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SMALL/MID CAP HIGHLIGHTS

Agmo Holdings (AGMO MK)
Agmo An Emerging Beneficiary Of The Digitalisation Trend

Agmo appeals as a digital solutions and application development specialist that is well-

positioned to prosper from Malaysia’s transition towards the new digital economy. Its

established track records with various notable clients and partnerships with key

suppliers promise good growth prospects with outstanding orderbook of >RM18m.

Agmo is trading at an undemanding 15x FY24F PE which implies a PEG ratio of only

0.6x. Intiate coverage with a target price of RM0.96.

WHAT’S NEW

* Buying opportunity from the current overhang as MYEG distributes Agmo shares as
dividend in specie to shareholders. Agmo Holding’s (Agmo) share price has weakened
21% since My EG Services (MYEG) began distributing its 25.8% stake in Agmo as dividend
in specie (via two tranches in Mar 23 and potentially Aug/Sep 23).

development services in Al, blockchain, cloud computing, data analytics and extended

reality. To note, Agmo has an established track record of developing applications for over

100 customers from various industries including healthcare, logistics, oil and gas,
automotive, financial services and government agencies.

Multi-pronged strategy for Agmo to catalyse earnings growth. Agmo is poised for a
new leg of growth, underpinned by: a) investment in R&D division as well as the group’s
sales, marketing and business development team; b) in-house proprietary development
framework - Agmo Genesis which enhances the group’s efficiency in application
development; c) EV-related ventures with strong emphasis to EG themes; and d) establish a
training and development centre to generate additional revenue and recruit new industry
talent.

Option value for Zetrix potentially as high as RM100m. To note, Agmo has a project
management and advisory role for Zetrix, with an option to get a 5% share in exchange for
Zetrix's contract sum. Hypothetically, if we assume that Zetrix’s China-ASEAN trades can
achieve 2% of China’s rough annualised domestic trades of 1.8t transactions, at 0.4 US
cents per transaction, Zetrix could generate around RM650m revenue or RM100m net profit
annually. This can potentially translate into a RM100m option value for Agmo, based on 20x
PE of its 5% Zetrix stake.

KEY FINANCIALS

Year to 31 Mar (RMm) 2020 2021 2022 2023F 2024F
Net Turnover 6.2 9.0 16.5 28.3 39.6
EBITDA 24 39 7.1 9.2 16.2
Operating Profit 24 39 6.9 8.8 15.7
Net Profit 25 4.0 6.7 8.7 12.5
Net Profit (Adjusted) 25 4.0 6.7 8.7 12.5
EPS (sen) 0.8 12 21 2.7 3.8
PE (x) 75.5 47.1 28.1 217 15.1
P/B (x) 20.1 25.1 15.8 5.7 5.6
Dividend Yield (%) 0.0 1.8 0.9 11 15
Net Margin (%) 40.3 44.4 40.6 307 316
Net Debt/(Cash) to Equity (%) (83.0) (17.6) (21.6) (95.5) (95.5)
Interest Cover (x) (21.2) (19.5) (69.0) (44.0) (52.3)
ROE (%) 26.6 54.1 60.4 28.0 40.2

Agmo a clear beneficiary of businesses’ digital establishment and transition. Agmo’s
bottom line has accelerated in recent years in tandem with explosive demand by business
organisations’ digitalisation efforts, reflecting the country’s nascent demand for software

Source: Agmo Holdings Bhd, Bloomberg, UOB Kay Hian
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BUY

(Initiate Coverage)

Share Price RM0.575
Target Price RMO0.96
Upside +67.0%
COMPANY DESCRIPTION

Agmo Holdings specialises in digitalising their
business customers’ operation through the
development of mobile and web applications,
provision of digital platform-based services as
well as provision of subscription, hosting,
technical support and maintenance service.

