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BUY Seeing light ahead

Maintained
( ) 1HFY21 revenue was 47.0% of our FY21E forecasts, and 46.2% of

Price: S$0.670 (as at 16 August 2021) Bloomberg consensus forecasts, slightly lower due to the P2HA
measures in place from 16 May to 13 June, and low footfall that
Target Price: S$0.775 (+15.7%) remained at tertiary institutions and tourist-dependent outlets in 1H.

On the bright side, outlets in the heartlands continue to see higher
footfall and higher delivery sales.

BBG KOUFU SP
1HFY21 revenue rose 18.8% yoy from S$89.0m to S$105.7m, with
Market cap S$371.6m the F&B retail business segment increasing by 37.4% yoy, from
. S$41.2m to S$56.6m and the outlet and mall management segment
Price (16 August 2021) S%0.670 increasing by 2.7% yoy from S$47.8m to S$49.1m. With an
52-week range S%$0.620 — S$0.700 improvement in footfall at food outlets, Koufu managed to increase
rental income. PATMI surged 3.9x.
Target Price S$0.775
- Hoping for higher footfall as Singapore moves towards endemic
Shares Outstanding 554.3m state. Singapore has moved out of P2HA partially from 10 Aug and
will continue to be further from 19 Aug, which will see more relaxed
Free Float 22.1% limits on dining-in. Food courts and F&B outlets in tertiary institutions
Major Shareholder Jun Yuan Holdings 77.2% will continue to pick up pace as more returns to school for FTF
classes. In addition, with the pandemic fatigue kicking in, we expect
P/BV (06/21) 3.5x overall F&B dining in will pick up. Further, as Singapore looks to
reopening its borders gradually to some countries with its travel
Net Debt to EBITDA (12/20) | Net cash corridor plans, we see this boding well for outlets catered towards
tourists.

Source: Company data, Bloomberg, SAC Capital New outlets secured, likely at lower rental rates. In 1H, Koufu had

opened 1 new food court and 6 F&B kiosks/stalls. We expect these
leases were locked in at lower rental rates, lowering expenses until
they get renewed. As at 30 Jun 2021, Koufu has net cash of S$68.8m
(up from S$65.7m in 31 Dec). This makes up 64.9% of net assets.

Maintain BUY rating at marginally higher fair value of S$0.775
(from S$0.770). Our DCF-derived target price translates into a
FY21E/FY22E P/E of 19.5x and 15.8x. We maintained our FY21/FY22

Analyst topline estimates, with adjustments to bottomline (-7.6% / -7.9%) due
Lim Li Jun Tracy +65 6232 3239 to higher rental expenses and staff costs with the new businesses,
tim@saccapital.com.sq and higher staff incentives in 1H; slightly offset by the lower
depreciation expense. We expect further HoH improvements in 2H,
Analyst with i) new outlet contributions, and ii) as Singapore moves towards
Lam Wang Kwan +65 6232 3237 an endemic state with more relaxation of limits and measures. Our
lamwk@saccapital.com.sg target price implies a 15.7% upside to the last traded price.

Key Risks: Further restriction measures

Key Financials

FY ended 31 Dec FY2018 FY2019 FY2020 FY2021E
Revenue (S$'m) 223.8 2375 192.4 224.8 245.9
EBIT (S$'m) 29.3 375 16.1 29.9 36.9
Net profit (S$'m) 245 27.7 9.9 22.0 27.3
Basic EPS (S cents) 4.75 4.99 1.78 3.98 4.92
Dividend per share (S cents) 1.00 2.20 2.00 2.49 2.74
Net cash / (debt) 91.2 90.3 65.7 81.4 85.9
Valuation
EBIT margin (%) 13.1 15.8 8.4 133 15.0
ROIC (%) 490.2 22.0 9.3 17.7 20.3
EV/EBITDA (x) 6.8 25 3.3 2.8 25
P/E (x) 15.1 13.4 37.6 16.8 13.6
Dividend yield (%) 15 3.3 3.0 3.7 4.1

1

* Excluded lease liabilities
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Revenue 1H21
(S$'m)

Outlet & 49.0
mall mgmt

F&B retail 56.6
Others 0.1

Total 105.7

Source: Company Data, SAC Capital
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Investment Highlights
Seeing light ahead

1HFY21 revenue was 47.0% of our FY21E forecasts, and 46% of Bloomberg
consensus forecasts, slightly lower due to the P2HA measures in place from
16 May to 13 June, and low footfall that remained at tertiary institutions and
tourist-dependent outlets in 1H. On the bright side, outlets in the heartlands
continue to see higher footfall and higher delivery sales.

