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Semico Capital Berhad

Riding the North Asia
Pop-Culture Wave

Valuation / Recommendation

We have a SUBSCRIBE recommendation on Semico Capital
Berhad with a fair value of RMO0.29, representing a ¢.17% upside
to the IPO price, based on 14x FY27E EPS. Our P/E target was
derived from 2-year forward P/E from its comparable peers and
20% discount to the 2-year forward P/E multiple of Bursa
Malaysia Consumer Products Index. Semico operates as a
relatively asset-light distributor and operator within the family
entertainment and toys & collectibles segments. The company’s
earnings profile is supported by (i) stable demand for affordable,
experience-led leisure in Arcade gaming and (ii) pop-culture
merchandise, underpinned by (iii) rising mall footfall, tourism
recovery, and (iv) sustained consumer interest in North Asia—
origin entertainment formats.

Investment Highlights

Riding on the North Asia Trends. Semico provides exposure to
the continued diffusion of North Asia pop-culture and
entertainment trends into Malaysia, particularly from Japan,
Korea, and Greater China. Rising consumer willingness to pay for
character-led content has translated beyond media into
collectibles, blind-box formats, and arcade entertainment,
supporting repeat and impulse-driven spending. By acting as a
local distributor and operator of proven North Asia formats,
Semico captures this demand without assuming IP creation risk,
positioning the Group to monetize established trends with
relatively high earnings visibility.

Benefitting from Singapore Cross-Border Consumption
Spillover. Semico is positioned to benefit from sustained cross-
border discretionary spending by Singaporean consumers,
particularly through its store presence in Southern Malaysia. The
structural strength of the SGD against MYR supports higher
spending power per visit, favouring affordable entertainment and
collectibles purchases. This cross-border dynamic enhances
utilisation and spend intensity at Semico’s arcade and in-mall
outlets, providing incremental and recurring revenue upside
without relying on new store expansion.

Experienced Management with Proven Operational
Execution. Semico is led by an experienced management team
with deep industry expertise in family entertainment and arcade
operations, supporting disciplined execution and consistent
operational performance. Management’s long tenure enables
effective product selection, timely refresh cycles, and efficient
machine utilisation, which are critical in a utilisation-driven
business. This operational experience underpins earnings stability
and reduces execution risk as the Group continues to scale.

Risk Factors for Semico include: (i) Customer Concentration
Risk, (ii) Supplier Concentration Risk -Dependence on Pop Mart
Group, and (iii) Product Popularity and Trend Risk.
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Business Overview

Semico Capital Berhad is an investment holding company, principally
involved in family entertainment products and services and the wholesale
and distribution of toys and collectables.

Listing Details

Listing date 13" January 2026
New shares (m) 110.7
Offer for sale (m) 18.0
Fund raised (RM m 23.2
Ordinary shares (m) 360.0
Market cap (RM m) 90.0
Estimated Free float (%) 30.7
P/E(x) (FY26E) 14.9
Top 3 Shareholders %
MARC Experience Ventures Sdn Bhd 65.6
Equitic Dynamic Core PLT 3.6

Utilisation of Proceeds
Purchase of New Arcade and Amusement

Machines 106
Purchase of Toys and Collectables 25
Repayment of Bank Borrowings 1.6
Working Capital 4.0
Estimated Listing Expenses 4.5

19%

46%

17%

11%

FYE June (RM m FY24A FY25A FY26E FY27E
Revenue 221 29.7 31.4 33.1
EBITDA 8.3 11.5 121 12.8
EBIT 6.8 9.3 9.5 10.0
PBT 6.7 9.2 9.3 9.9
Core Net Profit 4.8 6.0 7.1 7.5
Core EPS (sen)* 1.3 1.7 2.0 21
Core EPS Growth (%) 32.2 26.7 17.6 5.6
Net DPS (sen)* 0.2 0.5 - -
Net Div. Yield (%) * 0.9 1.8 - -
BVPS (sen) 12.4 0.2 0.3 0.3
PER (Using IPO price) 18.9 14.9 12.7 12.0
PBV (x) (Using IPO price) 0.0 14 0.8 0.7
Net Gearing (0.1) 0.1) (0.8) (0.8)

*Based on enlarged issued share capital of 360.0m
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Industry Overview

Semico operates in the consumer discretionary segment, where earnings are indirectly influenced by household income, consumer
confidence and financing conditions. Changes in overall economic growth and interest rates tend to affect how much consumers are willing
to spend on non-essential items such as entertainment, leisure activities and collectibles, which form the core of Semico’s business.

Malaysia’s GDP rebounded strongly following the post-pandemic reopening and has since normalised into a more stable growth trend.
This indicates a supportive consumption environment, where household spending is driven by recurring income rather than temporary
recovery effects. In such conditions, spending on affordable, experience-led leisure, including arcade entertainment and pop-culture
merchandise, typically remains resilient. According to Bank Negara Malaysia (BNM), the Malaysian economy is expected to sustain a
GDP growth rate between 4.0% and 4.8% in 2025, with resilient private consumption being the primary anchor. This consumption is fueled
by a stable labour market and rising disposable incomes. Furthermore, easing Overnight Policy Rate (OPR) to 2.75bps from 3.00bps
reduces consumers' debt-servicing burdens, directly increasing the pool of discretionary income available for leisure activities and hobby-
related purchases and reinforces the Group’s recurring and utilisation-driven earnings profile as highlighted in this report.

