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Pinning hopes on flattening commodity prices

Indgfood CBP

ICBP IJ BUY
Sector FMCG
Price at 05 Sept 2022 (Rp) 8,650
Price target (Rp) 10,150
Upside/Downside (%) 17.3

Stock Information

Indofood CBP Sukses Makmur (ICBP) is leading
consumer company, engaged in diverse
business categories, including noodles, dairy,
snack foods, food seasonings, nutrition and
special foods, and beverages. It also operates a
packaging business, producing flexible and
corrugated packaging for its products.

Market cap (Rp bn) 101,750
Shares outstanding (mn) 11,662
52-week range (Rp) 7,125-9,425
3M average daily vol. ('000) 8,458
3M average daily val. (Rp mn) 75,819
Shareholders (%)
Indofood Sukses Makmur 80.5
Public 19.5
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7 September 2022

¢ ICBP’s 1H22 net profit plunged 40.1% YoY to Rp1.93tn (loss Rp10.7bn in 2Q22)

¢ We expect revenue growth of 16% YoY with net profit Rp4.9tn in 2022

e We reiterate our “BUY” call with 17% upside potential on a 12-month view on improved margins
in 2H22, and overseas expansion

Soft performance largely due to forex loss

ICBP's net profit came in at Rp1.93tn in 1H22, plunging 40.1% YoY (loss of Rp10.7bn in 2Q22),
accounting for 33.2% of our FY forecast. The lower profit YoY was mainly caused by balooning finance
expense due to higher forex loss from financing and interest expenses. Taking forex loss out, ICBP’s
1H22 net profit was Rp3.0tn or down 25.0% YoY. Meanwhile, ICBP's revenue grew 15.6% YoY to
Rp32.6bn in 1H22 (-10.4% QoQ in 2Q22 to Rp15.4tn). Nevertheless, GPM contracted from 37.0% in
1H21 t0 31.9% in 1H22 (34.2% in 1Q22 to 29.4% in 2Q22) due to higher COGS +25.0% YoY (-3.8% QoQ
in 2Q22) amid surging commodities prices. Furthermore, opex also rose 14.7% YoY to Rp4.90tn in
1H22, mainly from selling and distribution expense due to ads & promotion and freight, leading to
lower OPM from 21.9% in 1H21 to 16.9% in 1H22. Other income in 1H22 largely derived from net
gains on forex from Pinehill. Balance-sheet wise, net gearing remained controllable in 1H22 at 0.9x.

Margin contractions in most segments

ICBP's 1H22 net revenue was mostly supported by noodles that grew 15.4% YoY (-9.4% QoQ in
2Q22). However, margin of noodles tumbled from 25.3% in 1H21 to 19.9% in 1H22. Despite lower
margin, noodles contribution to revenue was stable at 69.8% in 1H22. This was followed by dairy
products that grew 14.6% YoY in 1H22 (-9.4% QoQ) with margin of 7.4%, lowered from 12.4% in 1H21
due to higher price of skim milk. The contribution of dairy to its revenue was stabilized at 15.7% in
1H22. Furthermore, snacks, which contributed 5.8% of its revenue in 1H22, increased 18.4% YoY.
Although, its margin also plunged from 13.6% in 1H21 to 6.5% in 1H22. Meanwhile, beverage
products reported higher margin of 5.7% in 1H22 compared to in 1H21 of 3.4%.

Top line growth to remain solid

We expect ICBP's revenue to grow 15% YoY in 2022 as the company has carried out price hikes twice
in 1H22, mostly on noodles. Amid high commodity prices, we estimate gross margin to lower to
32.4% in 2022, yet will improve on QoQ basis, in addition to higher contribution of Middle Eastern
and African markets. Nevertheless, we expect commodity prices hikes will slow down in 2H22,
impacted by higher interest rates and, indicated by lower wheat price by ¢.25% in September,
compared to June. Furthermore, skimmed milk powder price has also came down this month,
therefore we expect ICBP's dairy product margins to at least stay at current level. Nevertheless, we
revise down our ICBP's net profit forecast to Rp4.88tn in 2022 on the back of higher-than-expected
finance costs.

-s Reiterate BUY on the back of strong leadership in instant noodle

We maintain our BUY recommendation with a DCF-based price target of Rp10,150/ share. The stock
is currently traded at a 2022F PER of 24.2x. We note several paramount catalysts to the company's
performance, namely 1) leadership in instant noodle market; 2) better selling prices; 3) expansion in
Middle East and African market through Pinehill that will bring margin improvement; 4) lower
commodity prices in 2H22; and 5) relatively controllable leverage ratio. Nevertheless, we highlight
several factors that may hamper to its performance, including 1) strong energy and commodity
prices; 2) soft purchasing power in the wake of BBM price hike ; and 3) USD appreciation and higher
finance costs.