1HFY21 revenue rose 18.8% yoy from S$89.0m to S$105.7m, with the F&B
retail business segment increasing by 37.4% yoy, from S$41.2m to S$56.6m
and the outlet and mall management segment increasing by 2.7% yoy from
S$47.8m to S$49.1m. With an improvement in footfall at food outlets, Koufu
managed to increase rental income. PATMI surged 3.9x.

In March, Macau reopened its borders to tourists entering from Mainland
China. Londoner Macao food court saw a significant improvement in footfall,
which is expected to continue as long as its quarantine-free travel remains
open to Chinese visitors. However, as most of Macau’s share of revenue
comes from Chinese tourists, we are cautious of the spread of the Delta
variant currently ongoing in China.

In 1H, with the restrictions in place in Singapore and Malaysia (source of some
materials), the integrated facility is expected to commence operations in
Q3/Q4 2021 (from the previously scheduled Q2). It has achieved full tenancy
for the remaining 25% of facility’s GFA (Koufu will be occupying the remaining
75%).

Hoping for higher footfall as Singapore moves towards endemic state

Singapore has moved out of P2HA partially from 10 Aug and will continue to
be further from 19 Aug, which will see more relaxed limits on dining-in.

In 1H, Koufu temporarily suspended several business outlets in low footfall
areas such as tertiary institutions. With higher vaccination rates in Singapore,
the plans to move towards an “endemic” state are becoming more concrete.
Food courts and F&B outlets in tertiary institutions will continue to pick up
pace as more returns to school for face-to-face lessons. In addition, with the
pandemic fatigue kicking in, social gatherings, retail activity and entertainment
activities have been picking up, which we expect would continue further as
increasingly more becomes fully vaccinated.

Currently, as Koufu’'s heartlands outlets pick up pace, tourist-dependent
outlets are still facing drags. With Singapore’s travel corridor plans and aims to
reopen its borders gradually to some countries, we see this boding well for
outlets catered towards tourists.
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Investment Highlights
New outlets secured, likely at lower rental rates

In 1H, Koufu has opened 1 new food court and 1 self-operated stall at Sun
Plaza, and 5 other F&B retail kiosks/stalls including 2 R&B Tea, 3 Dough
Culture kiosks. In July/August, they additionally opened 2 new food courts at
Marina Square, Nanyang Technological University and 1 new food court shop
at the new Koufu Headquarters in Q3 2021. A few other F&B outlets are
underway with leases secured. We expect these leases were locked in at
lower rental rates, lowering expenses until they get renewed.

According to Management, expansion within Singapore will have a focus on
new housing estates, hospitals, commercial malls and tertiary educational
institutions. For overseas expansion, their focus will be to continue to build
their network in Macau.

As at 30 Jun 2021, Koufu has net cash of S$68.8m (up from S$65.7m in 31
Dec). This makes up 64.9% of net assets.

Maintain BUY rating at marginally higher fair value of S$0.775 (from
S$0.770)

We maintained our FY21/FY22 topline estimates, with adjustments to
bottomline (-7.6% and -7.9%) due to higher rental expenses and staff costs
with the new businesses, and higher staff incentives in 1H; slightly offset by
the lower depreciation expense due to the lower carrying amount of ROU
assets.

We expect further HoH improvements in 2H, with i) new outlet contributions,
and ii) as Singapore moves towards an endemic state with more relaxation of
limits and measures. With the high depreciation charge w.r.t. EBIT, and higher
cash position, our DCF-derived target price is marginally higher, and
translates into a FY21E/FY22E P/E of 19.5x and 15.8x. Our target price
implies a 15.7% upside to the last traded price.
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CAPITAL
Income Statement Ratios
Fiscal Year Ended 31 Dec Fiscal Year Ended 31 Dec
(S$’m) FY2018A FY2019A FY2020A FY2021E FY2022E FY2018A FY2019A FY2020A FY2021E FY2022E
Revenue 2238 2375 1924 2248 2459 Adoption of SFRS 16 Leases increased lease liability in FY2019
Other income 5.3 5.7 15.3 10.1 71 T,
Cost of inventories Profitability (%)
consumed -35.1 -36.9 -33.9 -40.2 -42.9 Gross profit/(loss) margin 84.3 84.5 82.4 82.1 82.6
Staff costs -36.9 -39.9 -36.0 -43.2 -45.7 Profit/(loss) before tax
Depreciation of margin 13.1 14.3 6.0 11.8 13.4
Investment Properties Liquidity (x)
and PPE -11.9 -76.6 -76.2 -74.2 -76.9 Current ratio 2.0 0.9 0.9 0.9 0.9
Property rentals and Quick ratio 2.0 0.9 0.9 0.8 0.9
related expenses -105.1 -42.5 817 -33.7 -35.7 Interest coverage ratio 104.6 8.5 3.3 7.6 7.9
Distribution and selling Net Debt to Equity (%) Net cash Net cash Net cash Netcash Net cash
expenses -2.0 -0.8 -1.2 -1.4 -1.6 Valuation (x)
Administrative expenses -6.3 -5.0 -5.4 -6.4 -6.6 P/E 15.1 13.4 376 16.8 13.6
Other operating expense  -2.9 -4.0 -5.2 -4.5 5.2 P/B 2 1 3 6 3 7 3 4 3 1
Results from operating ’ ’ ’ ’ ’
activities 29.0 37.3 16.1 29.9 36.9 EV/iBéTDA ion Cyel 6.8 25 33 28 25
Finance income 0.4 0.9 0.4 0.6 0.6 Tasd on\_/erks)llor:j yele 35 a1 63 a8 36
Finance costs -0.3 -4.4 -4.9 -3.9 -4.7 rade receivanle days
Profit before tax 294 340 11.6 266 328 Inventory days 13 14 19 15 15
Tax expense 5.0 6.1 2.0 -4.5 5.6 Trade payable days 86 75 93 91 89
Profit for the year 245 27.8 9.6 22.0 27.3 CCC days -38 -29 -11 -39 -38
Profit attributable to:
Owners of the Company 245 27.7 9.9 22.0 27.3
Balance Sheet Cash Flows Statement
Fiscal Year Ended 31 Dec Fiscal Year Ended 31 Dec
(S$’m) FY2018A FY2019A FY2020A FY2021E FY2022E (8$’'m) FY2018A FY2019A FY2020A FY2021E FY2022E

