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Equity Research

Result Note

Indofood CBP Sukses Makmur(icsp i)

Solid volume growth in most divisions

ICBP reported strong 2Q19 earnings growth of 14.8% yoy, supported by solid
top line growth (+13.5% vyoy), with high gross margins despite high
opex/revenues. This led to 1H19 net profits of IDR2.6tn, +12.4% yoy. The 1H19
net profit is 56% of our full year estimate and 52% of consensus estimates, i.e.
in line.

Noodles and Dairy supported 2Q19 top line growth. ICBP reported a 2Q19 top
line of IDR10.9tn, +13.5% yoy. Noodles, the major revenues contributor,
reported strong 14.8% yoy revenues growth in 2Q19. Dairy —the second biggest
contributor to revenues - booked solid revenues growth of 7.4% yoy. Beverages
and Nutrition also booked decent growth of 3.2% yoy and 13.3% vyoy,
respectively. In the same period, Food seasoning reported strong 78.4% yoy
revenues growth following the consolidation of its subsidiary - NICI, while snack
foods booked lower 2Q19 revenues growth of 0.9% yoy.

2Q19 earnings: 15% yoy growth thanks to a solid top line & higher gross
margins. In 2Q19, ICBP reported a higher gross margin of 34.2% thanks to
subdued prices of its major raw materials and higher Noodle ASP. This
cushioned the impact of higher 2Q19 opex spent to support promotional
activities. By division, Noodles improved its 1H19 EBIT margin to 21.4% while
Dairy and Food seasoning showed a better EBIT margin at 16% (1H18: 11.6%)
and 11.8% (1H18: 8.4%), respectively. By comparison, Snacks and Beverages
reported negative EBIT margins. Nutrition reported a slightly lower 1H19 EBIT
margin at 4.4%. Below the operating line, lower financing costs supported the
1H19 bottom line which reached IDR2.6tn (+12.4% yoy). The 1H19 earnings are
56% of our full year forecast and 52% of consensus estimates, i.e. in line.

Maintain BUY. We will revisit our forecast and recommendation following the
release of the 1H19 results. Based on our recent meeting with the company, we
learnt that ICBP recorded solid volume growth in most of its divisions. As the
incumbent in Indonesia’s huge instant noodles market, we believe that
supported by continuous product innovation, ICBP should be able to sustain its
top line growth in the future (noodles are expected to contribute 64% to the
FY19 top line). At the current share price, ICBP is trading at 23.2x FY19F PE,
which is below its average 1-year PE of 25.3x. Maintain BUY with a TP of
Rp11,000.

Key Financials

Year to 31 Dec 2017A 2018A 2019F pLopLo] 3 2021F
Revenue (IDRbn) 35,607 38,413 41,877 45,401 49,341
EBITDA (IDRbn) 4,702 4,931 5,449 5,774 6,310
EBITDA Growth (%) 8.6 4.9 10.5 6.0 9.3
Net profit (IDRbn) 3,797 4,576 4,620 4,885 5,437
EPS (IDR) 325.6 3924 396.2 418.9 466.3
EPS growth (%) 5.4 20.5 1.0 5.7 11.3
BVPS (IDR) 1,677.6 1,853.8 2,051.8 2,261.3 2,494.4
DPS (IDR) 161.9 230.7 198.1 209.4 233.1
PER (x) 28.2 234 23.2 219 19.7
PBV (x) 5.5 4.9 4.5 4.1 3.7
Dividend yield (%) 1.8 2.5 2.2 2.3 2.5
EV/EBITDA (x) 214 21.2 19.2 18.2 16.7

Source : ICBP, Danareksa Estimates
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Exhibit 1. Revenues and Growth

