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• Surviving the pandemic. FY2021’s revenue declined 25% 
YoY to S$51mn from S$68.4mn in FY2020. Despite the 
weaker top line, net profit rose 256% YoY to S$3.6mn, 
from S$1.0mn in FY2020. The increase in profit was 
attributable to other income rising to S$10.9mn from 
S$606k in the prior year due to government grants and 
rental concessions given to businesses in light of Covid.  

• Never giving up. JFOODS operated 50 restaurants in 
Singapore as of end-March 2021, a decline from 59 as of 
end-March 2020. This drop was mainly due to the impact 
of Covid-19, in which the dip in dine-ins caused many 
restaurants to close. The break of dawn brings new 
opportunities, which the group has taken advantage of to 
expand into areas such as Halal-certified restaurants.  

• Upgrade to OUTPERFORM and higher TP of S$0.65. For 
many who survived, we expect them to thrive. JFOODS is 
in a favourable position to grow and expand its market 
share given its flexible business model. We particularly like 
its ability to rotate among its restaurant brands and 
constantly bring in new concepts, supported by its rock-
solid balance sheet. We thus upgrade to OUTPERFORM 
and raise our TP to S$0.65.  

 
Financial performance FY2021. FY2021’s revenue decreased 
25% YoY from S$68mn in FY2020 to $51mn in FY2021. This 
decline was mainly from the 49% YoY dip in 1H FY21’s revenue 
due to the Covid-19 pandemic, which started in 1Q2020 and 
escalated in April 2020. The government implemented circuit 
breaker measures, resulting in a significant dip in dine-in sales 
as only takeaways were allowed.  

Recovery from the depths. When Singapore implemented the 
circuit breaker last year, JFOODS only operated 13 restaurants 
catering to takeaways, which increased to 30 restaurants in 
May 2020. As Covid-19 restrictions started to ease in June 
2020 and December 2020, where a maximum of 5 pax and 8 
pax were allowed for dine-ins, respectively, we saw that 2H 
FY21’s sales increased by 75% on a sequential basis. Revenue 
recovered in the later part of the year to almost reach pre-
pandemic levels, with sales of S$32.4mn in 2H FY21 compared 
to S$32.3mn in 2H FY20. Gross profit margins remained 
constant despite the pandemic, ranging from 84.20% to 84.90% 
from FY2019 to FY2021. 

Figure 1: Gross profit margins trend (Semi-annual) 

 
Source: Company data, KGI Research 

Time of refreshment and a new milestone. JFOODS operated 
a total of 50 restaurants as of end-FY2021, a drop from 59 as 
of end-FY2020. There were 2 new brands opened in FY2021, 
being “Tokyo Shokudo” and “Ichiro Ramen”. The group 
continued to operate under the remaining 14 brands, of 
which, “Ajisen Ramen” (14 restaurants), “Konjiki Hototogisu” 
(8 restaurants) and “Menya Musashi” (6 restaurants) made up 
the highest number of restaurants under its portfolio. In a 
new milestone, JFOODS opened its first-ever Halal-certified 
restaurants under the “Tokyo Shokudo” brand, which we 
expect to offer high growth potential. 

Valuation & Action: We upgrade JFOODS to OUTPERFORM 
and raise our TP to S$0.65. The worst is behind, and we expect 
better days ahead. JFOOD’s business model remains resilient 
and adaptable. The group has a sizeable cash balance of 
S$23mn (33% of its current market capitalisation), supported 
by strong free cash flows averaging S$1m per quarter. JFOODS 
declared a 1.75 Sing cents final dividend for FY2021, which is 
7x higher than FY2020. This increase brings the full-year 
dividend to 2.50 Sing cents compared to 1.25 Sing cents in 
FY2020. The implied dividend yield is an attractive 5%.  

Risks: Circuit breaker or lockdowns due to rising Covid-19 
cases. Rising food costs due to inflationary pressures.  

