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Synergy House (SYNERGY MK) Not Rated
Strong Synergy With E-Commerce Fair Value (Return): MYRO0.64 (58.2%)
Price: MYRO0.405
Market Cap: USD43.1m
Avg Daily Turnover (MYR/USD) 0.91m/0.20m

¢ MYRO0.64 FV based on 11x FY24F P/E. Unlike other listed furniture players, Analyst
Synergy House fully outsources its furniture manufacturing works. Its new

e-commerce venture has also grown by leaps and bounds in the US and Queenie Tan
UK. The cross-border business is set to be driven by prolonged US-China +603 9280 8873
tensions, market share gains, higher purchasing power in western markets, queenie.tan@rhbgroup.com

and growing demand for online furniture. An asset-light model offers a high
FY23F ROE of ¢.30%. Notwithstanding the expected exponential growth,
the FY24F P/E of c.7x makes for a compelling investment.

e Different from other furniture players on Bursa Malaysia. Synergy has
evolved from a furniture manufacturer in 1990 to a pure-play furniture

distributor today where it fully outsources the manufacturing works. Thanks Share Performance (%)
'I[\(/I)tlhe a_siettllr?ht business model (opte1rat|ngI in I”ower-cost Asian nztlons |Ik§ YTD 1m 3m 6m  12m

alaysia), the group can now channel all resources on design
development (D&D) — from 360 designs in 2019 to a whopping 2,155 as of AbSOI_Ute 0.0 52 (100 0.0 0.0
June. Synergy — Malaysia’s only cross-border e-commerce furniture Relative 00 32 (66 00 00
distributor — has planted footholds in the US, UK, and United Arab Emirates 52-wk Price low/high (MYR) 0.33-0.45
(UAE) via ready-to-assemble (RTA) furniture. These are considered as
affordable fast-moving consumer goods or FMCGs. SYNERGY MK (SYNERGY MK)

Price Close ----Relative to KLPRP Index (RHS)

e Upping the ante with e-commerce business-to consumer (B2C) 046 wm
business. In addition to the steady business-to-business (B2B) growth, 044 A 108
Synergy’s differentiates itself vis-a-vis traditional retailers and has a unique 0az | N %
position as a “new retail” firm via its B2C cross-border e-commerce 0a0 | NN o
segment. This contemporary business model is set to leapfrog its current 038 . o
B2B model. As of 1H23, B2C sales have grown to 46% of total sales (FY22: 0s 4 S M 7
25.6%). Driven by western markets’ higher-spending power and rising o - R
adoption of online shopping, the group’s s e-commerce and higher-margin 032 ™ Now
B2C sales momentum is on track to reach 70% of total sales by 2025. Note:

c.60% of total B2C designs are generating healthy recurring monthly sales TiEyEIrEEyLEELLELELLE

on reputable third-party e-commerce platforms (locally and internationally).
Leveraging on this, Synergy is setting its B2C footprints in new markets like Source: Bloomberg
the UK and Western Europe.

e In the sweet spot of US-China trade war. As the US has enforced anti-
dumping duty on China-made wooden bedroom furniture — ie Synergy’s
main product — the group can come out batting with its specialised bedroom
designs and testing capabilities in terms of selling its furniture on the US’
biggest online home stores, ie Wayfair and Amazon since 3Q20 and 3Q19.
Synergy is working on extending its product offerings to include bathroom
and kitchen furniture — segments where the US enforces import taxes on
China-made equivalents.

e Exponential earnings growth. Coupled with its expansion plans, Synergy
is forecasted to grow at a 3-year earning CAGR of 34.9%. We peg a FY24F
P/E of 11x to arrive at a MYRO0.64 FV. Key risks includes: i) Dependency on
third-party manufacturers, ii) absence of long-term contracts with B2B
customers, and iii) high exposure to FX fluctuations.

Forecasts and Valuation Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Total turnover (MYRm) 184 194 245 320 426

Recurring net profit (MYRm) 18 17 22 29 43

Recurring net profit growth (%) 54.8 (5.8) 27.1 32.7 47.3

Recurring P/E (x) 11.05 11.73 9.23 6.95 4.72

P/B (x) 5.9 4.4 2.1 1.7 1.4

P/CF (x) 21.49 10.37 10.86 9.43 6.91

Dividend Yield (%) 3.2 2.9 3.2 4.3 6.4

EV/EBITDA (x) 8.65 8.14 5.68 4.41 2.84 Note:

Return on average equity (%) 52.8 412 301 215 327 Small cap stocks are defined as companies with a market
Net debt to equity (%) 114.0 76.7 net cash net cash net cash capitalisation of less than USDO0.5bn.

Source: Company data, RHB
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Financial Exhibits

Asia Financial summary (MYR) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F
Malaysia Recurring EPS 0.04 0.03 0.04 0.06 0.09
Consumer Cyclical DPS 0.01 0.01 0.01 0.02 0.03
Synergy House BVPS 0.07 0.09 0.19 0.23 0.29
SYNERGY MK Return on average equity (%) 52.8 41.2 30.1 275 32.7
Not Rated
Valuation metrics Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F
Valuation basis Recurring P/E (x) 11.05 11.73 9.23 6.95 4.72
11x P/E on FY24F EPS P/B (x) 5.9 4.4 2.1 1.7 1.4
FCF Yield (%) 0.3 4.9 9.2 9.9 145
Key drivers Dividend Yield (%) 3.2 2.9 3.2 4.3 6.4
i. Different from other furniture players on Bursa EV/EBITDA (x) 8.65 8.14 5.68 4.41 2.84
Malaysia; EV/EBIT (x) 9.10 8.65 6.02 4.63 2.94

ii. Ups the ante with its e-commerce business-to-
consumer or B2C business;

L X . Income statement (MYRm) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F
iii. Beneficiary of US-China trade tensions.

