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Sales rebound from pent-up domestic demand and
tourist arrivals

A renowned household brand offering numerous dining
concepts. Established in 1987 with its Flagship Jumbo Seafood
at the East Coast Seafood Centre, Jumbo has grown its Jumbo
Seafood outlets in Singapore and overseas, and ventured into
other cuisines through acquisitions, franchise and franchise-in
model. Jumbo currently has 8 F&B brands, with a presence in 11
cities in 6 countries.

The growth drivers are 1) With the reopening of the economy
and removal of border restrictions, there is a strong pent-up
demand for dining-out and increase in tourists visits; 2) After two
months of strict lockdowns in Beijing and Shanghai, China is also
relaxing movement restrictions, which help to rejuvenate
consumption demand at restaurants; 3) Enlargement of the
footprints of Jumbo Seafood and other brands in Asia through the
franchise model; 4) Potential to raise prices in an inflationary
environment.

The headwinds going forward are 1) Manpower shortage due
to the low unemployment rate and stringent cap on foreign
dependency ratio in Singapore; 2) China’s zero-Covid policy
presents uncertainty in business operations; 3) Rising input costs
with higher commodity prices. Thus far, Jumbo has been able to
pass this on and maintain gross margin, but it could face
resistance if the macro environment weakens; 4) Recessionary
pressure might lead to cut back in discretionary spendings,
especially on high-ticket meals.

BUY at TP of S$0.38. We expect earnings to improve ahead
from a net loss of S$11.8m (FY21) to a smaller net loss of
S$5.7m in FY22E and a net profit of S$5.3m in FY23E. The stock
is currently trading at a forward PE of 30.8x, and EV/EBITDA of
4.5x for FY23E respectively. We initiate coverage with a BUY at
a DCF-derived TP of S$0.38 (COE: 11%).

FYE 30 Sep (S$m) FY19A
Revenue 153.6
EBIT 14.0
Net profit (loss) 11.7
EPS (S cents) 1.8
DPS (S cents) 1.2
Net cash (Net debt) 47.0
Valuation

EBIT margin (%) 9.1
ROIC (%) 38.8
EV/EBITDA (x) 10.0
P/E (x) 20.6

Dividend yield (%) 3.2

FY20A FY21A FY22E FY23E
97.6 81.8 129.8 202.9
(9.1) (13.7) (4.0) 9.1
(8.2) (11.8) (5.7) 5.3
(1.3) (1.8) (0.9) 0.8

- - - 0.6
26.0 14.0 19.5 33.1
(9.4) (16.8) (3.1) 45

(32.4) (29.0) (8.6) 25.7
50.4 104.2 10.2 45

(23.1) (13.9) (28.7) 30.8

- - - 2.2



Background

Jumbo Group is a well-known household brand for seafood restaurants in Singapore
with a signature Chili Crab cuisine. Established in 1987, it has expanded into other
dining concepts, ranging from full-service dining to casual to Quick-Service-Retall
(QSR), and other types of cuisines through acquisitions and a franchise-in model. It
has a portfolio of eight F&B brands, including a virtual brand, ‘Hack It’, for online

orders and delivery.

Brand Concept Location No. of Qutlets Stake
JUMBO SEAFOOD Full-Service Singapore 5 100
Shanghai 3 70%
Beijing 2 51%
Xi'an 2 51%
Fuzhou 1 Franchise
Taipei 1 80%
Ho chi Minh City 3 Franchise
Bangkok 2 Franchise
Seoul 1 Franchise
JUMBO SIGNATURES Full-5ervice Singapare 1 100%
JUMBO KITCHEM Full-5ervice Taipei 1 Franchise
ZUI'YU XUAN TEQCHEW CUISINE Full-Service Singapore 2 100%
CHAC TING Fast Casual Singapore 1 100%
NG AH 310 BAK KUT TEH Fast Casual Singapore 2 1003
Shanghai 1 100%
EOK KEE WANTON MOODLE Fast Casual Singapore 8 75%
LAU LIM MEE POK Fast Casual Singapore 1 B50%
KINYAD HAINAMESE CHICKEN RICE Fast Casual Shanghai 1 100%
T3UI WAH CHA CHAAN TENG Casual Dining Singapore 4 49% Franchise-in
SINGAPORE SEAFOOD REPUBLIC (20% stake) Full-Service Japan 3 Franchise
Love, Afare Retail packs 100%
HACK IT Wirtual Singapore 100%
TOTAL 45
Jumbo’s owned outlets are located in Singapore, China and Taiwan.
1H2022 Revenue by Number of outlets
Country by Country
M Singapore M Singapore
M PRC M PRC
m Taiwan W Taiwan



Background

Jumbo started its franchise model in 2017 with the first Jumbo Seafood in HCMC,
Vietnam. Under the franchise model, it derives a fee of 3-5% of the franchisees’
revenue. It currently has 6 outlets under franchise. Franchise revenue is still small at
S$0.43m in FY21. Jumbo began its first franchise-in in 2018 with the Tsui Wah Cha
Chaan Teng brand from HK which is renowned for Hong Kong cuisines.

