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i-Tail Corporation (ITC TB)
The Acquisition Of Phelps

Highlights

ITC announced the acquisition of Phelps, which is a US-based manufacturer
and distributor of pet food products.

We view the acquisition positively for ITC’s long-term US business,
attributable to commercial expansion and operational synergies.

Maintain BUY with a target price of Bt22.00.

Analysis

The acquisition of Phelps. i-Tail Corporation (ITC) announced the
acquisition by i-Tail Americas, Inc, a wholly owned subsidiary of ITC, of all
issued and outstanding shares of Pet Treat Holdings, Inc (PTH). As a result,
PTH and its wholly owned operating subsidiary, Phelps Industries (Phelps),
become indirect wholly owned subsidiaries of ITC. The transaction amount
is of US$160m (approximately Bt5.3b). The acquisition was funded by ITC'’s
working capital and proceeds from IPO. The transaction was completed on
22 Oct 26.

Phelps’s company business. Phelps is a US-based manufacturer and
distributor of pet food products, specialising in dog treats, particularly jerky-
style sticks, strips, and tenders.

Phelps’ revenue is derived from three segments: a) core private label
products, accounting for 58% of total revenue, b) private-label brands,
contributing 41%; and c) own brands, representing the remaining 1%. The
company operates two manufacturing facilities in the US, located in Rockford
and Janesville, with an estimated capacity utilisation rate of around 50%.

Phelps generated revenue of US$57.6m and US$70.3m in 2024 and 2025,
respectively. Gross profit margin in 2024-25 was approximately 16.4%. Net
profit margin was at 6.6% in 2025.

Key Financials

Year to 31 Dec (Btm) 2024 2025 2026F 2027F 2028F
Net turnover 17,729.0 18,223.4 21,099.3 23,594.9 25,4717.6
EBITDA 4,517.6 3,849.6 4,421.7 5,050.9 5,520.5
Operating profit 3,977.0 3,181.4 3,629.5 41193 4,489.0
Net profit (rep./act.) 3,597.3 2,977.9 3,443.8 3,908.0 4,257.8
Net profit (adj].) 3,830.4 2,9334 34438 3,908.0 4,257.8
EPS 13 1.0 1.2 13 14
PE (x) 13.6 17.7 15.1 13.3 12.2
P/B () 2.2 2.2 21 21 2.0
EV/EBITDA (x) 10.3 11.8 104 9.2 8.4
Dividend yield (%) 6.6 5.2 6.0 6.3 7.0
Net margin (%) 20.3 16.3 16.3 16.6 16.7
Net debt/(cash) to equity(%) (22.4) (27.2) (23.8) (22.5) (22.4)
Interest cover (x) 749.6 375.3 974.0 888.9 777.2
ROE (%) 15.2 12.7 145 16.2 174
Consensus net profit n.a n.a 3,472.5 3,890.9 4,289.4
UOBKH/Consensus (x) n.a n.a 1.0 1.0 1.0

Source: i-Tail Corporation, Bloomberg, UOB Kay Hian
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Company Description

ITC manufactures and sell mid-priced to premium quality
products pet food and treats for cats and dogs made from
premium ingredient, primarily in fish and chicken. .
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o We view the deal positively for ITC’s long-term growth.

a) Cross-selling opportunities: Phelps’ customer base does not overlap
with ITC’s existing customers, creating opportunities to expand ITC’s
customer network by leveraging Phelps’ established relationships.
Furthermore, Phelps’ customers primarily focus on pet treats and dog
products. Therefore, ITC could capitalise on the relationships to cross-sell
its wet pet food and cat food products.

b) Manufacturing optimisation: Optimise the US production footprint and
product allocation across facilities to mitigate geopolitical risks.

c) Operational synergies: The synergies could improve operating leverage
and profitability through economies of scale on the back of joint
procurement, logistics integration, and supply chain optimisation.

In terms of earnings impact, we expect the acquisition to make a limited
contribution to ITC’s earnings in 4Q26. For 2027, we project a 5% upside
to ITC’s earnings based on our estimate that Phelps will generate earnings
of Bt200m.

For valuation, implied EV/EBITDA of 11.5x is within the pet food industry
range of 9-12x. However, the implied acquisition P/E of 25-26x represents
a premium to ITC’s current valuation of 13-14x.

Nevertheless, we are positive on the long-term outlook as the acquisition
provides opportunities to leverage Phelps’ existing customer base, expand
cross-selling opportunities, and diversify ITC’s market exposure, helping
mitigate geopolitical risks.

Valuation/Recommendation

e Maintain BUY with a target price of Bt22.00. Our valuation is based on

2027 EPS. We peg its PE target to its three-year mean, at 17x.
Earnings Revision/Risk
e Earnings revision: None.

Share Price Catalyst
Better-than-expected premium product mix.
Sales increase in the US and EU markets.
Lower raw material costs.

Depreciation of the Thai baht.

Environmental, Social, Governance (ESG)
CG Report: 5

SET ESG Rating: A

Environmental

e SeaChange sustainability strategy by 2030. To become a net-zero emission
company, the company plans to: a) increase the biomass fuel usage to 70%
of its steam production; b) expand solar panel contribution to 4.8 MW or 10%,
with a plan to raise to 30% of electricity consumption by 2027 (additional 10%
in 2026 and 10% in 2027); and c) reduce its GHG emissions by 42% by 2030
from 2021 baseline.

Social

e |[TC aims to increase its OEM sales by increasing sustainable packaging to
60% by 2030.