Key Statistics

Year end Dec 2020A 2021A 2022F 2023F 2024F
Net sales (Rp bn) 46,641 56,804 65,259 71,133 76,112
EBITDA (Rp bn) 10,230 12,806 12,574 15,152 17,389
Net profit (Rp bn) 6,587 6,388 4,888 6,591 8,100
Net profit margin (%) 14.1% 11.2% 7.5% 9.3% 10.6%
EPS (Rp) 564.8 547.8 419.2 565.2 694.5
ROAA (%) 9.26% 5.76% 4.19% 5.56% 6.45%
ROAE (%) 17.1% 12.2% 8.7% 11.0% 12.6%
PER (x) 18.0 18.5 24.2 18.0 14.6
PBV (x) 2.4 2.2 2.1 1.9 1.8
EV/EBITDA 9.0 6.3 6.9 5.2 4.3
Dividend yield per share 1.6% 2.1% 2.6% 2.9% 3.3%
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ICBP’s Financial Overview

Consolidated Statements of Profit YoY QoQ
or Loss (Rp bn) 1H21 1H22 Change 1q22 2Q22 Change
Net sales 28,199 32,593 15.6% 28,199 15,405 (10.4%)
COGS (17,766) (22,191) 24.9% (17,766) (10,879) (3.8%)
Gross profit 10,433 10,402 (0.3%) 10,433 4,526 (23.0%)
Gross profit margin 37.0% 31.9% 37.0% 29.4%

Operating expenses (4,269) (4,897) 14.7% (4,269) (2,393) (4.4%)
Operating profit 6,164 5,505 (10.7%) 6,164 2,133 (36.8%)
Operating profit margin 21.9% 16.9% 21.9% 13.8%

EBITDA 6,794 6,160 (9.3%) 6,794 333 2.9%
EBITDA margin 24.1% 18.9% 24.1% 2.2%

Other income/expenses (1,139) (2,170) 90.4% (1,139) (1,563) 157.3%
Profit before tax 5,024 3,335 (33.6%) 5,024 570 (79.4%)
Income tax expenses (1,060) (923) (12.9%) (1,060) (415) (18.3%)
Net profit 3,221 1,930 (40.1%) 3,221 (11) (100.6%)
Net profit margin 11.4% 5.9% 11.4% (0.1%)

Source: Company, KB Valbury Sekuritas

ICBP’s margins contract as leverage ratios remain controllable
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FINANCIAL TABLES
CONSOLIDATED STATEMENTS OF PROFIT OR LOSS
Year End Dec (Rp bn) 2020A 2021A 2022F 2023F 2024F
Net sales 46,641 56,804 65,259 71,133 76,112
COGS (29,417) (36,526) (44,096) (46,755) (49,100)
Gross profit 17,224 20,277 21,163 24,377 27,012
Gross profit margin 36.9% 35.7% 32.4% 34.3% 35.5%
Operating expenses (8,107) (8,742) (9,869) (10,520) (10,937)
Operating profit 9,117 11,535 11,295 13,857 16,075
Operating profit margin 19.5% 20.3% 17.3% 19.5% 21.1%
EBITDA 10,230 12,806 12,574 15,152 17,389
EBITDA margin 21.9% 22.5% 19.3% 21.3% 22.8%
Other income/expenses 758 (1,723) (4,308) (4,216) (4,136)
Profit before tax 9,959 9,935 7,643 10,305 12,664
Income tax (2,540) (2,035) (1,681) (2,267) (2,786)
After tax profit 6,587 6,388 4,888 6,591 8,100
Net profit margin 14.1% 11.2% 7.5% 9.3% 10.6%

Source: Company, KB Valbury Sekuritas

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

Year End Dec (Rp bn) 2020A 2021A 2022F 2023F 2024F
Current assets

Cash and cash equivalents 9,535 20,378 14,417 21,812 26,419
Trade receivables 5,273 6,401 8,601 7,751 9,746
Inventories 4,587 5,857 6,392 6,596 7,043
Other current assets 847 928 1,378 1,264 1,338
Total current assets 20,716 33,998 31,127 37,744 44,858

Non-current assets

Fixed assets 13,351 14,176 14,247 14,532 14,677
Other non-current assets 69,521 69,893 69,834 69,598 69,797
Total non-current assets 82,872 84,069 84,080 84,130 84,474
Total assets 103,588 118,067 115,207 121,874 129,332

