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e Stay BUY, new IDR14,300 TP from IDR12,500, 26% upside. Our ground
checks indicate that Indofood CBP’s strong performance should continue,
especially its core noodles wing — it is this market segment’s undisputed
leader while falling wheat prices bode well for this business, which
contributed ¢.80% to 1Q23 operating profit. Newly launched products have
also done well and we roll forward our valuation base to 2024F. We expect
FX to pose a minimal issue in 2Q23 as the USD/IDR averaged c.IDR15k in
1Q23 vs IDR14.8k in 2Q23. Indonesia Research
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e Brighter future for noodle products... ICBP’s recently launched Ramen
Series has gained strong momentum. This product is selling massively — it
was previously a limited edition offering — and can already be found in many
modern trade channels. Our recent visit to Jakarta Fair 2023 (Jakarta Fair) Share Performance (%)
also saw its Indomie booths attracting a lot of consumers. While our channel N m 3m 6m 12m
checks show instant noodle prices remaining steady YTD in most areas in
Java, margins should improve. This is as the prices of this product's key ~ Absolute 133 (04 124 110 202
raw materials — wheat and CPO — have dropped 18.5% and 10.1% YTD. In Relative 151  (1.0) 130 9.4 203
2Q23, wheat prices declined 38.9% YoY (-10.2% QoQ) while CPO prices 52-wk Price low/high (IDR) 8,300 — 11,700
fell 41.5% YoY (-4.5% QoQ).

e ...with minimal concerns over overseas sales. Despite news about recall
on Indomie Chicken Flavour Products in Taiwan and Malaysia, we have not ~_Indofood CBP (ICBP 1)
seen other countries following suit. We understand that Nigeria’s National Price Close ==~ Relatve o Jakarta Composte Index (RAS)
Agency for Food & Drug Administration plans to investigate this product
(and possibly others), but no further details on the process have been o
announced. There are also zero sanctions imposed on Indomie products — o
a positive, as Nigeria is one of the ICBP’s top export markets. While its

P (
Special Chicken product has not returned to Taiwan, ICBP’s most 900 . S g e
prominent flavour — Indomie Mi Goreng — is still sold and easily found at 0N s o
supermarkets and mini-markets there, which will help support sales in our B V) v,-..j" o
view. Note: We estimate Taiwan’s sales only making up <1% of ICBP’s 8.400 R o
revenue. We learnt that Mi Goreng is sold at prices that are ¢.13% lower T R R R RN R
than its competitors, but are 2x more expensive than its Indonesia price. 2355585558835 38¢8535358¢8553

e Looming concerns. Though 2Q23 skim milk prices were down 6.7% QoQ
(-41% YoY), we see volume growth challenges ahead, as well as rising
sugar prices that might curb margins improvements — nothing that sugar (a
key raw material) prices have soared 20.6% QoQ (+30.2% YoY) during this
period. Notwithstanding ICBP’s ultra-high temperature or UHT milk’s
competitive pricing, we believe feasibility and availability are key
challenges. Our ground checks show that Indomilk products have not been

Source: Bloomberg

able to gain strategic positions — ie at eye level on shelves — at major Overall ESG Score: 3.0 (out of 4)

modern trade channels while its booths have not been able to entice visitor E: EXCELLENT

numbers vis-a-vis other competitors. While we see strong interest in ICBP’s ICBP has implemented various programmes to ensure
Espessia ice cream, we believe its impact will be minimal for now. sound environmental management practices. These

initiatives are focused on regulatory compliance, efficient

e As we apply no ESG discount/premium to our TP, as its ESG score is use of resources, proper management of water and

the same as our country median of 3.0, we derive a new TP of IDR14,300. treatment of waste, utilisation of renewable energy sources,
We also maintain our BUY call. and mitigation of greenhouse gases.
S: GOOD

Forecasts and Valuation Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F ICBP develops its human Capital thl’OUgh a wide range of
Total turnover (IDRb) 56,804 64,798 72,459 79,927 87,033 training and development programmes to improve people
Recurring net profit (IDRb) 6,250 3,785 8,286 9,450 10,662 competency. All ICBP employees are also free to
Recurring net profit growth (%) 16.0 (39.4) 118.9 14.0 12.8 participate in any labour unions. The company also
Recurring P/E (x) 21.13 34.89 15.94 13.08 12.39 operates a fleet of mqplle clinic throughout Java ar_ld_ Medan
P/B () 39 36 31 27 - under Indofood' Nutrition Care programme, prowdmg free
PICF (x) 8.99 na 13.24 12.08 10.98 healthcare services and educating communities.
Dividend Yield (%) 2.7 2.7 1.7 3.4 3.8 G: GOOD .
EV/EBITDA (x) 1272 1251 0.60 858 770 Among the other staples companies, ICBP has shown poor

corporate governance practices, and many of its related

Return on average equity (%) 20.1 13.0 22.5 21.9 21.6 .
party transactions have been red-flagged.

Net debt to equity (%) 38.6 52.4 34.1 21.8 11.1

Source: Company data, RHB

See important disclosures at the end of this report RHB‘
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Buy

Valuation basis

We derive our 12-month target price based on 10-year
DCF.

Key drivers

i. Defensive noodles demand;

ii. Solid margins improvement from declining
commodity prices;

ii. Stronger traction from Pinehill's market in 2H23
given seasonality.

Key risks

i. Unfavourable weather might translate to higher
raw material prices;
ii. IDR depreciation.