Governance
e |TC is committed to conducting its business with honesty, transparency,
responsibility and business ethics. ITC’s policies include anti-corruption,

respect for human rights, fair treatment of labour, and responsibility to
customers and consumers.
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Phelps’s Business
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Strategic Synergy and Key Benefits

KEY VALUE CREATION OPPORTUNITIES

The acquisition craates a highly complementary platform, combining ITC's leadership in
wet pet food with Phelps” exps pet nutrition
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Phelps’s Financial Performance

Totalrevenue 57.6 70.3
(USDmn)

GPM (%) 16.4% 16.4%
OPM (%) 8.8% 9.5%

Phelps’total revenue is expected to grow at
21.0% CAGR from 2023A to 2026E

Source: ITC
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Profit & Loss

Balance Sheet
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Year to 31 Dec (Btm) 2025 2026F 2027F 2028F Year to 31 Dec (Btm) 2025 2026F 2027F 2028F
Net turnover 18,223 21,099 23,595 25,478 Fixed assets 6,484 6,843 6,911 6,880
EBITDA 3,850 4,428 5,051 5,521 Other LT assets 362 391 423 457
Deprec. & amort. 668 798 932 1,032 Cash/ST investment 6,489 5,826 5,650 5,764
EBIT 3,181 3,629 4,119 4,489 Other current assets 9,638 10,641 11,711 12,516
Total other non-operating income 0 0 0 0 Total assets 26,973 27,701 28,695 29,617
Associate contributions 0 0 0 0 ST debt 0 0 0 0
Net interest income/(expense) (10) (5) (6) (7) Other current liabilities 2,310 2,314 2,577 2,774
Pre-tax profit 3,171 3,625 4114 4,482 LT debt 0 0 0 0
Tax (149) (181) (206) (224) Other LT liabilities 837 885 994 1,119
Minorities 0 0 0 0 Shareholders' equity 23,826 24,502 25,124 25,723
Net profit 2,978 3,444 3,908 4,258 Minority interest 0 0 0 0
Net profit (adj.) 2,933 3,444 3,908 4,258 Total liabilities & equity 26,973 27,701 28,695 29,617
Cash Flow Key Metric

Year to 31 Dec (Btm) 2025 2026F 2027F 2028F Year to 31 Dec (%) 2025 2026F 2027F 2028F
Operating 3,547 3,304 4,076 4,731 Profitability

Pre-tax profit 3,127 3,625 4,114 4,482 EBITDA margin 211 21.0 214 217
Tax (149) (181) (206) (224) Pre-tax margin 17.4 17.2 174 17.6
Deprec. & amort. 570 798 932 1,032 Net margin 16.3 16.3 16.6 16.7
Associates 0 0 0 0 ROA 11.4 13.0 14.4 15.5
Working capital changes 1) (938) (764) (559) ROE 12.7 145 16.2 17.4
Non-cash items 0 0 0 0 Growth

Other operating cashflows 0 0 0 0 Turnover 2.8 15.8 11.8 8.0
Investing 1,582 (1,000) (1,000) (1,000) EBITDA (14.8) 15.0 14.1 9.3
Capex (growth) (1,124) (1,000) (1,000) (1,000) Pre-tax profit (20.1) 14.3 135 9.0
Others 2,706 0 0 0 Net profit (17.2) 15.6 135 9.0
Financing (3,483) (2,890) (3,286) (3,659) Net profit (adj.) (23.4) 17.4 135 9.0
Dividend payments (3,450) (2,890) (3,286) (3,659) EPS (23.4) 174 135 9.0
Issue of shares 0 0 0 0 Leverage

Proceeds from borrowings 0 0 0 0 Debt to total capital 0.0 0.0 0.0 0.0
Loan repayment 0 0 0 0 Debt to equity 0.0 0.0 0.0 0.0
Others/interest paid (34) 0 0 0 Net debt/(cash) to equity (27.2) (23.8) (22.5) (22.4)
Net cash inflow (outflow) 1,646 (586) (210) 72 Interest cover 375.3 974.0 888.9 777.2
Beginning cash & cash 5,408 6,431 5,826 5,650

equivalent

Changes due to forex impact 0 0 0 0

Ending cash & cash equivalent 6,489 5,826 5,650 5,764
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IMPORTANT NOTICE - DISCLOSURES AND DISCLAIMERS

This report is provided subject to various disclosures and disclaimers (the "Disclosures / Disclaimers") which form an integral part of this report and are
available at this link or by scanning the QR code below:

The Disclosures / Disclaimers contain important information, including without limitation, (&) exclusions of liability, (b) confidentiality obligations, (c) restrictions
on publication, circulation, reproduction, distribution and use of the report, (d) potential conflicts of interest, and (e) disclosures and requirements specific to
recipients in the United States and other applicable jurisdictions.

Specifically, this report is intended for general circulation and informational purposes only and does not take into account the specific investment objectives,
financial situation, or particular needs of any individual person. It is not intended to constitute personal investment advice or a recommendation to buy or sell
any investment product or security. You should independently evaluate the information and, where necessary, seek advice from a qualified financial adviser
regarding the suitability of any investment, taking into account your specific objectives, financial situation and needs, before making any investment decision.
Analyst certifications required under applicable regulations, including SEC Regulation AC (where relevant), are included in this report.

Recipients of this report must carefully read, review and understand the full Disclosures / Disclaimers before using or relying on any information in this report.
By accessing, receiving or using this report, you acknowledge and confirm that you have read, understood, accepted and agreed to be bound by the
Disclosures / Disclaimers (as may be amended or updated from time to time) in full."
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