Figure 1: Malaysia GDP (2021-2025) Figure 2: Malaysia OPR (2021-2025)
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Subsequently, Household Final Consumption Expenditure (HFCE), which includes spending by Non-Profit Institutions Serving Households
(NPISHs) for individual satisfaction, has steadily risen since 2015 in tandem with the growing economy of the nation as exhibited in Figure
3. As of 2024, the final consumption expenditure had grown to USD257bn (c.RM1,041.5bn) from USD163bn (c.RM660.6bn) in 2015,
reflecting the maturity of the Malaysian consumer market where income growth translates directly into retail and leisure spending.
Furthermore, the Bursa Malaysia Consumer Index has made a rebound from its moderation between 2021 and mid-2025, as strong long-
term fundamentals and growing corporate earnings continue to uplift the sector.

Figure 3: Malaysia Households and NPISHs Final Consumption Figure 4: Bursa Malaysia Consumer Products Index (2021-2025)
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Visitor indicators are relevant as Semico’s arcade entertainment and toys & collectibles businesses are footfall-driven, benefiting directly
from higher mall traffic and leisure activity. As shown in Figure 5, domestic visitor numbers rebounded strongly post-reopening and
continued to grow through 2023—-2024, reflecting a sustained recovery in local travel and consumer leisure spending. Meanwhile, Figure
6 shows a continued recovery in international visitor arrivals alongside a stronger rebound in tourism receipts, indicating higher spending
per visitor. This trend is expected to be further supported by Visit Malaysia Year 2026 (VMY2026) initiatives and tourism-related incentives,
with the government expecting 47m foreign visitors in 2026. Furthermore, the government has also announced in Budget 2026 regarding
the income tax relief of up to RM1,000.00 for domestic tourism expenses, which will propel higher spending on leisure activities. Together,
rising domestic and international visitation provide a supportive demand environment for Semico, reinforcing utilisation levels and recurring
revenue across its family entertainment and in-mall collectibles businesses.
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Figure 5: 5-Year Domestic Visitors and YoY % A (2020-2024) Figure 6: 6-Year Visitor Arrivals and Receipts (2019-2024)
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Figure 7 indicates continued expansion in the broader family entertainment and related leisure segments, with market size increasing
steadily from RM1.23bn in 2024 to RM1.99bn in 2029 with a CAGR of 10.2%. While headline growth is expected to normalise, both
segments remain supported by structural demand for affordable, experience-led consumption. This outlook aligns with Semico’s
positioning as a distributor and operator within these segments, where growth is driven by utilisation, product refresh cycles and pop-
culture relevance rather than reliance on aggressive market-wide expansion.

Similarly, the growth of toys and collectibles is increasingly driven by pop-culture influence, particularly character-led and IP-based
products that encourage impulse purchases and repeat buying behaviour. As shown in Figure 8, the market is expected to expand strongly
from RM143.8m in 2024 to RM512.5m in 2029 with a CAGR of 28.9%, supported by rising consumer acceptance of blind-box formats and
pop-culture merchandise, before growth moderates in the outer years as the market matures. This reflects a transition from rapid adoption
to more sustainable, demand-driven expansion rather than a slowdown in underlying interest.

Figure 7: Estimated Market Size and Growth Forecast of the Family Figure 8: Estimated Market Size and Growth Forecast of the Pop
Entertainment Centres and Edutainment Centres Market in Malaysia Toys Industry in Malaysia (2023-2029)
(2023-2029)
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The toys, collectibles and family entertainment segments are driven by pop-culture trends and IP-led products, which support impulse
purchases and repeat consumption but also introduce a degree of demand volatility as consumer preferences evolve. While industry
growth is expected to moderate as markets mature, underlying demand for affordable, experience-led leisure remains supportive,
particularly for operators focused on utilisation-driven models rather than one-off sales.

Concurrently, industry participants remain exposed to key risks, including shifts in consumer trends, reliance on popular IPs and
competitive pressure as the market expands. For distributors and operators such as Semico, execution risk lies in maintaining product
relevance, refreshing offerings in a timely manner and managing supplier and customer concentration. These industry dynamics frame
the key risks and considerations discussed in the following section.
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Investment Case

Riding on the North Asia Trends. Semico Capital Berhad is positioned as a local monetisation platform for North Asia—origin pop-
culture IP, with demand signals supported by strong Malaysian receptivity to Korean content (Hallyu). As shown in Figure 9, Malaysia
ranks among the higher willingness-to-pay markets for Korean variety shows, with ¢.44% of respondents indicating willingness to pay,
highlighting consumers’ readiness to spend on premium North Asia cultural content rather than free-only consumption.

This behavioural willingness to pay has translated beyond media into merchandise and collectibles, reinforced by high-visibility exposure
of “Pop Mart” products, including (i) organic showcasing of Labubu collectibles by leading K-pop artists and (ii) official collaborations with
major K-pop acts in CY2024-2025. Together, these factors support accelerating adoption of character-led collectibles and blind-box
formats in Malaysia, consistent with a lagged diffusion of North Asia pop-culture trends.

The commercial viability of this monetisation model is validated by its scalability in Greater China, where blind-box formats have
demonstrated strong revenue expansion and repeat-purchase dynamics, providing a reference point for mature adoption. As illustrated in
Figure 11, Semico’s toys and collectibles segment has grown materially faster from a smaller base, indicating Malaysia’s earlier-stage
adoption of a proven IP-driven monetisation model rather than replication of China-level outcomes. Importantly, Semico captures this
growth without assuming IP creation risk, leveraging its local distribution network and retail footprint.