Company Profile

Indofood CBP manufactures instant noodles, dairy,
baby food, food seasonings, coffee, and snacks.

Source: Company data, RHB

Financial summary (IDR) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F
Recurring EPS 535.97 324.55 710.56 810.30 914.23
DPS 311.27 302.94 196.68 383.61 431.19
BVPS 2,923.19 3,131.44 3,701.98 4,180.75 4,709.63
Return on average equity (%) 20.1 13.0 225 219 216
Valuation metrics Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F
Recurring P/E (x) 21.13 34.89 15.94 13.98 12.39
P/B (x) 3.9 3.6 3.1 2.7 2.4
FCF Yield (%) 9.6 (5.2) 5.4 6.9 7.7
Dividend Yield (%) 2.7 2.7 1.7 3.4 3.8
EV/EBITDA (x) 12.72 12.51 9.60 8.58 7.70
EV/EBIT (x) 14.12 13.85 10.29 9.14 8.17
Income statement (IDRb) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F
Total turnover 56,804 64,798 72,459 79,927 87,933
Gross profit 20,287 21,792 26,704 29,830 33,062
EBITDA 12,816 13,743 17,329 18,917 20,507
Depreciation and amortisation (1,271) (1,329) (1,153) (1,170) (1,184)
Operating profit 11,545 12,414 16,176 17,747 19,322
Net interest (1,786) (5,944) (2,615) (2,325) (1,967)
Pre-tax profit 9,945 7,525 14,431 16,221 18,058
Taxation (2,035) (1,803) (3,463) (3,893) (4,334)
Reported net profit 6,399 4,587 8,947 10,057 11,196
Recurring net profit 6,250 3,785 8,286 9,450 10,662
Cash flow (IDRb) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F
Change in working capital 7,169 (11,047) (528) (706) (766)
Cash flow from operations 14,689 (5,351) 9,975 10,930 12,029
Capex (1,977) (1,477) (2,817) (1,783) (1,898)
Cash flow from investing activities (2,267) 2,934 (1,815) (1,825) (1,964)
Cash flow from financing activities (1,579) (2,221) (5,711) (7,608) (8,034)
Cash at beginning of period 9,535 20,378 15,741 18,190 19,688
Net change in cash 10,842 (4,637) 2,449 1,498 2,030
Ending balance cash 20,378 15,741 18,190 19,688 21,718
Balance sheet (IDRb) Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F
Total cash and equivalents 20,378 15,741 18,190 19,688 21,718
Tangible fixed assets 14,176 14,521 15,782 15,986 16,285
Total investments 11,069 11,169 11,169 11,169 11,169
Total assets 118,015 115,306 119,372 122,774 126,967
Short-term debt 838 1,312 1,211 1,302 1,402
Total long-term debt 40,731 44,516 39,516 34,516 29,516
Total liabilities 63,075 57,833 53,225 48,772 44,269
Total equity 54,941 57,473 66,147 74,001 82,697
Total liabilities & equity 118,015 115,306 119,372 122,774 126,967
Key metrics Dec-21 Dec-22 Dec-23F Dec-24F Dec-25F
Revenue growth (%) 21.8 14.1 11.8 10.3 10.0
Recurrent EPS growth (%) 16.0 (39.4) 118.9 14.0 12.8
Gross margin (%) 35.7 33.6 36.9 37.3 37.6
Operating EBITDA margin (%) 22.6 21.2 239 23.7 23.3
Net profit margin (%) 11.3 7.1 12.3 12.6 12.7
Dividend payout ratio (%) 56.7 77.0 25.6 44.5 44.9
Capex/sales (%) 35 2.3 3.9 2.2 2.2
Interest cover (x) 5.87 2.01 5.67 7.08 8.93

See important disclosures at the end of this report
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Figure 1: ICBP’s 5-year P/E band
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Source: Company data, RHB

Figure 2: ICBP’s recently launched Indomie Ramen Series has booked positive traction and is being sold on a more

massive scale

Grand Lucky

Alfamart

RHBS
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Figure 3: Indomie’s Jakarta Fair booth managed to entice of plenty consumers

4 ICBP opened several booths to attract a lot
of buyers to sample the food available

¢ These booths offered Indomie-based
dishes to educate consumers on how to
transform ICBP’s instant noodle offerings
into more complex meals

¢ The company promoted the newly
launched Indomie Ramen Series along
with other legacy products

