Sheng Siong Group

Expecting to capture more market share
SINGAPORE | CONSUMER | RESULTS

Higher 3Q15 revenue and net profit in line with PSR/consensus estimates.

Muted comparable same-store sales growth (SSSG) amidst intense competition and
lacklustre demand. New stores and newly renovated stores helped to cushion the weak
sales growth. Continue expansion and rejuvenation plans.

New store at Dawson Road (expected to start in Nov-15) will bring retail space up by
6.4% y-y and the total number of stores to 39 by end of this year.

Results at a glance

PhillipCapital
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Accumulate (Maintain)

(SGD mn) 3Q15 3Q14 y-y(%) 2Q15 g-q (%) Comments

Revenue 2000 1864 7.3% 179.0 11.7% 6.2% from new stores, 1.1% from higher same store sales; keen competition

Gross profit 487 451 8.0% 45.0  8.0% Margin pressure due to (i) seasonality, (ii) supply disruption, and (iii)
stronger USD

EBITDA 21.0 175 19.9% 159 32.0%

EBIT 176 147 19.7% 16.2  8.9% Higher depreciation due to purchase of Blk 506 Tampines Central,
renovation and upgrading

Net profit 14.5 122 18.7% 13.6  6.2% Higher other income and better cost management

Source: Company, Phillip Securities Research (Singapore)

Analyst briefing key takeaways
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Intense competition on volume growth in expense of lower prices. 3Q15 gross profit

margin edged up 0.1 p.p. y-y to 24.3%, but fell on quarterly basis. Margin pressures

came from:

a. Seasonality sales mix shift
Typically, retailers would compete for volume sales during Lunar New Year and the
Lunar Seventh Month. Sales mix shift to higher groceries sales, as supermarkets
often offer bundled goods, e.g. hamper. In addition to the competitive pricing,
demand were softer as compared to last year’s due to subdued economy and weak
consumer sentiment.

b. Prolonged smog
Vegetables prices rose on supply squeeze from Malaysia, thanks to the haze.
Although the fresh food prices could be adjusted daily, SSG is reluctant to pass on
the additional costs to consumers, in its effort to drive volume. Prolonged smog will
continue to negatively impact fresh foods, which are the margin drivers.

c. Stronger greenback
Fresh foods imported outside the ASEAN region (e.g. poultry from Brazil and U.S.,
fruits from Australia, Europe and South Africa, etc.) felt a pinch from USD
strengthening. Similarly, higher costs were absorbed by SSG.

New store and expansions will gradually lift revenue from 2016

a. The new HDB-leased store of approximately 4,300 sq ft at Dawson Road is expected
to be operational in Nov-2015, bringing the total number of stores to 39.

b. The store at Block 506 Tampines could be expanded to ~20,000 sq ft by end-2016.
With most of the leases with the existing tenants would have expired, the Group
could re-configuring the retail layout thus capturing more footfall.

c. The store at Block 258 Loyang Point (~6,000 sq ft) will be closed for 15 months
starting from the 2Q2016, due to renovation by HDB. Subsequently, retail area in
Loyang is expected to increase to ~8,000 sq ft.

Cautious approach amid China’s slowdown. The prevailing uncertainties in the business
environment have deferred its expansion plan in China. The Group and its partner are
still on the lookout for potential sites in Kunming and expect to kick start its first
supermarket earliest in 2016.

CLOSING PRICE SGD 0.89
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COMPANY DATA
O/S SHARES (MN): 1504
MARKET CAP (USD mn/SGD mn): 952/ 1331
52-WKHI/LO (SGD): 0.93/0.64
3M Average Daily T/O (mn) : 3.19
MAJOR SHAREHOLDERS (%)
SS HOLDINGS 29.85%
LIMHOCK CHEE 11.33%
LIMHOCK LENG 11.33%
LIMHOCK ENG 11.33%
PRICE PERFORMANCE (%)
IMTH 3MTH 1YR