In parallel, Semico’s arcade segment monetizes Japanese-origin game formats that emphasise experiential value and repeat play,
supporting recurring, utilization-driven revenue. As shown in Figure 10, overseas sales of Japanese content, particularly games and
animation, have recorded sustained growth, underscoring the scalability of Japan’s entertainment formats beyond their domestic market.

This external validation is complemented by domestic demand trends, with Malaysia’s children’s entertainment centres market expected
to grow at a ¢.7.0% CAGR over 2025-2033 (based on market research conducted by IMARC Group), driven by rising family leisure
spending, mall-based entertainment, and experiential consumption. Together, these trends support the localisation of proven Japanese
arcade formats in Malaysia, underpinning Semico’s recurring, utilization-driven earnings profile.

Figure 9: Comparison of the Willingness to pay for Korean Variety Shows by Country (CY2023)
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Benefiting from Singapore Cross-Border Consumption Spillover. Semico derives ¢.25% of its store footprint from Southern Malaysia,
positioning the Group to structurally benefit from sustained cross-border discretionary spending by Singaporean consumers. While
SGD/MYR has moderated from its recent peak, the currency remains structurally elevated versus pre-pandemic levels, preserving a
meaningful affordability gap in favour of Malaysia, particularly Johor.

In the base case, this affordability advantage supports higher discretionary spend per visit at Semico’s arcade entertainment and
collectibles outlets, translating into incremental and recurring revenue without requiring changes in visitation patterns. In an upside
scenario, further appreciation in SGD purchasing power may also encourage increased visitation frequency and utilisation, providing
additional demand-led upside. Collectively, these dynamics reinforce Semico’s resilient earnings profile beyond domestic consumption
trends.

Further appreciation in SGD/MYR may also stimulate higher cross-border visitation and utilisation over time, particularly for experiential
and collectibles spending. While not assumed in the base case, this behavioural response represents additional upside potential to
Southern Malaysia revenue.

Figure 12: Estimated Increase in the Revenue due to Currency Exchange

Data Based on Actual Figure FY2025 Figure

Total Number of Store from Southern Region 19
Percentage of Total Store 24.68%
Total Revenue from FY2025 RM29.7m
Estimated Revenue Derived from Southern Region RM7.3m
Estimated Percentage of Revenue from Southern Region 24.68%

Source: Prospectus, Mercury Securities Estimate

SGD/MYR Assumed Revenue Changed in MYR Expected Change in Percentage
Appreciation Value (RM million) of Total Revenue
-10% 6.59 22.21%
-5% 6.96 23.45%
No Change 7.33 24.68%
+5% 7.69 25.91%
+10% 8.06 27.15%

Source: Mercury Securities Estimate

Figure 13: Semico’s Percentage of Number of Customer Stores Figure 14: SGD/MYR Currency Graph 10-Years
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Experienced Management with Proven Operational Execution. Semico is led by Executive Director Mr. Tai Lee Chuen and Executive
Director Ms. Ang Sew Fong, both of whom have over 18 years of hands-on experience in the theme park and family entertainment industry.
Their long involvement in the business has shaped Semico’s operating model, particularly in identifying suitable arcade formats, sourcing
machines and managing day-to-day execution across its store network.

The senior management team is complemented by experienced functional heads covering finance, product development and technical
operations, with 28, 21 and 8 years of experience respectively. This depth of operational experience supports disciplined financial
management, timely product refresh cycles and effective machine maintenance, all of which are critical in a business where performance
depends on utilisation and uptime.

In addition, Semico maintains a hybrid technical support structure, with in-house technicians focused on the Klang Valley and outsourced
technicians supporting locations outside the region. This setup allows the Group to provide responsive maintenance services nationwide
while keeping its cost base flexible, supporting stable operations as the store network continues to expand.
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Figure 15: Experienced Management Team of Semico
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Future Plans & Business Strategies

Arcade and amusement machine distribution business expansion. Semico plans to scale its arcade and amusement machine
business by acquiring additional machines to support rising demand from existing and new customers as family entertainment centres
continue to expand, with RM8.5 million (36.7% of IPO proceeds) allocated to purchase up to 188 new machines across various game
genres based on customer orders. In parallel, the Group will undertake a structured replacement programme to refresh its machine base
and maintain service quality, as 101 of its 728 machines as at FY2025 are over five years old and fully depreciated, with RM2.1 million
(8.9% of IPO proceeds) earmarked to acquire up to 55 replacement machines selected based on market demand, customer preferences,
and new title availability. The combined expansion and replacement initiatives are expected to be implemented over a 36-month period,
supporting improved machine uptime, lower maintenance requirements and a refreshed game mix aligned with evolving consumer trends.

Expansion and Diversification of Toys and Collectibles Portfolio. Semico currently distributes 68 toy and collectible brands in
Malaysia, with a significant portion sourced from Pop Mart, and plans to expand its brand portfolio to reduce reliance on any single supplier
while responding more effectively to evolving consumer preferences. To support this initiative, the Group has allocated RM2.5 million,
representing 10.8% of IPO proceeds, to increase inventory levels of popular and trending items and broaden its product assortment to
attract a wider customer base. The allocated funds are expected to be fully utilised within 12 months from the listing date, supporting
product diversification and enhancing the resilience of the toys and collectibles segment.

Planned workforce expansion for strategic growth. Semico intends to invest RM3.0 million, representing 13.0% of gross IPO proceeds,
over the next 24 months to strengthen its workforce in support of ongoing operational scaling and growth initiatives. The Group plans to
recruit 24 additional employees, comprising 18 technical personnel (including supervisors, technicians, and outlet staff) and six sales and
support roles spanning sales administration, finance and procurement functions. This targeted expansion is expected to enhance service
responsiveness, improve operational efficiency and support the Group’s ability to pursue new business opportunities as its operating
footprint continues to expand.