Source: Company data, RHB

Figure 4: Instant noodles prices in West Java

31-Dec-22 31-Jan-23 28-Feb-23 31-Mar-23 30-Apr-23 31-May-23 30-Jun-23
Kota Bandung=~ 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kota Banjar<> 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kota Bekasi<> 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kota Bogor<> 3,500 3,500 3,500 3,500 3,500 3,500 3,500
Kota Cimahi*" 2,800 2,800 2,800 2,800 2,767 2,767 2,767
Kota Cirebon"" 3,050 3,050 3,050 3,057 3,000 3,000 3,000
Kota Depok=<~ 2,800 2,800 2,800 2,800 2,800 2,800 2,800
Kota Sukabumi<> 2,900 2,900 2,900 2,900 2,900 2,900 2,900
Kota Tasikmalaya<> 2,800 2,800 2,800 2,800 2,800 2,800 2,800
Kab. Bandung=<> 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Bandung Barat"" 3,070 3,067 3,033 3,033 3,033 3,033 3,033
Kab. Bogor"" 3,100 2,900 3,000 3,000 3,000 3,000 3,000
Kab. Ciamis™ 2,100 2,100 2,100 2,875 2,875 2,875 2,875
Kab. Cianjur™* 3,050 3,150 3,150 3,150 3,188 3,150 3,188
Kab. Cirebon<> 2,800 2,800 2,800 2,800 2,800 2,800 2,800
Kab. Garut<> 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Indramayu<” 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Karawang=~ 3,500 3,500 3,500 3,500 3,500 3,500 3,500
Kab. Kuningan<> 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Majalengka< > 2,960 2,960 2,960 2,960 2,960 2,960 2,960
Kab. Pangandaran<” 2,900 2,900 2,900 2,900 2,900 2,900 2,900
Kab. Purwakarta<> 2,933 2,933 2,933 2,933 2,933 2,933 2,933
Kab. Sabang=<~ 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Sukabumi<> 2,975 2,975 2,975 2,975 2,975 2,975 2,975
Kab. Sumedang™ 2,800 2,867 2,867 2,867 2,867 2,867 2,867

Note: < > — prices remained unchanged

Note 2: v— prices trending down

Note 3: ™ — prices trending up

Source: West Java Inflation Control Information System

See important disclosures at the end of this report R"B’
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Figure 5: Instant noodles prices in Central Java

31-Dec-22 31-Jan-23 28-Feb-23 10-Mar-23 31-Mar-23 30-Apr-23 31-May-23 30-Jun-23
Kab. Banyumas<~ 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Purbalingga™ 2,733 2,767 2,767 2,767 2,767 2,767 2,767 2,750
Kab. Kebumen=> 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Purworejo<> 3,125 3,125 3,125 3,125 3,125 3,125 3,125 3,125
Kab. Wonosobo<> 3,100 3,100 3,100 3,100 3,100 3,100 3,100 3,100
Kab. Magelang* 2,800 2,500 2,500 2,500 2,500 2,500 2,500 2,500
Kab. Boyolali<> 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Klaten<~> 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Sukoharjo<> 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Wonogiri<> 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Karanganyar=<> 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Sragen™ 2,883 2,883 2,883 2,933 2,983 2,983 2,983 2,983
Kab. Grobogan<> 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Blora<> 2,550 2,550 2,550 2,550 2,600 3,000 3,000 3,000
Kab. Pati<> 2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500
Kab. Kudus™ 2,500 2,500 2,900 2,900 3,000 3,000 3,000 3,000
Kab. Jepara<~ 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Demak=~ 2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500
Kab. Temanggung<> 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Kendal<> 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Batang=<> 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Pekalongan<> 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Pemalang<” 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Tegal™ 2,800 2,800 2,800 2,800 3,000 3,000 3,000 3,000
Kab. Brebes* 3,500 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kota Magelang™ 2,700 2,900 2,900 2,900 2,900 2,900 2,900 2,900
Kota Surakarta<> 2,800 2,800 2,800 2,800 2,800 2,800 2,800 2,800
Kota Semarang=> 3,000 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kota Pekalongan™* 3,100 3,500 3,500 3,500 3,500 3,500 3,500 3,500
Kota Tegal™ 2,400 2,600 2,600 2,600 2,600 2,700 2,700 2,700

Note: < > — prices remained unchanged

Note 2: vv — prices trending down

Note 3: ™ — prices trending up

Source: Central Java Commodity Production and Price Information System

See important disclosures at the end of this report R"B‘
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Figure 6: Instant noodles prices in East Java

31-Dec-22 31-Jan-23 28-Feb-23 31-Mar-23 30-Apr-23 31-May-23 30-Jun-23
Kab. Bangkalan<~ 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Banyuwangi™ 2,900 2,900 2,900 2,940 3,000 3,000 3,000
Kab. Blitar™ 3,000 3,000 3,100 3,200 3,200 3,200 3,200
Kab. Bojonegoro™ 2,500 2,750 2,750 3,000 3,000 3,000 3,000
Kab. Bondowoso™ 2,500 2,500 2,500 2,712 2,712 2,725 2,725
Kab. Gresik™ 3,167 3,167 3,333 3,333 3,333 3,333 3,333
Kab. Jember " 2,960 2,960 2,950 2,950 2,933 2,933 2,950
Kab. Jombang ¥ 3,000 3,000 2,900 2,900 2,900 2,900 2,900
Kab. Kediri *¥ 3,100 2,900 2,933 2,933 2,933 2,933 2,933
Kab. Lamongan<~ 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Lumajang=<~ 3,500 3,500 3,500 3,500 3,500 3,500 3,500
Kab. Magetan=<> 2,900 2,900 2,900 2,900 2,900 2,900 2,900
Kab. Malang™* 3,000 3,000 3,000 3,000 3,500 3,500 3,500
Kab. Mojokerto™ 2,950 2,950 2,950 3,000 2,975 2,975 2,987
Kab. Nganjuk™ 2,733 2,900 2,900 2,900 2,900 2,900 2,900
Kab. Ngawi<> 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Pacitan™* 3,167 3,167 3,333 3,433 3,500 3,500 3,500
Kab. Pamekasan™* 3,000 3,250 3,250 3,250 3,250 3,500 3,500
Kab. Pasuruan<> 2,933 2,933 2,933 2,933 2,933 2,933 2,933
Kab. Probolinggo™ 2,967 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Sampang<~> 3,500 3,500 3,500 3,166 3,500 3,500 3,500
Kab. Sidoarjo<~ 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Situbondo=<~ 2,733 2,733 2,733 2,733 2,766 2,766 2,766
Kab. Sumenep<~ 3,500 3,500 3,500 3,500 3,500 3,500 3,500
Kab. Trenggalek<”> 3,500 3,500 3,500 3,500 3,500 3,500 3,500
Kab. Tuban<~ 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kab. Tulungagung *¥ 3,067 3,067 3,067 3,066 3,066 3,066 3,066
Kota Batu *" 3,250 3,175 3,175 3,175 3,175 3,175 3,175
Kota Blitar<> 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kota Kediri<> 3,000 3,000 3,000 3,000 3,000 3,000 3,000
Kota Madiun *" 2,667 2,667 2,667 2,666 2,666 2,666 2,666
Kota Malang™ 3,083 3,017 3,050 3,133 3,133 3,133 3,133
Kota Mojokerto™ 3,000 3,000 3,000 3,000 3,000 3,250 3,250
Kota Pasuruan™ 2,800 2,900 2,900 2,900 2,900 2,900 2,900
Kota Probolinggo " 2,867 2,867 2,867 2,866 2,866 2,866 2,866
Kota Surabaya“” 3,133 3,133 3,150 3,133 3,133 3,133 3,133

