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Youfoodz Holdings (YFZ)

Prospectus forecasts reaffirmed

2Q21 update: No surprises, on track vs Prospectus forecast

YFZ has delivered a positive 2Q21 update, with revenue in line with our expectations
and on track vs FY21 Prospectus forecasts. The key highlights of the update include:

B2C underpins strong revenue growth: 2Q21 gross revenue of $50.6m was up
+26.8% vs pcp. Net revenue (after terms & discounts) of $36.7m was up +25.4%
vs pcp. Growth was underpinned by B2C (gross revenue +50.6%) partially offset
by B2B (gross revenue -2.5%). B2C growth driven by 49.8% increase in active
customers, while B2B continued to be impacted by reduced foot traffic due to
COVID. The 2Q21 update translates into 1H21 gross revenue of $100m (+16.5%
vs pcp) and net revenue of $73.6m (+15.6% vs pcp), which are in line vs BPe.

Growth initiatives progressing to plan: A range of operational/growth initiatives
were achieved during the quarter, including: 1) launch of next day deliver in NSW
“resulting in a material uplift in order volumes for the period following launch”; 2)
launch of the Youfoodz Subscription Service on Mobile App; 3) progress in the
B2B channel including expansion of menu range with an existing supermarket
customer & roll-out of meal offering to a new convenience store customer (adding
~700 stores during the period); and 4) an initial order to, and ongoing discussions
with, an airline customer around expanding menu range, and the launch of an
airline frequent flyer partnership scheduled for 3Q21. Also, the development of
the new manufacturing facility is progressing as planned. YFZ has selected a
preferred site and is in the process of selecting an external project manager.

Reaffirms FY21 Prospectus forecasts: YFZ noted early results in 2H21 indicate
the “momentum is continuing”. The company stated it “remains confident of
achieving, and reaffirms, its FY21 Prospectus forecasts.”

Earnings changes & Investment View: Retain Buy, PT $1.50

With the update in line with our expectations & FY21 Prospectus forecasts reaffirmed,
there is no change to our forecasts and our price target remains unchanged at $1.50.
Underpinned by favourable industry trends, levers at hand to grow market share (as
noted above), and backed by a strong balance sheet (net cash ~$35m), we believe
YFZ is well positioned to achieved continued growth and retain our Buy rating.

Earnings Forecast

Jun Year end

2020a 2021e 2022e 2023e

Net Sales (A$m) 127.3 149.9 168.6 189.5
EBITDA (A$m) 2.7) 29 3.7 8.8
NPAT (reported) (A$m) (6.5) 0.8) (2.3) 0.2
NPAT (underlying) (A$m) (9.5) (4.3) (2.3) 0.2
EPS underlying (cps) (7.1) (3.2) 1.7) 0.1
EPS underlying growth (%) nl/a n/a n/a nla
PER (on underlying EPS) (x) n/a n/a n/a n/a
EV/Sales (x) 1.0 0.8 0.7 0.7
EV/EBITDA (x) n/a 424 33.2 14.1

Dividend (¢ps)
Yield (%) 0.0% 0.0% 0.0% 0.0%
Franking (%)

SOURCE-IRESS

SOURCE: BELL POTTER SECURITIES ESTIMATES

BELL POTTER SECURITIES LIMITED
ACN 25006390 7721
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DISCLAIMER:

THIS REPORT MUST BE READ WITH THE DISCLAIMER ON PAGE 4 THAT FORMS PART OF IT.
DISCLOSURE: BELL POTTER SECURITIES ACTED AS JOINT LEAD MANAGER AND
UNDERWRITER TO YFZ'S IPO IN DECEMBER 2020 AND RECEIVED FEES FOR THAT SERVICE.
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Youfoodz Holdings

Company Description

Youfoodz Holdings (YFZ) specialises in the production and distribution of high quality and
affordable fresh, ready-made meals and other convenience food products for residential
(home delivery), retail and corporate customers. YFZ’s products are marketed & distributed
through an omni-channel sales model to a database of >850,000 home delivery customers
via a direct-to-consumer offering (B2C) & a business-to-business offering to supermarkets,
independent grocers, petrol and convenience, corporate and gov’t customers (B2B). YFZ
operates three production facilities in Brishane and has developed a scalable, proprietary
manufacturing technology system to optimise production and supply-chain management.

