Supreme PLC

Trading Update —resilient and generating cash

In a Trading Update for the six months to 30 September, Supreme reports that Group
performance remains in line with market expectations for the full year, reiterating the positive
message of the 15" September AGM.

In particular, the Vaping division, which we estimate to comprise 46% of FY23 revenue and 71% of
FY23 gross profit, is reported to have continued on a strong growth trajectory, with organic growth
boosted by the acquisition of Liberty Flights, and latterly, Cuts Ice Ltd., and Flavour Core Ltd.

As noted at FY22 results on the 5" July, the Lighting division experienced a slowdown during the
period; however Supreme notes early indications of improvement in retail demand in September and
early October indicating that the hiatus was temporary. As reported in FY22 results, Lighting division
revenue growth had slowed from +18.4%Y0oY in H1 to -6.3%YoY in H2 22.

Supreme noted that all other divisions - Batteries (26.7% of FY22 revenue), Sports & Nutrition (12.2%)
and Branded Household Goods (7.2%) - remained “profitable, resilient and highly cash

generative”.

Against a positive overall outlook, the Group remains focused on both organic growth and the process
of integrating recent acquisitions in the Vaping division: Cuts Ice with its presence in European

markets, and Flavour Core’s vape flavouring OEM connections.

Supreme will report Interim results on 29" November, together with a presentation to investors.

Value market niche

Notwithstanding the headwinds - and cross currents - buffeting the UK political and economic outlook,
this is a positive Trading Update. Supreme occupies a market niche which emphasises value for
money in its product lines whilst representing a positive alternative to the threats to health

represented by cigarette smoking - as backed by the government’s Smokefree 2030 initiative.

Based on our outlook, Supreme currently trades on a FY23 E EV/EBITDA of 4.6x and offers a yield
of 6.4%. We include a valuation update based on sector-specific peers in the Distribution, Consumer
Staples and Tobacco markets cross-referenced against the relevant divisional contributions to

Supreme’s gross profits. Our Fair Value remains 190p/share.

Financial outlook to 31 March 2024

Yr to March 31 (Em) 2020 2021 2022 2023E 2024E
Revenue 92.3 122.3 130.8 129.5 142.2
EBITDA (adj) 16.0 19.3 21.1 175 222
EPS (adi, p) 10.1 11.8 12.4 9.3 11.7
FCFS (p) 15.5 11.1 10.1 11.6 13.3
DPS (p) 10.0 2.7 22 4.7 2.6
Net debt / (cash) 21.3 7.6 4.0 4.7 (3.8)
EV/EBITDA 5.0x 4.2x 3.8x 4.6x 3.6x
P/E 7.2x 6.2x 5.9x 7.8x 6.2x
FCF yield 21.2% 15.1% 13.8% 15.9% 18.3%
Div yield 13.7% 3.7% 3.0% 6.4% 3.6%

Source: Company data, Equity Development estimates.
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Company Data

EPIC SUP
Price (last close) 73p
52 weeks Hi/Lo 245/70p
Market cap £85m
ED Fair Value 190p
Net debt (cash) £m 4.7
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Description

Formed in 1975, Supreme Imports is a
leading European and UK manufacturer,
supplier and brand owner of fast-moving
consumer products. It supplies five key
categories of consumer spending: Vaping,
Sports Nutrition & Wellness, Batteries,
Branded

Lighting and Household

Consumer items.

Its customer base includes leading brands
such as Costcutter, B&M, ASDA, TK
Maxx, Poundland, Sainsbury’s, Home
Bargains, Heron Foods, Booker, Bestway,
Aldi, Tool Station, Range, Travis Perkins

and Nisa.

Mike Jeremy (Analyst)
0207 065 2690
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Valuation considerations

Our fair value is cross-referenced against the current one year forward earnings-based market multiples of
a blend (market cap-weighted) of representative companies in the market segments Supreme addresses,
namely: Distribution - Diploma PLC, Bunzl, Ferguson, Travis Perkins; Consumer staples - Unilever, P&G,
Nestle, Walmart, Pepsico, Reckitt; Tobacco - BATS, Philip Morris, Altria, Imperial Brands; AIM sector

peers - Parsley Box, Accrol, IG Design, Kitwave, Uniphar.