Total turnover 184 194 245 320 426

Gross profit 37 46 68 97 133

Key risks EBITDA 28 29 34 42 59

i. Dependent on third-party manufacturers; Depreciation and amortisation @ @ @ @ @

ii. Absence of long-term contracts with business-to- Operating profit 27 28 32 40 57

business or B2B customers; Net interest @) (3) )] 1) @

iii. High exposure to FX fluctuations. Pre-tax profit 19 23 29 38 56

i Taxation (5) ) ®) 9) (14)

Company Profile Reported net profit 14 17 21 29 43

Syn_ergy is a cross border e-commerce seller_ and Recurring net profit 18 17 2 29 23
furniture exporter who specialises in aesthetically
pleasing designs which are affordable and ready-to-

assemble or RTA home furniture. Cash flow (MYRm) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Change in working capital 0.0 0.0 (6.8) (10.9) (16.3)

Cash flow from operations 9.4 19.5 18.7 215 29.3

Capex 8.7) 9.7) 0.0 (1.5) 0.0

Cash flow from investing activities (13.0) 14.7) 0.0 (1.5) 0.0

Dividends paid (6.4) (5.9) (6.4) (8.7) (12.9)

Cash flow from financing activities 6.5 (3.6) 8.8 (10.1) (13.6)

Cash at beginning of period 14.2 215 27.4 54.9 64.8

Net change in cash 29 13 27.5 9.9 15.7

Ending balance cash 21.2 27.4 54.9 64.8 80.5

Balance sheet (MYRm) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Total cash and equivalents 22 27 55 65 80

Tangible fixed assets 44 55 53 52 50

Total assets 112 131 172 198 236

Short-term debt 25 25 18 18 18

Total long-term debt 35 38 28 28 28

Total liabilities 77 85 76 82 90

Total equity 34 46 96 116 146

Total liabilities & equity 112 131 172 198 236

Key metrics Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F

Revenue growth (%) 50.0 53 26.2 30.4 335

Recurrent EPS growth (%) 54.8 (5.8) 27.1 32.7 47.3

Gross margin (%) 20.0 23.9 27.6 30.2 31.2

Operating EBITDA margin (%) 15.2 15.1 13.9 13.0 13.9

Net profit margin (%) 7.8 8.6 8.7 9.1 10.1

Dividend payout ratio (%) 44.4 355 30.0 30.0 30.0

Capex/sales (%) 4.7 5.0 0.0 0.5 0.0

Interest cover (x) 11.4 8.1 10.7 15.6 225

Source: Company data, RHB
See important disclosures at the end of this report
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Financial Overview

Synergy achieved a 3-year revenue CAGR of 20.3% between FY19 and FY22, driven by
the commendable growth from both the B2B and B2C businesses. The sales from the former
have shown positive growth from FY19 to FY21, which was derived from the incoming of
and substantial contributions from a new customer — Hillsdale Furniture (Hillsdale) — as well
as increase of sales orders from existing customers. Hillsdale — a US-based wholesaler —
became a customer in FY20. During FY21 and FY22, it became the group’s biggest and
second-largest customer.

Despite the global normalisation of e-commerce sales post COVID-19, as furniture buyers
began frequenting brick & mortar stores again, Synergy managed to achieve a 3-year CAGR
of 192.2% (FY19-22). The exponential growth was led by Wayfair's e-commerce platform
focusing on the US, Canadian, and UK markets, as well as through local third-party e-
commerce platforms, ie Shopee and Lazada.

In tandem with the growth in revenue, Synergy charted a 3-year earning CAGR of 15.1%
between FY19 and FY22. There was a dip in PAT margins from 9.9% in FY20 to 7.7% in
FY21, though, mainly attributable to the weakening of the USD against the MYR and higher
outsourced manufacturing costs due to a shortage of furniture raw materials that was
brought about by the global supply chain disruptions.

There was also YoY dip in its FY22 B2C business, — mainly due to higher promotions and
discounts for that year to increase sales. This was because the group had just started in
some new markets, and wanted to attract buyers and create brand awareness.

Figure 1: Revenue, gross profit, and profit after tax (FY19-22)

=R RM mili Bl Gross Profit (RM million) Profit After Taxation (RM million)
evenue (RM million) ~GP Margin (%) ——PAT Margin (%)
CAGR CAGR CAGR

20.30% 15.05%

28.63%

184.3 194.1

122.9
111.5 I

FYE 2019 FYE 2020 FYE 2021 FYE 2022

FYE 2019 FYE 2020 FYE 2021 FYE 2022

FYE 2019 FYE 2020 FYE 2021 FYE 2022

Source: Company data
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Figure 2: Analysis of revenue by business segments (MYRm) and GPM by business segments (%)
ANALYSIS OF REVENUE BY BUSINESS SEGMENT (RM million)

mB2B mB2C
CAGR

9.69% CAGR
192.17% .
159.5 (B656%)" 1445 (74.43%) 49.6 (25.57%)
109.5 (98.21%)* 117.6 (95.67%)* I l 24.8 (13.44%)* I

. . 2.0 (1.79%)* 53 (4.33%)" -
— |

FYE 2019 FYE 2020 FYE 2021 FYE 2022 FYE 2019 FYE 2020 FYE 2021 FYE 2022
--B2B --B2C
3774 3183 4'44-61\.
19.26 2707 -16.14 —— 33(232
FYE 2019 FYE 2020 FYE 2021 FYE 2022

Note:
1. Percentage over respective financial year's fotal revenue.