Current liabilities

Trade payables 3,045 3,586 4,407 4,460 4,807
Taxes payables 1,796 1,198 623 685 740
Accrued expenses 2,260 2,584 2,609 2,818 2,959
Short term debts 817 907 734 789 831
Other current liabilities 1,258 10,621 1,557 1,688 1,798
Total current liabilities 9,176 18,896 9,931 10,440 11,137

Non-current liabilities

Lease liabilities 127 107 96 91 87
Other non-current liabilities 43,967 44,340 47,387 49,463 51,207
Total non-current liabilities 44,094 44,447 47,483 49,554 51,294
Shareholders' equity 50,318 54,724 57,793 61,879 66,901
Total liabilities and equity 103,588 118,067 115,207 121,874 129,332

Source: Company, KB Valbury Sekuritas
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Year End Dec (Rp bn) 2020A 2021A 2022F 2023F 2024F
Net profit 6,587 6,587 6,388 4,888 6,591
D&A 1,112 1,112 1,271 1,279 1,295
Changes in working capital (458) (458) 7,191 (11,882) 1,232
CF from operating activities 7,242 7,242 14,850 (5,715) 9,118
Investment in fixed assets (3,121) (3,121) (2,096) (1,350) (1,580)
Others (58,779) (58,779) (372) 60 235
CF from investing activities (61,900) (61,900) (2,468) (1,290) (1,345)
Dividends paid (2,507) (2,507) (2,507) (1,858) (2,505)
Debt raised/(repaid) 29,360 29,360 10,028 3,021 2,210
Others 55,867 55,867 (1,527) 1,049 (374)
CF from financing activities 55,835 55,835 (1,540) 1,044 (379)
Free cash flows 1,176 1,176 10,843 (5,961) 7,395
Cash and cash equivalents, beginning 8,359 8,359 9,535 20,378 14,417
Cash and cash equivalents, ending 9,535 9,535 20,378 14,417 21,812

Source: Company, KB Valbury Sekuritas

RATIO ANALYSIS

Year End Dec 2020A 2021A 2022F 2023F 2024F
Gross profit margin 36.9% 35.7% 32.4% 34.3% 35.5%
Operating profit margin 19.5% 20.3% 17.3% 19.5% 21.1%
EBITDA margin 21.9% 22.5% 19.3% 21.3% 22.8%
Net profit margin 11.2% 19.1% 18.0% 18.0% 18.0%
Receivables turnover (x) 10.01 9.73 8.70 8.70 8.70
Inventory turnover (x) 7.0 7.0 7.2 7.2 7.2
Payable turnover (x) 10.1 10.6 10.9 10.5 10.5
ROAA 9.3% 5.8% 4.2% 5.6% 6.4%
ROAE 17.1% 12.2% 8.7% 11.0% 12.6%
ROIC 9.1% 8.4% 5.5% 7.6% 9.1%
Debt/ Equity 107.8% 123.2% 121.1% 114.5% 106.0%
Net debt/Equity (x) 0.4 0.4 0.5 0.4 0.3
Net debt/ EBITDA (x) 2.2 1.7 2.4 1.7 1.3
Sales/assets turnover (x) 0.7 0.5 0.6 0.6 0.6
Interest coverage (x) 15.3 6.5 2.8 3.4 3.9
EPS (Rp) 564.8 547.8 419.2 565.2 694.5
BV/ Share (Rp) 4,314.7 4,692.5 4,955.6 5,306.1 5,736.7

Source: Company, KB Valbury Sekuritas

Page | 4 of 5




b KB Valbury Sekuritas

Company Report
Indofood CBP Sukses Makmur (ICBP)

Disclaimer

This report is prepared by PT KB Valbury Sekuritas, a member of the Indonesia Stock Exchange, or its subsidiaries or
its affiliates ("KBVS"). All the material presented in this report is under copyright to KBVS. None of the parts of this
material, nor its contents, may be copied, photocopied, or duplicated in any form or by any means or altered in any
way, or transmitted to, or distributed to any other party without the prior written consent of KBVS.

The research presented in this report is based on the information obtained by KBVS from sources believed to be
reliable, however KBVS do not make representations as to their accuracy, completeness or correctness. KBVS
accepts no liability for any direct, indirect and/or consequential loss (including any claims for loss of profit) arising
from the use of the material presented in this report and further communication given or relied in relation to this
document. The material in this report is not to be construed as an offer or a solicitation of an offer to buy or sell any
securities or financial products. This report is not to be relied upon in substitution for the exercise of independent
judgement. Past performance and no representation or warranty, express or implied, is made regarding future
performance. Information, valuations, opinions, forecasts and estimates contained in this report reflects a
judgement at its original date of publication by KBVS and are subject to change without notice, its accuracy is not
guaranteed ot it may be incomplete.