Investment Strategy

We rate YFZ Buy with a PT of $1.50. YFZ's growth strategy encompasses: 1) investment
in subscription model to support customer retention and improve B2C unit economics; 2)
refinement of loyalty programs to also drive customer retention/repeat purchases; 3) new
menu additions; 4) increasing next day delivery capabilities to new regions; 5) continue to
build new B2B customer relationships including expansion into new B2B verticals; and 6)
potential strategic acquisitions. Furthermore, over the medium/long-term, there is scope for
YFZ to expand into new geographies such as New Zealand (likely initial focus) & the USA.

Valuation

Our blended 12-month price target is $1.50. Our DCF is $1.44 (WACC of 11.1%) while our
EV/sales is $1.56. We take a simple average to derive our price target.

Risk to Investment Thesis
Key risks to our investment thesis include (but are not limited to):

e COVID-19: The substantial impact of COVID-19 on the global & domestic economies is
creating volatility& uncertainty in global share markets. Forecasts in the report may be
subject to significant changes if this situation continues for an extended period of time.

e Competition: The ready-made meal market is competitive and there is a risk YFZ may
lose market share to its competitors and/or place pressure on sales and margins.

e Customer contracts: YFZ distributes its products to retailers, some of which operate
without written agreements. Risk customers may cease purchasing product from YFZ.

e Supply chain: Risk that an operational issue occurs along the supply chain that could
impact YFZ's ability to produce and deliver its meals at the desired level of quality,
efficiency, and with the ingredients needed for each ready-made meal.

e Quality of ingredients supplied: Conditions not favourable for food production and
farming may impact a supplier’s ability to supply ingredients at required quality or at all.

e Proposed new purpose-built facility: Risk regulatory approval/required applications
could be refused or delayed. Construction works may also be subject to cost overruns.

e Brand reputation & value: YFZ’'s branding & reputation could be adversely impacted
by a number of factors. This in turn could have an adverse impact on customer loyalty
and retention, the rate of new customer acquisition and relationships with suppliers.

e Food cost volatility: The cost of YFZ's inputs and operations may increase as a result
of external factors. Also, prices of produce fluctuates depending on general conditions,
season and demand, and there is a risk that certain produce will become scarce.
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Youfoodz Holdings
as at 27 January 2021

Table 1 - Financial summary

Jun Year end 2018 2019 2020 2021e 2022e 2023e Price $1.155
Profit & Loss (A$m) Recommendation Buy
Gross sales revenue 1532 2114 1715 199.8 224.8 252.6 Diluted issued capital (m) 134.6
... Change 38.0%  -189% 16.5% 12.5% 12.4% Market cap ($m) 155.5
Net sales revenue 1233 156.6 1213 149.9 168.6 189.5 Target Price (A$ps) $ 150
... Change 210%  -18.7% 17.8% 12.4% 12.4%
EBITDA (11.7) (27.2) 27 29 37 88 Jun Year end 2018 2019 2020 2021e 2022 2023
.. Change
Deprec. & amort. (1.6) (2.0) (3.9 (4.8) (6.0) (8.6) Underlying EPS (¢ps) - - (7.1) (3.2) (17) 0.1
EBIT (13.3) (29.2) (6.6) (1.9) (2.3) 0.2 ... % change - - nla nla nla nla
Net Interest (0.4) (3.6) (3.0) (2.5) 0.0 (0.0) PE (on underlying EPS) (x) - - nla nla nla nla
Pre-tax profit (13.7) (32.8) (96) (44) (23) 0.2 EV/EBITDA (x) - - nfa 424 332 141
Tax expense (1.0) (1.4) 0.1 0.1 - - EVIEBIT (x) - - (18.7) (66.2) (544) 6521
... taxrate 1% -4% 1% 3% 0% 0% EV/Sales (x) 10 08 10 08 0.7 07
Associates - - - - -
Minorities/Prefs - - - - - - NTA ($ps) - - 0.18 0.17 0.14 0.14
Underlying Net Profit (14.7) (34.2) (95) (43 (23 02 PINTA (X) - - 6.48 6.98 813 8.46
... Change nla  1327%  -721%  -554%  -47.0%  -107.3% Book Value ($ps) - - 021 0.20 017 0.17
Abs. & extras. (2.4) (0.4) 30 35 . - Price/Book (x) - - 553 5.90 6.70 6.92
Reported Profit (17.) (34.6) (65 (08) (23) 0.2
DPS (¢ps) - - - - - -