Financials & Key Operating Statistics

YE Mar SGD mn 2020 2021 2022F 2023F 2024F

Revenue 68.4 51.0 62.8 68.5 70.5 
Gross Profit 57.8 43.2 53.3 58.2 59.9 
PATMI 1.0 3.6 2.0 4.0 5.4 
Core PATMI 1.4 (6.9) 1.9 4.0 5.3 
Core EPS (SG cents) 0.8 (4.0) 1.1 2.3 3.1 
Core EPS grth (%) 26.5 NA NA 103.9 33.6
Core P/E (x) 68.3 20.9 35.5 17.5 13.2 
DPS (SG cents) 1.3 2.5 2.0 2.2 2.3 
Div Yield (%) 3.1 5.7 4.9 5.4 5.7
Gross Margin (%) 84.4 84.7 85.0 85.0 85.0
Net Margin (%) 1.5 7.1 3.2 5.9 7.6
ROE (%) 3.2 11.2 6.1 12.7 16.3
Source: Company Data, KGI Research

Emerging stronger and primed for expansion 
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OUTPERFORM - Upgrade

Price as of 29 Jun 21 (SGD) 0.41          Performance (Absolute)

12M TP ($) 0.65          1 Month (%) 2.5

Previous TP ($) 0.46          3 Month (%) 28.6

Upside, inc div (%) 65.4          12 Month (%) -

Trading data Perf. vs STI Index (Red)

Mkt Cap ($mn) 71 Absolute (%) 1M 2.5

Issued Shares (mn) 174 Absolute (%) 3M 28.6

Vol - 3M Daily avg (mn) 0.0 Absolute (%) 12M #N/A N/A

Val - 3M Daily avg ($mn) 0.0 52 week lo $0.29

Free Float (%) 24.1% 52 week hi $0.42

Major Shareholders Previous Recommendations

Takahashi Kenichi 70.6% 18-Nov-19 N $0.46

Eugene Wong 5.5% 22-May-19 N $0.55

1-Feb-19 N $0.57
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Figure 2: Revenue per brand 

    

Source: Company data, KGI Research 

 

Figure 3: Outlets per brand 

 

Source: Company data, KGI Research 

Overseas associates. JFOODS recognised its first profitable 
quarter (2Q21) from its associate companies operating in 
Hong Kong under the “Hototogisu” brand and China operating 
under the “Menya Musashi” brand, after four consecutive 
quarterly losses. However, there were losses incurred for its 
other associate companies operating in Hong Kong and 
Indonesia under the “Menya Musashi” brand. In total, 
JFOOD’s share of profit in FY2021 was S$33k, a turnaround 
from a loss of S$0.3mn in FY2020.  
 

Figure 4: Contribution from associated companies 

 
Source: Company data, KGI Research 

 

Reinvigorating restaurant portfolio. The group debuted a 
new concept with Minor Food Group (Singapore), launching 
its first pizza restaurant, “Pizzakaya” at Vivocity in November 
2020 and opened a new outlet in JEM in December 2020. The 
restaurant serves hand-stretched Japanese-style pizza. In 
addition to “Pizzakaya”, the group has further plans to open 
more novel brands in 2021, kickstarting with “Café Kuriko”, a 
Japanese Mont Blanc speciality store that opened in February 
2021.  
 

 
 

 
 
Riding the halal trend. In Singapore’s multi-ethnic and multi-
religious society, there is a rising trend in the percentage of 
Muslims in Singapore, signalling a greater demand for halal 
food, which JFOODS is tapping on. From 2010 to 2020, the 
number of Muslims increased by 6%, the second largest 
growth in a religious group. In addition, the 2019/2020 State 
of the Global Islamic Economy report has forecasted the 
spend on halal food and beverages to reach US$1.9 trillion by 
2023, while the value of the global halal food market is 
expected to grow at a CAGR of 6.3% to reach US$1.97 trillion 
in 2024. Riding on this trend, the group has opened two new 
restaurants under the brand “Tokyo Shokudo”, the first-ever 
Halal certified concept outlet by JFOODS. The group has plans 
to open another four more halal outlets by the end of 2021, 
bringing the total number of outlets to 6. With the growing 
population in Singapore and the rise in the number of 
Muslims, we expect JFOODS’ halal arm to take off in the 
coming years and boost both the top and bottom line. 
 

