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COMPANY UPDATE
My EG Services (MYEG MK)

Value Emerging From China Investments

MYEG’s China-centric investments (Zetrix blockchain and incubated investments) are
paying off. Meanwhile, expect MYEG to sustain 1H22’s strong earnings momentum (two
consecutive quarters of record profits), anchored on Zetrix’s monetisation and strong
recoveries of its concession-related businesses. MYEG’s plan to distribute its sizeable
mature start-up investments to shareholders starting in 2023 also serves as a
significant catalyst. Maintain BUY. Target price: RM1.30.

WHAT’S NEW

o 2H22: Multi-pronged earnings drivers. MYEG promises strong growth through 2025 via its
China-linked (Zetrix blockchain, incubated businesses) and Malaysian e-government
concession businesses. Our forecasts factor in relatively modest contributions from Zetrix
and strong contributions from MYEG'’s existing (mostly concession-related) businesses in
coming quarters, with the latter being fuelled by: a) strong recovery in foreign worker
matching services and eventually the foreign worker permit renewal services, b) robust
growth from motorcycle road tax renewal and car e-testing (the automated driver license test
expected to be rolled out in 1Q23) services, ¢) expansion of foreign workers’ accommodation
business. In addition, MYEG is expected to recognise big capital gains from the listing its
various upstart investments locally and in China.

Potentially big upside for Zetrix, which should complete its IT integration with China’s
custom in 4Q22. Zetrix delivers profits via the Zetrix coin ICO (which could have gained
good traction of late) and from blockchain services. We understand that Zetrix will partner
WG Tech (the current operator of China’s custom blockchain services), freight forwarders
and the Malaysia Customs to roll out a cross-border blockchain-based digital service
platform in 4Q22. Under the platform, several decentralised applications (DAPP) such as
issuance of product origin certificate & authentication, smart contract info verifications and
on-chain signing will be completed digitally and certified by the China authorities. Exporters
that are onboard for this custom integration service will also be granted express clearance
which provides them savings on warehousing costs.

* Seeking up to RM400m funding for its ambitious expansion plan for foreign workers’
accomodation business. MYEG currently operates two foreign worker hostels with <1,000
beds per location, and recently acquired land to expand capacity by another 9,000 beds in
Selangor and Johor. The hostel construction should be completed in 2H23-1H24, adding
approximately RM13.2m PBT to MYEG annually upon completion.

KEY FINANCIALS

Year to 31 Dec (RMm) 2020 2021 2022F 2023F 2024F
Net turnover 532 724 695 699 721
EBITDA 312 374 452 457 469
Operating profit 280 326 376 379 391
Net profit (rep./act.) 272 315 437 443 454
Net profit (adj.) 272 315 367 373 384
EPS (sen) 7.5 4.2 4.9 5.0 5.2
PE (x) 10.7 19.1 16.4 16.1 15.6
P/B (x) 25 3.9 3.2 2.7 24
EV/EBITDA (x) 17.9 15.0 12.4 12.3 11.9
Dividend yield (%) 2.8 1.6 1.8 1.9 1.9
Net margin (%) 51.1 43.4 52.8 53.3 53.3
Net debt/(cash) to equity (%) (5.1) 4.6 (20.2) (27.2) (34.2)
Interest cover (x) 38.7 55.6 71.6 157.9 221.5
ROE (%) 29.2 23.3 214 18.3 16.2
Consensus net profit (RM m) - - 353 384 410
UOBKH/Consensus (x) - - 1.04 0.97 0.94

Source: My EG Services, Bloomberg, UOB Kay Hian
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BUY

(Maintained)

Share Price RMO0.810
Target Price RM1.30
Upside +60.5%

COMPANY DESCRIPTION

MY EG Services provides e-services between
the Malaysian government and its citizens and
businesses. Services include the road
transport segment, immigration segment, and
healthcare segment.

STOCK DATA

GICS sector Information Technology
Bloomberg ticker: MYEG MK
Shares issued (m): 7,380.5
Market cap (RMm): 5,978.2
Market cap (US$m): 1,330.9
3-mth avg daily t'over (US$m): 6.8

Price Performance (%)