Note: < > — prices remained unchanged

Note 2: vv — prices trending down

Note 3: ™ — prices trending up

Source: East Java Main Commodity Availability and Price Trend Information Centre

See important disclosures at the end of this report R"B‘
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Figure 7: Instant noodle products comparisons in Taiwan
. . Price Pricelg
Product name Weight (in g) (in IDR: NTD1 = IDR490) (in IDR)
Wei Lih Meh 90 8,820 98
Uni President Beef Flavour 90 8.820 98
Instant Noodle
Uni President Minced Pork
Flavour Instant Noodle 85 8,820 104
Wei Wei A Series Instant
Noodles (Chicken Flavour) 90 8,820 98
Indomie Mi Goreng 85 7,350 86

il

Source: Compay ata, RHB

See important disclosures at the end of this report
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Figure 8: Indomie Mi Goreng variants are favoured Taiwan

¢ They can be easily found at supermarkets
or mini-markets in Taiwan

¢ They are either sold in cups or in packages

Source: Company data, RHB

Figure 9: Indomilk booths at Jakarta Fair

Indomilk booth at Jakarta Fair Indomilk UHT Korean Series booth at Jakarta Fair

4 Not many people visited these two booths

¢ Despite opening a special booth for its
UHT Korean Series and the opportunity to
take pictures in traditional South Korean
traditional clothes, we did not see a lot of
visitors to this booth

Source: Company data, RHB

Figure 10: Competitors’ UHT milk booths at Jakarta Fair

Ultrajaya’s booth and cart Milk Life’s booth and cart

—— 4 Other UHT milk players such as Ultrajaya
BR : Milk Industry (Ultrajaya) (ULTJ 13, NR),
z Cisarua Mountain Dairy (Cimory) (CMRY
13, NR), and Milk Life managed to gain

more traction

4 Those companies even had mobile carts
that are able to move around and get
closer to their customers

¢ Milk Life is trying to strengthen its sales
strategy by offering BTS tie-in
merchandise — we have not seen this
initiative gain traction amongst consumers

¢ Cimory has limited products offerings,
which are able to successful attracted
visitors to the fair

Source: Company data, RHB

See important disclosures at the end of this report R"B’
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Figure 11: UHT milk pricing comparisons

Brand name Volume (in ml) Price (in IDR) Price per ml (in IDR)
Greenfield UHT Choco Malt / Full Cream 250 6,950 27.8
Greenfields UHT Choco Malt / Strawberry / Full cream TP 125 3,950 31.6
Cimory UHT Bebas Laktosa 250 6,900 27.6
Diamond Susu Coklat / Full Cream / Strawberry 200 5,200 26.0

Diamond Milk All Variant 125 3,200 25.6

Frisian Flag UHT Choco / Full Cream / Strawberry 225 6,200 27.6
Frisian Flag Low fat Choco / Vanilla / Strawberry 225 6,900 30.7
Frisian Flag Milky Coklat 180 4,900 27.2
Frisian Flag Junior Plain / Choco / Strawberry TP 110 3,150 28.6
Nestle goodNes Jahe Madu / Kencur / Kurma / Full 180 5,200 28.9
Milo UHT Choco 110 3,200 29.1
Milo Actigen-E UHT 180 5,500 30.6
Dancow Fortigro Cokelat 180 6,700 37.2
Dancow UHT Fortigo Coklat TP 110 3,900 35.5
Ultra Milk Low Fat Choco / Plain 250 7,500 30.0
Ultra Milk Choco / Plain / Mocca 250 6,900 27.6
Ultra Milk Taro / Karamel 200 5,700 28.5
Ovaltine Tetra 125 2,950 23.6
Ovaltine Tetra 200 2,950 14.8
Tango Berry Dremno Strawberry 200 5,200 26.0
HILO Active Tiramisu TP 200 8,500 425
HILO Chocolate Taro/ Chocolate Avocado/ Thai Tea TP 200 7,500 37.5
HILO Milky Vanilla Cookies TP 200 8,900 44.5
HILO School Cotton Candy/ Choco TP 200 8,500 425
HILO Teen Choco 200 8,500 42.5
Milk Life UHT Chocolate TP (BT21) 125 2,900 23.2
Milk Life UHT Chocolate TP (BT21) 200 4,900 24.5
Milk Life UHT Plain/ Susu Segar Kurma / Strawberry 200 4,900 24.5

Source: Grand Lucky, RHB

See important disclosures at the end of this report 9 -
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Figure 12: ICBP also sold its recently launched ice cream brand at the fair...