Source: Company data

Figure 3: Analysis of revenue by product categories (MYRm)

RM15.1 million RM 7.5 million
(13.57%) RM 7.2 million ‘M 52.7 million | B (4.09%)
(60.29%) (28.62%)
FYE RM 124.0 million
2019 2021 o (67.29%)
RM 29.1 million - -
(26.14%) RM 10.0 million _ RM 6.7 million
(8.16%) ~ - ‘/" (3.43%)
RM 5.5 million
FYE (29.13%) FYE
| 2020 | 2022
RM 34.0 million \ N
(27.70%) o .
RM (ZZ'?E']"“ RM 130.9 million
. - P - . 67.44%
Bedroom furniture Living room furniture . Dining room furniture ( 7l
Source: Company data
See important disclosures at the end of this report
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Figure 4: Analysis of revenue by geographical markets (MYRm)

- [ o I - -
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UK United Arab Emirates B usa Others(")
Remarks:

(34.68%)

RM82.3 million -
(42.40%) RM[2]2].§6%{I]I|on
FYE
2022

Q

RM10.4 million . RM75.7 million

(5.34%) (39.01%)
RM3.2 million
(1.63%)
B Malaysia

1. Others comprise of Ireland, Australia and Asian countries, i.e. Indonesia, India, Thailand, Singapore, and Lebanon.

2. The percentages may not add up due to rounding.

Source: Company data

Synergy registered revenue of MYR58.6m in 2Q23 (+13.6% Qo0Q), which took 1H23
revenue to MYR110.2m. The QoQ increase was contributed by the QoQ rise in sales from
both the B2B (+17% QoQ); mainly from the UK and Middle East) and B2C (+10% QoQ;
mainly from the US) segments. Specifically, the US remains the top contributor to the
group’s revenue base, accounting for more than 45% of Synergy’s topline. Another bright
positive: On another bright note, 1H23 B2C sales stood at MYR50.7m, exceeding FY22 total
12-month B2C of MYR49.6m, which is in line with the group aim of growing B2C sales — the
latter commands ¢.10% higher GPMs vis-a-vis the B2B segment.

Overall PAT margin increased from 5.1% in 1Q23 to 10.6% in 2Q23, mainly attributable to
lower purchase costs (inventory with lower freight costs incurred) and favourable FX where
the weighted average rate was higher by 3% QoQ.

Figure 5: Analysis of revenue by product categories (MYRm)

RM'millions mB2B " B2C

248 13.44%* 25.57%"

49.6

2.0 179%* 5.3 4%

86.56%"

159.5

144.52%EE 16.01%*
109 SR 17.6 ek 50.7

YY) 53.99%"

FY2019 FY2020  FY2021 FY2022  THFY23

Note:
* Percentage over respectfive financial year's total revenue.

Source: Company data
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Figure 6: B2C breakdown by key platforms (MYR’000)
B2C breakdown by key platforms (RM’000)

39.719
37,190

10,367 10,334

14,409

4700 4158 4,703
963 1,054
1.717 562
7l o i

Wayfair US Wayfair UK Amazon USA Amazon UK  Local B2C Others

EFY 2020 ®FY 2021 FY 2022 wm1H FY23

Source: Company data

Industry Overview

A growing millennial and younger generation population is dovetailing with the rising internet
and smartphone proliferation. Subsequently, the reliance on technology to shop online is
growing with the increasing preference for a convenient shopping experience that provides
consumers access to diverse products.

According to GlobeNewswire, the cross-border B2C e-commerce market is projected to hit
USD6,585.3bn at a CAGR of 27.3% by 2030. North America (including US and Canada)
dominates this market, accounting for 45.8% of global market share in 2022. This followed
by Europe, where Synergy is aiming to expand into in the near future. The group is in a
sweet spot, as more than 85% of its B2C sales are generated from the North America
market. While it continues to grow sales with its current platforms, Synergy is also striving
to expand into more third-party e-commerce platforms in the latter market to repeat its
historical exponential sales growth in the B2C segment.

Figure 7: B2C target markets and platforms

ewayfair

ewayfair  amazon @ lozada B Shopes

£3« =3 @ @ | gmazon
3 .

@ Lozada

North America - usa () canaDA

UK . Germany ‘ ’ France ﬁShOpee

(I

West Europe -

A
vi>

~

Source: Company data

See important disclosures at the end of this report
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Earnings Forecasts And Valuations

Forecasts. Seasonally, Synergy’s B2B customers tend to increase orders starting in 3Q to
prepare for festive sales nearer to year's end. Meanwhile, the group’s B2C platforms
historically generate higher sales at the end of any given year. Hence, we are expecting
2H23 to be strong, especially with its better revenue mix. We also forecast a 3-year earnings
CAGR of 34.9%, as Synergy continues to focus on expanding its B2C sales — which
command higher GPMs of ¢.36% — while looking to tap into the recovery in consumer
spending in FY24.

The group’s B2C sales model is well positioned to capitalise on the growing global furniture
e-commerce market. Its asset-light business model also enables it to focus on D&D and
sales & marketing. Synergy’s cross-border business is expected to be propelled by the
prolonged US-China tensions, market share gains, higher purchasing power in western
markets, and growing taste for online furniture. As the group is still new with regards to third-
party e-commerce platforms, there is still ample room to capture market share and grow,
especially with its design capabilities and new product launches.

Conversely, B2B sales are set to steadily grow with Synergy’s long-term relationships with
customers in the US, UK, and UAE. Management is seeing higher sales forecast orders
from existing and new B2B customers.