COMPANY 54 31 43.1
STIRETURN 789  (7.29)  (2.00)
PRICEVS. STI

1.00

0.90 1

0.80 -

0.70 1

0.60 4

0.50

Oct-14 Feb-15 Jun-15 Oct-15
SSG SP EQUITY FSSTI index

Source: Bloomberg, PSR
KEY FINANCIALS
SGD MN FY13 FY14 FY15F FY16F
Revenue 687 726 765 789
EBITDA 58 57 68 77
NPAT (adj.) 39 48 55 56
EPS (adj.) 2.81 3.34 3.83 3.94
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e  Strategic approach on E-Commerce. The still-growing retail network across Singapore
should help SSG to build an optimal logistics distribution route as it ramp up volume for
its e-commerce. A decentralized warehouse management would help to SSG to increase
efficiency (e.g. faster delivery time).

e  Waiting for competition to normalize and an economic turnaround

a. Persistent competition alongside a still-tepid economic outlook has put consumers
into cautious mode.

b. Labor cost pressure due to domestic restructuring remains a headwind to the
Group, while lower electricity tariffs due to lower oil prices will continue to benefit
the Group.

c. Nonetheless, the five new stores opened since December 2014 as well as newly
renovated stores will continue to support sales.

d. The company will also continue to expand its domestic retail network while
nurturing the six new stores (inclusive of Dawson Road) as well as rejuvenating old
stores to revive footfall. The management also shared that, seeing the tail end of
2011 building frenzy, where new HDB-leased stores supply is expected to ebb,
competition for retail space will remain keen.

How do we view this?
SSG’s 3Q15 performance affirms our optimistic view on its outlook. We think that SSG’s
growth strategy will position it to capture market share when the business cycle turnaround.

Investment Actions

We maintain our “Accumulate” rating with TP of $$0.96, based on estimated $5$3.83 cents
FY15 EPS and a P/E ratio of 25.0x.

3Q15 Results at a Glance

S$ ‘000 3Q15 3Q14 %Yo IM15 IM14 %Y0!
Revenue 199,980 186,356 7.3% 577,335 547,616 5.4%
Profit before tax 17,963 14,973  20.0% 51,211 43,777  17.0%
Profit for the period 14,481 12,204 18.7% 42,178 35,810 17.8%
EPS (S$ cents) 0.96 0.86 11.6% 2.81 256 9.8%
Margin

Gross profit margin 24.3% 24.2% 24.6% 24.2%

Net profit margin 7.2% 6.5% 7.3% 6.5%

Cash Flow

CF from Operating Activities 25,359 26,559 -4.5% 54,823 50,772 8.0%
Cash and cash equivalents at end of the period 131,681 95,643 37.7% 131,681 95,643 37.7%

Source: Company, Phillip Securities Research (Singapore)

SSG Historical P/E Ratio

+1 std. dev.

1-Yr Avg PE

-1 std. dev.
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Source: Bloomberg, Phillip Securities Research (Singapore) estimates
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Figure 1: SSG’s Healthy Growth in Retail Area
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Figure 2: SG Retail Sales Landscape
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Figure 3: SG Inflation and Cost Outlook
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Figure 4: SSG Peer Comparison Table

Bloomberg Mkt Cap EV EV/EBITDA EV/EBITDA EV/EBITDA P/E P/E P/E BEst PEG Net D/E ROA ROE P/B
Company Ticker (SGD mn) (SGD mn) TTM FY1l FY2 FY1 FY2 FY1l (%) (%) (%)
Sheng Siong Group SSG SP 1,315.6 1,183.9 15.6 15.4 15.0 24.1 22.8 22.2 2.1 Net Cash 15.7 22.8 5.4
Singapore
Dairy Farm Intl Hidgs Ltd DFI SP 12,303.4  13,215.0 18.7 13.9 12.6 18.9 19.5 17.6 3.4 Net Cash 10.4 35.0 6.4
Hong Kong
Lianhua Supermarket Holdings Co Ltd 980 HK 777.4 -426.4 N/A N/A N/A N/A N/A 150.1 N/A Net Cash -0.3 -1.3 1.0

China Resources Enterprise 291 HK 6,555.8  10,043.2 18.3 11.9 10.1 1,449.1 31.1 N/A 11.8 -11.5 0.8

Indonesia

Matahari Putra Prima Tbk PT MPPA IJ 1,417.5 1,441.2 16.6 13.7 11.8 26.4 24.4 20.9 2.5 Net Cash 8.4 19.9 4.9
Hero Supermarket Thk Pt HERO 1J 665.1 669.8 33.7 N/A N/A N/A N/A N/A N/A Net Cash -0.9 -1.5 1.2
Ramayana Lestari Sentosa Tbk PT RALS 1IJ 509.4 329.9 7.3 6.2 5.6 14.5 17.4 15.8 87.0 Net Cash 7.2 10.8 1.5
Malaysia