Jumbo Group partners with Tung Lok, Palm Beach Seafood, Seafood International
Market & Restaurant and M.R.S restaurant to take a 20% stake in the Singapore
Seafood Republic brand. There are currently 3 franchised outlets in Japan under this
brand.

The company operates a central kitchen at its corporate headquarter in Singapore
that produces the essential base for various key dishes for use at its outlets, as well
as packaged retail packs for distribution and sale through supermarkets and
convenience stores. The central kitchen gives it an edge in terms of 1) ensuring
consistent quality among its outlets; 2) reducing food preparation time and the
number of chefs at the food outlets; and 3) cutting down on space required at the
outlets hence enabling a higher seating capacity.

CEO Ang Kiam Meng has an interest of 1.6% in the Group. The founder, Mr Ang Hon
Nam and co-Founder, Mr Tan Gee Jian hold 47.3% and 6.6% shares respectively.

Re-opening fueled sales rebound

Sales in FY21 and FY22 were affected by lockdowns and movement restrictions.
However, from 26 April 2022, substantially all COVID restrictions were lifted in
Singapore. The borders are also opened and quarantine rules are relaxed to allow
more tourist arrivals. Although covid cases rise to more than 10,000 in late June,
Singapore's strategy is to co-live with the variants. Pent-up demand and more tourist
spendings are likely to drive 2H22 (Apr-Sep 2022) recovery.

Retail Sales Growth (YOY %)
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Re-opening fueled sales rebound

Tourism Receipts - F&B (YOY %)
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Price increase to offset higher input costs

Jumbo is able to enjoy operating leverage with higher volume. Jumbo has also raised
prices in tandem with the higher demand, which is sufficient to offset the rise in input
costs and keep the gross margin at about 63%. However, we think further price
increases could become challenging in an environment of softening economic

outlook.
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Margins for online sales and takeaway orders are lower as the delivery service charge a fee
amounting to 20-25% of revenue. Besides this cost savings, restaurants also enjoy a higher
margin for dine-in as they typically charge a 10% service charge. Hence, a lower proportion
of online sales will translate into a higher margin. Jumbo’s revenue from online sales as a
percentage of revenue has decreased from double to a single digit.
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Rental rates increase remained subdued

Retail rental has remained subdued. Rents account for 15% of operating costs in 1HFY22.
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Surge in staff costs is a concern

Unit Labour Cost Of Food & Beverage
Services (QoQ %)

140%
120%
100%
80%
60%
40%
20%
0%

-20% 2019 2019 2019 2019 2020%\2020 2020 2020 12021 2021 2021 2022

-40%
-60%
-80%

50

40

30

20

10

1 2Q 3Q 4Q 1Q 30 4Q 10 2Q 3Q 4Q 1Q

Employees Benefits Expense (SSm)

50%

/\ 40%

30%

20%
10%

0%
FY17 FY18 FY19 FY20 Fy21 1H FY22

Employee benefits expenses

= Employee benefits expenses (as a % of rev)

The long-term objective is to reduce dependency on foreign workers also applies to

restaurant

operators.

The dependency ratio ceiling (DRC) for the service sector is 35%. During COVID, many non-
residents have left for home. All in, the service sector had a net reduction of 91,100 workers
in 2021. The recovery in 1Q22 has been slowed at about 36,800 workers.
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China’s demand stays weak for FY22

The sporadic lockdowns in Shanghai, Beijing and Xian which began in April, had negatively
impacted the restaurant operations. The zero-COVID policy that the authority adopts means
that random checks and lockdowns are likely to become a norm, further exacerbating the
challenges for food operators that relies on the dine-in crowd.

China Retail Sales (YOY %)
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Future expansion to adopt the franchise model

With the franchise model, Jumbo has a higher chance of success in Asia as its partner is more
familiar with the grounds. The franchise model has worked well for Jumbo in Vietnam and
they are looking to expand to 4 outlets by FY22. However, franchise income is still small and
contributed to 0.53% of revenue in FY21.



Financials
Half Year Revenue (SSm)
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The demand for the Jumbo Group’s full-service restaurants is generally higher during the
festive period, especially Chinese New Year which falls on 1H of the Group’s fiscal year.