Sensitivity analysis. The group purchased c.17% of its raw material and records ¢.96% of
sales in USD terms. The rest are mostly in MYR. According to our sensitivity analysis, a 1%
strengthening of the USD against the MYR will lead to a 1% increase in earnings and vice
versa for FY24.

Undemanding valuation. Pegged to a P/E of 11x based on its FY24F earnings, we arrive
at a FV of MYRO0.64. The ascribed P/E multiple is at a premium to the local furniture players
given Synergy’s unique business model and differentiation by having large exposure to
western B2C markets instead of pure the B2B markets popular with local players (Figure 8),
notwithstanding its expected higher earnings growth.

For reference, another regional player operating in a similar B2C model as Synergy is Zhiou
Home Furnishing (ZHF), which is now trading at 2-year forward P/E of 18.3x. As the group
continues to expand its B2C business faster than its B2B wing, we note that its B2C
business is very similar to ZHF, as both firms sell their products on Amazon and Wayfair in
the US and Europe.

Dividends. Although there is no any dividend policy, Synergy has been consistently paying
dividends between 19.6% and 110.7% over the last four FYs. With its current net cash
position and positive free cash flow, we assume a dividend payout of 30%, which indicates
a FY23F yield of 3.2%.

Figure 8: Peer table

Mkt ca Price PIE (x) Div-yld poe ) - BV NP Growth (%)
Company Country  FYE (USDmF; 29-Sep-23 (%) EBITDA PEG
(Local currency) Actual 1-yrfwd 2-yrfwd 1-yr fwd 1-yr fwd 1-yr fwd 1-yr fwd 2-yr fwd

Synergy MA 12/2023 43.1 0.41 10.4 10.9 9.4 3.2 30.1 5.7 27.1 32.7 na
Local furniture players involved in B2B business
Lii Hen Industries MA 12/2023 98.3 0.86 5.8
Poh Huat Resources MA  10/2023 73.4 1.30 3.8 10.7 7.8 5.7 21.3 15 -64.5 374 0.2
Homeritz Corp MA 08/2023 48.8 0.50 51 10.3 9.4 2.6 22.0 1.9 -50.7 10.2 0.9
Wegmans MA 12/2023 22.8 0.20 51
Spring Art MA  12/2023 15.1 0.17 30.5
Ecomate MA  02/2024  53.8 0.71 38.5
Sern Kou Resources MA 06/2024 137.8 0.60 474.3
Jaycorp MA 07/2023 40.9 0.72 9.1 11.6 11.3 5.4 21.3 4.7 -21.0 2.4 4.7
SWS Capital MA 12/2023 21.1 0.36 35.5
SHH Resources MA 06/2024 21.7 1.02 26.3
Mobilia MA 12/2023 24.6 0.17 9.2
Mkt. cap weighted avg. 77.5 127.2 10.8 9.1 4.7 215 2.5 -49.5 20.5 1.5
Simple average 50.8 58.5 10.9 9.5 4.6 215 2.7 -45.4 16.7 1.9
International peers — cross border e-commerce home furniture player
%2'31“ :ome Fumishing  cp 1212003 1,252 22.76 337 232 185 08 734 150 452 256 0.7
Source: Bloomberg, RHB
See important disclosures at the end of this report - RHB‘
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Company Overview

Synergy is a public listed company on Bursa Malaysia’s Main Market. The group, along with
its subsidiaries, is a cross border e-commerce seller and furniture exporter that specialises
in aesthetically pleasing home furniture designs that are affordable and RTA. Synergy
outsources all manufacturing for its home furniture offerings to third-party manufacturers
according to its requirements, only focusing on D&D and sale of its RTA home furniture.

As of April, 2,047 home furniture designs have been made available for sale to consumers.
The group focuses on B2B and B2C business models, selling its RTA home furniture to
chain-store retailers, online retailers, and wholesalers via a B2B sales model. It has direct
sales to end-consumers through its in-house online store and third party e-commerce
platforms via the B2C sales model. Synergy’s products that have been sold to online
retailers are — in due course — sold through the respective e-commerce platforms to end-
consumers. Moreover, several chain store retailers carry the group’s furniture for sale to
end-customers through the former’s respective e-commerce platforms or physical stores.

Synergy’s business operations are based in Malaysia and it serves a regional and
international customer base. The group’s principal markets include the UK, US, UAE,
Malaysia, and others.

Its sales are generated from:

i. Exports market (94.7% of FY22 revenue). Exports make up the majority of the
Synergy’s FY22 revenue. The group’s B2C sales model allows it to capitalise on the
ever-progressing global furniture e-commerce market. Furniture e-commerce has been
gradually gaining attention as consumers realise the convenience of browsing and
purchasing furniture online. Synergy ensures it remains amongst the top players in the
industry by establishing networks and long-term relationships with customers. This
segment consists of:

a) UK (42.4% of FY22 revenue). The UK is the biggest consumer of the group’s
home furniture. Two of its major customers for FY22 are online retailers from the
UK, which have had close business ties with Synergy for many years. As of 2023,
Shop Direct Home Shopping and Studio Retail have maintained 20- and 11-year
business relationships with the group;

b) US (39% of FY22 revenue). Two of Synergy’s major customers in FY22 were from
the US, ie Hillsdale and Wayfair — both have 3-year business relationships with the
group;

c) UAE (11.6% of FY22 revenue). The last large contender among Synergy’s major
consumers is a chain-store retailer from the UAE, RNA Resources Group, which
has maintained a close 7-year business relationship with the group as of 2023;

d) Others (1.6% of FY22 revenue). These include customers from Australia, Ireland,
Singapore, Thailand, Indonesia, India, and Lebanon, among others;

ii. Domestic market (5.3% of FY22 revenue). As of 2023, Synergy’s domestic market is
not as strong as its international customer base. Its B2C model includes third-party e-
commerce platforms such as Shopee or Lazada. The group has plans to expand its
customer reach by focusing on a new target market, as well as selling and listing more
product options and adding more third-party e-commerce platforms.