IPO Details

Offer for Sales (m) Public Issue (m) Total (m) (%)
Retail Offering
Eligible Persons - 15.0 15.0 4.2
Malaysian Public (Non-Bumiputera) - 9.0 9.0 2.5
Malaysian Public (Bumiputera) - 9.0 9.0 2.5
Private Placement
Selected investors 18.0 59.7 77.7 21.6
Total 18.0 92.7 110.7 30.7

Source: Company, Mercury Securities
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Figure 16: IPO Tentative
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Figure 17: Utilisation of Proceeds

Figure 18: Post-IPO shareholding structure
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Robust revenue expansion. Semico recorded a robust 3-year revenue CAGR of 78.1%, with topline growing from RM5.3m in FY2022
to RM29.7m in FY2025, which was primarily driven by an expansion in operating scale rather than price-led effects. FY2022 revenue was
relatively low due to pandemic-related disruptions (residual operating restrictions and delayed reopening effects), resulting in a low
comparison base. As economic activity normalised and private consumption rebounded in CY2022, the Group experienced a sharp
revenue growth in FY2023 of 191%, which was further amplified by its June financial year-end capturing a significant portion of the post-

reopening demand recovery in CY2022.

Beyond the rebound effect, revenue growth was underpinned by company-specific drivers, notably the rapid scaling of the toys &
collectibles segment through an expanded retail distribution footprint of over 300 touchpoints and a broader portfolio of IP-led blind box
products that encourage repeat purchases. In parallel, the family entertainment segment continued to deliver steady growth, supported
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by the introduction of (i) rental and (ii) outright sales models that diversified revenue streams.

The subsequent moderation in growth to 34% by FY2025 reflects normalisation as the revenue base scaled to higher levels, rather than
a deterioration in underlying demand. While the prospectus does not disclose unit volumes or average selling prices, the revenue trajectory
suggests growth was underpinned by higher activity levels and broader distribution rather than material pricing changes.

Figure 21: Inventory Value and Write-downs (RM m) Figure 22: Improving Inventory Turnover and Holding Period
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Improving inventory management. Semico’s inventory quality and turnover improved materially as the business scaled. Inventory write-
downs have remained minimal for FY2022 to FY2025 at c.RM60k/2% of the total inventory value (Total Inventory Value: c.RM2.3m),
indicating that the Group has been effective in selecting toys and collectibles with strong demand and high sell-through rate, resulting in
limited inventory obsolescence. This can be seen by how the inventory turnover rates has jumped from 2.2x to 13.3x for the same period,
with average inventory holding days shortening from 328 days in FY2022 to approximately 52 days in FY2025.

This improvement was driven primarily by the rapid scaling of the toys & collectibles segment, where IP-led, series-based products are
sold through quickly, as well as improved inventory discipline as revenue expanded. Overall, the Group’s ability to convert inventory into
sales more efficiently supports the sustainability of its growth profile and reduces inventory risk.

Figure 23: GP, EBIT and PAT Margin (%) Figure 24: Revenue Segment Trend (RM m) and Contribution %
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Easing of Margin. Despite strong revenue growth over FY2022 to FY2025, Semico’s margins eased modestly during the period. The
contraction in GP margins of 60bps from 48.1% to 47.5% for the period was primarily driven by changes in revenue mix and business
model composition rather than structural margin deterioration. In FY2025, for Family Entertainment Centers (FECs), the respective gross
profit margin derived from each segment are; (i) Revenue-sharing and rental models: 64.8%, (ii) Outright sales model: 56%, (iii) Operation
and management of FECs: 30.4%. Meanwhile, for Toys and Collectables, wholesale and distribution’s gross profit margin was 35.8%.

As the contribution from toys & collectibles expanded rapidly and the mix of FEC revenue models varied across years (refer to chart Figure
24), group-level GP margins fluctuated accordingly. Importantly, the absence of material inventory write-downs suggests that margin
movements were driven mainly by mix and scaling effects, rather than pricing pressure or inventory obsolescence.

EBIT margin followed a similar trend, easing alongside GP margin before stabilising in FY2025, while PAT margin declined more gradually
due to the combined effects of operating margin movements (Opex FY2022: 7.7% compared with FY2025: 9.6%) and tax (Effective tax
margin FY2022: 21% compared with FY2025: 27.8%).
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Moving Forward. We expect Semico to deliver a stable and sustainable growth trajectory over the next three years, underpinned by
continued demand for toys and collectibles as well as the enduring appeal of arcade entertainment across both younger and older
consumer segments. Revenue for FY2026E—FY2027E is forecast to grow at a moderate CAGR of ¢.6%, reflecting a normalisation from
the elevated base in FY2025 (RM29.7m) following rapid post-reopening expansion.

While industry studies indicate a robust long-term growth outlook for the toys and collectibles and arcade entertainment segments (e.g.
market CAGR of ¢.28.9% over the next five years by Protégé Associates), our projections adopt a conservative stance, factoring in
competitive pressures from modern indoor and mobile gaming alternatives as well as potential margin dilution from a broader product mix
within the collectibles segment. As such, growth is expected to track below headline industry rates in the near term, reflecting execution
discipline rather than demand constraints.

At the earnings level, FY2026E PATAMI margin is expected to rise to 17.6%, primarily due to a one-off gain from the disposal of non-
controlling interests following the Group’s listing. Excluding this non-recurring item, margins are expected to normalise from FY2027E
onwards, broadly tracking revenue growth. Overall gross, EBIT and PAT margins are projected to remain largely stable over the forecast
period (GP: ¢.47.5%, EBIT: ¢.30.3%, PAT: ¢.22.6%), as there is no material changes anticipated in the Group’s cost structure or business
model.