7-Eleven Malaysia Holdings Bhd SEM MK 584.6 523.5 N/A 12.3 10.0 30.1 29.4 23.7 1.7 Net Cash N/A N/A 9.1
Parkson Holdings PKS MK 380.7 800.9 5.8 4.4 4.0 43.6 8.9 7.6 N/A Net Cash 0.5 1.6 0.4
Thailand

Big C Supercenter Pcl BIGC TB 6,509.8 7,151.2 12.6 12.6 11.6 22.1 21.2 19.0 2.0 32.1 7.8 18.5 3.8
CP All Pcl CPALL TB 17,544.2  24,709.9 23.2 19.7 17.3 38.0 34.0 27.4 1.2 470.8 3.8 42.1 14.8
Robinson Department Store Pcl ROBINS TB 1,744.0 1,874.9 32.6 10.3 9.2 22.2 20.7 17.8 1.0 5.6 9.4 16.9 3.6
Siam Makro Pcl MAKRO TB 7,348.9 7,552.5 25.3 21.2 17.8 35.5 32.8 27.8 1.7 9.4 13.8 41.5 13.9
Philippines

Robinsons Retail Holdings Inc RRHI PM 3,157.1 3,081.9 16.5 15.2 12.8 25.8 23.9 20.7 1.5 Net Cash 7.5 10.3 2.5

Puregold Price Club
Average

PGOLD PM  2,982.4 13.7 12.1

13.6

3,078.8 10.6

11.7

20.4 19.9 17.7 1.9

19.2 1.7

Net Cash 10.0
N/A 8.8

14.2 2.7
12.2 2.6

Source: Bloomberg, Phillip Securities Research (Singapore) Estimates

Source: Bloomberg, Phillip Securities Research (Singapore) Estimates
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Balance Sheet

Y/E Dec, SGD mn FY12 FY13 FY14 FY15F FY16F
Revenue 637 687 726 765 789

Gross profit 141 158 176 190 197

EBITDA 58 57 68 77 79

Depreciation & Amortisation 8 10 11 12 13

EBIT 50 a7 57 65 66

Net Finance Inc/(Exp) 1 1 1 1 1

Profit Before Tax 50 48 58 66 68

Taxation (9) (9) (10) (11) (12)
Net profit, reported 42 39 48 55 56

Net profit, adj. 31 39 48 55 56

Per share data (SGD Cents)

Y/E Dec FY12 FY13 FY14 FY15F FY16F
EPS, reported 3.01 2.81 3.34 3.83 3.94
EPS, adj. 2.26 2.81 3.34 3.83 3.94
DPS 2.75 2.60 3.00 3.45 3.55
BVPS 10.96 10.83 16.60 16.98 17.38
Cash Flow

Y/E Dec, SGD mn FY12 FY13 FY14 FY15F FY16F
CFO

Net Profit 42 39 48 55 56
Depreciation & Amortisation 8 10 11 12 13
WCchanges -6 -3 12 -4 1
Net finance inc/(exp) -1 -1 -1 -1 -1
Tax paid -8 -9 -7 -11 -11
Others -2 9 10 11 11
Cashflow from ops 34 45 72 62 69
CFI

CAPEX, net -12 -26 -81 -15 -24
Others 15 1 1 1 1
Cashflow from investments 3 -25 -80 -14 -23
CFF

Share issuance, net 0 0 79 0 0
Loans, net of repayments 0 0 0 0 0
Dividends -38 -41 -40 -49 -50
Others 0 0 0 0 0
Cashflow from financing -38 -41 39 -49 -50
Net change in cash -2 -21 31 -2 -4
Effects of exchange rates 0 0 0 0 0
CCE, end 120 100 130 129 124

Source: Company, Phillip Securities Research (Singapore) Estimates

*Forward multiples & yields based on current market price; historical multiples & yields based on historical market price.
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Y/E Dec, SGD mn FY12 FY13 FY14 FY15F FY16F
ASSETS