Cashflow (A$m) ... % pay-out 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
EBITDA - (27.2) @27 29 37 88 Yield (%) 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Working capital changes . - 143 (5.2) (3.0) (0.2) Franking (%) - - . . - .
Net Interest Expense . - - (2.5) 0.0 (0.0)
Tax T :
Other operating items 151 446 (29.7) 0.1 0.0 0.0 Gross revenue growth (%) - B0%  -189% 16.5% 125%  12.4%
Operating Cash Flow 8.1 33 (21.1) (4.7) 0.7 8.6 Net revenue growth (%) - 21.0%  -187% 17.8% 124%  124%
Capex (4.2) (3.1) (24) (3.0) (3.0) (3.3 EBITDA growth (%) - na nla nla 27.6%  135.0%
Free Cash Flow 39 02 (235) 17 22 5.2 EBITDA/et sales margin (%) 95%  -17.4% -21% 2.0% 2.2% 4.6%
Acquisitions/Growth Capex . - - (15.0) EBIT/net sales margin (%) -108%  -18.6% -5.2% -1.3% -14% 0.1%
Disposals . - - . . -
Payment of leases - - (24) (24) (25) (2.6) Gross cash conversion (%) - - 6704%  -74.6% 192%  97.6%
Dividends paid - - - - - - Free cash-flow yield (%) - - -15.1% -4.9% -1.4% 3.4%
Other investing items - - - 35 ROE (%) - - -340%  -155% -9.1% 0.7%
Equity 08 08 24.6 - - - ROIC (%) - - -48.5% 20%  -36.8% 1.2%
Core debt increase/(reduction) (0.2) 25 03 6.6 19.7 (2.7) Capex/Depn (x) - - 11 10 0.7 05
Balance Sheet (A$m) Net interest cover (x) - - nla nla 85.5 72
Cash - - 40.2 291 9.2 118 Core Net Debt/EBITDA (x) - - nfa nla nla nfa
Receivables - - 6.2 98 152 175 Net debt/equity (%) - - -1107%  -923%  -192%  -31.0%
Inventories & WIP - - 45 8.1 9.1 10.7 Net debt/net debt + equity (%) - - nla nfa nfa nla
Other current assets - - 1.0 10 10 10
Current Assets - - 519 48.0 345 41.0
Receivables - - - -
Assoc & investments - - - - - -
Fixed Assets (PP&E) - - 10.0 99 236 201
Right-of-use Assets - - - - - -
Intangibles - - 41 41 41 41
Other non-curr assets - - - - - -
Non Current Assets - - 14.1 14.0 21.7 24.2
Total Assets - - 66.0 62.0 62.2 652
Short term debt - - 32 32 32 32
Creditors - - 250 210 304 341
Provisions - - 18 18 18 18
Other curr liabilities - - 35 35 35 36
Current Liabilities - - 334 355 388 42.6
LT deb (incl. leases) - - 44 - - -
Creditors - - - - - -
Provisions - - 01 02 02 02
Other non curr liahilities - - - - - -
Non Current Liabilities - - 45 02 02 0.2
Total Liabilities - - 379 35.6 39.0 428
Net Assets - - 28.1 264 232 225
Share Capital - - 89.0 89.0 89.0 89.0
Reserves - - - - - -
Retained Earnings - - (60.9) (62.6) (65.8) (66.5)
Shareholders Equity - - 28.1 264 232 225
Qutside Equity Interests - - - - - -
Total Equity - - 281 264 232 25
Core Net debt/(cash) $m (37.0) (304 (10.7) (13.3)
Net debt/(cash) [incl. leases] $m (311) (24.3) (45) (7.0)

SOURCE: BELL POTTER SECURITIES ESTIMATES
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Research Team