Valuation. We derive a Target Price (TP) of RM0.29 for Semico Capital Berhad, based on a target P/E multiple of 14x applied to
FY2027E EPS of 2.1 sen. The target multiple is benchmarked against selected consumer sector peers with (i) exposure to discretionary
retail, (ii) toys and collectibles products, and (iii) family-oriented spending, namely Mr DIY Group and Aeon Co. The applied multiple also
represents a ¢.20% discount to the Bursa Malaysia Consumer Products Index’s 2-year forward P/E, reflecting Semico’s smaller scale and
more niche exposure within the consumer discretionary segment.

Figure 25: Peers Business Model Comparison

Price

(RM)

Ticker Capitalisation

(RM m)

Company Name Bloomberg Market Share Similarity in Business Model

e Operates in the consumer discretionary retail sector

e Operates MR TOY, a dedicated toy, and collectibles retail
Mr DIY Group MYDIY MK format

14,690.1 1.55
(M) Berhad EQUITY e  Exposure to mass-market consumer spending, including

family-oriented purchases

e Operates in the consumer discretionary retail sector
e Core business in department store and general
merchandise retail
g:?ﬁago M) ééﬁ:“T:\("K 1,502.3 1.07 *  Mall-based retail model with exposure to family-oriented
consumer spending
e Indirect exposure to leisure and entertainment-related
consumption through in-mall traffic and tenant mix

Source: Bloomberg, Mercury Securities

Figure 26: Comparison Against the Sector Semico Operated In

As per the latest Financial Recorded \ Margin % 2-Year Forward

Index | BloombergTicker | GP  EBIT PAT P/E Multiple

anjr:f Malaysia Consumer Product | | o) |ngex 154 | 68 | 3.9 18.2x
Semico Capital Berhad SEMICO MK EQUITY | 475 | 314 | 222 14.0x

Source: Bloomberg, Mercury Securities

Figure 27: Margin Comparison Against Peers

As per the latest Financial Recorded \ Margin % 2-Year Forward
Company Name |  BloombergTicker | GP EBIT PAT P/E Multiple
Mr DIY Group (M) Berhad MRDIY MK EQUITY 459 | 18.0 | 122 19.4x
Aeon Co (M) Berhad AEON MK EQUITY 41.5 6.7 3.0 8.4x
Average 43.7 | 124 7.6 13.9x
Semico Capital Berhad SEMICO MK EQUITY | 475 | 314 | 222 14.0x

Source: Bloomberg, Mercury Securities
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SWOT Analysis

S
STRENGTHS

Experienced management with deep industry specialization.
Semico is led by Executive Director/CEO Tai Lee Chuen and
Executive Director Ang Sew Fong, with 22 and 18 years of
experience respectively in the theme park and family
entertainment industry, supporting disciplined execution and
product selection.

Nationwide distribution footprint in Malaysia. The Group
serves arcade operators, family entertainment centres, theme
parks and toy retailers across Malaysia, enabling scale without
significant fixed retail exposure.

T
THREATS

Product popularity and trend volatility. Demand for arcade
machines, toys and collectibles is inherently trend-driven and
dependent on consumer preferences and IP lifecycles; failure to
identify or refresh popular products in a timely manner could
reduce utilisation rates and sales.

Macroeconomic and consumer sentiment risk. As a
discretionary consumer business, Semico’s performance may be
adversely affected by economic slowdowns, rising cost of living
or weaker consumer confidence, which could dampen spending
on entertainment and collectibles.

IPO Note

w
WEAKNESS

Customer concentration. A significant portion of the Group’s
revenue is derived from a small number of major customers,
exposing earnings to counterparty concentration despite a
gradual decline in reliance over recent years.

Supplier concentration in toys and collectibles. The Group
remains dependent on a key supplier, particularly Pop Mart
Group, for toys and collectibles, which limits sourcing flexibility
despite ongoing diversification efforts.

o
OPPORTUNITIES

Structural growth in experiential entertainment and
collectibles. Rising consumer preference for experience-led
consumption and IP-driven collectibles provides a supportive
long-term demand backdrop for both the family entertainment
and toys & collectibles segments.

IP refresh cycles and product launches. Regular introduction
of new IP-led arcade formats and collectibles creates
opportunities to drive repeat purchases and sustain utilisation in
a trend-driven market.

This section is left blank intentionally
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Company Background

Semico Capital Berhad is an investment holding company that is principally involved in the provision of family entertainment products and
services as well as the wholesale and distribution of toys and collectibles through its subsidiaries, Semico Technology Sdn Bhd, Minexport
Sdn Bhd. and De Pop Asia Sdn Bhd.

Under its family entertainment segment, the Group supplies arcade and amusement machines featuring a wide range of game titles sourced
from established developers and manufacturers in Japan and China, including Sega, Bandai Namco and Konami, with its arcade and
amusement machines present in 77 stores nationwide (as of 17 Nov 2025). The Group also operates a family entertainment centre at The
Mines, which serves end customers and concurrently functions as a showroom for machine testing and assessment of game popularity.

In addition, the Group undertakes the wholesale and distribution of toys and collectibles, representing a portfolio of 68 brands including Pop
Mart and Funism (as of 17 Nov 2025). These products, including blind boxes and limited-edition collectibles, are distributed across 303
customer stores throughout Malaysia (as of 17 Nov 2025) via outright sales and consignment arrangements.

