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¢ Fairly priced sukuk given the issuer solid credit metrics
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¢ The SST base expansion is not expected to have any significant first- rhbficstrategy@rhbgroup.com
order impact on the issuer

¢ Healthy market share in domestic dairy industry

¢ We are Market Perform on Farm Fresh Berhad (AA-IS). We think that its
Islamic Medium-term Notes (IMTN) paper is fairly priced and offer
attractive relative value as well as decent liquidity. Farm Fresh has a solid
metrics and commendable earnings performance which we view as
positive for the company. Hence, we think that it warrants the paper yields
to stand one-notch above its AA3-bond benchmark.

¢ Farm Fresh’s business prognosis remains favourable. Revenue increased
21% YoY to MYR981mn in FY25 (March 2025). This was driven by
increased sales of milk, milk powder products, and CPG ice cream, along
with new revenue streams from Inside Scoop and Sin Wah following recent
stake acquisitions in both companies. Net profit also stood higher during
the period at MYR106mn on the back of increased sales of high-margin
products, lower costs for dairy raw materials, and smaller losses from its
Australian operations. FY25 D/E ratio remains healthy at 0.59x while
other credit metrics remain robust as well. According to rating agency,
MARC Ratings, the company has primarily used its IPO proceeds to finance
expansion and still retains around MYR110.3mn, offering sufficient
liquidity for future growth without needing to take on more debt.

¢ We opine that Farm Fresh’s products will not see significant first-order
negative by the recent SST broadening tax plan. Farm Fresh products
among others include, chilled milk, yogurt, milk powder, raw milk and ice
cream (Figure 1). The diversification is part of the company’s plan to
expand beyond milk offerings. Farm Fresh has also expanded into the
hotel, restaurant, and café (HORECA\) via chilled milk segment.

¢ Farm Fresh has a healthy market share in domestic dairy industry. The
domestic chilled ready-to-drink segment stood at 60.0% as at December
2024. The company has been listed in Bursa Malaysia since March 2022
with key investors include Khazanah Nasional Berhad. Accordingto MARC
Ratings, Farm Fresh’s raw milk capacity to stand around 35 million litres in
FY25, driven by an increase in its herd to 12,903 cattle (March 2024:
11,852). The company plans to expand its Muadzam Shah farm by 500
acres, adding 3,000 cattle and boosting milk production by 7 million litres,
with completion expected in 2026. A new ice cream plant in Bandar Enstek
is set to openin late 2025 to meet rising demand.
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Figure 1: Farm Fresh revenue breakdown

Figure 2: Farm Fresh’s IMTN YTM

Revenue by Product
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Revenue by Distribution Channel
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Source: Farm Fresh, RHB Economics & Market Strategy

Financial Highlights

Source: BPAM, RHB Economics & Market Strategy
Note: The AA-IS rating by MARC Ratings is equivalent to AA3 rating

FARM FRESH BHD

MYRmn (FYE Mar) FY21 FY22 FY23 FY24 FY25
Revenue 490 502 630 810 981
EBITDA 77 76 64 85 132
Interest Expense 10 11 11 16 18
Net Income 36 80 50 64 106
CFO 53 41 -32 120 140
FCF -37 -325 -175 -11 9
Capex -90 -365 -143 -131 -131
CashinBank 12 28 179 158 123
Total Debt 249 291 347 431 427
Total Asset 622 1,010 1,063 1,280 1,348
Total Equity 241 611 636 693 728
Net Margin 7% 16% 8% 8% 11%
ROE* 15% 13% 8% 9% 15%
Debt/Equity 1.03 0.48 0.55 0.62 0.59
Net Debt/Equity 0.98 0.43 0.26 0.39 0.42
CFO/Interest expense (x) 5.3 3.7 -2.7 7.5 7.9
EBITDA/Interest expense (x) 7.7 6.8 5.6 5.3 7.5
CFO/Debt Service (x) * ** 1.5 1.0 -0.7 20 2.3
EBITDA/Debt Service (x) * ** 2.2 1.9 14 14 2.2

* Non-annual income statement and cash flow items are annualized

** Debt service is interest expense plus 10% of total debt
Source: Bloomberg, RHB Economics and Market Strategy
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RHB Credit Strategy Rating Definitions

Recommendation Time Horizon Definition
Outperform 6 to 12 months X
A corporate bond's expected relative performance versus a reference
Market perform 6 to 12 months .
(i.e. AA3 curve or sector peers)

Underperform 6 to 12 months

Speculative Indefinitely The bond's repayment ability is highly uncertain
Not Rated (NR) Indefinitely Not under coverage

Disclaimer Economics and Market Strategy
Thisreport is prepared for information purposes only by the Economics and Market Strategy division within RHB Bank Berhad and/or its subsidiaries, related
companies and affiliates, as applicable ("RHB").

All research is based on material compiled from data considered to be reliable at the time of writing, but RHB does not make any representation or warranty,
express or implied, as to its accuracy, completeness or correctness.

Neither this report, nor any opinion expressed herein, should be construed as an offer to sell or a solicitation of an offer to acquire any securities or financial
instruments mentioned herein. RHB (including its officers, directors, associates, connected parties, and/or employees) accepts no liability whatsoever for any
direct or consequential loss arising from the use of this report or its contents. This report may not be reproduced, distributed or published by any recipient
for any purpose without prior consent of RHB and RHB (including its officers, directors, associates, connected parties, and/or employees) accepts no liability
whatsoever for the actions of third parties in this respect.

Recipients are reminded that the financial circumstances surrounding any company or any market covered in the reports may change since the time of their
publication. The contents of this report are also subject to change without any notification.

This report does not purport to be comprehensive or to contain all the information that a prospective investor may need in order to make an investment
decision. The recipient of this report is making its own independent assessment and decisions regarding any securities or financial instruments referenced
herein. Any investment discussed or recommended in this report may be unsuitable for an investor depending on the investor's specific investment objectives
and financial position. The material in this report is general information intended for recipients who understand the risks of investing in financial instruments.
This report does not take into account whether an investment or course of action and any associated risks are suitable for the recipient. Any recommendations
contained in this report must therefore not be relied upon as investment advice based on the recipient's personal circumstances. Investors should make their
own independent evaluation of the information contained herein, consider their own investment objective, financial situation and particular needs and seek
their own financial, business, legal, tax and other advice regarding the appropriateness of investing in any securities or the investment strategies discussed
or recommended in this report.

RHB (including its respective directors, associates, connected parties and/or employees) may own or have positions in securities or financial instruments of
the company(ies) covered in this research report or any securities or financial instruments related thereto, and may from time to time add to, or dispose off,
or may be materially interested in any such securities or financial instruments. Further, RHB does and seeks to do business with the company(ies) covered in
this research report and may from time to time act as market maker or have assumed an underwriting commitment in securities or financial instruments of
such company(ies), may sell them or buy them from customers on a principal basis and may also perform or seek to perform significant banking, advisory or
underwriting services for or relating to such companyf(ies), as well as solicit such banking, advisory or other services from any entity mentioned in this research
report.

RHB (including its respective directors, associates, connected parties and/or employees) do not accept any liability, be it directly, indirectly or consequential
losses, loss of profits or damages that may arise from any reliance based on this report or further communication given in relation to this report, including
where such losses, loss of profits or damages are alleged to have arisen due to the contents of such report or communication being perceived as defamatory
in nature.
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