Synergy is led by a team of accomplished directors and senior management. Leading the
group are Non-Independent Executive Directors Tan Eu Tah and Teh Yee Luen — both have
more than 20 years of experience in the furniture industry. Ng Book Kean Kenneth is
Synergy’s accountant and has 13 years of work experience in the finance and accounting
industries. With 20 years of work experience in the marketing industry, Tan Yee Chi acts as
the group’s marketing director.

See important disclosures at the end of this report RHB‘
Market Dateline / PP 19489/05/2019 (035080)
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Figure 9: Synergy’s value proposition

Svneray House Furniture manufacturers listed
ynergy in Bursa Securities

o Design & Development o Production
o Sales to wholesalers / retailers /
importers

4

o Ouisowrced Third-parly manuvfacturers
cay out production

o Delivery to overseas fulfillment cenfres

Order processing and fulfillment in

third-parly e-commerce Platform

Source: Company data

Figure 10: Business model

Principal activities In-house capabilities: Design and development of RTA home furniture
*+  Concepfualisation +  Product development +  Testing *  Product launch

Order confirmation from B2B customer for purchase of our RTA
home furniture

Qutsource to third party manufacturers
Manufaciuring of our home fumniture in accordance to our designs, specificafions and requirements

sale of RTA home furniture to B2B customer Order confirmation and sale of RTA home furniture to
B2C customer

RTA home furniture
+ Bedroom fumniture + Living room furniture + Dining room furniture

Sales models and
customers « Online retailers  » Chain-store retailers  » Wholesalers * End-consumers

Al B a
DIRECT FURNITURE Shopee Dl

age 16 | private and confidential

Source: Company data

See important disclosures at the end of this report R"B‘
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Figure 11: Corporate structure upon listing
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Source: Company data

Figure 12: Bedroom furniture, eg wardrobes, study desks, chest drawers, night stands, and cabin beds

Source: Company data

See important disclosures at the end of this report 10 -
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Figure 13: Dining room furniture, eg dining tables, dining chairs, and benches

Source: Company data

Figure 14: Living room furniture, eg television cabinets, sideboards, and coffee tables

Source: Company data

See important disclosures at the end of this report
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Figure 15: Synergy’s products listed on Amazon and Shopee
Amazon
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Key Risks

Dependent on third-party manufacturers. Synergy is only responsible for the D&D and
sale of home furniture. All manufacturing works are outsourced to third-party manufacturers
that are in charge of the purchasing of raw materials, manufacturing, and packaging of the
furniture in accordance to the group’s designs, specifications, and requirements. In the
event of it loses the services of these third-party manufacturers without timely replacements,
this will lead to interruptions in the fulfilment of orders, in our view, which will create an
unfavourable impact on its operations, financial performance, and reputation.

Additionally, as these third-party manufacturers are in charge of purchasing raw materials
and manufacturing Synergy’s products using in-house labour, the group’s cost of sales will
increase significantly if there is an increase in manufacturing costs. Moreover, these third-
party manufacturers may experience resource constraints, financial difficulties, or other
difficulties that might affect their ability to carry out manufacturing works. In turn, this can
result in delays in fulfilling orders — ultimately having a negative impact on Synergy’s overall
operations.

Absence of long-term contracts. The group does not enter into any long-term contracts
with its customers, as the latter (primarily its B2B customers), purchase home furniture from
Synergy through purchase orders. The absence of long-term contracts is mainly due to the
nature of the group’s business, as the demand for its home furniture is subject to customers'
design preferences during a particular period of time. If Synergy loses any existing
customers — primarily its major customers — and are unable to secure additional sales from
other pre-existing customers, the group will see adverse impacts on its financial
performance.

Exposed to product liability claims. Synergy is responsible for the quality of its home
furniture — even though the manufacturing is outsourced to third-party manufacturers. While
the group has implemented quality-control procedures at every crucial stage of the
manufacturing process and regularly conducts on-site quality checks on workflow, this does
not guarantee that there will be zero defects with its home furniture offerings. Synergy’s
products are also susceptible to improper handling from logistics services providers. In the
event products received are defective, the group is liable for product liability claims and will
be subjected to significant legal costs. This will also damage its reputation and negatively
impact its financial performance.

Highly exposed to FX fluctuations. The largest contributor to revenue during FY19-22
were export sales, making up 98.21%, 96.52%, 94.37%, and 94.66% of its topline during
this period. Synergy primarily exports to the UK, UAE, US, and other countries. Therefore,
the revenue generated from the export sales are denominated in USD, GBP and CAD.
Additionally, the group’s purchases are also exposed to FX fluctuation risks that arise from
engaging with overseas third-party manufacturers that are mainly from China, Indonesia,
and Vietnam for the supply of finished goods — these purchases are denominated in USD
and CNY. Hence, Synergy will record higher revenues and purchases in MYR after
conversion in situations where the USD significantly appreciates against the Malaysian
currency Likewise, the group will also record lower revenues and purchases should the USD
significantly depreciate against the MYR. Should Synergy be unable to pass the cost to its
customers, its financial performance will be severely affected.

Currently, the fluctuations in exchange rates between the GBP, CAD, CNY, and MYR does
not have any material impact to the group’s revenue and purchases, as the topline
denominated is comparatively low at this time.