52-week high/low RM1.11/RM0.715

1mth 3mth 6mth 1yr YTD
0.0 (11.0) (12.4) (16.5) (24.3)
Major Shareholders %
Asia Internet Holdings 18.47
Wong Thean Soon 12.61
Kumpulan Wang Persaraan Diperbadankan 7.10
FY23 NAV/Share (RM) 0.30
FY23 Net Cash/Share (RM) 0.08
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STOCK IMPACT PBT BY SEGMENT

e Zetrix commands massive earnings potential... We conservatively incorporate Zetrix's . oot areakdown ggfg ZZ:%E E(ozgg
PBT contributions to MYEG at RM50m-103m for 2022-23F, which is derived from the token  Foreign worker 140.56 130.99 126.65
sales (via an Initial Coin Offering or ICO) which will be accounted as revenue as it is @  Accommodation 2.07 277 2.83
prepayment (assumptions: 5m and 10m Zetrix coins issued in 2022 and 2023 respectively at g?;d Transportation 117;6131 11857383 11947;34
US$5/coin). These Zetrix tokens issued will then be used as gas fees for various  covp.io related semvices 348 0.98 0.00
applications on the Zetrix platform, such as the blockchain-based identifiers (BID)/verifiable  zetrix 49.48 107.90 12790

Source: UOB Kay Hian
*Does not include potential monetisation from various start-ups

ZETRIX'S PROFILE

- A JV between MYEG and Bubi, MYEG owns 51%

- Worldwide exclusive rights for all market outside of China.

- Zetrix will host the first supernode outside of China which is
directly compatible to XInghuo's Blockchain Net

- Allows and provide blockchain infrastructure to connect foreign
businesses with China’s new digitalised economy.

- Provides dynamic trade traceability for RCEP

- Officially launched in Oct 2021at Dubai World Expo with durian
tracking POC

Source: MYEG, various sources, UOB Kay Hian

ZETRIX’S STRUCTURE

credentials (VC), blockchain-based e-signing services, Zetrix TradeFi and China’s custom
express clearance programme.

Officially launched Zetrix TradeFi, with Ambank as a pioneer in the pilot version. In the
ceremony, Zetrix also officially launched its blockchain-based supply chain financing
solution, Zetrix TradeFi, which leverages the immutability of the blockchain and document
digitisation to enhance the credit management and disbursements involved in cross-border
trade, saving time and minimising human error. Zetrix TradeFi also announced the
participation of AmBank as the pioneer bank in the pilot for cross-border trades, in line with
the Regional Comprehensive Economic Partnership (RCEP).

Game-changing capital management of distributing mature start-up investments to
shareholders. MYEG is developing a capital management policy to allow its shareholders to
benefit directly from its extended and highly-valuable investments in technology start-up
companies in Malaysia and China. For starters, it is proposing to distribute its shares in
Agmo Holdings as dividend in specie (tentatively in 1Q23). We expect MYEG'’s investment in
Agmo to be marked-to-market in 3Q22, creating an investment gain of >RM55m. Overall,
MYEG'’s investments could be worth well >RM1b, potentially allowing MYEG to recognise
hefty capital gains annually through 2025, with the listings of its China incubation
investments Hiscene and Bubi (refer to table below).

MYEG’S START-UP INVESTMENTS ==

Internations

Companies Description/Comments S

Malaysia-based An e-payment solutions platform which uses cryptocurrency as main transaction Invested RM6.2m  for C:

CardBiz currency. 55% stake in 2015 =

Malaysia-based A leading software development firm that offers mobile + blockchain + Web solution Invested RM500k, has el

Agmo Studio to corporates, government agencies. 25.85% stake. T, T
Malaysia-based An account receivables technology provider in Malaysia, with 90% market share Acquired 23.5% stakes

Stampede Solutions  servicing key business verticals comprising financial institutions and for RM10.4m in 2017. e

Malaysia-based S5
Holdings

telecommunications industry.
A global integrated security solutions provider that delivers solutions to governments
and enterprises, and is involved in Malaysia’s national border control space.

Has about 30% stake via
equity and convertible

Source: MYEG

loans. ZETRIX'S PRODUCT ROADMAP
China-based  Bubi A blockchain technology company which is also the developer of China’s national Undisclosed 2Q22 - Launch of ZTX mainnet
Technologies blockchain. - Build and test the proof of concept iteratively with NFT
Guangzhou-based A mobile augmented reality (AR) and virtual reality (VR) developer focusing on the Invested RM9.3m for a marketplace and Covinsure dapps.
Ximmerse R&D and commercialisation of mobile visual computing. 3.1% stake in 2018. - Developer SDK published

Beijing-based Jingle
Magic
Shanghai-based
HiScene Technology
Beijing-based Deep
Science Technology

Source: UOB Kay Hian

Involved in the development of VR, AR & Al-based educational equipment and
software.

Provider of AR products and services, and independently researched and developed
Al core technologies like computer vision, deep learning, and intelligent interactions.
Leading virtual live streaming, animation and digital human company which has
achieved virtual and real image synthesis and digital human-computer interaction
functions in several commercial fields.