Figure 28: Key events milestones
2007 | ¢ Semico was incorporated on 21 June 2007 to engage in the trading and supply of digital entertainment products, with an
initial focus on arcade and amusement machines.

2010 | ¢ Semico sourced arcade and amusement machines through FEC Asia Distributor, established to support the import and

distribution of arcade and amusement machines.

2015 | e Tai Lee Chuen was appointed as a director and shareholder of Semico, assuming responsibility for overall management

and strategic direction.

2017 | ¢ Minexport Sdn Bhd was incorporated to operate a family entertainment centre at The Mines, marking the Group’s entry

into arcade operations.

2020 | e De Pop Asia Distributor was incorporated, a sole proprietorship involved in the import, distribution and retail of toys and

collectables including Pop Mart brand of toys and collectables.

2021 | e« De Pop Asia Sdn Bhd was incorporated to expand into the toys and collectibles segment.

e Semico was appointed as the exclusive authorised distributor of Superwing arcade and amusement machines in
Malaysia.

2022 | e De Pop Asia Distributor was terminated following the consolidation of the toys and collectibles business under De Pop

Asia Sdn Bhd.

2023 | « The Group was appointed as a non-exclusive distributor of Pop Mart toys and collectibles for the Malaysia market.

e Supply of Initial-D THE ARCADE machines sourced from Sega commenced.

2024 | « Semico was appointed as an authorised distributor of UNIS, Jakar and ACE Amusement, and as the exclusive authorised

distributor of Dreamfuns arcade and amusement machines.

2025 | ¢ The Group was appointed as an authorised distributor and sales partner of DOF Robotics to distribute Angry Birds Fury

Road arcade machines in Malaysia

Source: Company, Mercury Securities
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Figure 29: Core Business Activities

i. Supply of arcade and amusement machines .
and related services (Distribution)

“Revenue Models

Revenue-sharing model
* Rental model
Outright sales model

¢ Racing and motor games * Casual games
. Shooting games ” Sports games
. Music games ¢ Claw and prize
¢ Card collecting games machines

. Simulator games . Rides

ii.Operation and management of a family entertainment
centre (Retail)

* Located in The Mines,
Selangor
*+ ~18,261.13 sq ft
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Toys and collectables 53.5
Revenue™®
Wholesale and distribution of toys and

collectables
(ey Products

Action figures

. Assembled toys

. Blind boxes

. Display figures

. Trading card games

We offer 8 toys and collectables brands, including
but not limited to Pop Mart, Funism, Jotoys and ToyCity
#As of 17 Nov 2025
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Source: Company

Figure 30: Key Brands under Family Entertainment

Figure 31: Key Brands under Toys and Collectibles

- @ 15

POP MART Fuism

/ @
JW‘- ACE AMUSEMENT BAN DAI NAMCO M m TOYC!TY
Source: Company Source: Company
Figure 32: Revenue breakdown by segments

RM2.6 mil RM2.0 mil RM8.1 mil RM&6.2 mil RM12.2 mil RM8.5 mil RM15.9 mil RM10.7 mil

49.8% 40.5%

FYE 2022
RM5.3 mil

FYE 2023

RM15.3 mil

RMO0.7 mil RM1.0 mil
13.6% 6.4%

Legend:

Toys and collectables

Wholesale and distribution

Family entertainment
Revenue-sharing and rental models

55.2% 8.3% 53.5% 36.1%

FYE 2024
RM22.1 mil

FYE 2025
RM29.7 mil

RM1.1 mil
5.0% 3.3%

RM1.0 mil

Family entertainment
Outright sales model

Family entertainment
Operation and management of a FEC

Source: Company
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Name and Designation
Tai Lee Chuen,
Executive Director/
Chief Executive Officer

Figure 33: Key Management Team

Age
53

Profile

Approximately 22 years of experience in the arcade and amusement machine industry. His
involvement in the industry began in 2003 by importing refurbished arcade machines from
Taiwan. He later imported new machines from China starting in 2006. He joined the subsidiary
Semico as an adviser in 2007 and was redesignated as director of the business development
department in 2009, where he was instrumental in expanding the supply chain into the
Japanese market. He is responsible for the Group's overall strategy and day-to-day operations.

Ang Sew Fong, 52 | Co-founder of the original Semico (the key operating subsidiary). She is responsible for

Executive Director/ Head of managing the Group's human capital, organizational efficiency, and administrative functions.

Human Resources and

Administration

Amilia Binti Sabtu, 52 | Responsible for overseeing the finance functions of the Group. She previously worked at

Head of Finance Sapura Resources Berhad, which she left in July 2024, taking a brief career break before
joining Semico Capital.

Lee Cheng Loong, 38 | Responsible for conducting research on market trends to enhance the procurement of the

Head of Product Group’s arcade and amusement machines. He also oversees the quality control and

Development assurance process for these machines.

Lee Yong Wai, 39 | Responsible for overseeing repair and maintenance activities, supervising and coordinating

Head of Technical

the technical team and to ensure timely delivery of arcade machines to customers

Source: Company, Mercury Securities
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Key Risks

Customer Concentration Risk. Semico derives a significant portion of its revenue from a small number of major customers, primarily Mix
Metro / Mastering Services and Aeon Fantasy. Revenue contribution from Mix Metro / Mastering Services accounted for approximately
46.56% (RM2.45m), 34.75% (RM5.32m), 25.24% (RM5.58m) and 19.82% (RM5.88m) of group revenue for the financial years under review,
respectively. Meanwhile, Aeon Fantasy contributed approximately 13.85% (RMO0.73m), 18.54% (RM2.84m), 21.69% (RM4.79m) and
21.77% (RM6.46m) over the same period.