‘ gseessia

s Porong

4

Source: Company data, RHB

Figure 13: ...and traction seemed stronger than its competitors

Source: Company data, RHB

¢ We saw strong interest for ICBP’s

Espessia ice cream offerings (both at the
booth and mobile cart)

This should be positive in terms of
increasing the popularity of its news
products with consumers while increasing
the ramp-up period

However, we believe Espessia’s impact
will be minimal at this time

The other competitors — Campina Ice
Cream Industry (CAMP 1J, NR) and Walls
from Unilever Indonesia (UNVR 1J, BUY,
IDR4,700) — were not able to entice as
much visitors

See important disclosures at the end of this report
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Indofood CBP Indonesia Ground Checks

11 July 2023 Consumer Non-cyclical | Food & Beverage Products

Figure 14: Our ground checks found that Indomilk products are not strategically placed —ie at eye level — within major
modern trade outlets
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Source: Company data, RHB

See important disclosures at the end of this report
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Figure 15 DCF valuation

IDRbn 2024F 2025F 2026F 2027F 2028F 2029F 2030F 2031F 2032F 2033F 2034F
EBIT 17,747 19,322 21,170 23,143 25,116 27,253 29,435 31,986 34,199 36,687 39,315
EBIT (1-t) 13,488 14,685 16,089 17,588 19,088 20,712 22,371 24,310 25,991 27,882 29,879
Depreciation & 1,170 1,184 1,191 1,195 1,193 1,187 1,173 1,151 1,126 1,092 1,051
amortisation

Change in

working capital (1,132) (1,223) (1,327) (1,431) (1,545) (1,885) (1,992) (2,184) (2,492) (2,609) (2,838)
Capex (1,783) (1,898) (1,905) (2,011) (2,113) (2,256) (2,268) (2,328) (2,596) (2,645) (2,805)

Net free cash flow 11,742 12,748 14,048 15,341 16,623 17,759 19,283 20,948 22,029 23,720 25,287
to firm

. 279,694

Terminal Value

PV 11,742 11,518 11,468 11,316 11,079 10,694 10,492 10,298 9,785 9,520 110,591

'I_'otal discounted 218,503

firm value

Less: Net debt 30,088

Less: Minority

interest 20,954

Equity value 167,461

Number of shares 12

(bn)

Equity value per

share (IDR) 14,360

Assumption

Risk free rate 6.5%

Beta 1.1

Equity market

premium 6%

WACC 10.7%

Terminal growth 2%
Source: RHB

See important disclosures at the end of this report
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Recommendation Chart

Price Close
12 i 600 Recommendations & Target Price
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Buy Neutral Sell Trading Buy
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Source: RHB, Bloomberg
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N oK S K & o W X
Source: RHB

11,000
12,000
12,500

Date Recommendation  Target Price Price
2023-04-18  Buy 12,500 10,200
2022-12-06  Buy 12,500 10,350
2022-09-01  Buy 12,000 8,700
2022-07-07  Buy 12,000 9,475
2021-08-30  Buy 11,000 8,600
2021-07-02  Buy 12,100 8,425
2021-03-24  Buy 11,900 9,250
2020-12-01  Buy 11,500 10,100
2020-05-25  Neutral 10,000 9,600
2020-03-24  Buy 11,700 8,300
2019-12-27  Neutral 11,700 11,175
2019-08-01  Buy 12,300 10,700
2019-03-25  Buy 12,300 9,400
2019-01-30  Buy 12,300 10,775
2018-11-01  Buy 10,300 8,925

Source: RHB, Bloomberg

See important disclosures at the end of this report
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RHB Guide to Investment Ratings

Buy: Share price may exceed 10% over the next 12 months

Trading Buy: Share price may exceed 15% over the next 3 months, however longer-
term outlook remains uncertain

Neutral: Share price may fall within the range of +/- 10% over the next
12 months

Take Profit: ~ Target price has been attained. Look to accumulate at lower levels

Sell: Share price may fall by more than 10% over the next 12 months

Not Rated: Stock is not within regular research coverage

Investment Research Disclaimers

RHB has issued this report for information purposes only. This report is intended for
circulation amongst RHB and its affiliates’ clients generally or such persons as may be
deemed eligible by RHB to receive this report and does not have regard to the specific
investment objectives, financial situation and the particular needs of any specific person
who may receive this report. This report is not intended, and should not under any
circumstances be construed as, an offer or a solicitation of an offer to buy or sell the
securities referred to herein or any related financial instruments.

This report may further consist of, whether in whole or in part, summaries, research,
compilations, extracts or analysis that has been prepared by RHB’s strategic, joint
venture and/or business partners. No representation or warranty (express or implied)
is given as to the accuracy or completeness of such information and accordingly
investors should make their own informed decisions before relying on the same.

