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Assessing Supervalue’s Competitiveness

We went on the ground to assess MyNews’ Supervalue stores’ competitiveness against
that of established incumbents. 99 Speedmart is the cost price leader within the
minimart space but Supervalue could eventually be drawn parallel to KK Mart.
Supervalue offers a decent avenue of growth but MyNews’ overall prospects continue
to remain challenging and its valuations have exceeded its recovery prospects.
Maintain SELL with target price reduced to RM0.43.

WHAT’S NEW

¢ Supervalue to expand MyNews’ retail appeal. Over the course of the pandemic, MyNews
introduced a new minimart store format called Supervalue. Recently, MyNews rebranded,
repositioned and upgraded its Supervalue store concept. Of MyNews’ 593 stores, 19 stores
are Supervalue format stores. An additional 12 Supervalue stores are expected to be rolled
out by the end of the year. The purpose of the Supervalue format is to establish a suitable
store format for varying localities, considering the significant differences in appeal between
Supervalue, MyNews and CU stores. Purchases from minimarts are usually consumed at
home while purchases from convenience (CVS) store are typically consumed immediately.
CVS stores have a significantly higher F&B sales mix as well.

Basket of goods study to determine Supervalue’s competitiveness. Supervalue’s
positioning as a minimart will naturally be compared to 99 Speedmart and KK Mart. As such,
we visited these minimarts in Bukit OUG, which are within 2km of each other to adjudge the
relative competitiveness of said minimarts. This was done based on our basket of goods and
corresponding costs of these three minimarts.

¢ 99 Speedmart is the cheapest followed by Supervalue and KK Mart. Our basket of
goods included nine products across the personal care, cooking essentials and F&B
categories. The basket size is limited due to the homogeneity of products offered by all three
mini-marts. The basket of goods at 99 Speedmart was the cheapest at RM79.10, followed by
Supervalue (RM90.40) and KK Mart (RM93.45). Based on this, Supervalue’s pricing is
14.3% higher than that 99 Speedmart but -3.4% cheaper than KK Mart.

KEY FINANCIALS

Year to 31 Oct (RMm) 2021 2022 2023F 2024F 2025F
Net turnover 401 631 770 831 906
EBITDA 6 53 59 76 83
Operating profit (51) (16) (8) 9 17
Net profit (rep./act.) (43) (18) (10) 4 13
Net profit (adj.) (43) (18) (10) 4 13
EPS (sen) (6.3) (2.7) (1.5) 0.6 2.0
PE (x) n.m. n.m. n.m. 93.4 294
P/B (x) 1.6 1.8 1.8 1.8 1.7
EV/EBITDA (x) 88.6 9.4 8.4 6.5 5.9
Dividend yield (%) 0.0 0.0 (0.8) 0.1 0.7
Net margin (%) (10.8) (2.9) (1.3) 0.5 1.5
Net debt/(cash) to equity (%) 22.6 34.9 28.6 4.0 (21.5)
Interest cover (x) 0.9 6.0 7.5 16.3 94.8
ROE (%) n.a. n.a. n.a. 1.9 6.0
Consensus net profit - - (13) 7 16
UOBKH/Consensus (x) - - 0.76 0.63 0.84

Source: MyNews Holdings, Bloomberg, UOB Kay Hian
n.m. : not meaningful; negative P/E reflected as "n.m."
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SELL

(Maintained)

Share Price RMO0.575
Target Price RMO0.430
Upside -18.3%
(Previous TP RMO0.470)

COMPANY DESCRIPTION

MyNews operates the largest homegrown
convenience store chain in Malaysia.
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¢ Selective rollout is the name of the game for Supervalue. Over time, Supervalue should

REVENUE DRIVERS ASSUMPTIONS

gain competitiveness as it scales up to achieve more bargaining power with its suppliers to 2023F  2024F  2025F
draw closer to the established incumbents. The advantage of being the first mover to Efovvit“h“jo‘f(ﬁﬁj)“) 21792/0 88801/0 998‘?/0
establish a presence in small localities could bolster a Supervalue store, but it also remains  “Avg store count for the year 595 630 680
vulnerable to potential entrance and competition from 99 Speedmart. We point out that  Netstore addition 20 50 50
. s . . Growth yoy (%) 7.9% 5.9% 7.9%
despite 99.Speedmarts superior scale (2,400 stores), KK Mart S.tl|| manages a decent  Revenue perstore (in000) 12936 13194 13326
presence with 700 stores. In summary, there are pockets of opportunity to selectively roll out  Growth yoy (%) 130%  20% 1.0%

Supervalue stores, which MyNews is undertaking at this juncture.

STOCK IMPACT

o Placement of new shares. On 13 July, MyNews completed its placement of 68.2m new 80
MyNews shares. This represents 10% of MyNews’ previous share base. The placement a0
generated proceeds of RM27.8m, which would primarily be utilised to fund MyNews’ capex
(RM22.9m) and working capital (RM4.9m. 40

EARNINGS REVISION/RISK 0

¢ No changes to earnings. Key risks include CU store execution and a slowdown in 2
consumer spending. 10 -

VALUATION/RECOMMENDATION 0

¢ Maintain SELL with target price reduced slightly to RM0.43 on the back of its new po™

share placement. MyNews’ valuations are relatively detached from its near-term prospects.
Furthermore, the upcoming placement will be EPS dilutive. Our target price is based on a
P/B valuation given that its earnings over FY24 is negligible. Our P/B peg is based on 1.5x
FY24F P/B or -1.5SD of its five-year mean.

