Zixin Group Holdings

New source of revenue .... Waste

SINGAPORE| CONSUMER | UPDATE

e  Zixin is unveiling iate a new revenue stream by converting agricultural waste into one of
the feedstocks for animal feed. It has secured its first order valued at RMB 3.24mn (c.
SGD 0.61mn) from a local chicken poultry breeder farm in Liancheng County.

e We expect growth in this new revenue stream to accelerate, potentially achieving sales
revenue of c.RMB30mn in FY26e as the fermentation plant operator and animal feed
manufacturer, outsourced by Zixin, commence commercial production. With a higher-
than-market rate margin of c.20%, we expect PATMI to increase by c.RMB500k.

e  Zixin has successfully integrated waste conversion to complete its operational ecosystem,
from cultivation to the reuse of byproducts—creating a self-sustaining circular business
model. We reiterate the BUY recommendation with an unchanged DCF-TP of $$0.056 and
no change in our forecast. Net cash of RMB136.2mn (S$25mn) is 40% of its market
capitalization. Zixin is leveraging the Chinese government’s urban rejuvenation initiative
to address high youth unemployment and subdued domestic consumption by creating
more job opportunities. Additionally, China's increasing focus on food security, aimed at
reducing dependence on soybean imports, has boosted the demand for sweet potatoes
as an alternative feedstock for soymeal and corn in animal feeds. This alignment with
national priorities positions Zixin to benefit from policy-driven economic support and
growing market demand.

Update on the new revenue stream — Animal feed

Zixin is tapping into a new revenue stream by transforming agricultural waste, such as sweet
potato peels, stems, and leaves, into feedstock for animal feed. The company recently
secured its first order, valued at RMB 3.24mn (c.SGD 0.61mn), from a chicken poultry breeder
farm in Liancheng County. This initial order was secured after a two-month trial feeding
period, during which specific parameters were evaluated, including the weight, appearance,
health, size, meat texture, and taste of chickens fed with standard poultry feed compared to
those fed with Zixin’s product (probiotic-infused fermented sweet potato peel waste). Larger
orders for chicken feed are expected from this customer or related clients upon the successful
completion of the trial test.

Zixin estimates that incorporating its proprietary probiotic formula into the feedstock will
reduce breeding time by about 10% (from six months to five months). The formula is designed
to eliminate residual hormones and antibiotics in livestock, improving survival rates and
enhancing meat quality. The Chinese government has introduced stringent regulations on
antibiotic usage, aiming for at least 65% of poultry breeder farms in China to comply with
these standards by 2030. As a result, we anticipate strong future demand for Zixin's
proprietary probiotic formula.

The order of 1,080 tonnes of feedstock will require ¢.5,400 tonnes of sweet potato peel waste.
Zixin will supply C.65% of the waste required (c.3,500 tonnes of this waste at minimal cost).
In comparison, the remaining c.35% (1,900 tonnes) will be sourced from other farmers or food
processing facilities within Liancheng County from the county’s designated agricultural waste
collector. With the ability to transform sweet potato peel waste into feedstock for animal
feeds, Zixin will be able to source the peel waste directly from cooperatives that provide
peeling services for the sweet potato harvests from the group’s contractual farmland.

Currently, Zixin utilizes only sweet potato peels as the raw material for animal feed
production. Each acre(mu) of farmland is estimated to yield 3 tons of sweet potatoes, with
€.25% of the waste peels convertible into animal feed. However, revenue has been
constrained due to the limited supply of free and wasted peels, requiring Zixin to outsource
collection of additional raw materials from third parties at a cost.
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With the introduction of sweet potato stems as a feedstock in FY26e, we anticipate significant
growth in sales. An acre (mu) of farmland can yield up to eight times more sweet potato stems
than peels, providing Zixin with an opportunity to scale its production and expand into other
livestock sectors, such as pig farming. This marks a turning point for the company, positioning
its animal feed segment as a key growth driver which is anticipated to account for more than
30% of the group’s total revenue in FY28e.

We expect the customer base to expand rapidly in the upcoming financial year, with projected
sales reaching approximately RMB 30mn. Given a margin of around 20%, which exceeds
industry norms, we estimate a PATMI increase of approximately RMB 500k in FY26e.

Description of the value chain with the introduction of animal feed production

Zixin operates an integrated industrial business model that maximizes resource utilization
across the agricultural ecosystem. The company leases 200,001m? of land for cultivating its
proprietary sweet potato seedlings, which are primarily provided to agricultural cooperatives
for planting and selling the excess to other farmers. Zixin also entrusts 5.5mn m? of contracted
farmlands to these cooperatives, offering free seedlings and cultivation techniques. In return,
the farmers sell their harvest to Zixin at pre-agreed prices, ensuring a steady supply of high-
quality sweet potatoes. Premium-grade sweet potatoes are sold as fresh produce, while
lower-grade harvests are processed into their own branded or OEM sweet potato products
for other brands, such as Three Squirrels. Agricultural byproducts generated before and
during the process, including peels, stems, and leaves, are collected and fermented. Zixin then
incorporates its proprietary probiotics into the byproducts, transforming them into nutrient-
rich feedstock to be used in poultry and livestock animal feeds that potentially enhance meat
quality and reduce livestock breeding time. By incorporating the final step into its business
model, Zixin has successfully created a self-sustained ecosystem. This positions the company
to replicate its business model beyond Liancheng, expanding to cities like Hainan, leveraging
on the scalability to drive profit growth.