The Research Analyst(s) primarily responsible for the content of this research report, in part or as a whole, certifies
that the views about the companies and their securities expressed in this report accurately reflect his/her personal
views. The Analyst also certifies that no part of his/her compensation was, is or will related to specific
recommendation views expressed in this report. It also certifies that the views and recommendations expressed in
this report do not and will not take into account client circumstances, objectives, needs and no intentions involved

as a use for recommendations for sale or buy any securities or financial instruments.
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Branch Office

J1. Raya Bowlevard Barat Blok A1 No. 10
Jakarta 11620
T +62 21+ 29451577

Jakarta - Puri indah

Rukan Grand Aries Niaga
Blok E.1 No. 1V JI. Taman Aries,

Surabaya

Pakuwon Center Tunjurgan Placa Lantai 21
JI. Embong Malang No.1

Surabaya 60261

T +62 31-2955777

T +6231.29557=2

F+62 31-2955716

Jakarta 13450
T +62 21- 22542350
F 462 21- 29264310

Jakarts - Phult

11, Plult Putra Ry No. 2
Jakarta 14240

T 462 21-29264300
F+62 21-22542391

Bandung

11, HOS Cokroaminoto Mo, 82
Bandung 40171

T +6222-87255888

T +62 22 - 87255800

F+62 2287255811

Semarang

Candi Plaza Bulding Lt. Dasar

JI. Sedten Agung No. S0-908
50252

T+6224-3521558

T +62 24 -8501122

F+62 24-8507350

Yogyakarta

JI. Masgelang XM 5.5 ro. 75
‘Yogyakarta 55284

T +62 274 - 4365500
T+62274-623111

F+62 274523222

Padang

I, Ksenpung Nias |l no, 10,
¥al, Belakang Pondok,
¥ec. Padang Selstan

T +62 7518955747

Manado

¥awasan Megamas, Ruko Me,
Blok IF2 No. 38 Manado. 95254
T+624317917 836
F+624318802129
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¥omplek Bis Styfes Hotel
1l. Teuks Umar No. 177
Derpasar Bali 80114

T +62 361 - 255888

T +62 361 - 225229
F+62 361-225339

Banjarmasin

J1.Gatot Subroto 8o.33 Kel Xebun Burga
¥ec. Banjarmasin Tenur

Kalimantan Sefatan 70235

T +62511 - 3265918
F462511-3253432

Solo

JI. Ronggo Warsito no, 34
Solo 57118

T +62 271632888

F 462 271 656988

Maskasar

Ratulangl Points 1t 3

JI. Dr Sem Ratulangs No. 2 Kunjungmae, Mariso
Makassar, Sulawesi Selatan 90125

T +62411 8955999

Malang

1. Pablawan Trip no, 7
Malang 65112

T +62 341 - SaseEs
F+62 341 - 560056

Solo

JI. Ronggowarsito No. 34
Surakarta 57118
T+62271 - 632888

Palem|

¥omp, PTC Mall Blok | No. 7 & R Sukamto ¥el. & lir
¥ac, e Timur || Paembang 30114

T 07115700281

¥omplek Jati Junction No. PS-54
J1. Perintis Kemerdekaan
Medan 20218

T +62 61 - 83816222

£ 62 61- 88816333

Pekanbaru

1. Tuarku Tambeassi

¥omplek CNN Blok A Mo.3 Pekanbaru 28291
T+62761-839393

Galari Imvestasi

Padang

1l. Kampung Nias Il no. 10,
¥l Befakang Pondok,
¥ec, Padang Selatan

T +62 7518955747

Manado

Kawasan Megamas, Ruko Megapeofit
Biok IF2 No, 38 Manado, 95254
T+624317917836

F+62431880 2129

Sclo

JI. Ronggawarsita No, 34
Surakarta 57118
T+62271- 632553

Palembeng

¥omp, PTC Mal Blck | No, 7 8. R Sukamto ¥el, 8 Ilir
¥ec, fir Timur |l Palembang 30114

T 07115700281

Yogyakarta
Universitas Kristen Duta Wacans
T 462 274 - 544032

Manado
Universitas Frisma Manado
T 0131 8800650

Jakarta
Universitas Guriadarma
T +6221-8727541




