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“IPO Note — The one-stop shop for your

home furnishing needs”
Valuation / Recommendation

We have a SUBSCRIBE recommendation on SSF Home Group Berhad with a
target price of RMO0.38 based on FY24F EPS of 2.4 sen and the peer average PE
of 15.8x.

We like the stock for its attractive expansion plans and strong market presence.
The Group has 0.4% share of the home furnishing retail industry in Malaysia of
RM46.93 billion in 2022, signifying potential room for growth. The target price
represents a potential return of 52% over the IPO price.

Investment Insights

Extensive retail presence in the country. SSF currently operates and manages
41 retail outlets. This extensive network enables the company to tap into a broad
customer base across Malaysia. The economies of scale derived from SSF’s wide
network enhances its efficiency and allows it to offer cost-effective products,
while the company’s substantial presence empowers it to introduce new products
with minimal overhead costs.

Diverse supplier network. Presently, SSF’s supplier network comprises 28
entities, encompassing 19 local manufacturers, one local wholesaler, seven local
trading houses, and one trading house in Hong Kong, all of which are unrelated
to the company. This diversified supplier base enhances SSF’s adaptability and
bargaining power during price negotiations and contract discussions. SSF
generally purchases from trading houses to access a wider range of designs and
products, market knowledge, and logistics support.

Excellent customer loyalty programme. SSF currently has 82,997 active paid
members in the SSFHOME VIP membership loyalty programme. On average,
these members spent approximately RMI1,181, RM2,253, RM2,178, and
RMI,811 each for FYE 2020 to 2023, reflecting a 15.3% CAGR during this
period. Loyal customers tend to continue patronizing SSF’s retail outlets and
recommend its brand to others, creating a cycle of customer acquisition and
retention. Additionally, its loyal customer base provides valuable feedback for
improvements and customizing its offerings to better suit its target market.

High inventory levels optimise supply chain and distribution processes. SSF
offers a wide array of furniture, home décor, and home living products, serving a
diverse customer base, and targeting both middle to high-end markets and the
mass market. This extensive product mix enables SSF to quickly adapt to
changing market conditions and customer. To maintain product availability and
negotiate favourable terms with suppliers, SSF maintains high inventory levels.
Leveraging economies of scale and operational efficiencies, SSF optimises its
supply chain and distribution processes, resulting in cost savings that allows it to
provide affordable products to its customers.

Risk factors. (1) Shipping & logistics disruptions and fluctuation in freight rates.
(2) Exchange rate fluctuations with trading houses.

INVESTMENT STATISTICS FY21 FY22 FY23 FY24F FY25F
Revenue (RM m) 208.1  161.0 174.5 200.0 225.5
EBITDA (RM m) 455 26.1 26.6 322 36.7
EBITDA Margin (%) 21.9 16.2 15.3 16.1 16.3
PAT (RM m) 31.2 16.8 16.0 18.9 21.4
EPS (sen) 5.2 2.8 2.7 2.4 2.7
EPS Growth (%) -7.5 -46.3 -4.3 -11.5% 13.0
BV Per Share (sen) 16.8 16.3 18.8 26.0 28.7
PE (x) 6.4 11.9 12.5 10.6 9.3
Net gearing (%) Cash Cash Cash Cash Cash
ROA (%) 21.8 11.2 10.8 7.3 8.2
ROE (%) 30.9 17.2 14.2 9.1 9.3

*Due to enlarged share capital post-listing. Sources: Company, Mercury Securities

IPO NOTE
Wednesday, September 13, 2023

ACE Market
Consumer Products & Services

Subscribe
IPO Price: RM0.25
Fair Value: RM0.38

Business Overview

SSF is principally involved in the retail of furniture, home
décor and home living products available via our retail
channel (retail outlets) and online channel (e-commerce
website). It offers a comprehensive range of furniture, home
décor and home living products for use in various

applications and settings.
Listing Details

Listing Date 12 Oct. 2023
New Shares (m) 200.0
Offer For Sale (m) 24.0
Funds Raised (Rm m) 50.0
Ordinary shares (m) 800.0
Market Cap (RM m) 200.0
Free Float 25.0%
P/E (FY23) 12.5x
Wong Choong Loong 64.4%
Lok Kok Khong 20.0%
Chin See Kew 7.9%
Utilization of IPO Proceeds RM m
Capital expenditure (Within 36 months) 14.22
Start-up costs (Within 48 months) 20.97
Repayment of bank borrowings (Within
3 months) 5.0
Marketing activities (Within 24 months) 1.5
Working capital (12 months) 4.0
Estimated listing expenses
(Immediately) 43
8'00"/! 28.50%
3.00%