While the combined revenue contribution from these key customers has declined from over 60% in earlier years to ¢.41.6% in FY 2025,
customer concentration remains material. Any discontinuation, non-renewal or material reduction in existing consignment, revenue-sharing
or rental arrangements could adversely impact the Group’s revenue and earnings if not replaced by new customers or increased orders
from existing partners in a timely manner.

Supplier Concentration Risk (Dependence on Pop Mart Group). Semico is dependent on Pop Mart Group for the supply of branded
toys and collectibles, with Pop Mart accounting for a substantial portion of the Group’s total purchases. Purchases from Pop Mart Group
represented approximately 76.44% (RM3.81m) in FY2022, 62.92% (RM5.55m) in FY2023, 59.93% (RM7.51m) in FY2024, and 47.14%
(RM8.36m) in FY2025 of total purchases, reflecting a declining but still significant supplier concentration.

Any disruption, delay or cessation in the supply of Pop Mart’s products could impair Semico’s ability to fulfil customer orders in a timely
manner, potentially resulting in order cancellations and a material reduction in revenue contribution from the toys and collectibles segment.
While reliance on Pop Mart Group has moderated over time, continued dependence on a single key supplier remains a material operational
and earnings risk.

Product Popularity and Trend Risk. Semico’s performance is dependent on its ability to continuously identify and offer arcade machines,
toys and collectibles that remain popular with end customers. Demand in both the family entertainment and collectibles segments is
inherently trend-driven, influenced by shifting consumer preferences, popular culture and the lifecycle of intellectual property (IP)-based
products. As customer interests can change rapidly, sustained revenue growth requires timely sourcing, product refreshes and effective
replacement of underperforming offerings.

While the Group has historically demonstrated the ability to respond to market trends, there is no assurance that future products will achieve
similar levels of popularity or commercial success. A decline in product relevance, or delays in sourcing suitable replacement products,
could result in lower utilisation rates, reduced repeat purchases and weaker revenue contribution across affected segments.

Sustainability Review

Environmental (E)
1. Emission Mitigation

e Given its primary activities in distribution and operating entertainment centers, the Group inherently carries a low risk for high
Scope 1 and 2 emissions as it operates no production facilities.

e Focus on sourcing and deploying durable, energy-efficient arcade and amusement machines. This is a material efficiency measure
that lowers the long-term operational costs and energy consumption for both the Group and its clients.

e The commitment to sourcing products and services from local or regional manufacturers is a critical resilience factor,
simultaneously supporting local businesses and reducing transportation-related environmental impacts.

2. Waste Management

o The Group implements a fundamental framework for end-of-life responsibility by arranging for specialized collectors or recyclers
to manage and dispose of faulty electronic components (batteries, chips, and integrated circuits).

e The Group also emphasizes packaging materials such as cardboard, plastic wrapping and foam inserts are reused internally and
recycled whenever possible.

e Moving forward, the Group will enhance recycling and recovery initiatives to increase diversion rates and reduce reliance on
landfills.

Social (S)

1. Human Capital Management

o The Group's policies prioritize fair and equitable treatment of all employees and business partners, which is crucial for talent
retention and reputation in the industry. This includes providing an equal playing field for growth, prohibiting discrimination or
harassment, and maintaining a safe and inclusive work environment.

e The Group is also committed to regular review of human resource policies to foster a culture of respect, indicating a continuous
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process for improving employee relations and mitigating human capital risks.
2. Community Impact

e The strategy to source from local or regional manufacturers and suppliers is a direct and effective form of social contribution,
providing tangible support to the local economy and reinforcing the Group’s social license to operate within the communities it
serves.

Governance (G)

In line with its commitment to strong governance standards, the Board of Semico Capital Berhad remains focused on achieving high levels
of transparency, accountability, and ethical conduct across the organisation. To support these objectives, the Group aligns its governance
framework with the principles and recommended practices of the Malaysian Code on Corporate Governance (MCCG) 2021. This proactive
approach reflects the Board’s ambition to uphold best-in-class governance practices, strengthen organizational integrity, and reinforce
stakeholder confidence in the Group’s long-term stewardship.

1. Ethical Conduct & Regulatory Compliance

e The Group has adopted a zero-tolerance policy towards bribery and put in place policies and procedures to ensure strict
compliance with the Malaysian Anti-Corruption Commission Act 2009 and its amendments.

e A Whistleblowing Policy has been adopted to promote and ensure the values of transparency, integrity, impartiality, and
accountability in the Group’s business dealings.

e The Group is committed to providing fair and equitable treatment to all employees and business partners, which includes offering
equal opportunities for growth and prohibiting discrimination or harassment.

e Moving forward, the Group will continue to regularly review its human resource policies and enhance compliance systems to
maintain a safe, inclusive work environment and high standards of ethical conduct.

N

Governance Oversight

e The Board is committed to achieving and sustaining high standards of corporate governance, ensuring the current composition
provides an appropriate balance in terms of skills, knowledge, and experience to govern the Group effectively.

e The Audit and Risk Management Committee (A&RMC) provide oversight on governance, including reviewing any related party
transactions and performing oversight over the administration of the whistleblowing policy.

e The Group also demonstrates its commitment to the environmental aspect of ESG by sourcing products and services from local
or regional manufacturers and suppliers where possible, thereby supporting local businesses and reducing transportation-related
environmental impacts.

e  Moving forward, the Group will continue to uphold the recommendations of the MCCG and strengthen its governance structures
to reinforce the interests of all shareholders.