Although during the Chinese Year New period in 1HFY2022 the dine-in size was 5-pax as
compared to 8-pax in 1H2021, the Group’s revenue improved by 9% yoy. Due to the dining
restrictions, Jumbo Seafood’s sales improved marginally by 3% YoY, Zui Teochew Cuisine’s
sales dropped by 10.1% YoY while the casual restaurants, fast-casual restaurants and virtual
brands brought an incremental revenue of S54.2m compared to 1H2021.

Net Cash (SSm)
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Jumbo took bank loans and increased its investments in structured deposits to 7.5m and
listed equities to 7.1m in 1HFY22, intending to generate returns to offset interest expense.

Cash Flows (SSm)
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The operations are cash-generative where it generates an operating cash flow of about
$$5.2m in FY20 and S$4.7m in FY21, and S$4.0m in 1H22. Free cash flow was negative as the
Group opens more stalls and make other investments.
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JUMBO GROUPLTD

TUNG LOK RESTAURANTS
JAPAN FOODS HOLDING LTD
KATRINA GROUP LTD

ABR HOLDINGS LTD

RE&S HOLDINGS LTD

SAKAE HOLDINGS LTD
SOUP HOLDINGS LTD

Mkt Cap Revenue

1798
310
741
116
904
66.6
134
238

81.8
522
546
53.8
746
1239
211
206

Peer comparison

Jumbo’s closest competitor for crab cuisines is No Signboard Seafood. However, NSS has
faced financial difficulties when the outlets could not operate when COVID hit. Its premium
flagship outlet at Esplanade and Vivocity outlet was closed, leaving only the Geylang Road
outlet.

Other close competitors that serve seafood cuisines include listed Tunglok Restaurants and
non-listed Crystal Jade and Paradise Dynasty. RE&S, Sakae Holdings and Japan Foods focus
on Japanese cuisines, while Soup Restaurants offer traditional Chinese dishes.

Jumbo is an outlier in terms of Price/Book and EV/EBITDA. This could be due to a strong
brand recognition amongst the locals as well as tourists.

EBIT EBITDA NI GM ROE ROIC  EVIEBITDA (x) EVIEBIT (X) PIE (x) PIB (x)
-13.3 6.1 -11.8 £2.3% -23.5% -11.8% 300 - - 43
14 78 18 70.8% -14.6% -5.0% 54 - - 31
38 244 32 84.6% 9.8% 5.7% 36 250 222 22
27 214 02 0.9% N/A 480.6% 32 248 - -
17 18.7 25 41 4% 26% 1.9% 45 405 7o 1.0
15.2 408 95 72.5% 286% 11.2% kN 12.3 6.5 1.7
38 91 2.3 £5.8% 46% 34% 78 218 86 04
09 75 08 76.8% 1.5% 50% 24 203 279 21
Mean 88 256 206 21
Median 4.1 233 222 21
Valuation

Our DCF-derived TP is S50.38/share (COE 11%). We expect revenue to grow by 58.7% in
FY22E as the economy opens, restrictions are removed and economic activities resume. We
expect the company to remain in the red in FY22E with a smaller net loss of S$5.7m, but turn
around in FY23E to net profit of S$5.3m.
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Income Statement

FYE 30 Sep (S$m) FY19A FY20A FY21A FY22E FY23E

Revenue 153.6 97.6 81.8 129.8 202.9
Cost of sales (555) (36.1) (30.9) (48.0)  (75.1)

Gross profit (loss) 98.1 61.4 50.9 81.8 127.8
Employee costs (47.2) (38.5) (34.9) (45.4) (66.9)
Other gains 15 1.9 1.2 0.8 0.0

Other operating expenses  (33.1) (21.5) (15.7) (23.1) (31.7)

EBITDA 19.4 3.2 14 14.1 29.2
D&A (5.4) (17.1)  (195) (18.2)  (19.8)
Associates & JV (0.8) (0.3) (0.4) 0.4) (0.3)
Exceptional Items 0.9 5.0 4.7 0.5 0.0

EBIT 14.0 9.1) (13.7) (4.0) 9.1
Finance costs 0.0 (0.8) 1.1) (2.2) (2.0)

Pretax profit (loss) 14.0 (10.0) (14.9) (6.2) 7.1
Tax credit (expense) 3.1) 0.1 3.7 11 1.2)
Non-controlling interest 0.8 1.7 (0.6) (0.6) (0.6)