Staff Member Title/Sector Phone @bellpotter.com.au
Expect >15% total return on a TS Lim Joint Head of Research/Banks 612 8224 2810 tslim
12 month view. For stocks regarded Chris Savage Joint Head of Research/Industrials 612 8224 2835 csavage
as ‘Speculative’ a return of >30% is Analysts
expected. Lafitani Sotiriou Diversified Financials/Fintech 613 9235 1668 Isotiriou
Expect total return between -5% John Hester Healthcare 612 8224 2871 jhester
and 15% on a 12 month view Tanushree Jain Healthcare 612 8224 2849 tnjain
Elyse Shapiro Healthcare 613 9235 1877 eshapiro
Expect <-5% total return on a Steven Anastasiou Industrials 613 9235 1952 sanastasiou
12 month view James Filius Industrials 61392351612 jiilus
Speculative Investments are either start-up Sam Haddad Industrials 612 8224 2819 shaddad
enterprises with nil or only prospective Alex McLean Industrials 612 8224 2886 amclean
operations or recently commenced Hamish Murray Industrials 613 9235 1813 hmurray
operations with only forecast cash flows, or Jonathan Snape Industrials 613 9235 1601 jsnape
companies that have commenced Damien Williamson Industrials 613 9235 1958 dwilliamson
operations or have been in operation for Peter Arden Resources 613 9235 1833 parden
some time but have only forecast cash David Coates Resources 612 8224 2887 dcoates
flows and/or a stressed balance sheet. Stuart Howe Resources 613 9235 1856 showe
Associate
Such investments may carry an Joseph House Associate Analyst 613 9235 1624 jhouse
exceptionally high level of capital risk and Sam Brandwood Associate Analyst 612 8224 2850 sbrandwood

volatility of returns.
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The following may affect your legal rights. Important Disclaimer:

This document is a private communication to clients and is not intended for public circulation or for the use of any third party, without the prior approval of Bell Potter Securities
Limited. In the USA and the UK this research is only for institutional investors. It is not for release, publication or distribution in whole or in part to any persons in the two specified
countries. In Hong Kong, this research is being distributed by Bell Potter Securities (HK) Limited which is licensed and regulated by the Securities and Futures Commission, Hong
Kong. In the United States, this research is issued and distributed by Bell Potter Securities (US) LLC which is a registered broker-dealer and member of FINRA. Any person
receiving this report from Bell Potter Securities (US) LLC and wishing to transact in any security described herein should do so with Bell Potter Securities (US) LLC.

This is general investment advice only and does not constitute personal advice to any person. Because this document has been prepared without consideration of any specific
client’s financial situation, particular needs and investment objectives (‘relevant personal circumstances’), a Bell Potter Securities Limited investment adviser (or the financial services
licensee, or the representative of such licensee, who has provided you with this report by arrangement with Bell Potter Securities Limited) should be made aware of your relevant
personal circumstances and consulted before any investment decision is made on the basis of this document.

While this document is based on information from sources which are considered reliable, Bell Potter Securities Limited has not verified independently the information contained in
the document and Bell Potter Securities Limited and its directors, employees and consultants do not represent, warrant or guarantee, expressly or impliedly, that the information
contained in this document is complete or accurate. Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views opinions, or recommendations
contained in this document or for correcting any error or omission which may become apparent after the document has been issued.

Except insofar as liability under any statute cannot be excluded. Bell Potter Securities Limited and its directors, employees and consultants do not accept any liability (whether
arising in contract, in tort or negligence or otherwise) for any error or omission in this document or for any resulting loss or damage (whether direct, indirect, consequential or
otherwise) suffered by the recipient of this document or any other person.

Research Policies:
For Bell Potter's Research Coverage Decision Making Process and Research Independence Palicy, please refer to our company website:

https://bellpotter.com.au/research-independence-policy/
Disclosure of interest:

Bell Potter Securities Limited, its employees, consultants and its associates within the meaning of Chapter 7 of the Corporations Law may receive commissions, underwriting and
management fees from transactions involving securities referred to in this document (which its representatives may directly share) and may from time to time hold interests in the
securities referred to in this document.

Disclosure: Bell Potter Securities acted as joint lead manager and underwriter to YFZ's IPO in December 2020 and received fees for that service.

ANALYST CERTIFICATION

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each security or issuer that the analyst covered in
this report: (1) all of the views expressed accurately reflect his or her personal views about those securities or issuers and were prepared in an independent manner and (2) no part
of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by that research analyst in the research report.
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