See important disclosures at the end of this report
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RHB Guide to Investment Ratings

Buy: Share price may exceed 10% over the next 12 months
Trading Buy: Share price may exceed 15% over the next 3 months, however longer-
term outlook remains uncertain

Neutral: Share price may fall within the range of +/- 10% over the next
12 months

Take Profit: ~ Target price has been attained. Look to accumulate at lower levels

Sell: Share price may fall by more than 10% over the next 12 months

Not Rated: Stock is not within regular research coverage

Investment Research Disclaimers

RHB has issued this report for information purposes only. This report is intended for
circulation amongst RHB and its affiliates’ clients generally or such persons as may be
deemed eligible by RHB to receive this report and does not have regard to the specific
investment objectives, financial situation and the particular needs of any specific person
who may receive this report. This report is not intended, and should not under any
circumstances be construed as, an offer or a solicitation of an offer to buy or sell the
securities referred to herein or any related financial instruments.

This report may further consist of, whether in whole or in part, summaries, research,
compilations, extracts or analysis that has been prepared by RHB’s strategic, joint
venture and/or business partners. No representation or warranty (express or implied)
is given as to the accuracy or completeness of such information and accordingly
investors should make their own informed decisions before relying on the same.

This report is not directed to, or intended for distribution to or use by, any person or
entity who is a citizen or resident of or located in any locality, state, country or other
jurisdiction where such distribution, publication, availability or use would be contrary to
the applicable laws or regulations. By accepting this report, the recipient hereof (i)
represents and warrants that it is lawfully able to receive this document under the laws
and regulations of the jurisdiction in which it is located or other applicable laws and (ii)
acknowledges and agrees to be bound by the limitations contained herein. Any failure
to comply with these limitations may constitute a violation of applicable laws.

All the information contained herein is based upon publicly available information and
has been obtained from sources that RHB believes to be reliable and correct at the
time of issue of this report. However, such sources have not been independently
verified by RHB and/or its affiliates and this report does not purport to contain all
information that a prospective investor may require. The opinions expressed herein
are RHB'’s present opinions only and are subject to change without prior notice. RHB
is not under any obligation to update or keep current the information and opinions
expressed herein or to provide the recipient with access to any additional information.
Consequently, RHB does not guarantee, represent or warrant, expressly or impliedly,
as to the adequacy, accuracy, reliability, fairness or completeness of the information
and opinion contained in this report. Neither RHB (including its officers, directors,
associates, connected parties, and/or employees) nor does any of its agents accept
any liability for any direct, indirect or consequential losses, loss of profits and/or
damages that may arise from the use or reliance of this research report and/or further
communications given in relation to this report. Any such responsibility or liability is
hereby expressly disclaimed.

Whilst every effort is made to ensure that statement of facts made in this report are
accurate, all estimates, projections, forecasts, expressions of opinion and other
subjective judgments contained in this report are based on assumptions considered to
be reasonable and must not be construed as a representation that the matters referred
to therein will occur. Different assumptions by RHB or any other source may vyield
substantially different results and recommendations contained on one type of research
product may differ from recommendations contained in other types of research. The
performance of currencies may affect the value of, or income from, the securities or
any other financial instruments referenced in this report. Holders of depositary receipts
backed by the securities discussed in this report assume currency risk. Past
performance is not a guide to future performance. Income from investments may
fluctuate. The price or value of the investments to which this report relates, either
directly or indirectly, may fall or rise against the interest of investors.

This report may contain comments, estimates, projections, forecasts and expressions
of opinion relating to macroeconomic research published by RHB economists of which
should not be considered as investment ratings/advice and/or a recommendation by
such economists on any securities discussed in this report.

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.

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 RHB 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.
RHB 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.

The use of any website to access this report electronically is done at the recipient's own
risk, and it is the recipient’s sole responsibility to take precautions to ensure that it is free
from viruses or other items of a destructive nature. This report may also provide the
addresses of, or contain hyperlinks to, websites. RHB takes no responsibility for the
content contained therein. Such addresses or hyperlinks (including addresses or
hyperlinks to RHB own website material) are provided solely for the recipient’s
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
RHB website shall be at the recipient’s own risk.

This report may contain information obtained from third parties. Third party content
providers do not guarantee the accuracy, completeness, timeliness or availability of any
information and are not responsible for any errors or omissions (negligent or otherwise),
regardless of the cause, or for the results obtained from the use of such content. Third
party content providers give no express or implied warranties, including, but not limited
to, any warranties of merchantability or fithess for a particular purpose or use. Third party
content providers shall not be liable for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs, expenses, legal fees,
or losses (including lost income or profits and opportunity costs) in connection with any
use of their content.

The research analysts responsible for the production of this report hereby certifies that
the views expressed herein accurately and exclusively reflect his or her personal views
and opinions about any and all of the issuers or securities analysed in this report and
were prepared independently and autonomously. The research analysts that authored
this report are precluded by RHB in all circumstances from trading in the securities or
other financial instruments referenced in the report, or from having an interest in the
company(ies) that they cover.

The contents of this report is strictly confidential and may not be copied, reproduced,
published, distributed, transmitted or passed, in whole or in part, to any other person
without the prior express written consent of RHB and/or its affiliates. This report has
been delivered to RHB and its affiliates’ clients for information purposes only and upon
the express understanding that such parties will use it only for the purposes set forth
above. By electing to view or accepting a copy of this report, the recipients have agreed
that they will not print, copy, videotape, record, hyperlink, download, or otherwise
attempt to reproduce or re-transmit (in any form including hard copy or electronic
distribution format) the contents of this report. RHB and/or its affiliates accepts no
liability whatsoever for the actions of third parties in this respect.