Net profit (loss) 11.7 (8.2) (11.8) (5.7) 5.3

Balance Sheet

FYE 30 Sep (S$m) FY19A FY20A FY21A FY22E FY23E
Assets
Investments 15 15 11 0.6 0.3
Intangible assets 0.0 0.2 0.5 0.0 0.0
ROU 0.0 23.3 234 22.0 18.8
PPE 21.8 23.6 23.8 19.5 15.9
Deferred tax assets 0.0 0.0 3.8 3.8 3.8
Other non-current assets 4.2 5.8 6.3 6.3 6.3
Total non-current assets 215 54.4 58.8 52.2 45.1
Cash and cash equivalents  46.6 27.7 20.5 229 40.2
Trade and OR 14.1 11.1 11.5 15.8 20.7
ST Investments 0.4 0.3 8.8 15.0 11.2
Inventories 1.7 2.4 2.3 (2.8) 3.2
Total current assets 62.8 41.6 43.1 50.8 68.9
Total Assets 90.3 96.0 102.0 103.0 114.0
Liabilities
Lease Liabilities 0.0 12.9 14.4 14.4 144
Bank borrowings 0.0 0.5 10.9 10.9 10.9
Deferred tax liability 0.4 0.4 0.0 0.0 0.0
Total non-current liabilites 04 138 253 253 253
Trade and other payables 135 9.2 11.0 15.3 21.7
Provision for reinstatement 21 20 35 35 35
costs
Lease Liabilities 0.0 11.8 10.6 10.6 10.6
Bank borrowings 0.0 1.6 4.5 7.5 7.5
Income tax payable 25 0.4 0.0 (1.1) 1.2
Total current liabilities 18.0 24.9 29.6 35.8 44.5
Total Liabilities 18.4 38.7 54.9 61.1 69.8
Net Assets 72.0 57.3 47.1 41.9 44.2
Equity
Share Capital 48.8 48.8 49.4 49.4 49.4
Treasury shares (0.4) (0.4) (0.4) (0.4) (0.4)
Currency translation ©5) ©.2) 02 02 02
reserve
Merger reserve (2.8) (2.8) (2.8) (2.8) (2.8)

(Accumulated
losses)/Retained earnings

Owner's Equity 68.7 55.3 44.6 38.9 40.6
Non controlling interests 3.2 2.0 25 3.0 3.6
Total Equity 72.0 57.3 47.1 41.9 44.2

23.7 10.0 (1.8) (7.5) (5.8)

Cash Flow Statement

FYE 30 Sep (S$m) FY19A FY20A FY21A FY22E FY23E

Pretax profit (loss) 140 (10.0) (14.9) (6.2) 7.1
D&A 5.4 17.1 19.5 18.2 19.8
Impairment 0.0 3.7 0.1 0.0 0.0
Interest Expense 0.0 0.8 1.1 2.2 2.0
Interest income (0.3) (0.2) (0.1) 0.0 0.0
Associate 0.8 0.3 0.4 0.4 0.3
Others 0.1 09 (07 00 0.0
Changes in working capital (2.9) (4.8) 11 5.1 2.0
Interest income received 0.3 0.2 0.1 0.0 0.0
Interest paid 0.0 (0.8) (1.1) 2.2) (2.0
Income tax paid (2.9) (2.0) (0.8) 0.0 11

Operating cash flow 14.6 5.2 4.7 17.6 30.2
Capex 6.1) (75) (5.0) (12.0) (13.0)
Others (03) (1) (98 (61) 37

Investing cash flow (6.4) (9.6) (148) (18.1) (9.3)

Free cash flow 8.2 (44) (10.1) (0.6) 20.9
Dividends paid (7.7) (4.5) 0.0 0.0 (3.6)
Net borrowings 0.0 (0.3) 13.2 3.0 0.0
Others 05) (97) (105 0.0 0.0

Financing cash flow (8.2) (14.5) 2.7 3.0 (3.6)

Net change in cash & equivalents (0.0) (18.9) (7.5 2.4 17.3

Ratios

FYE 30 Sep (S$m) FY19A FY20A FY21A FY22E FY23E

Profitability (%)

Gross margin 63.9 63.0 62.2 63.0 63.0

EBIT margin 9.1 (9.4) (1680 (3.1 4.5
Liquidity (x)

Current ratio 35 1.7 15 1.4 15

Interest coverage ratio - - - - -

Net Debt to Equity (%) Net cashNet cashNet cashNet cashNet cash

Valuation (x)

PIE 206 (23.1) (13.9) (28.7) 3038
P/B 3.3 33 35 3.9 3.7
EV/EBITDA 100 504 1042 102 45

Cash Conversion Cycle (CCC)

Trade receivable days 335 41.7 51.5 443 37.2
Inventory days 11.3 24.3 27.0 21.3 15.7
Trade payable days 88.5 92.8 129.9 116.0 1055
CCC days (43.7) (26.8) (51.4) (50.3) (52.6)
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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

Issue Manager 31 December 2021
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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;

(i) 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) He/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.
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