Maintain BUY with an unchanged TP of $$0.056
We reiterate our BUY recommendation with an unchanged DCF-TP of $$0.056. Zixin currently
holds net cash of RMB136.2mn (S$25mn), 40% of its market capitalization.
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Appendix

Figure 1: Drying the sweet potato peel on roadside Figure 2: Animal feed production warehouse

s ML 5
Source: Company, PSR ( at the side visiting in Liancheng) Source: Company, PSR ( at the side visiting in Liancheng)
Figure 3: Raw materials during fermentation Figure 4: Finished product delivering to customers

Source: Company, PSR ( at the side visiting in Liancheng) Source: Company, PSR ( at the side visiting in Liancheng)
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Financials
Income Statement Balance Sheet
Y/E Mar, (RMB’000) FY22 FY23 FY24 FY25e FY26e Y/E Mar, (RMB’000) FY22 FY23 FY24 FY25e FY26e
Revenue 289,132 219,600 318,447 466,600 545,986 ASSETS
Processed sweet potato 235,551 187,477 260,348 345,400 429,740 Cash and short term deposit 197,506 205,496 156,151 207,121 268,616
Fresh sweet potato 53,581 32,123 58,099 120,000 106,244 Trade and other receivables 41,177 21,945 53,789 78,814 92,223
coGs (211,521) (160,381) (216,576) (305,623) (356,529) Other assets 69,838 56,225 62,871 62,871 62,871
Gross profit 77,611 59,219 101,871 160,977 189,457 Total current assets 310,960 285,629 275,463 352,548 428,075
Otherincome 459 632 974 1,665 4,039 PP&E 128,327 142,228 175,744 162,548 146,092
Finance cost (1,465) (1,869) (2,323) (2,925) (3,070) Intangible assets 37,068 75,284 69,442 66,457 63,622
profit before income tax 5911 (9,428) 21,465 43,640 58,601 Total non-current assets 257,668 301,647 337,365 321,185 301,893
Income tax expense (2,259) (4,762) (8,111) (8,830) (10,186) Total Assets 568,628 587,276 612,828 673,733 729,968
Profit for the year, net of tax 3,652 (14,190) 13,354 34,810 48,415
LIABILITIES
Per unit data Trade and other payables 18,534 37,071 31,372 45,967 53,788
Y/E Mar FY22 FY23 FY24 FY25e FY26e Lease liability, current 35,800 198 225 225 225
NAV 0.37 0.36 0.37 0.40 0.43 Bank loans 0 47,100 58,500 70,000 70,000
P/B 0.44 0.45 0.44 0.41 0.38 Total current liabilities 54,623 84,369 92,397 118492 126,313
PJE 4765 - 16.79 6.44 463 Lease liability, non-current 0 246 33 33 33
EPS (cents) 0.34 - 0.97 2.52 3.50 Other payables 0 2,740 6,466 6,466 6,466
Total non-current liabilities 0 2,986 6,499 6,499 6,499
Cash Flow Total Liabilities 54,623 87,355 98,896 124,991 132,812
Y/E Mar, (RMB’000) FY22 FY23 FY24 FY25e FY26e
cFO Total Liabilities & Equity 568,628 587,276 612,828 673,733 729,968
Total return before tax 5911 (9,428) 21,465 43,640 58,601 Net assets 514,005 499,921 513,932 548,742 597,156
Depreciation 17,138 15,177 15,518 23,497 21,456
WC changes 25,334 10,174 45,537 73,546 86,462
Tax paid and interest received 0 (924) (4,340) (8,830) (10,186)
Cash generated from ops (36,961) 51,335 66,272 53,196 70,065
CFI
"cAPEX (20,756)  (33,044)  (49,335)  (10,000)  (5,000) Margns
Cashflow from investments (19,288) (52,616) (124,508) (10,500) (5,500) Y/E Mar, (%) FY22 FY23 FY24 FY25e FY26e
Gross profit margin 26.8% 27.0% 32.0% 345% 34.7%
CFF Net profit margin 13% -6.5% 4.2% 7.5% 8.9%
Proceeds from borrowing 35,800 64,600 (186) 11,500 0 Growth rate (%)
Repayments of bank loans (33,300) (53,300) (47,100) (301) 0 Growth
Interest Paid (1,450) (1,869) (2,323) (2,925) (3,070) Revenue -24.0% 45.0% 46.5% 17.0%
Cashflow from financing 57,368 9,271 8,891 8,274 (3,070) Gross profit 23.7% 72.0% 58.0% 17.7%
Net profit -488.5% 194.1% 160.7% 39.1%
Net change in cash 1,119 7,990 (49,345) 50,970 61,495 Key Ratios
Cash at the start of the period 196,387 197,506 205,496 156,151 207,121 ROA 0.7% -2.8% 2.5% 6.1% 16.2%
Ending cash 197,506 205,496 156,151 207,121 268,616 ROE 0.8% -2.8% 2.6% 6.6% 8.5%

Source: Company, Phillip Securities Research (Singapore) Estimates
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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 or absence of stock price catalysts, and speculative undertones
surrounding the stock, before making our final recommendation
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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 referred to 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 reflected in this report, and 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, 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 that is 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 to the applicable law or regulation or which would subject Phillip Securities Research to
any registration 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, tax and 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 matters arising 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.
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