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SMALL/MID CAP HIGHLIGHTS

Yangzijiang Financial Holding (YZJFH SP)
Undervalued Gem Carved Out With Strong Catalyst From Share Buyback

YZJFH is trading at an attractive level and valuation, at around 25% below its first day
IPO opening price and about 50% discount to its book value of $$1.08. Having S$4.2b of
debt investments, YZJFH had a solid earnings track record of S$321m-345m in 2019-21,
implying a PE ratio of about 6x and dividend yield of above 6%. Based on YZJFH’s
historical mean P/B of 0.84x pre-split, this implies an intrinsic value of $$0.91. YZJFH’s
P/B is trading at a large discount vs peers. Catalyst: Share buyback.

¢ Solid track record of 9-15% pre-tax ROA since 2011. Yangzijiang Financial Holding’s
(YZJFH) primary business consists of its debt investment business which invests excess
cash into short-term loans and fixed interest debt instruments, generating recurring income.
From 2011-21, YZJFH’s investment business has generated an impressive return track
record of 9-15% pre-tax ROA. After the restructuring, YZJFH has plans to recycle its
investment principal from matured loans into its investments management business. Around
95% of YZJFH's S$3.9b in debt investments is expected to mature by end-22. YZJFH has
completed the acquisition of a CMS-licensed fund named GEM Asset Management (GEM) in
Singapore, which has provided investment management and advisory services for US$2.4b
of assets since establishment. Also, YZJFH intends to set up and provide fund/wealth
management services to third-party investors.

Strong sign of confidence from share buyback and insider purchases. YZJFH held an
extraordinary general meeting on 8 Jun 22 and successfully obtained shareholders’ approval
for a share buyback mandate. The proposed mandate would authorise YZJFH to purchase
shares of up to 10% of its own issued ordinary share capital. The rationale for the share
buyback is to give management the flexibility to increase shareholder value and improve the
return on equity when appropriate. As YZJFH is trading at a huge discount to book value, the
start of an aggressive share buyback after 8 Jun 22 could be a key catalyst for YZJFH. In
addition, YZJFH’'s CEO and its independent directors have acquired a total of 1.7m shares at
an average price of S$0.57/share in May 22, indicating their confidence in the company.

o Attractive valuation with huge upside potential vs historical and peers’ valuations.
With zero debt and about S$4.2b of cash and short-term investments, YZJFH is trading at an
attractive valuation of 0.5x 2021 P/B. Strong operating cash flows from its debt investments
business would support YZJFH's proposed dividend policy of at least 40% of net profit after
tax, implying a 2022F dividend yield of above 6% (assuming 40% dividend payout from the
lowest net profit achieved in the last three years of S$321m). Based on the historical P/B
band of 0.5-1.2x of YZJFH pre-split, this implies a valuation of $$0.50-1.29. On the other
hand, YZJFH’s 0.5x 2021 P/B is at a deep discount compared with the peers’ valuation of
0.5-2.1x 2021 P/B (excluding outliers).

KEY FINANCIALS

Year to 31 Dec (S$m) 2019 2020 2021
Net turnover 457.2 495.2 384.8
EBITDA 403.8 360.2 372.8
Operating profit 403.8 359.7 371.9
Net profit (rep./act.) 344.6 3211 327.2
Net profit (adj.) 344.6 3211 327.2
EPS 8.7 8.1 8.3
PE (x) 5.4 5.8 5.7
P/B (x) 0.5 0.4 0.4
EV/EBITDA (x) 3.0 34 3.3
Dividend yield (%) 0.0 0.0 0.0
Net margin (%) 75.4 64.8 85.0
Net debt/(cash) to equity (%) (4.4) (0.6) (0.4)
Interest cover (x) n.a. n.a. n.a.
ROE (%) 9.8 7.8 7.3

Source: YZJFH, Bloomberg, UOB Kay Hian

NOT RATED

Share Price S$0.525
Target Price n.a.
Upside n.a.