The contents of this report are subject to copyright. Please refer to Restrictions on
Distribution below for information regarding the distributors of this report. Recipients
must not reproduce or disseminate any content or findings of this report without the
express permission of RHB and the distributors.

The securities mentioned in this publication may not be eligible for sale in some states
or countries or certain categories of investors. The recipient of this report should have
regard to the laws of the recipient’s place of domicile when contemplating transactions
in the securities or other financial instruments referred to herein. The securities
discussed in this report may not have been registered in such jurisdiction. Without
prejudice to the foregoing, the recipient is to note that additional disclaimers, warnings
or qualifications may apply based on geographical location of the person or entity
receiving this report.

The term “RHB” shall denote, where appropriate, the relevant entity distributing or
disseminating the report in the particular jurisdiction referenced below, or, in every
other case, RHB Investment Bank Berhad and its affiliates, subsidiaries and related
companies.

RESTRICTIONS ON DISTRIBUTION

Malaysia

This report is issued and distributed in Malaysia by RHB Investment Bank Berhad
(“RHBIB”). The views and opinions in this report are our own as of the date hereof and
is subject to change. If the Financial Services and Markets Act of the United Kingdom
or the rules of the Financial Conduct Authority apply to a recipient, our obligations
owed to such recipient therein are unaffected. RHBIB has no obligation to update its
opinion or the information in this report.

Thailand

This report is issued and distributed in the Kingdom of Thailand by RHB Securities
(Thailand) PCL, a licensed securities company that is authorised by the Ministry of
Finance, regulated by the Securities and Exchange Commission of Thailand and is a
member of the Stock Exchange of Thailand. The Thai Institute of Directors Association
has disclosed the Corporate Governance Report of Thai Listed Companies made
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pursuant to the policy of the Securities and Exchange Commission of Thailand. RHB
Securities (Thailand) PCL does not endorse, confirm nor certify the result of the Corporate
Governance Report of Thai Listed Companies.

Indonesia

This report is issued and distributed in Indonesia by PT RHB Sekuritas Indonesia. This
research does not constitute an offering document and it should not be construed as
an offer of securities in Indonesia. Any securities offered or sold, directly or indirectly,
in Indonesia or to any Indonesian citizen or corporation (wherever located) or to any
Indonesian resident in a manner which constitutes a public offering under Indonesian
laws and regulations must comply with the prevailing Indonesian laws and regulations.

Singapore

This report is issued and distributed in Singapore by RHB Bank Berhad (through its
Singapore branch) which is an exempt capital markets services entity and an exempt
financial adviser regulated by the Monetary Authority of Singapore. RHB Bank Berhad
(through its Singapore branch) may distribute reports produced by its respective
foreign entities, affiliates or other foreign research houses pursuant to an arrangement
under Regulation 32C of the Financial Advisers Regulations. Where the report is
distributed in Singapore to a person who is not an Accredited Investor, Expert Investor
or an Institutional Investor, RHB Bank Berhad (through its Singapore branch) accepts
legal responsibility for the contents of the report to such persons only to the extent
required by law. Singapore recipients should contact RHB Bank Berhad (through its
Singapore branch) in respect of any matter arising from or in connection with the report.

United States

This report was prepared by RHB is meant for distribution solely and directly to “major”
U.S. institutional investors as defined under, and pursuant to, the requirements of Rule
15a-6 under the U.S. Securities and Exchange Act of 1934, as amended (the
“Exchange Act”) via a registered U.S. broker-dealer as appointed by RHB from time to
time. Accordingly, any access to this report via Bursa Marketplace or any other
Electronic Services Provider is not intended for any party other than “major” US
institutional investors (via a registered U.S broker-dealer), nor shall be deemed as
solicitation by RHB in any manner. RHB is not registered as a broker-dealer in the
United States and currently has not appointed a U.S. broker-dealer. Additionally, RHB
does not offer brokerage services to U.S. persons. Any order for the purchase or sale
of all securities discussed herein must be placed with and through a registered U.S.
broker-dealer as appointed by RHB from time to time as required by the Exchange Act
Rule 15a-6. For avoidance of doubt, RHB reiterates that it has not appointed any U.S.
broker-dealer during the issuance of this report. This report is confidential and not
intended for distribution to, or use by, persons other than the recipient and its
employees, agents and advisors, as applicable. Additionally, where research is
distributed via Electronic Service Provider, the analysts whose names appear in this
report are not registered or qualified as research analysts in the United States and are
not associated persons of any registered U.S. broker-dealer as appointed by RHB
from time to time and therefore may not be subject to any applicable restrictions under
Financial Industry Regulatory Authority (“FINRA”) rules on communications with a
subject company, public appearances and personal trading. Investing in any non-U.S.
securities or related financial instruments discussed in this research report may
present certain risks. The securities of non-U.S. issuers may not be registered with, or
be subject to the regulations of, the U.S. Securities and Exchange Commission.
Information on non-U.S. securities or related financial instruments may be limited.
Foreign companies may not be subject to audit and reporting standards and regulatory
requirements comparable to those in the United States. The financial instruments
discussed in this report may not be suitable for all investors. Transactions in foreign
markets may be subject to regulations that differ from or offer less protection than
those in the United States.

DISCLOSURE OF CONFLICTS OF INTEREST

RHB Investment Bank Berhad, its subsidiaries (including its regional offices) and
associated companies, (“RHBIB Group”) form a diversified financial group,
undertaking various investment banking activities which include, amongst others,
underwriting, securities trading, market making and corporate finance advisory.

As a result of the same, in the ordinary course of its business, any member of the
RHBIB Group, may, from time to time, have business relationships with, 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 perform and/or solicit investment, advisory
or other services from any of the subject company(ies) covered in this research report.

