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Zixin Group Holdings

Plugged into China’s food security priority

SINGAPORE | CONSUMER | UPDATE

= Zixin Group China Factory Visit: A Chinese sweet potato-focused operator with an
integrated value chain that covers seedling cultivation, fresh supply, production of snack
food, functional food, and animal feed. The production base is located in Liancheng
County, Fujian Province.

= Zixin is well-positioned to ride on China’s quest for food security. In view of this, the
local authority is supporting the sweet potato plantation industry through allocating
land, constructing premises, and offering favourable lease terms for cold storage
warehousing and production of animal feed.

= Zixin has also been invited to participate in rural revitalization projectsin the provinces
of Henan and Hainan where it will replicate its working model in these regions.

Key highlights from the visit over 25-27 October 2023: Liancheng County, Fujian, PRC

=  China is the world’s largest producer of sweet potatoes, with 87.7m mt of output in
2021, according to Food and Agriculture Organisation. It is used for food, animal feed
and processed into other products such as starch.

= Zixin derives revenue from the sale of fresh sweet potatoes (15%) and sweet potato
processed snack products under its house brands and OEM brands (85%). Total volume
soldin FY23 was 19,310 tonnes, a 20% YoY decline due to Covid lockdown that affected
supply. Harvesting of sweet potatoes takes place from September to November.

=  Zixin cultivates sweet potato seedlings to ensure quality and yields (Figure 1), on 300
mu of land leased for 15 years (for RMB7mn). After nurturing them for about three
months, the young plants are handed to external farmers who would cultivate and the
harvested sweet potatoes are sold back to Zixin. These farmers are grouped under co-
operatives, with whom Zixin has entered into long-term purchase contracts.

= Zixin signed purchase contracts with five suppliers in FY18 and FY19 to secure 19,090
tonnes of sweet potatoes per year and made upfront payments. These agreements last
for 15 years and upfront payments aremadeevery 5 years in advance. Zixin would make
subsequent payments if the payments are fully utilized within the 5 years. Total
accumulated upfront payments made were RMB334.9mn and outstanding unutilized
amount as at Mar 23 was RMB117.7mn. In 1H24, Zixin paid a further RMB50mn.

=  The Liancheng Country Government launched an initiative to support the industry by
allocating land, constructing premises, and offering favourable lease terms for cold
storage warehousing (Figure 3) and fermentation plant for the production of animal
feed (Figure 4). The cold storage facilities will lengthen the shelf life of its products, thus
lifting sales even during the traditional lull periods. Zixin is also moving downstream to
convert bio-waste such as discarded peels and vines into animal feed.

=  The processed snack foods are marketed under house brands such as Zilaohu, Ledi,
Starpie and Shugongfang (Figure 5) and sold in the PRC. Zixin is also embarking on R&D
to produce nutrient-rich functional foods including healthy meal replacement,
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condiments, snacks and beverages. The products are sold at owned standalone retail
shops, distributors and e-commerce channels.

= Zixin is participating in rural revitalization projects - in Lingao County, Hainan Province
and Lankao Country, Henan Province —to address national food security concerns. It will
bring its expertise and replicate its working model with local authorities and partnersin
theseregions.

Figure 1: Cultivating seedlingsin the nursery
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Figure 3: Cold storage warehouse

Source: Company, PSR

Figure 4: Waste fermentation plant

Source: Company, PSR

Figure 5: Zixin’s owned brands
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Financials

Income Statement Balance Sheet

Y/E Mar, (RMBmn) FY19 FY20 FY21 FY22 FY23 Y/E Mar, (RMBmn) FY19 FY20 FY21 FY22 FY23

Revenue 357 323 285 289 220 ASSETS

Cost of sales (255) (253) (216) (212) (160) PPE & Investment Properties 158 147 127 128 142

Gross Profit 102 70 70 78 59 Others 153 118 80 129 159

Selling and distribution expense (22) (40) (37) (37) (31) Total non-current assets 311 264 207 258 302

Admin expenses (40) (40) (45) (34) (36)

Others 1 1 (0) (0) (1) Cash and cash equivalents 62 71 196 198 205

EBIT 40 (9) (12) 7 (8) Inventories 4 4 3 2 2

Net finance expenses (1) (1) (1) (1) (1) Trade and otherreceivables 31 27 47 41 22

Profit before tax 40 (11) (13) 6 9) Others 60 107 61 70 56

Taxation (16) 4 0 (2) (5) Total current assets 158 209 308 311 286

Net Profit 24 (6) (13) 4 (14) Total Assets 469 473 516 569 587

Minority interests - - - - -

Profit attributable to owners 24 (6) (13) 4 (14) LIABILITIES
Trade and other payables 27 12 28 19 37