COMPANY DESCRIPTION

Yangzijiang Financial Holding Ltd operates
as an investment holding company. The
Company serves customers in Singapore.
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Targeting to grow in new markets and sectors. YZJFH has identified Singapore as its SEGMENTAL BREAKDOWN

secondary core market, aiming to extend its investment footprint abroad via joint
investments, a newly-established offshore investment business and the completed GEM
acquisition. With its current investments portfolio solely focused in China, YZJFH expects a | ! |
50:50 split between China and Singapore as about S$2b of capital gets deployed from its DebtImestmant vesment Fond  Weath
core debt investment business. By the end of 2022, YZJFH would deploy around S$1b of - L L
capital in Singapore, which will be split evenly between the investments management Jﬁ [ | | [ | |
business and the fund/wealth management business. YZJFH has plans to diversify into new ' st Tl Fid Find Het
asset classes such as private debt, mezzanine financing and REITs, diversifying away from  Heeses RS b s ot g
its concentration in fund investments. Some sectors and themes earmarked for investment e T
include late-stage companies, ESG, new economy and real-estate such as data centres and ’m;‘f Foway m::“ QeGHe m: h::d
. . P P VL o e et
purpose-built student accommodation. PO L st L [ LE R gl Feiyani
g P s ik various Patynd lnds amily ofice
GOOD EARNINGS TRACK RECORD OF ABOVE S$320M IN 2019-21 sy =
Year to 31 Dec (S$m) 2019 2020 2021 ey i Bl b
Total Income 457.2 495.2 384.8
PATMI 344.6 3211 3272 e SGAme %
Revenue Source: YZJFH, UOB Kay Hian
Year to 31 Dec (S$m) 2019 % 2020 % 2021 %
Interest Income 426.1 93.2 4155 83.9 368.7 95.8 SOLID TRACK RECORD OF 9-15% PRE-TAX ROA
Non-Interest Income 311 6.8 79.7 16.1 16.2 4.2 20}000
- Dividend Income 274 6.0 141 2.8 78.4 204
- Fair value changes on 3.7 08 65.1 132 (62.8) (16.3) 174 139
financial assets, at FVTPL 15 000 L)) 6% I 15
- Other Income - - 05 01 6.17 0.2 11 3% N 9%
Total Income 457.2 100.0 495.2 100.0 384.8 100.0 gg@g | uw g
Source: YZJFH, Bloomberg, UOB Kay Hian M% 104%
« Debt investments generated recurring income with solid track record. Accounting for 5 5%
84-95% of YZJFH's overall revenue, interest income from YZJFH's core debt investments
segment has historically been the main contributor of revenue. 2021 interest income posted []%

an 11.3% yoy decrease largely due to lower debt investments made during that year.
However, after the restructuring, YZJFH is expected to funnel capital from maturing loans in
2022 to the investment management and funds/wealth management segments, generating

011 2012 2013 2014 2015 2016 2007 2018 2

I
longer-term and recurring revenue. As of end-21, debt investments made up 70% of YZJFH’s -NAV'RMB mﬂ} +R0A
net tangible assets which the groups plans to pare down to below 50% and 30% at end-  Source: YZJFH, UOB Kay Hian
22/23 respectively. BREAKDOWN OF BORROWERS AS AT END-21
STRONG BALANCE SHEET CONSISTING OF CASH AND DEBT INVESTMENTS
2019 2020 2021
S5'000 S5'000 55000

ASSETS
Current assets \
Cash and cash eguivalents 155,168 25,863 18,374 [
Financial assets, at FVTPL 52,9409 80,504 77,881 1%
Debt investments {at amortised costs) 2,034,763 2748777 2,350,868 3%
Trade and other receivables 125,308 440,244 25,037

2 367,621 3,205 478 3,481,160 37%
Non-current assets
Financial assets, at FVTPL ig0,122 454 556 427 545 = Services = \Wholesale/retail
Debt investments (at amortised cosis) 753,023 620 040 154,727 m Real estate Infrastructure
Trade and other receivablas 3,528 64,240 10,182 Manufacturing u Others
Investmants in associated companies 261,853 234 322 227,050 "