As at the latest practicable date (LPD), the Group has adopted key MCCG recommendations, with strong board independence and gender
diversity:

Key MCCG Governance Indicators

MCCG Governance Application Adopted additional best practices
Independent Directors 4 out of 6 (66.7% of the Board)
Women Directors 3 out of 6 (50% of the Board)

Compliance with 30% women target Achieved and Exceeded
Source: Company, Mercury Securities

The composition of the Board reflects the Group’s emphasis on diversity and independence in decision-making. The Group continues to
enhance its governance practices through structured stakeholder engagement, ESG integration and alignment with MCCG principles.

Overall ESG Outlook. Semico’s asset-light model limits environmental and operational risks, with governance as its key ESG strength
ahead of listing. The Board demonstrates strong top-level commitment through early adoption of MCCG 2021 and compliance with board
diversity requirements. Social practices focus on workforce stability and workplace safety, while environmental efforts remain indirect,
centred on energy-efficient equipment and local sourcing. Greater environmental disclosure will be important to assess the depth of its ESG
commitments over time.
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Disclaimer & Disclosure of Conflict of Interest

This report has been prepared by research analyst(s) of Mercury Securities pursuant to the Research Incentive Program under Bursa Research
Incentive Scheme Plus (“Bursa RISE+”) administered by Bursa Malaysia Berhad. This report has been produced independent of any influence from
Bursa Malaysia Berhad or the subject company. Bursa Malaysia Berhad and its group of companies disclaim any and all liability, howsoever
arising, out of or in relation to the administration of Bursa Research Incentive Program and/or this report. This research report can also be found
in the Bursa Marketplace or via the link: https://www.bursamarketplace.com/mkt/tools/research.

The information contained in this report is based on data obtained from data and sources believed to be reliable at the time of issue of this report. However,
the data and/or sources have not been independently verified and as such, no representation, express or implied, are made as to the accuracy, adequacy,
completeness or reliability of the information or opinions in this report.

» o« » oo

This report may contain forward-looking statements which are often but not always identified by the use of words such as “believe”, “estimate”, “intend” and
“expect” and statements that an event or result “may”, “will” or “might” occur or be achieved and other similar expressions. Such forward-looking statements
are based on assumptions made and information currently available to Mercury Securities Sdn Bhd. (“Mercury Securities”) and are subject to known and
unknown risks, uncertainties and other factors which may cause the actual results, performance or achievement to be materially different from any future
results, performance or achievement, expressed or implied by such forward-looking statements. Caution should be taken with respect to such statements and
recipients of this report should not place undue reliance on any such forward-looking statements. Mercury Securities expressly disclaims any obligation to
update or revise any forward-looking statements, whether as a result of new information, future events or circumstances after the date of this publication or to

reflect the occurrence of unanticipated events.

Accordingly, neither Mercury Securities nor any of its holding company, related companies, directors, employees, agents and/or associates nor person
connected to it accept any liability whatsoever for any direct, indirect, or consequential losses (including loss of profits) or damages that may arise from the
use or reliance on the information or opinions in this publication. Any information, opinions or recommendations contained herein are subject to change at any
time without prior notice. Mercury Securities has no obligation to update its opinion or the information in this report.

This report does not have regard to the specific investment objectives, financial situation and particular needs of any specific person. Accordingly, investors
are advised to make their own independent evaluation of the information contained in this report and seek advice from, amongst others, tax, accounting,
financial planner, legal or other business professionals regarding the appropriateness of investing in any securities or the investment strategies discussed or
recommended in this report. Nothing in this report constitutes investment, legal, accounting or tax advice or a representation that any investment or strategy
is suitable or appropriate to your individual circumstances or otherwise represents a personal recommendation to you. This report is not intended, and should
not under no circumstances be considered as an offer to sell or a solicitation of any offer or a solicitation or expression of views to influence any one to buy or
sell the securities referred to herein or any related financial instruments.

Mercury Securities and its holding company, related companies, directors, employees, agents, associates and/or person connected with it may, from time to
time, hold any positions in the securities and/or capital market products (including but not limited to shares, warrants and/or derivatives), trade or otherwise
effect transactions for its own account or the account of its customers or be materially interested in any securities mentioned herein or any securities related
thereto, and may further act as market maker or have assumed underwriting commitment or deal with such securities and provide advisory, investment, share
margin facility or other services for or do business with any companies or entities mentioned in this report. In reviewing the report, investors should be aware
that any or all of the foregoing among other things, may give rise to real or potential conflict of interests and should exercise their own judgement before
making any investment decisions.

This research report is being supplied to you on a strictly confidential basis solely for your information and is made strictly on the basis that it will remain
confidential. All materials presented in this report, unless specifically indicated otherwise, are under copyright to Mercury Securities. This research report and
its contents may not be reproduced, stored in a retrieval system, redistributed, transmitted, or passed on, directly or indirectly, to any person or published in
whole or in part, or altered in any way, for any purpose.

This report may provide the addresses of, or contain hyperlinks to websites. Mercury Securities takes no responsibility for the content contained therein. Such
addresses or hyperlinks (including addresses or hyperlinks to Mercury Securities own website material) are provided solely for your convenience. The
information and the content of the linked site do not in any way form part of this report. Accessing such website or following such link through the report or
Mercury Securities’ website shall be at your own risk.

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside Malaysia, you should have regard to the laws of the
jurisdiction in which you are located.

The views expressed in this research report accurately reflect the analyst's personal views about any and all of the subject securities or issuers; and no part
of the research analyst's compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in the report.
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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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