PPE 75 91 161 164 175

Others 0 0 0 0 0

Total non-current assets 75 91 161 164 175

Accounts receivables 7 12 11 13 13

Cash 120 100 130 129 124

Inventories 40 46 43 47 49

Others 0 0 0 0 0

Total current assets 167 157 184 189 186

Total Assets 242 248 345 352 361

LIABILITIES

Accounts payables 80 88 96 98 101

Short term loans 0 0 0 0 0

Others 9 8 11 11 11

Total current liabilities 88 96 107 108 111

Long term loans 0 0 0 0

Others 2 2 2 2

Total non-current liabilities 2 2 2

Total Liabilities 90 98 109 111 113

EQUITY

Non-controlling interests 0 0 0 0 0

Shareholder Equity 152 150 236 242 247

Valuation Ratios

Y/E Dec FY12 FY13 FY14 FY15F FY16F
P/E (X), adj. 270 218 210 228 222

P/B (X) 5.6 5.7 4.2 5.2 5.0

EV/EBITDA (X), adj. 12.4 13.2 12.9 14.5 14.2

Dividend Yield (%) 4.5% 4.2% 4.3% 3.9% 4.1%
Growth & Margins (%)

Growth

Revenue 7.9% 5.6% 5.4% 3.1%
EBITDA -2.7% 19.8% 13.4% 2.9%
EBIT 19.7% 22.2% 13.7% 2.8%
Net profit, adj. 24.7% 22.3% 14.7% 2.8%
Margins

Gross margin 22.1% 23.0% 24.2% 24.8% 25.0%
EBITDA margin 9.1% 8.2% 9.3% 10.0% 10.0%
EBIT margin 7.8% 6.8% 7.8% 8.4% 8.4%
Net profit margin 4.9% 5.7% 6.6% 7.1% 7.1%
Key Ratios

ROE (%) 20.6% 25.8% 24.7% 22.8% 22.9%
ROA (%) 129% 15.9% 16.0% 15.7% 15.7%
Net Debt/(Cash) (120)  (100)  (130)  (129)  (124)

Net Gearing (X)

Net Cash Net Cash Net Cash Net Cash Net Cash




PPhiIIipCapitaI

N[\ [o]\[cci{o]V 8 RESULTS

Ratings History

1.10 Market Price

Target Price
1.00 |
oo ﬂf‘v\f Wi
0.80
0.70 Ay I~
Mrﬂ”\rﬂ
0.60 PE™a~vtomuy . -
Source: Bloomberg, PSR
0.50 ; ;
=z & € g &g g £ g
: 2 &£ & & 5 3
1 : !
2
3
4
5

PSR Rating System

Total Returns Recommendation  Rating
> +20% Buy 1

+5% to +20% Accumulate 2

-5% to +5% Neutral 3

-5% to -20% Reduce 4
<-20% Sell 5
Remarks

We do not base our recommendations entirely on the above quantitative
return bands. We consider qualitative factors like (but not limited to) a stock's
risk reward profile, market sentiment, recent rate of share price appreciation,
presence orabsence of stock price catalysts, and speculative undertones
surrounding the stock, before making our final recommendation
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Important Information

This report is prepared and/or distributed by Phillip Securities Research Pte Ltd ("Phillip Securities Research"), which is a holder of a financial adviser's
licence under the Financial Advisers Act, Chapter 110 in Singapore.

By receiving or reading this report, you agree to be bound by the terms and limitations set out below. Any failure to comply with these terms and limitations
may constitute a violation of law. This report has been provided to you for personal use only and shall not be reproduced, distributed or published by you in
whole or in part, for any purpose. If you have received this report by mistake, please delete or destroy it, and notify the sender immediately.

The information and any analysis, forecasts, projections, expectations and opinions (collectively, the “Research”) contained in this report has been obtained
from public sources which Phillip Securities Research believes to be reliable. However, Phillip Securities Research does not make any representation or
warranty, express or implied that such information or Research is accurate, complete or appropriate or should be relied upon as such. Any such information
or Research contained in this report is subject to change, and Phillip Securities Research shall not have any responsibility to maintain or update the
information or Research made available or to supply any corrections, updates or releases in connection therewith.

Any opinions, forecasts, assumptions, estimates, valuations and prices contained in this report are as of the date indicated and are subject to change at any
time without prior notice.