S - YZJFH, UOB Kay Hi

Investmant properties — 24 2841 24 535 ource ' ay Hian
Property, plant and equipmant 1,366 2,008 2,078
Deferred income tax assets 43,205 76,6504 T2.629

1,252,007 1,546,100 918,748
Total assets 3,620,618 4 841 578 4,300 008
Total llabllities 92,704 160,686 151,106
MET ASSETS 3,527,017 4,671,802 4,248 200

Source: YZJFH, UOB Kay Hian
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Strong balance sheet consisting mostly of short-term debt investments. YZJFH has a COLLATERAL COVERAGE RATIO
strong balance sheet with net asset value of S$4.2b, consisting mostly of short-term debt

investments at amortised cost (S$3.5b). As of 2021, the borrowers of YZJFH's debt 3
investments are from diverse industries including manufacturing (37%), real estate (24%), 14 3‘5#&%&“““"'
services (15%) and wholesale/retail (10%). To safeguard YZJFH’s interest in the event of el ‘___"___,af__;:-"-*-"“—"‘"__'_ﬂ
default, it has obtained collaterals from the end-borrowers through third-party financial = B

institutions for the majority of the loans. Such collaterals are project specific and cannot be 22%“ ‘%%%. e "

used for any other purpose. As such, YZJFH is the ultimate beneficiary of the collaterals. i ‘s

Debt investments with collaterals have loan-to-value of an average of 46.09% from their e

—t
borrowers (implying collateral coverage ratio of 1.96x). :

10 10

Investment management. Shifting away from its core debt business, YZJFH seeks to

achieve capital appreciation and investment income from both public and private markets. 4t 3l Sl Ol HHedl S Dedt
This includes investing across a broad spectrum of assets such as funds, growth equity, Land =Shares — Others = Other - Govi-elated —Receivables = Vessels
mezzanine financing, private investment in public equity deal and real estate. Besides Source: YZJFH, UOB Kay Hian

Singapore, YZJFH also aims to diversify its portfolio away to the Asia Pacific emerging

markets and global developed markets. As of end-21, the segment consists of twelve fund

investments managed by 12 general partners in China, with deployed capital of around

Rmb4.6b.
10-YEAR P/B BAND PRE-SPLIT
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Source: Bloomberg, UOB Kay Hian
PEER COMPARISON
Trading  Price @ Market PE P/B ROE Yield Net
Company Ticker Curr 8-Jun-22 Cap 2021 2022 2023 2021 2022 2023 2021 2022 2023 2021 2022 2023 Gearing
(Icy) oy) (USSm) (¥ () (0 K X)) %) ) k) (%) (%) (%) (%)
YZJ Financial YZJFH SP SGD 0.525 1,517 57 92 61 05 05 05 104 51 74 00 42 65 (0.6)
Investment Managers in Asia
Hotung Investm HIH SP SGD 1.93 134 64 na. na 06 na na 100 na na 96 na na (16.9)
Value Partners 806 HK HKD 3.09 725 128 129 84 11 10 10 86 84 119 25 30 48 (29.2)
Average 96 129 84 09 10 10 93 84 119 61 30 48 (23.1)
Investment Managers in US
Blackstone BX US usb 11983 143421 147 209 190 153 78 72 729 487 528 30 41 44 21.7
Brookfield Asset BAM US usb 50.98 83639 213 175 158 19 18 17 103 63 68 11 11 32 1304
Kkr & Co KKR US usb 56.95 48968 73 134 118 21 19 16 319 143 133 10 11 12 82.4
Apollo Global APO US usb 59.08 33939 81 103 87 46 66 05 8.1 526 363 32 27 29 (22.0)
Victory Capital VCTR US usb 21.35 1,876 67 56 53 20 15 14 340 335 388 19 37 40 105.7
Average 116 135 121 52 39 25 468 311 296 20 25 32 64.8