STOCK DATA

GICS sector Technology
Bloomberg ticker: AGMO MK
Shares issued (m): 325.0
Market cap (RMm): 186.9
Market cap (US$m): 42,5
3-mth avg daily tover (US$m): 0.4

Price Performance (%)

52-week high/low RM0.565/RM1.03

1mth 3mth 6mth 1yr YTD
(20.1) (14.2) (33.9) (27.2) (14.2)
Major Shareholders %
Tan Aik Keong 19.62
Agmoian Sdn Bhd 7.52
Low Kang Wen 7.16
FY23 NAV/Share (RM) 0.12
FY23 Net Cash/Share (RM) 0.09
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STOCK IMPACT

o Triune business model provides project-based and recurring revenue. Agmo’s
business model is three-pronged, and comprises: a) development of mobile and web
applications, b) provision of digital platform-based services, and c) provision of subscription,
hosting, technical support and maintenance services. The group’s recurring revenue stream
provides assurance of a continued revenue stream while also moderating the lumpy nature
of project-based revenue. To note, Agmo has secured unbilled orderbook of about RM18m
currently, and has about RM22m of tender book which promises healthy cashflow streams
and earnings growth through to FY24.

New initiatives with strong suites of offering. Agmo has strategised various new
initiatives that are related to emerging technologies, which will deepen their market share
and secure new clients. The group’s “ABCDE” initiatives are: a) A: Artificial Intelligence
(Agmo EV Dashboard, EV SuperApp, AgmoWiz, Al computer vision); b) B: Blockchain
(Vote2U, Zetrix, FoodKaki, NFTs as rewards); c) C: Cloud (cloud computing with ongoing
partners such as AWS, Microsoft Azure, Huawei Cloud, Alibaba Cloud); d) D: Data
Analytics (tracking solutions); and e) E: Extended Reality (ESG-themed experience centre
via extended reality).

Armed with RM30.2m net cash for M&A with relevant industry players. In order to
accelerate the business growth, Agmo is actively searching for strategic partners for
potential M&As. Over the last few months, the group secured two such collaborations to
expand the expertise and capacity of their team. This includes establishment of Agmo-
RedSquare (collaboration between Agmo and RedSquare with expertise in Python and
asset claim management system), as well as Agmo-Artisan (providing software development
and related consultancy services with expertise in PHP Laravel).

Organic growth and margins proved resilient in FY19-22. Agmo recorded a three-year
net profit CAGR of 41% from FY19-22, underpinned by: a) growth in revenue from the
development of the mobile and web applications segment; b) earnings growth from the
group’s venture into the provision of digital platform-based services by launching Vote2U
and Agmo Health; and ¢) multiple new maintenance services contracts being secured.
Meanwhile, Agmo also commands stellar net margins (41-44% in FY19-22) due to its asset
light model and uniquely tailored services which allows the group to secure lucrative
projects. We also expect higher economies of scale from FY24 onwards as orderbook
increases.

Forecasting a 30%/43% PAT growth for FY23/24. We estimate Agmo to register core net
profit of RM8.7m/RM12.5m in FY23/24 which implies earnings growth of 30/43%
respectively. This is on the back of a two-year revenue CAGR of 33%, with growth mainly
driven by higher orderbook in the pipeline, which also reflects higher effective tax rate for
FY24. The earnings growth is also backed by Agmo’s RM19m capex allocation from its IPO
proceeds to set up a new training and development centre, expansion of mobile and web
application segment, R&D, headcount expansion, as well as regional expansion into
Singapore.

EARNINGS REVISION/RISK
o None.

VALUATION/RECOMMENDATION

o Initiated coverage with BUY on Agmo with target price of RM0.96, based on 25.0x
FY24 PE (-1SD below Bursa Technology Index’s five-year average PE) and our FY24 net
profit forecast of RM12.5m. There is a potentially big upside to our target price, given the
implied undemanding PEG ratio of only 0.6x, and considering that our valuation has not
factored in any option value for Agmo’s 5% stake in Zetrix.