Past performance of any product referred to in this report is not indicative of future results.

This report does not constitute, and should not be used as a substitute for, tax, legal or investment advice. This report should not be relied upon exclusively
or as authoritative, without further being subject to the recipient’'s own independent verification and exercise of judgment. The fact that this report has been
made available constitutes neither a recommendation to enter into a particular transaction, nor a representation that any product described in this report is
suitable or appropriate for the recipient. Recipients should be aware that many of the products, which may be described in this report involve significant
risks and may not be suitable for all investors, and that any decision to enter into transactions involving such products should not be made, unless all such
risks are understood and an independent determination has been made that such transactions would be appropriate. Any discussion of the risks contained
herein with respect to any product should not be considered to be a disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of any product. Any decision to purchase any product
mentioned in this report should take into account existing public information, including any registered prospectus in respect of such product.

Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors,
employees or persons involved in the issuance of this report, may provide an array of financial services to a large number of corporations in Singapore and
worldwide, including but not limited to commercial / investment banking activities (including sponsorship, financial advisory or underwriting activities),
brokerage or securities trading activities. Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but
not limited to its officers, directors, employees or persons involved in the issuance of this report, may have participated in or invested in transactions with the
issuer(s) of the securities mentioned in this report, and may have performed services for or solicited business from such issuers. Additionally, Phillip
Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report, may have provided advice or investment services to such companies and investments or related
investments, as may be mentioned in this report.

Phillip Securities Research or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors,
employees or persons involved in the issuance of this report may, from time to time maintain a long or short position in securities referred to herein, or in
related futures or options, purchase or sell, make a market in, or engage in any other transaction involving such securities, and earn brokerage or other
compensation in respect of the foregoing. Investments will be denominated in various currencies including US dollars and Euro and thus will be subject to
any fluctuation in exchange rates between US dollars and Euro or foreign currencies and the currency of your own jurisdiction. Such fluctuations may have
an adverse effect on the value, price or income return of the investment.

To the extent permitted by law, Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited
to its officers, directors, employees or persons involved in the issuance of this report, may at any time engage in any of the above activities as set out above
or otherwise hold an interest, whether material or not, in respect of companies and investments or related investments, which may be mentioned in this
report. Accordingly, information may be available to Phillip Securities Research, or persons associated with or connected to Phillip Securities Research,
including but not limited to its officers, directors, employees or persons involved in the issuance of this report, which is not reflected in this report, and Phillip
Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited to its officers, directors, employees or
persons involved in the issuance of this report, may, to the extent permitted by law, have acted upon or used the information prior to or immediately
following its publication. Phillip Securities Research, or persons associated with or connected to Phillip Securities Research, including but not limited its
officers, directors, employees or persons involved in the issuance of this report, may have issued other material that is inconsistent with, or reach different
conclusions from, the contents of this report.

The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or country
where such distribution, publication, availability or use would be contrary to the applicable law or regulation or which would subject Phillip Securities
Research to any registration or licensing or other requirement, or penalty for contravention of such requirements within such jurisdiction.

This report is intended for general circulation only and does not take into account the specific investment objectives, financial situation or particular needs of
any particular person. The products mentioned in this report may not be suitable for all investors and a person receiving or reading this report should seek
advice from a professional and financial adviser regarding the legal, business, financial, tax and other aspects including the suitability of such products,
taking into account the specific investment objectives, financial situation or particular needs of that person, before making a commitment to invest in any of
such products.

This report is not intended for distribution, publication to or use by any person in any jurisdiction outside of Singapore or any other jurisdiction as Phillip
Securities Research may determine in its absolute discretion.

IMPORTANT DISCLOSURES FOR INCLUDED RESEARCH ANALYSES OR REPORTS OF FOREIGN RESEARCH HOUSES
Where the report contains research analyses or reports from a foreign research house, please note:

0] recipients of the analyses or reports are to contact Phillip Securities Research (and not the relevant foreign research house) in Singapore at 250
North Bridge Road, #06-00 Raffles City Tower, Singapore 179101, telephone number +65 6533 6001, in respect of any matters arising from, or in
connection with, the analyses or reports; and

(i)  tothe 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, Phillip Securities Research accepts legal responsibility for the contents of the analyses or reports.
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