ENVIRONMENTAL, SOCIAL, GOVERNANCE (ESG)

¢ Environmental
- Renewable energy. MyNews is embarking on solar energy for its HQ and food
processing centres. This project will reduce 546 tonnes of CO2 emission.
¢ Social
- Diversity & inclusion. 48% of its >2,000-strong workforce is female.
¢ Governance
- Board composition. Independent Non-Executive Directors make up 50% of the
board.

BASKET OF GOODS COMPARISON ACROSS SUPERVALUE, 99 SPEEDMART AND KK MART

% Relative To
Comparable ltem

Supervalue 99 Speedmart Sold In Supervalue

1 Nescafe 3-in-1 (25 sachets) 15.90 12.40 -22.0%
2 Maggi Curry Instant Noodles 6.80 5.95 -12.5%
3 Premier Tissue (200 pulls x 4 boxes) 17.50 16.90" -3.4%
4 Knife Oil (3kg) 23.30 20.90 -10.3%
5 Life Sos Cili (500g) 4.90 4.65 -5.1%
6 Pantene Shampoo (320ml) 15.90 11.80 -25.8%
7 Coke (1.5L) 2.80 2.80 0.0%
8  Dutch Lady Milk (180ml) 1.90 1.80 -5.3%
9  Milo (200ml) 1.40 1.90 35.7%

Total Basket Spend (RM) 90.40 79.10

% Relative to Supervalue's Basket Spend -12.5%

A Adjusted for 100 pulls x 4 boxes

* Adjusted for Life chilli sauce (7509)
~ Adjusted for Coke (1.25L)

Source: UOB Kay Hian

Refer to last page for important disclosures.

Source: MyNews, UOB Kay Hian
FORWARD PE BAND (PRE-COVID-19)
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Source: Bloomberg, UOB Kay Hian

% Relative To
Comparable ltem

KK Mart Sold In Supervalue
14.90 -6.3%
5.90 -1.5%
16.90" -15.4%
22.90 -1.7%
4.80* -2.0%
17.90 -6.3%
4.00 16.1%
2.25 18.4%
2.90 35.7%
86.60
-3.4%
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BALANCE SHEET

Year to 31 Oct (RMm) 2022 2023F 2024F 2025F  Year to 31 Oct (RMm) 2022 2023F 2024F 2025F
Net turnover 631 770 831 906 Fixed assets 248 214 180 147
EBITDA 53 59 76 83 Other LT assets 226 226 226 226
Deprec. & amort. 68 67 67 66 Cash/ST investment 12 8 41 68
EBIT (16) 8) 9 17 Other current assets 142 162 170 180
Total other non-operating income 3 0 0 0 Total assets 628 611 618 621
Associate contributions 1 1 1 1 ST debt 53 33 23 13
Net interest income/(expense) 9) 8) (5) 1) Other current liabilities 183 193 218 244
Pre-tax profit (21) (15) 5 17 LT debt 37 37 27 7
Tax [ 4 o) (@)  Other LT liabilities 132 132 132 132
Minorities 4 1 0 0 Shareholders' equity 224 216 217 225
Net profit (18) (20 4 13 Total liabilities & equity 628 611 618 621
Net profit (adj.) (18) (20 4 13

CASH FLOW KEY METRICS

Year to 31 Oct (RMm) 2022 2023F 2024F 2025F  Yearto 31 Oct (%) 2022 2023F 2024F 2025F
Operating 92 55 93 96 Profitability

Pre-tax profit (21) (16) 3 14 EBITDA margin 8.3 7.6 9.1 9.2
Tax 1) 4 1) 4 Pre-tax margin (3.3) (2.0) 0.6 1.9
Deprec. & amort. 68 67 67 66 Net margin (2.9) (1.3) 0.5 15
Associates ()] (3) (3) (3) ROA na. na. 0.7 2.2
Working capital changes 16 (29) (3) 4 ROE na. na. 19 6.0
Other operating cashflows 32 32 30 27

Investing (71) (33) (33) (33) Growth

Capex (growth) (72) (33) (33) (33) Turnover 57.6 219 8.0 9.0
Proceeds from sale of assets 0 0 0 0 EBITDA 846.4 11.7 29.0 94
Others 1 0 0 0 Pre-tax profit n.a. n.a. n.a. 2425
Financing (24) (26) (27) (36) Net profit n.a. n.a. n.a. 217.9
Dividend payments 0 3 1) (3) Net profit (adj.) na. na. na. 217.9
Issue of shares 0 0 0 0 EPS n.a. n.a. na. 217.9
Proceeds from borrowings 52 0 0 0

Loan repayment (33) 0 (10) (20) Leverage

Others/interest paid (43) (29) (17) (14) Debt to total capital 28.7 245 18.7 8.1
Net cash inflow (outflow) 4 (4) 33 27 Debt to equity 40.2 324 23.0 8.8
Beginning cash & cash equivalent 15 12 8 41 Net debt/(cash) to equity 349 28.6 4.0 (21.5)
Changes due to forex impact 0 0 0 0 Interest cover (x) 6.0 75 16.3 94.8
Ending cash & cash equivalent 12 8 41 68

Refer to last page for important disclosures.
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.

Refer to last page for important disclosures. 4
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH’s business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) 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, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2023, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com

RCB Regn. No. 197000447W
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