Figure 5: Resident Population Aged 15 Years and Over by Religion 

 
Source: Department of Statistics, Singapore  
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First joint venture expansion into Tokyo. The group and 
Minor Food Group (Singapore) (MS) had established a joint 
venture to conduct the business of franchising and operating 
existing restaurant brands owned by the group and MS in 
Japan, Thailand and China. However, the Covid-19 pandemic 
had disrupted the progress of store openings in Japan and 
commencement of business is expected to be delayed until 
the pandemic situation has stabilised. Japan’s Covid-19 cases 
have been gradually decreasing, from a peak of 6,460 cases (7 
day average) in mid-May 2021 to 1,806 cases (7 day average) 
in mid-June 2021. Vaccination rates have also ramped up. 
Once JFOODS can operate in Japan and a new revenue stream 
is established, we foresee growth in the medium term.  
 
Industry analysis. We note that the Singapore Restaurant 
Index was stable from March 2019 to January 2020, ranging 
from 90 to 120. It was, in fact, on an upward trend. However, 
from February 2020 onwards, the index declined 34% to a low 
of around 30 in April 2020. This decline was in line with the 
government’s lockdown measures, which started in April, 
whereby only takeaways were allowed. Hence, all restaurant 
sales were affected as customers could no longer dine in.  
 
Complete recovery may still take one year at least. The index 
subsequently picked up from May 2020 onwards due to 
easing restrictions and has continued to recover steadily. 
However, comparing YoY, we see that the index for 2020 and 
2021 is still lower than pre-Covid levels in 2019. This trend is 
within our expectations as we do not expect a recovery to pre-
Covid sales for the restaurant industry as a whole due to 
uncertainties and general concerns over Covid-19, as well as 
some form of restrictions on dining in (e.g., safe distancing 
measures).  
 

Figure 6: Singapore Restaurant Index (At Constant Prices) 

 
Source: Department of Statistics, Ministry of Trade & Industry, KGI 
Research 
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KGI’s Ratings Rating Definition 

Outperform (OP) We take a positive view on the stock. The stock is expected to outperform the expected total 
return of the KGI coverage universe in the related market over a 12-month investment horizon. 

Neutral (N) We take a neutral view on the stock. The stock is expected to perform in line with the expected total 
return of the KGI coverage universe in the related market over a 12-month investment horizon. 

Underperform (U)  We take a negative view on the stock. The stock is expected to underperform the expected total return 
of the KGI coverage universe in the related market over a 12-month investment horizon 

Not Rated (NR) The stock is not rated by KGI Securities. 

Restricted (R) KGI policy and/or applicable law regulations preclude certain types of communications, including an 
investment recommendation, during the course of KGI’s engagement in an investment banking 
transaction and in certain other circumstances. 

 

Disclaimer 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. You should independently evaluate particular investments and consult an independent financial adviser before 
dealing in any securities mentioned in this report. 
 
This report is confidential. This report may not be published, circulated, reproduced or distributed and/or redistributed in 
whole or in part by any recipient of this report to any other person without the prior written consent of KGI Securities. This 
report is not intended for distribution and/or redistribution, publication to or use by any person in any jurisdiction outside 
Singapore or any other jurisdiction as KGI Securities may determine in its absolute discretion, where the distribution, 
publication or use of this report would be contrary to applicable law or would subject KGI Securities 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 KGI Securities 
to be reliable. However, KGI Securities makes no representation as to the accuracy or completeness of such sources or the 
Information and KGI Securities accepts no liability whatsoever for any loss or damage arising from the use of or reliance on 
the Information.  KGI Securities and its connected persons may have issued other reports expressing views different from 
the Information and all views expressed in all reports of KGI Securities and its connected persons are subject to change 
without notice. KGI Securities reserves the right to act upon or use the Information at any time, including before its 
publication herein.  
 
Except as otherwise indicated below, (1) KGI Securities, 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) KGI 
Securities, 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; and (3) the officers, employees and 
representatives of KGI Securities 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”.) 
 
However, as of the date of this report, neither KGI Securities nor its representative(s) who produced this report (each a 
“research analyst”), has any proprietary position or material interest in, and KGI Securities does not make any market in, 
the securities which are recommended in this report. 
 
Each research analyst of KGI Securities 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 KGI 
Securities 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 KGI Securities’ total revenues, a portion of which are generated 
from KGI Securities’ business of dealing in securities.  
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