This report is not directed to, or intended for distribution to or use by, any person or
entity who is a citizen or resident of or located in any locality, state, country or other
jurisdiction where such distribution, publication, availability or use would be contrary to
the applicable laws or regulations. By accepting this report, the recipient hereof (i)
represents and warrants that it is lawfully able to receive this document under the laws
and regulations of the jurisdiction in which it is located or other applicable laws and (ji)
acknowledges and agrees to be bound by the limitations contained herein. Any failure
to comply with these limitations may constitute a violation of applicable laws.

All the information contained herein is based upon publicly available information and
has been obtained from sources that RHB believes to be reliable and correct at the
time of issue of this report. However, such sources have not been independently
verified by RHB and/or its affiliates and this report does not purport to contain all
information that a prospective investor may require. The opinions expressed herein
are RHB’s present opinions only and are subject to change without prior notice. RHB
is not under any obligation to update or keep current the information and opinions
expressed herein or to provide the recipient with access to any additional information.
Consequently, RHB does not guarantee, represent or warrant, expressly or impliedly,
as to the adequacy, accuracy, reliability, fairness or completeness of the information
and opinion contained in this report. Neither RHB (including its officers, directors,
associates, connected parties, and/or employees) nor does any of its agents accept
any liability for any direct, indirect or consequential losses, loss of profits and/or
damages that may arise from the use or reliance of this research report and/or further
communications given in relation to this report. Any such responsibility or liability is
hereby expressly disclaimed.

Whilst every effort is made to ensure that statement of facts made in this report are
accurate, all estimates, projections, forecasts, expressions of opinion and other
subjective judgments contained in this report are based on assumptions considered to
be reasonable and must not be construed as a representation that the matters referred
to therein will occur. Different assumptions by RHB or any other source may yield
substantially different results and recommendations contained on one type of research
product may differ from recommendations contained in other types of research. The
performance of currencies may affect the value of, or income from, the securities or
any other financial instruments referenced in this report. Holders of depositary receipts
backed by the securities discussed in this report assume currency risk. Past
performance is not a guide to future performance. Income from investments may
fluctuate. The price or value of the investments to which this report relates, either
directly or indirectly, may fall or rise against the interest of investors.

This report may contain comments, estimates, projections, forecasts and expressions
of opinion relating to macroeconomic research published by RHB economists of which
should not be considered as investment ratings/advice and/or a recommendation by
such economists on any securities discussed in this report.

This report does not purport to be comprehensive or to contain all the information that a
prospective investor may need in order to make an investment decision. The recipient of
this report is making its own independent assessment and decisions regarding any
securities or financial instruments referenced herein. Any investment discussed or
recommended in this report may be unsuitable for an investor depending on the investor's
specific investment objectives and financial position. The material in this report is general
information intended for recipients who understand the risks of investing in financial
instruments. This report does not take into account whether an investment or course of
action and any associated risks are suitable for the recipient. Any recommendations
contained in this report must therefore not be relied upon as investment advice based on
the recipient's personal circumstances. Investors should make their own independent
evaluation of the information contained herein, consider their own investment objective,
financial situation and particular needs and seek their own financial, business, legal, tax
and other advice regarding the appropriateness of investing in any securities or the
investment strategies discussed or recommended in this report.

This report may contain forward-looking statements which are often but not always
identified by the use of words such as “believe”, “estimate”, “intend” and “expect” and
statements that an event or result “may”, “will” or “might” occur or be achieved and
other similar expressions. Such forward-looking statements are based on assumptions
made and information currently available to RHB and are subject to known and
unknown risks, uncertainties and other factors which may cause the actual results,
performance or achievement to be materially different from any future results,
performance or achievement, expressed or implied by such forward-looking
statements. Caution should be taken with respect to such statements and recipients
of this report should not place undue reliance on any such forward-looking statements.
RHB expressly disclaims any obligation to update or revise any forward-looking
statements, whether as a result of new information, future events or circumstances
after the date of this publication or to reflect the occurrence of unanticipated events.

The use of any website to access this report electronically is done at the recipient's own
risk, and it is the recipient’s sole responsibility to take precautions to ensure that it is free
from viruses or other items of a destructive nature. This report may also provide the
addresses of, or contain hyperlinks to, websites. RHB takes no responsibility for the
content contained therein. Such addresses or hyperlinks (including addresses or
hyperlinks to RHB own website material) are provided solely for the recipient’s
convenience. The information and the content of the linked site do not in any way form
part of this report. Accessing such website or following such link through the report or
RHB website shall be at the recipient’s own risk.

This report may contain information obtained from third parties. Third party content
providers do not guarantee the accuracy, completeness, timeliness or availability of any
information and are not responsible for any errors or omissions (negligent or otherwise),
regardless of the cause, or for the results obtained from the use of such content. Third
party content providers give no express or implied warranties, including, but not limited
to, any warranties of merchantability or fithess for a particular purpose or use. Third party
content providers shall not be liable for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs, expenses, legal fees,
or losses (including lost income or profits and opportunity costs) in connection with any
use of their content.

The research analysts responsible for the production of this report hereby certifies that
the views expressed herein accurately and exclusively reflect his or her personal views
and opinions about any and all of the issuers or securities analysed in this report and
were prepared independently and autonomously. The research analysts that authored
this report are precluded by RHB in all circumstances from trading in the securities or
other financial instruments referenced in the report, or from having an interest in the
company(ies) that they cover.