Investment Managers in Europe & UK

Tikehau Capital TKO FP EUR 211 39% 102 170 123 12 12 12 109 80 103 47 29 35 94

Gimv Nv GIMB BB EUR 55.4 1,578 84 na na 10 na na 130 na na 47 46 46 .7
Molten Ventures GROW LN GBp 504.5 970 26 32 22 05 04 04 229 192 173 na na na (15.3)
Average 71 101 73 09 08 08 156 136 138 47 37 40 (2.5)

Source: Bloomberg, UOB Kay Hian
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PROFIT & LOSS

Year to 31 Dec (S$m)

Net turnover

EBITDA

Deprec. & amort.

EBIT

Total other non-operating income
Associate contributions

Net interest income/(expense)
Pre-tax profit

Tax

Minorities

Net profit

Net profit (adj.)

CASH FLOW

Year to 31 Dec (S$m)
Operating

Profit fo the year

Tax

Deprec. & amort.
Associates

Working capital changes
Non-cash items

Other operating cashflows
Investing

Capex (growth)
Investment

Others

Financing

Dividend payments
Proceeds from borrowings
Loan repayment
Othersfinterest paid

Net cash inflow (outflow)
Beginning cash & cash equivalent
Changes due to forex impact

Ending cash & cash equivalent

2019
457.2
4038
0.1
4038
0.0
223
0.0
426.0
(81.4)
0.0
344.6
344.6

2019
518.2
344.6
(81.4)

0.1
(22.3)
1913

0.0

859
54.1
0.0
41
50.0

(437.8)

0.0

0.0

0.0

(437.8)

1345
24.4
3.8)

155.2

2020
495.2
360.2
05
359.7
0.0
31.0
0.0
390.7
(69.6)
0.0
3211
3211

2020
(611.7)
3211
(69.6)
05
(31.0)
(831.0)
0.0
(16
(129.0
(14
(212.4)
84.8
605.8
0.0
0.0
0.0
605.8
(134.9)
155.2
56
259

2021
384.8
372.8
0.9
371.9
(0.0)
553
0.0
4272
(99.9)
0.0
327.2
327.2

2021
801.1
3272
(99.9)

0.9
(55.3)
518.4

0.0
109.7
1414

0.0

(9.8)
1512

(948.6)

(163.5)

0.0

0.0

(785.0)

(6.1)
259
(1.4)
18.4

BALANCE SHEET
Year to 31 Dec (S$m)
Fixed assets

Other LT assets
Cash/ST investment
Other current assets
Total assets

ST debt

Other current liabilities
LT debt

Other LT liabilities
Shareholders' equity
Minority interest

Total liabilities & equity

KEY METRICS
Year to 31 Dec (%)

Profitability
EBITDA margin
Pre-tax margin
Net margin
ROA

ROE

Growth
Turnover
EBITDA
Pre-tax profit
Net profit

Net profit (adj.)
EPS

Leverage

Debt to total capital
Debt to equity

Net debt/(cash) to equity

Interest cover (x)

2019
14
1,251.6
155.2
2,212.5
3,620.6
0.0
713
0.0
214
3,527.9
0.0
3,620.6

2019

88.3
93.2
75.4
9.5
9.8

n.a.
n.a.
n.a.
n.a.
na.

na.

00
00
(4.4)

n.a.

2020
2.1
1,544.0
25.9
3,269.6
4,841.6
0.0
117.9
0.0
51.8
4,671.9
0.0
4,841.6

2020

72.7
78.9
64.8
7.6
7.8

0.0
(0.6)

n.a.

2021
21
916.7
18.4
3,462.8
4,399.9
0.0
68.3
0.0
82.8
4,248.8
0.0
4,399.9

2021

96.9
111.0
85.0
7.1
7.3

(22.3)
35
9.3
1.9
1.9
1.9

00
0.0
0.4)

n.a.
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH'’s business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(ii) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2022, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com
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