Per share data (RMB cents) ST borrowings 22 26 33 36 47

Y/E Mar FY19 FY20 FY21 FY22 FY23 Others 0 - 0 0 0

BVPS 141.5 146.9 76.4 58.2 36.1 Total current liabilities 49 37 62 55 84

DPS - - - - -

EPS 8.0 (2.2) (2.1) 0.4 (1.0) LT borrowings - - - -
Others - - 0 - 3
Total non-current liabilities - - 0 - 3
Total liabilities 49 37 62 55 87

Cash Flow

Y/E Mar, (RMBmn) FY19 FY20 FY21 FY22 FY23 Net assets 420 436 454 514 500

CFO

Pretax profit 40 (11) (13) 6 (9) EQUITY

Adjustments 17 23 25 19 19 Share Capital 130 153 183 239 239

WC changes (63) (16) 77 (62) 42 Retained profits 244 239 226 230 215

Cash generated from ops (6) (3) 90 (37) 52 Others 46 44 45 45 46

Others (12) (5) (1) (1) (2) Total equity 420 436 454 514 500

Cashflow from ops (17) (8) 89 (38) 50 Minority interests 0 0 0 0 0
Total equity and liabilities 420 436 454 514 500

CFI

CAPEX, net (57) (10) (5) (22) (56) Valuation Ratios

Others (9) 2 4 2 3 Y/E Mar FY19 FY20 FY21 FY22 FY23

Cashflow from investments (66) (7) (1) (20) (53) P/E (x) 1.5 -5.6 -5.8 29.8 -12.0
P/B (x) 0.1 0.1 0.2 0.2 0.3

CFF EV/EBITDA (x) -0.1 -0.7 -10.6 -2.1 1.4

Dividends paid to owners - - - - - Dividend yield (%) 0.0% 0.0% 0.0% 0.0% 0.0%

Proceeds from borrowings, net (1) 4 8 2 11 Growth & Margins (%)

Others 17 23 30 57 - Growth

Cashflow from financing 17 26 37 59 11 Revenue 61.3% -9.5% -11.7% 1.3% -24.0%
Gross profit 70.9% -31.4% -0.8% 11.5% -23.7%

Net change in cash (67) 11 125 1 8 EBIT 195.8% -122.6% 31.3% -155.8% -226.9%

Cash at the start of the period 127 60 71 196 198 PBT 158.1% -126.7% 22.8% -145.5% -259.5%

Currency translation - - - - - Margins

Ending cash 60 71 196 198 205 Gross profit margin 28.7% 21.7% 24.4% 26.8% 27.0%
EBIT margin 11.3% -2.8% -4.2% 2.3% -3.9%
Net profit margin 6.6% -2.0% -4.4% 1.3% -6.5%

Source: Company, Phillip Securities Research (Singapore) Estimates Key Ratios
ROE 5.9% -1.5% -2.8% 0.8% -2.8%
ROA 5.2% -1.4% -2.6% 0.7% -2.5%
Net Gearing (%) 0.0% 0.0% 0.0% 0.0% 0.0%
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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 110in 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, pleasedelete or destroy it, and notify the sender immedi ately.

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 bereliable. However, Phillip Securities Research does not makeany representation or warranty, express or implied
that suchinformation or Researchis accurate, complete or appropriateor should be relied upon as such. Any suchinformation or Research contained in this report is
subjectto change, and Phillip Securities Research shall nothave any responsibility to maintain or update the information or Research made availableor to supplyany
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. Pastperformance of any product referred to in this reportis 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 ownindependent verification and exercise of judgment. The fa ctthat this report has been made available
constitutes neither a recommendation to enter into a particulartransaction, 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 describedin this report involvesignificantrisks and may not be suitablefor 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 purchaseor sale of any product. Any decision to purcha seany productmentioned in this
report should take into accountexisting publicinformation, including any registered prospectus i n 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 involvedinthe issuanceof this report, may provide an array of financial services to a large number of corporations in Singaporeand worldwide, including but
not limited to commercial /investment bankingactivities (including sponsorship, financial advisory or underwriting activiti es), 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 issuanceof this report, may have participatedinor 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 maintainalongor shortpositioninsecurities referred to herein, or in related futures or options,
purchaseorsell, makea market in, or engage inany other transactioninvolvingsuch securities, and earn brokerage or other compensationin respect of the foregoing.
Investments will be denominated invarious currencies including USdollars and Euro and thus will be subjectto any fluctuati onin 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 involvedin the issuanceof this report, may at any time engage inany of the above activities as setout 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 followingits publication. Phillip Securities Research, or
persons associated with or connected to Phillip Securities Research, including butnot limited its officers, directors, employees or persons involvedin the issuance of
this report, may have issued other material thatis inconsistentwith, or reach different conclusionsfrom, 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 inany 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, finan cial situation or particular needs ofany particular
person. The products mentioned in this report may notbe 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 investin any of such produ cts.

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:

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