 0.0 Net profit margin 9.9% 9.7% 10.0% 9.8% 9.7%
Dividends (79.7) (91.7) (94.0) (92.0) (95.5) Key Ratios
Others (31.2) (2.2) (2.6) (4.0) (1.3) ROE 40.4% 33.8% 30.8% 28.6% 27.2%
Cashflow from financing (80.9) (118.9) (101.5) (96.0) (96.8) ROA 22.6% 18.6% 17.5% 16.9%  16.6%
Net change in cash 177.1 23.5 60.3 50.2 103.3
Effects of exchange rates 0.4 0.2 0.5 0.0 0.0 Net Debt/(Cash) -224 -242 -275 -296 -369
CCE, end 2539 246.6 2755 295.7 369.0 Net Gearing (X) Net Cash Net Cash Net Cash NetCash Net Cash

Source: Company, Phillip Securities Research (Singapore) Estimates
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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 orabsence 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"), which is a holder of a financial adviser’s license under the
Financial Advisers Act, Chapter 110 in Singapore.

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations may
constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in whole or in part,
for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in 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 or implied
that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information or Research contained in this report is
subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the information or Research made available or to supply any
corrections, updates or releases in connection therewith.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any time without
prior notice. Past performance of any product referred to in this report is not indicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively or as
authoritative, without further being subject to the recipient’s own independent verification and exercise of judgment. The fact that this report has been made available
constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is suitable or appropriate for
the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant risks and may not 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
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product should not be
considered to be a disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product mentioned in this
report should take into account existing public information, 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 persons
involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and worldwide, including but not limited
to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities), brokerage or securities trading activities. Phillip
Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons
involved in the issuance of this report, may have participated in or invested in transactions with the issuer(s) of the securities mentioned in this report, and may have
performed services for or solicited business from such issuers. Additionally, Phillip Securities Research, or persons associated with or connected to 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
to such companies and investments or related investments, as may be mentioned in this report.

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or persons
involved in the issuance of this report may, from time to time maintain a long or short position in securities referredto herein, or in related futures or options, purchase
or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other compensation in respect of the foregoing. Investments
will be denominated in various currencies including US dollars and Euro and thus will be subject to any fluctuation in exchange rates between US dollars and Euro or
foreign currencies and the currency of your own jurisdiction. Such fluctuations may have an adverse effect on the value, price or income return of the investment.

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers,
directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above or otherwise hold an
interest, 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 Research, including but not limited to its officers, directors,
employees or persons involved in the issuance of this report, which is not reflectedin this report, and Phillip Securities R esearch, or persons associated with or connected
to Phillip Securities Research, including but not limited to its officers, directors, employees or persons involved in the issuance of this report, may, to the extent permitted
by law, have acted upon or used the information prior to or immediately following its publication. Phillip Securities Research, or persons associated with or connected to
Phillip Securities Research, including but not limited its officers, directors, employees or persons involved in the issuance of this report, may have issued other material
thatis inconsistent with, or reach different conclusions from, the contents of this report.

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country where
such distribution, publication, availability or use would be contrary tothe applicable law or regulation or which would subject Phillip Securities Researchto anyregistration
or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

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 mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek advice from a
professional and financial adviser regarding the legal, business, financial, taxand 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 in any of such products.

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip Securities
Research may determine in 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 foreign research house) in Singapore at 250 North Bridge
Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any mattersarising from, or in connection with, the
analyses or reports; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore who is not an accredited investor, expert
investor or institutional investor, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.

Page | 5 | PHILLIP SECURITIES RESEARCH (SINGAPORE)