The contents of this report is strictly confidential and may not be copied, reproduced,
published, distributed, transmitted or passed, in whole or in part, to any other person
without the prior express written consent of RHB and/or its affiliates. This report has
been delivered to RHB and its affiliates’ clients for information purposes only and upon
the express understanding that such parties will use it only for the purposes set forth
above. By electing to view or accepting a copy of this report, the recipients have agreed
that they will not print, copy, videotape, record, hyperlink, download, or otherwise
attempt to reproduce or re-transmit (in any form including hard copy or electronic
distribution format) the contents of this report. RHB and/or its affiliates accepts no
liability whatsoever for the actions of third parties in this respect.

The contents of this report are subject to copyright. Please refer to Restrictions on
Distribution below for information regarding the distributors of this report. Recipients
must not reproduce or disseminate any content or findings of this report without the
express permission of RHB and the distributors.

The securities mentioned in this publication may not be eligible for sale in some states
or countries or certain categories of investors. The recipient of this report should have
regard to the laws of the recipient’s place of domicile when contemplating transactions
in the securities or other financial instruments referred to herein. The securities
discussed in this report may not have been registered in such jurisdiction. Without
prejudice to the foregoing, the recipient is to note that additional disclaimers, warnings
or qualifications may apply based on geographical location of the person or entity
receiving this report.

The term “RHB” shall denote, where appropriate, the relevant entity distributing or
disseminating the report in the particular jurisdiction referenced below, or, in every
other case, RHB Investment Bank Berhad and its affiliates, subsidiaries and related
companies.

RESTRICTIONS ON DISTRIBUTION

Malaysia

This report is issued and distributed in Malaysia by RHB Investment Bank Berhad
(“RHBIB”). The views and opinions in this report are our own as of the date hereof and
is subject to change. If the Financial Services and Markets Act of the United Kingdom
or the rules of the Financial Conduct Authority apply to a recipient, our obligations
owed to such recipient therein are unaffected. RHBIB has no obligation to update its
opinion or the information in this report.

Thailand

This report is issued and distributed in the Kingdom of Thailand by RHB Securities
(Thailand) PCL, a licensed securities company that is authorised by the Ministry of
Finance, regulated by the Securities and Exchange Commission of Thailand and is a
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member of the Stock Exchange of Thailand. The Thai Institute of Directors Association
has disclosed the Corporate Governance Report of Thai Listed Companies made
pursuant to the policy of the Securities and Exchange Commission of Thailand. RHB
Securities (Thailand) PCL does not endorse, confirm nor certify the result of the Corporate
Governance Report of Thai Listed Companies.

Indonesia

This report is issued and distributed in Indonesia by PT RHB Sekuritas Indonesia. This
research does not constitute an offering document and it should not be construed as
an offer of securities in Indonesia. Any securities offered or sold, directly or indirectly,
in Indonesia or to any Indonesian citizen or corporation (wherever located) or to any
Indonesian resident in a manner which constitutes a public offering under Indonesian
laws and regulations must comply with the prevailing Indonesian laws and regulations.

Singapore

This report is issued and distributed in Singapore by RHB Bank Berhad (through its
Singapore branch) which is an exempt capital markets services entity and an exempt
financial adviser regulated by the Monetary Authority of Singapore. RHB Bank Berhad
(through its Singapore branch) may distribute reports produced by its respective
foreign entities, affiliates or other foreign research houses pursuant to an arrangement
under Regulation 32C of the Financial Advisers Regulations. Where the report is
distributed in Singapore to a person who is not an Accredited Investor, Expert Investor
or an Institutional Investor, RHB Bank Berhad (through its Singapore branch) accepts
legal responsibility for the contents of the report to such persons only to the extent
required by law. Singapore recipients should contact RHB Bank Berhad (through its
Singapore branch) in respect of any matter arising from or in connection with the report.

United States

This report was prepared by RHB is meant for distribution solely and directly to “major”
U.S. institutional investors as defined under, and pursuant to, the requirements of Rule
15a-6 under the U.S. Securities and Exchange Act of 1934, as amended (the
“Exchange Act”) via a registered U.S. broker-dealer as appointed by RHB from time to
time. Accordingly, any access to this report via Bursa Marketplace or any other
Electronic Services Provider is not intended for any party other than “major” US
institutional investors (via a registered U.S broker-dealer), nor shall be deemed as
solicitation by RHB in any manner. RHB is not registered as a broker-dealer in the
United States and currently has not appointed a U.S. broker-dealer. Additionally, RHB
does not offer brokerage services to U.S. persons. Any order for the purchase or sale
of all securities discussed herein must be placed with and through a registered U.S.
broker-dealer as appointed by RHB from time to time as required by the Exchange Act
Rule 15a-6. For avoidance of doubt, RHB reiterates that it has not appointed any U.S.
broker-dealer during the issuance of this report. This report is confidential and not
intended for distribution to, or use by, persons other than the recipient and its
employees, agents and advisors, as applicable. Additionally, where research is
distributed via Electronic Service Provider, the analysts whose names appear in this
report are not registered or qualified as research analysts in the United States and are
not associated persons of any registered U.S. broker-dealer as appointed by RHB
from time to time and therefore may not be subject to any applicable restrictions under
Financial Industry Regulatory Authority (“FINRA”) rules on communications with a
subject company, public appearances and personal trading. Investing in any non-U.S.
securities or related financial instruments discussed in this research report may
present certain risks. The securities of non-U.S. issuers may not be registered with, or
be subject to the regulations of, the U.S. Securities and Exchange Commission.
Information on non-U.S. securities or related financial instruments may be limited.
Foreign companies may not be subject to audit and reporting standards and regulatory
requirements comparable to those in the United States. The financial instruments
discussed in this report may not be suitable for all investors. Transactions in foreign
markets may be subject to regulations that differ from or offer less protection than
those in the United States.