While the RHBIB Group will ensure that there are sufficient information barriers and
internal controls in place where necessary, to prevent/manage any conflicts of interest
to ensure the independence of this report, investors should also be aware that such
conflict of interest may exist in view of the investment banking activities undertaken by
the RHBIB Group as mentioned above and should exercise their own judgement
before making any investment decisions.

In Singapore, investment research activities are conducted under RHB Bank Berhad
(through its Singapore branch), and the disclaimers above similarly apply.

Malaysia

Save as disclosed in the following link RHB Research Conflict Disclosures - Sep 2023

and to the best of our knowledge, RHBIB hereby declares that:

1. RHBIB does not have a financial interest in the securities or other capital market
products of the subject company(ies) covered in this report.

2. RHBIB is not a market maker in the securities or capital market products of the
subject company(ies) covered in this report.

3. None of RHBIB’s staff or associated person serve as a director or board member*
of the subject company(ies) covered in this report
*For the avoidance of doubt, the confirmation is only limited to the staff of research
department

4. RHBIB did not receive compensation for investment banking or corporate finance
services from the subject company in the past 12 months.

5. RHBIB did not receive compensation or benefit (including gift and special cost
arrangement e.g. company/issuer-sponsored and paid trip) in relation to the
production of this report.

Thailand

Save as disclosed in the following link RHB Research Conflict Disclosures - Sep 2023

and to the best of our knowledge, RHB Securities (Thailand) PCL hereby declares that:

1. RHB Securities (Thailand) PCL does not have a financial interest in the securities
or other capital market products of the subject company(ies) covered in this report.

2. RHB Securities (Thailand) PCL is not a market maker in the securities or capital
market products of the subject company(ies) covered in this report.

3. None of RHB Securities (Thailand) PCL'’s staff or associated person serve as a
director or board member* of the subject company(ies) covered in this report

1. *For the avoidance of doubt, the confirmation is only limited to the staff of research
department

4. RHB Securities (Thailand) PCL did not receive compensation for investment
banking or corporate finance services from the subject company in the past 12
months.

5. RHB Securities (Thailand) PCL did not receive compensation or benefit (including
gift and special cost arrangement e.g. company/issuer-sponsored and paid trip) in
relation to the production of this report.

Indonesia

Save as disclosed in the following link RHB Research Conflict Disclosures - Sep 2023

and to the best of our knowledge, PT RHB Sekuritas Indonesia hereby declares that:

1. PT RHB Sekuritas Indonesia and its investment analysts, does not have any
interest in the securities of the subject company(ies) covered in this report.

For the avoidance of doubt, interest in securities include the following:

a) Holding directly or indirectly, individually or jointly own/hold securities or
entitled for dividends, interest or proceeds from the sale or exercise of the
subject company’s securities covered in this report*;

b) Being bound by an agreement to purchase securities or has the right to
transfer the securities or has the right to pre subscribe the securities*.

c) Being bound or required to buy the remaining securities that are not
subscribed/placed out pursuant to an Initial Public Offering*.

d) Managing or jointly with other parties managing such parties as referred to in
(a), (b) or (c) above.

2. PT RHB Sekuritas Indonesia is not a market maker in the securities or capital
market products of the subject company(ies) covered in this report.

3. None of PT RHB Sekuritas Indonesia’s staff** or associated person serve as a
director or board member* of the subject company(ies) covered in this report.

4. PT RHB Sekuritas Indonesia did not receive compensation for investment banking
or corporate finance services from the subject company in the past 12 months.

5. PT RHB Sekuritas Indonesia** did not receive compensation or benefit (including
gift and special cost arrangement e.g. company/issuer-sponsored and paid trip) in
relation to the production of this report:

Notes:

*The overall disclosure is limited to information pertaining to PT RHB Sekuritas

Indonesia only.

**The disclosure is limited to Research staff of PT RHB Sekuritas Indonesia only.

Singapore

Save as disclosed in the following link RHB Research Conflict Disclosures - Sep 2023

and to the best of our knowledge, the Singapore Research department of RHB Bank

Berhad (through its Singapore branch) hereby declares that:

1. RHB Bank Berhad, its subsidiaries and/or associated companies do not make a
market in any issuer covered by the Singapore research analysts in this report.

2. RHB Bank Berhad, its subsidiaries and/or its associated companies and its
analysts do not have a financial interest (including a shareholding of 1% or more)
in the issuer covered by the Singapore research analysts in this report.

3. RHB Bank Berhad’s Singapore research staff or connected persons do not serve
on the board or trustee positions of the issuer covered by the Singapore research
analysts in this report.

4. RHB Bank Berhad, its subsidiaries and/or its associated companies do not have
and have not within the last 12 months had any corporate finance advisory
relationship with the issuer covered by the Singapore research analysts in this
report or any other relationship that may create a potential conflict of interest.

5. RHB Bank Berhad’'s Singapore research analysts, or person associated or
connected to it do not have any interest in the acquisition or disposal of, the
securities, specified securities based derivatives contracts or units in a collective
investment scheme covered by the Singapore research analysts in this report.

6. RHB Bank Berhad’s Singapore research analysts do not receive any
compensation or benefit in connection with the production of this research report
or recommendation on the issuer covered by the Singapore research analysts.

Analyst Certification

The analyst(s) who prepared this report, and their associates hereby, certify that:

(1) they do not have any financial interest in the securities or other capital market
products of the subject companies mentioned in this report, except for:

[ Analyst [ Company |
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(2) no part of his or her compensation was, is or will be directly or indirectly related to
the specific recommendations or views expressed in this report.
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