Property, plant and Profit for the year 24.5 27.8 9.6 22.0 27.3

21.4 210.0 191.1 207.8 221.5

equipment -
Intangible assets 01 02 160 157 154 eeceaopeRtar w9 766 762 742 769
Investment properties 13.8 19.9 14.9 14.3 13.7 )
Finance cost 0.3 4.4 4.9 3.9 4.7
Trade and other 113 104 132 116 121 .
receivables ' : : ' : Finance income -0.4 -0.9 -0.4 -0.6 -0.6
Total non-current assets 52.1 242.5 238.7 249.5 262.8 Tax expense 5.0 6.1 20 45 56
Inventories 13 14 18 16 18 Others 419 1152 974 1040 1140
Trade and other 102 100 200 116 121 i - i
receivables : - . : : Change in working capital -3.0 0.9 -18.2 17.0 25
Time deposits 35.0 4.6 3.1 0.0 0.0 Tax paid -5.6 -6.1 -6.3 -4.5 -5.6
Cash and cash equivalents  61.0 90.4 76.4 92.6 95.1
Total current assets 107.6 1064 1029  107.6  110.7 l(;lste::;is:ggaecrﬁvrsit:g from 332 110.1 73.0 116.6  111.0
Total assets 159.7 348.9 341.6 357.1 3734 . .
Trade and other payables ~ 46.0 412 440 500  52.6 ::St(')';‘l’;jsmem in 01 0.2 0.0 0.0 0.0
Lease liabilities - 63.3 64.7 66.0 67.3
Loans and borrowings 0.4 0.6 2.7 2.4 22 Interest received 0.4 0.8 0.4 0.6 0.6
Current tax liabilities 6.0 6.0 35 4.8 4.1 Proceeds from disposals 0.8 0.5 0.0 0.8 0.0
Total current liabilities 53.8 112.6 116.4 124.7 127.7 Purchases 19.0 270 -15.8 19.8 225
Trade and other payables 6.8 7.4 5.2 6.1 7.1
Lease liabilities - 1176 1029 1055 1075 Others -0.0 0.0 -0.0 00 0.0
Loans and borrowings 4.4 4.1 11.0 8.8 7.1 Net CE:_Sh ffo?ﬁ (t(USEd in) 56.2 6.1 29.6 154 21.9
Total non-current 144 1333 1239 1242 1255 investing activities
Total lisbili 682 2459 2403 2490 2533 o lovownes 88 608828 20
otal liabilities . . . . . )
Share capital 450 450 450 450 450 Interest paid 02 43 45 -39 4T
i Dividends paid -18. -12. -11. -14. -15.
tlzrg:gg:lg#rrrg::xe 03 04 03 03 03 p 181  -122  -114  -141  -155
Lease payments - -64.4 -50.9 -64.4 -64.4
Treasury shares - - - - -
Retained earnings 46.7 58.0 56.7 65.0 77.1 Others 0.0 0.1 0.1 0.1 0.1
Equity attributable to Net cash (used in) / from
ool of the Company 14 1023 1010 1080 1201 ﬁnancing(activitigs 309 868 -57.6 -850  -86.7
Non-controlling interest 0.1 0.7 0.3 0.1 0.1 Net increase in cash 7.9 29.4 141 16.3 25
Total equity 915 103.0 101.3 108.1 120.2 Effect of exchange rate 01 00 01 00 0.0

fluctuations on cash held

Cash and cash

. 61.0 90.4 76.4 92.6 95.1
equivalents

Financial figures have not been adjusted to Singapore Financial Reporting Standards (International) (“SFRS(1)”) and may not be comparable to the latest company financials
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DISCLAIMERS AND DISCLOSURES

This report has been prepared and distributed by SAC Capital Private Limited (“SAC Capital”) which is a holder of a capital
markets services licence and an exempt financial adviser in Singapore.