10.00% J

= Capital expenditure

= Start-up costs

= Repayment of bank borrowings
= Marketing activities

= Working capital
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IPO details
Offer for Public issue Total (m) (%)
sale (m m
(i)  Malaysian Public - 40.0 40.0 5.0
(i)  Pink Form Allocations - 40.0 40.0 5.0
(iii)  Private placement to Bumiputera investors approved by MITI - 100.0 100.0 12.5
(iv)  Private placement to selected investors 24.0 20.0 44.0 5.5
Total 24.0 200.0 224.0 28.0

Source: Company

Group structure post listing

SHG

SSF SSF Creative Life SSF Delanco SSF Home

100.0% 100.0% 100.0% Furnishing
100.0%

Source: Company

Peer comparison

Company Bloomberg

Ticker EPS (sen) EPS Growth P/BV (x)
FY23 FY24 FY23 FY24 FY23 FY24
MR DIY o .
Group M Bhd MRDIY MK 1.52 14,000.0 21.1 6.0 7.0 19.5% 16.7% 8.0 6.6
glli?N Co.M AEON MK 1.04 1,500.0 10.5 9.6 10.0 21.2% 4.2% 0.0 0.8
Innature Bhd INNQ};URE 0.44 310.6 15.7 2.0 2.8 -33.8% -1.3% 22 22

Average 15.8



DISCLAIMERS AND DISCLOSURES

Disclaimers

This report is prepared primarily for the use of Mercury Securities’ clients in Malaysia and not for publication purposes, should not be
reproduced, altered in any way, transmitted to, copied, or distributed to any other party in whole or in part in any form or manner
without the prior express written consent of Mercury Securities. Mercury Securities, companies and individuals related to it accept no
liability whatsoever for the actions of third parties in this respect.

This research report is prepared for general circulation and for information purposes only and under no circumstances should it be
considered or intended as an offer to sell or a solicitation of an offer to buy the stocks or securities referred to in the report. Investors
should note that the price, values, or fundamentals of any securities may fluctuate over time. Past performance of any securities may
not be an accurate guide to its future performance.

This report is not intended to provide personal investment advice and does not take into account the investment objectives, financial
situation and risk appetite of persons who may receive or read this report. Investors are advised to trade at their own absolute discretion,
and to seek financial, legal, and other pertinent professional advice regarding the appropriateness of investing in any securities or the
investment strategies discussed or recommended in this report.

Any information, views, opinions, recommendations, and advice in this report are given in good faith but without any legal
responsibility or liability to Mercury Securities and connected parties. Information contained in this report has been obtained from
public sources believed to be reliable, but such sources are not independently verified by Mercury Securities and consequently no
representation is made as to the accuracy or completeness of this information, and it should not be relied upon as such. The views,
recommendations and opinions in this research report are our own as of the date hereof and are subject to change without prior notice.

Mercury Securities expressly disclaims any obligation to update or revise any views, recommendations, forward looking statements,
and forecasts in a timely manner to reflect new information, events, or circumstances after the date of this report publication or to
reflect the occurrence of unanticipated events. Our views and recommendations are based on our own analysis of publicly available
information. A subject company’s fundamentals and prospects are subject to various risks and uncertainties that could cause its actual
performance to differ from our opinion.

As such, Mercury Securities and its directors, officers, associates, connected parties and employees shall not be liable for any direct,
indirect, or consequential losses or damages that may arise from the use of or reliance on this research report.

Disclosures

Mercury Securities Sdn Bhd Registration No. 198401000672 (113193-W) is a Participating Organisation of Bursa Malaysia Securities
Berhad and a principal holding a Capital Markets Services Licence (“CMSL”) issued by the Securities Commission (“SC”) of Malaysia.
Its research analysts hold a Capital Markets Services Representative’s Licence (“CMSRL”). Principals holding a CMSL and
representatives holding a CMSRL are regulated by SC in accordance with the Capital Markets and Services Act 2007 (“CMSA”).

Mercury Securities, companies or individuals connected with it may have used research material before publication and may have
positions in or may be materially interested in any stocks or securities in the markets mentioned. Some of the subject companies covered
by Mercury Securities for research purposes may be a client of Mercury Securities in the past, current or may be a potential client in
the future. Possible business dealings may include, but is not limited to share trading, market making, underwriting, corporate finance
and corporate advisory services.



RECOMMENDATION RATING

Mercury Securities maintains a list of stock coverage. Stock can be added or dropped subject to needs with or without notice. Hence,
the recommendation rating only applicable to stocks under the list. Stocks out of the coverage list will not carry recommendation rating
as the analyst may not follow the stocks adequately.

Mercury Securities has the following recommendation rating:

BUY Stock’s total return is expected to be +10% or better over the next 12 months (including
dividend yield)
HOLD Stock’s total return is expected to be within +10% or -10% over the next 12 months

(including dividend yield)

SELL Stock’s total return is expected to be -10% or worse over the next 12 months (including
dividend yield)
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