ENVIRONMENTAL, SOCIAL, GOVERNANCE (ESG) UPDATES

¢ 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.

e Social
- Spent RM2.5m in community investment to support >50 charity groups in 2020.
* Governance
- Comprehended and applied Malaysian Code on Corporate Governance (MCCG).
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Year to 31 Mar (RMm) 2021 2022 2023F 2024F Year to 31 Mar (RMm) 2021 2022 2023F 2024F
Net Turnover 9.0 16.5 28.3 39.6 Fixed Assets 02 04 04 0.6
EBITDA 3.9 7.1 9.2 16.2 Other LT Assets 0.1 1.2 1.3 15
Depreciation & Amortisation 0.2 0.2 04 05 Cash/ST Investment 13 24 29.7 29.7
EBIT 3.9 6.9 8.8 15.7 Other Current Assets 6.7 10.9 43 5.3
Associate Contributions 0.0 0.0 0.0 0.0 Total Assets 8.3 14.0 35.7 37.1
Net Interest Income/(Expense) 0.2 0.1 0.2 0.3 ST Debt 0.0 0.0 0.0 0.0
Pre-tax Profit 41 7.0 9.0 16.2 Other Current Liabilities 8.4 21 2.8 35
Tax 0.1) (0.2) (0.3 (3.7) LT Debt 0.0 0.0 0.0 0.0
Minorities 0.0 0.0 0.0 0.0 Other LT Liabilities 0.0 0.7 18 25
Net Profit 4.0 6.7 8.7 125 Shareholders' Equity 74 111 311 311
Net Profit (Adjusted) 4.0 6.7 8.7 12.5 Minority Interest 0.0 0.0 0.0 0.0
Total Liabilities & Equity 8.3 14.0 35.7 371
CASH FLOW KEY METRICS
Year to 31 Mar (RMm) 2021 2022 2023F 2024F Year to 31 Mar (%) 2021 2022 2023F 2024F
Operating 21 5.8 7.1 10.2 Profitability
Pre-tax Profit 41 7.0 9.0 16.2 EBITDA Margin 433 43.0 32,5 40.9
Tax (0.1) (0.2) (0.3) (3.7) Pre-tax Margin 45.6 424 31.8 40.9
Depreciation & Amortisation 0.2 0.2 0.4 0.5 Net Margin 444 40.6 30.7 316
Associates 0.0 0.0 0.0 0.0 ROA 48.2 41.9 244 337
Working Capital Changes (2.0) 0.7) (1.2) (1.8) ROE 54.1 60.4 28.0 40.2
Other Operating Cashflows 0.1 (0.5) 0.0 0.0
Investing (1.4) 0.3 0.9) (5.1) Growth
Capex (Growth) (0.1) (0.4) (1.0) (5.3) Turnover 143 833 715 39.9
Investments 0.0 0.0 0.0 0.0 EBITDA 62.5 821 29.6 76.1
Proceeds from Sale of Assets 0.0 0.0 0.0 0.0 Pre-tax Profit 62.8 70.7 28.6 80.0
Others (1.3) 0.1 0.1 0.2 Net Profit 60.4 67.5 299 437
Financing (6.0) (3.1 17.4 (5.1) Net Profit (Adjusted) 60.4 67.5 29.9 43.7
Dividend Payments (6.0) (3.0) (3.5) (5.0
Issue of Shares 0.0 0.0 21.0 0.0
Proceeds from Borrowings 0.0 0.0 0.0 0.0 Leverage
Loan Repayment 0.0 0.0 0.0 0.0 Debt to Total Capital na. na. n.a. n.a.
Others/Interest Paid 0.0 0.1) 0.1) 0.1) Debt to Equity n.a. na. n.a. n.a.
Net Cash Inflow (Outflow) (5.2) 2.4 236 0.0 Net Debt/(Cash) to Equity -17.6 -21.6 955 -95.5
Beginning Cash & Cash Equivalent 7.8 25 4.9 285 Interest Cover (x) -19.5 -69.0 -44.0 -52.3
Changes Due to Forex Impact 0.0 0.1 0.0 0.0
Ending Cash & Cash Equivalent 25 49 28.5 28.5
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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.
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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 has provided investment banking services to China Resources Mixc Lifestyle
Services (1209 HK) and has received compensation for such services in the preceding 12 months. 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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