Exhibit 2. Net Profits and Growth
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Exhibit 3. Margins Exhibit 4. Gearing Level
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Exhibit 5. 2Q19 result
2Q18 1Q19 2Q19 qoq yoy 1H18 1H19 yoy 2019F A/F A/C
Revenue - IDR bn 9,579 11,256 10,874 -3.4% 13.5% 19,459 22,130 13.7% 41,877 53% 53%
COGS 6,494 7,468 7,151 -4.2% 10.1% 13,170 14,618 11.0% 28,377
Gross profit 3,084 3,788 3,724 -1.7% 20.7% 6,289 7,512 19.4% 13,500 56% 54%
Opex 1,757 1,860 1,872 0.7% 6.6% 3,351 3,732 11.4% 7,160
Operating profit 1,327 1,928 1,851 -4.0% 39.5% 6,289 3,779 -39.9% 6,340 60% 54%
Pretax profit 1,558 1,957 1,869 -4.5% 20.0% 3,222 3,827 18.8% 6,509
Net profit 1,078 1,337 1,238 -7.5% 14.8% 2,291 2,575 12.4% 4,620 56% 52%
Gross margin 32.2% 33.7% 34.2% 32.3% 33.9% 32.2%
Opex to revenue 18.3% 16.5% 17.2% 17.2% 16.9% 17.1%
Operating margin 13.9% 17.1% 17.0% 32.3% 17.1% 15.1%
Pretax margin 16.3% 17.4% 17.2% 16.6% 17.3% 15.5%
Net margin 11.3% 11.9% 11.4% 11.8% 11.6% 11.0%
Source: Company, Bloomberg, Danareksa Sekuritas estimates
www.danareksa.com See important disclosure at the back of this report 2
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Exhibit 6. Income Statement
Year to 31 Dec (IDRbn) 2017A 2018A 2019F 2020F 2021F
Revenue 35,607 38,413 41,877 45,401 49,341
COGS (24,548) (26,148) (28,377) (30,944) (33,490)
Gross profit 11,059 12,266 13,500 14,457 15,851
EBITDA 4,702 4,931 5,449 5,774 6,310
Oper. profit 5,378 5,772 6,340 6,796 7,456
Interest income 324 254 253 278 263
Interest expense (154) (226) (231) (359) (254)
Forex Gain/(Loss) 0 179 0 0 0
Income From Assoc. Co’s (185) (30) (32) (35) (38)
Other Income (Expenses) (156) 497 179 194 211
Pre-tax profit 5,207 6,447 6,509 6,874 7,639
Income tax (1,663) (1,788) (1,805) (1,907) (2,119)
Minority interest 253 (83) (83) (83) (83)
Net profit 3,797 4,576 4,620 4,885 5,437
Core Net Profit 3,797 4,397 4,620 4,885 5,437
Exhibit 7. Balance Sheet
Year to 31 Dec (IDRbn) 2017A 2018A 2019F 2020F 2021F
Cash & cash equivalent 8,797 4,727 5,005 5,668 4,464
Receivables 4,126 4,271 4,809 5,214 5,666
Inventory 3,262 4,001 4,342 4,735 5,125
Other Curr. Asset 246 558 609 660 717
Fixed assets - Net 8,120 10,742 12,998 15,283 17,577
Other non-curr.asset 6,920 9,504 9,155 9,777 10,471
Total asset 31,620 34,367 37,534 42,003 44,744
ST Debt 1,149 1,146 1,159 800 866
Payables 3,519 3,706 4,022 4,386 4,746
Other Curr. Liabilities 1,685 1,907 2,078 2,253 2,449
Long Term Debt 1,208 1,099 1,302 2,795 1,838
Other LT. Liabilities 3,734 3,802 3,956 4,310 4,668
Total Liabilities 11,295 11,660 12,517 14,544 14,567
Shareholder'sFunds 19,564 21,619 23,928 26,371 29,089
Minority interests 761 1,088 1,088 1,088 1,088
Total Equity & Liabilities 31,620 34,367 37,534 42,003 44,744
www.danareksa.com See important disclosure at the back of this report 3
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Exhibit 8. Cash Flow
Year to 31 Dec (IDRbn) 2017A 2018A 2019F 2020F 2021F
Net income 3,797 4,576 4,620 4,885 5,437
Depreciation and Amort. 676 841 890 1,023 1,146
Change in Working Capital (208) (469) (409) (278) (307)
OtherOper. Cash Flow (5) (2,145) 885 226 114
Operating Cash Flow 4,259 2,803 5,987 5,856 6,391
Capex (1,628) (3,355) (3,148) (3,307) (3,440)
Others Inv. Cash Flow (338) (528) (234) (219) (291)
Investing Cash Flow (1,966) (3,883) (3,382) (3,526) (3,731)
Net change in debt 312 (112) 216 1,134 (892)
New Capital 4 504 0 0 0
Dividend payment (1,889) (2,690) (2,310) (2,442) (2,719)
Other Fin. Cash Flow (154) (226) (231) (359) (254)
Financing Cash Flow (1,727) (2,523) (2,326) (1,667) (3,864)
Net Change in Cash 567 (3,603) 278 663 (1,204)
Cash - begin of the year 8,372 8,797 4,727 5,005 5,668
Cash - end of the year 8,797 4,727 5,005 5,668 4,464
Exhibit 9. Key Ratios
Year to 31 Dec 2017A 2018A 2019F 2020F 2021F
Growth (%)
Sales 3.6 7.9 9.0 8.4 8.7
EBITDA 8.6 49 10.5 6.0 9.3
Operating profit 8.9 7.3 9.8 7.2 9.7
Net profit 5.4 20.5 1.0 5.7 11.3
Profitability (%)
Gross margin 31.1 31.9 32.2 31.8 321
EBITDA margin 13.2 12.8 13.0 12.7 12.8
Operating margin 15.1 15.0 15.1 15.0 15.1
Net margin 10.7 11.9 11.0 10.8 11.0
ROAA 12.5 13.9 12.9 12.3 12.5
ROAE 20.5 22.2 20.3 19.4 19.6
Leverage
Net Gearing (x) (0.3) (0.1) (0.1) (0.1) (0.1)
Interest Coverage (x) 34.9 25.6 27.4 189 29.4

Source : ICBP, Danareksa Estimates

DISCLAIMER
The information contained in this report has been taken from sources which we deem reliable. However, none of P.T. Danareksa Sekuritas and/or its affiliated companies and/or
their respective employees and/or agents makes any representation or warranty (express or implied) or accepts any responsibility or liability as to, orinrelation to, the accuracy or
completeness of the information and opinions contained in this report or as to any information contained in this report or any other such information or opinions remaining
unchanged after the issue thereof.
We expressly disclaim any responsibility or liability (express orimplied) of P.T. Danareksa Sekuritas, its affiliated companies and their respective employees and agents whatsoever
and howsoever arising (including, without limitation for any claims, proceedings, action , suits, losses, expenses, damages or costs) which may be brought against or suffered by
anyperson as a results of acting in reliance upon the whole or any part of the contents of this report and neither P.T. Danareksa Sekuritas, its affiliated companies or their respective
employees or agents accepts liability for any errors, emissions or mis-statements, negligent or otherwise, in the repert and any liability in respect of the report or any inaccuracy
therein or emission therefrom which might otherwise arise is hereby expresses disclaimed.
The information contained in this report is not be taken as any recommendation made by P.T. Danareksa Sekuritas or any other person to enter into any agreement with regard to
any investment mentioned in this decument. This report is prepared for general circulation. It does not have regards to the specific person who may receive this report. In
considering any investments you should make your own independent assessment and seek your own professional financial and legal advice.

www.danareksa.com See important disclosure at the back of this report 4