EARNINGS REVISION/RISK

o None.

VALUATION/RECOMMENDATION

¢ Maintain BUY with target price of RM1.30, which implies 25x 2022F PE and incorporates
MYEG's various investments (eg Agmo Studios and S5 Systems).

ENVIRONMENTAL, SOCIAL, GOVERNANCE (ESG)

¢ Environmental

- MYEG'’s carbon footprint is limited to energy consumed in an office environment and
does not impact biodiversity or climate change in any significant way.

¢ Social

Invested RM6.1m (single
digit ownership) in 2019.
Invested RM9.Im in
2019.

Invested in 2021

- Spent RM2.5m in community investment to support >50 charity groups in 2020.

e Governance

- Comprehended and applied Malaysian Code on Corporate Governance (MCCG).

Refer to last page for important disclosures.

- Develop operating models and governance

3Q22

Ethereum, Polygon.
- Launch of crosschain BID/VC with Xinghuo
- Launch of ZTX token sale
- Marketing of BID registration in all markets ex China

4Q22 - Launch of crosschain NFT transfers with Xinghuo

- Launch of Web 3 Domain Name Registry
- Launch of Self Sovereign Identity usecase for both

product and individual

1Q23
and traceability

Source: MYEG, various sources, UOB Kay Hian

- Achieve interoperability with other chains, i.e. Xinghuo,

- Pilot of Cross border deep tier supply chain financing
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Year to 31 Dec (RMm) 2021 2022F 2023F 2024F  Year to 31 Dec (RMm) 2021 2022F 2023F 2024F
Net turnover 724 695 699 721 Fixed assets 543 690 693 696
EBITDA 374 452 457 469 Other LT assets 690 587 587 588
Deprec. & amort. 48 77 77 77 Cash/ST investment 89 436 643 899
EBIT 326 376 379 391 Other current assets 564 374 376 386
Associate contributions n.a. na. na. n.a. Total assets 1,886 2,155 2,436 2,775
Net interest income/(expense) (7) (6) (3) (2) ST debt 65 8 3 0
Pre-tax profit 319 369 377 389 Other current liabilities 178 226 190 200
Tax 4 %) 2 (©)] LT debt 96 50 40 31
Minorities 1) 0 () 2 Other LT liabilities 6 3 3 3
Net profit 315 437 443 454 Shareholders' equity 1,547 1,874 2,205 2,544
Net profit (adj.) 315 367 373 384 Minority interest (6) (5) )] 2
Total liabilities & equity 1,886 2,155 2,436 2,775
CASH FLOW KEY METRICS
Year to 31 Dec (RMm) 2021 2022F 2023F 2024F  Year to 31 Dec ( (%) 2021 2022F 2023F 2024F
Operating 113 662 413 463 Profitability
Pre-tax profit 321 369 377 389 EBITDA margin 51.6 65.1 65.3 65.0
Tax 2 (2) 2) (3) Pre-tax margin 441 53.2 53.8 54.0
Deprec. & amort. 65 77 i 77 Net margin 434 52.8 533 533
Associates 0 0 0 0 ROA 19.0 18.1 16.2 148
Working capital changes (256) 218 (38) (1) ROE 23.3 214 18.3 16.2
Other operating cashflows (15) 0 0 0
Investing (328) (180) (80) (79) Growth
Capex (growth) (215) (180) (80) (80) Turnover 36.2 4.2) 0.7 3.1
Investments (8) 0 0 0 EBITDA 19.8 21.0 0.9 2.7
Proceeds from sale of assets 0 0 0 0 Pre-tax profit 17.3 15.7 2.0 34
Others (106) 0 0 1 Net profit 15.7 16.5 17 3.1
Financing 70 (125) (127) (127) Net profit (adj.) 15.7 165 17 31
Dividend payments (79) (110) (112) (115) EPS (43.7) 165 17 31
Issue of shares 240 0 0 0
Proceeds from borrowings 21 0 0 0 Leverage
Loan repayment (30) (15) (15) (12) Debt to total capital 9.4 3.0 19 1.2
Othersfinterest paid (81) 0 0 0 Debt to equity 10.4 31 19 1.2
Net cash inflow (outflow) (145) 357 206 257 Net debt/(cash) to equity 4.6 (20.2) (27.2) (34.2)
Beginning cash & cash equivalent 225 79 436 643 Interest cover (x) 55.6 716 157.9 2215
Changes due to forex impact 0 0 0 0
Ending cash & cash equivalent 89 436 643 899

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. 23
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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

(ii) 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 2022, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com

RCB Regn. No. 197000447W
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