This report has been prepared for the purpose of general circulation, we have not had regard to the specific investment
objectives, financial situation, tax position or unique needs and constraints of any individual person or any specific group of
persons and does not purport to be comprehensive or contain all necessary information which a prospective investor may
require in arriving at an investment decision. Any prospective purchaser should make his own investigation of the securities
and all information provided. Advice should be sought from a financial adviser regarding suitability, taking into account the
specific investment objectives, financial situation or particular needs of the person in receipt of the recommendation, before a
commitment to purchase is entered into.

This report does not constitute or form part of any offer or solicitation of any offer to buy or sell any securities. This report is
confidential and the information in this report shall not be copied or reproduced in part or in whole, and save for the recipient of
this report, shall not be disclosed to any other person without the prior written consent of SAC Capital. The distribution of this
report outside the jurisdiction of Singapore is also strictly prohibited.

Whereas SAC Capital has not independently verified all the information set out in this report, all reasonable care and effort has
been taken to ensure that the facts stated herein are accurate, this report might contain certain forward looking statements and
forward looking financial information which are based on certain assumptions and involve known and unknown risks,
uncertainties and other factors which may cause the actual results or performance of the subject company to be materially
different from those expressed herein. Predictions, projections or forecasts of the economy or market trends are not indicative
of the future performance of the subject company. The inclusion of such statements and information should not be regarded as
a representation, warranty or prediction with respect to the accuracy of the underlying assumptions of the subject company or
that the forecast results will or are likely to be achieved.

Our opinion and facts set out in this report are based on the market, economic, industry and other applicable conditions
prevailing as at the date of the preparation of this report. Such conditions may change significantly over a relatively short
period of time and we assume no responsibility to update, revise or reaffirm our opinion in light of any development
subsequent to the publication of this report, that may or may not have affected our opinion contained herein.

This report contains forward-looking statement which are based on assumptions or forecasts and are subject to uncertainties
which may result in the actual result or performance to be materially different from the opinion or facts set out herein. Caution
should be exercised in placing undue reliance on such statements. such assumptions or forecasts may change over a
relatively short period of time and we assume no responsibility to update, revise or reaffirm our opinion in light of any
development subsequent to the publication of this report.

No representation or warranty, expressed or implied, is made and no responsibility is accepted by the company, SAC Capital,
or any of their affiliates, advisers or representatives as to the fairness, accuracy, completeness or adequacy of such
information or facts, in this report or any other written or oral information made available to any interested party or its advisers
and any liability therefore is hereby expressly disclaimed.

SAC Capital and its associates, directors, and/or employees may have positions in the securities covered in the report and
may also perform or seek to perform other corporate finance and/or capital markets related services for the company whose
securities are covered in the report. SAC Capital and its related companies may from time to time perform advisory services or
solicit such advisory services from the entity mentioned in this report (“Other Services”). This report is therefore classified as a
non-independent report. However, the research professionals involved in the preparation of this report are independent of
those possible or actual business relationships as they have not and will not participate in the solicitation or provision of such
business.

As at the date of this report, SAC Capital does not have proprietary positions or interests in the subject company, except for:

Party Quantum of position

Nil Nil

As at the date of this report, SAC Capital, has had business relations with the subject company within the past 12 months, as
disclosed hereunder:

Nature of Business Relation Date of Business Relation

Nil Nil
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As at the date of this report, none of the analysts who covered the securities in this report have any proprietary position or
material interest in the subject companies covered here in, except for:

Analyst name Quantum of position

Nil Nil

ANALYST CERTIFICATION/REGULATION AC

As noted above, research analyst(s) of SAC Capital who produced this report hereby certify that

(i) The views expressed in this report accurately reflect his/her personal views about the subject corporation(s);
(i) The report was produced independently by him/her;

(iii) He/she does not on behalf of SAC Capital or any other person carry out Other Services involving any of the subject
corporation(s) or securities referred to in this report; and

(iv) Hel/she has not received and will not receive any compensation directly or indirectly related 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. He/she has not and will not receive any compensation directly or indirectly linked to the
performance of the securities of the subject corporation(s) from the time of the publication of this report either.