The blended fair value indicated is based on our estimated FY23 and FY24 Supreme PLC (adj.) EBITDA,

and data available on the allocation of gross profitability, resulting in an indicated:
e Based on FY23 E (adj.) EBITDA of £17.5m: 176.2p/share.
e Based on FY24 E (adj.) EBITDA of £22.2m: 224.2p/share.

e  The average of the FY23 and FY24 valuation exercise supports our Fair Value of 190p/share.

Blended sector-based comparative valuation

EV based on FY23E EBITDA % of gross Peers EV/ EV £m
EBITDA
Batteries 10.0% Distributors 9.4x 16.5
Lighting 10.6% Distributors 9.4x 17.5
Vaping 70.5% Tobacco 12.3x 152.0
Sports Nutrition & Wellness 6.1% Staples 15.3x 16.3
Branded HH Goods 2.9% Staples 15.3x 7.8
EV indicated (Em) 210.1
Indicated EV/EBITDA multiple 12.0x
FY23 E Net debt (Em) 4.66
FY23 E indicated equity (Em) 205.44
Per share value indicated (p) 176.2
EV based on FY24E EBITDA % of gross Peers EV/ EV £m
EBITDA
Batteries 8.8% Distributors 9.4x 20.9
Lighting 13.9% Distributors 9.4x 22.1
Vaping 67.6% Tobacco 12.3x 192.6
Sports Nutrition & Wellness 7.2% Staples 15.3x 20.6
Branded HH Goods 2.6% Staples 15.3x 9.9
EV indicated (Em) 266.1
Indicated EV/EBITDA multiple 12.0x
FY23 E Net debt (Em) 4.66
FY23 E indicated equity (Em) 261.46
Per share value indicated (p) 224.2

Source: Yahoo Finance, LSE, Equity Development estimates. Note, data for Unilever, P&G, Nestle, Walmart,
Pepsico, Philip Morris and Altria is based on a GB£:US$ conversion rate of 1.000:1.231.
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Andy Edmond
Direct: 020 7065 2691
Tel: 020 7065 2690
andy@equitydevelopment.co.uk

Hannah Crowe
Direct: 0207 065 2692
Tel: 0207 065 2690
hannah@equitydevelopment.co.uk

Equity Development Limited is regulated by the Financial Conduct Authority

Disclaimer

Equity Development Limited (‘ED’) is retained to act as financial adviser for its corporate clients, some or all of whom may now or in the future
have an interest in the contents of this document. ED produces and distributes research for these corporate clients to persons who are not clients
of ED. In the preparation of this report ED has taken professional efforts to ensure that the facts stated herein are clear, fair and not misleading,
but makes no guarantee as to the accuracy or completeness of the information or opinions contained herein.

This document has not been approved for the purposes of Section 21(2) of the Financial Services & Markets Act 2000 of the United Kingdom
(‘FSMA’). Any reader of this research should not act or rely on this document or any of its contents. This report is being provided by ED to provide
background information about the subject of the research to relevant persons, as defined by the Financial Services and Markets Act 2000
(Financial Promotions) Order 2005. This document does not constitute, nor form part of, and should not be construed as, any offer for sale or
purchase of (or solicitation of, or invitation to make any offer to buy or sell) any Securities (which may rise and fall in value). Nor shall it, or any
part of it, form the basis of, or be relied on in connection with, any contract or commitment whatsoever.

Research produced and distributed by ED on its client companies is normally commissioned and paid for by those companies themselves (‘issuer
financed research’) and as such is not deemed to be independent as defined by the FCA, but is ‘objective’ in that the authors are stating their own
opinions. This document is prepared for clients under UK law. In the UK, companies quoted on AIM are subject to lighter due diligence than shares
quoted on the main market and are therefore more likely to carry a higher degree of risk than main market companies.

ED may in the future provide, or may have in the past provided, investment banking services to the subject of this report. ED, its Directors or
persons connected may at some time in the future have, or have had in the past, a material investment in the Company. ED, its affiliates, officers,
directors and employees, will not be liable for any loss or damage arising from any use of this document, to the maximum extent that the law
permits.

More information is available on our website www.equitydevelopment.co.uk

Equity Development, 2" Floor, Park House, 16-18 Finsbury Circus, London, EC2M 7EB

Contact: info@equitydevelopment.co.uk | 020 7065 2690
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