DISCLOSURE OF CONFLICTS OF INTEREST

RHB Investment Bank Berhad, its subsidiaries (including its regional offices) and
associated companies, (“RHBIB Group”) form a diversified financial group,
undertaking various investment banking activities which include, amongst others,
underwriting, securities trading, market making and corporate finance advisory.

As a result of the same, in the ordinary course of its business, any member of the
RHBIB Group, may, from time to time, have business relationships with, hold any
positions in the securities and/or capital market products (including but not limited to
shares, warrants, and/or derivatives), trade or otherwise effect transactions for its own
account or the account of its customers or perform and/or solicit investment, advisory
or other services from any of the subject company(ies) covered in this research report.

While the RHBIB Group will ensure that there are sufficient information barriers and
internal controls in place where necessary, to prevent/manage any conflicts of interest
to ensure the independence of this report, investors should also be aware that such
conflict of interest may exist in view of the investment banking activities undertaken by
the RHBIB Group as mentioned above and should exercise their own judgement
before making any investment decisions.

In Singapore, investment research activities are conducted under RHB Bank Berhad
(through its Singapore branch), and the disclaimers above similarly apply.

Malaysia
Save as disclosed in the following link RHB Research conflict disclosures - Jul 2023
and to the best of our knowledge, RHBIB hereby declares that:

1. RHBIB does not have a financial interest in the securities or other capital market
products of the subject company(ies) covered in this report.

2. RHBIB is not a market maker in the securities or capital market products of the
subject company(ies) covered in this report.

3. None of RHBIB’s staff or associated person serve as a director or board member*
of the subject company(ies) covered in this report
*For the avoidance of doubt, the confirmation is only limited to the staff of research
department

4. RHBIB did not receive compensation for investment banking or corporate finance
services from the subject company in the past 12 months.

5. RHBIB did not receive compensation or benefit (including gift and special cost
arrangement e.g. company/issuer-sponsored and paid trip) in relation to the
production of this report.

Thailand

Save as disclosed in the following link RHB Research conflict disclosures - Jul 2023
and to the best of our knowledge, RHB Securities (Thailand) PCL hereby declares that:

1. RHB Securities (Thailand) PCL does not have a financial interest in the securities
or other capital market products of the subject company(ies) covered in this report.

2. RHB Securities (Thailand) PCL is not a market maker in the securities or capital
market products of the subject company(ies) covered in this report.

3. None of RHB Securities (Thailand) PCL'’s staff or associated person serve as a
director or board member* of the subject company(ies) covered in this report

1. *Forthe avoidance of doubt, the confirmation is only limited to the staff of research
department

4. RHB Securities (Thailand) PCL did not receive compensation for investment
banking or corporate finance services from the subject company in the past 12
months.

5. RHB Securities (Thailand) PCL did not receive compensation or benefit (including
gift and special cost arrangement e.g. company/issuer-sponsored and paid trip) in
relation to the production of this report.

Indonesia

Save as disclosed in the following link RHB Research conflict disclosures - Jul 2023

and to the best of our knowledge, PT RHB Sekuritas Indonesia hereby declares that:

1. PT RHB Sekuritas Indonesia and its investment analysts, does not have any
interest in the securities of the subject company(ies) covered in this report.

For the avoidance of doubt, interest in securities include the following:

a) Holding directly or indirectly, individually or jointly own/hold securities or
entitled for dividends, interest or proceeds from the sale or exercise of the
subject company’s securities covered in this report™;

Being bound by an agreement to purchase securities or has the right to
transfer the securities or has the right to pre subscribe the securities*.

Being bound or required to buy the remaining securities that are not
subscribed/placed out pursuant to an Initial Public Offering*.

Managing or jointly with other parties managing such parties as referred to in
(a), (b) or (c) above.

PT RHB Sekuritas Indonesia is not a market maker in the securities or capital
market products of the subject company(ies) covered in this report.

None of PT RHB Sekuritas Indonesia’s staff** or associated person serve as a
director or board member* of the subject company(ies) covered in this report.

PT RHB Sekuritas Indonesia did not receive compensation for investment banking
or corporate finance services from the subject company in the past 12 months.
PT RHB Sekuritas Indonesia** did not receive compensation or benefit (including
gift and special cost arrangement e.g. company/issuer-sponsored and paid trip) in
relation to the production of this report:

Notes:

*The overall disclosure is limited to information pertaining to PT RHB Sekuritas
Indonesia only.

**The disclosure is limited to Research staff of PT RHB Sekuritas Indonesia only.

b)
c)
d)

Singapore

Save as disclosed in the following link RHB Research conflict disclosures - Jul 2023
and to the best of our knowledge, the Singapore Research department of RHB Bank
Berhad (through its Singapore branch) hereby declares that:

1. RHB Bank Berhad, its subsidiaries and/or associated companies do not make a
market in any issuer covered by the Singapore research analysts in this report.
RHB Bank Berhad, its subsidiaries and/or its associated companies and its
analysts do not have a financial interest (including a shareholding of 1% or more)
in the issuer covered by the Singapore research analysts in this report.

RHB Bank Berhad’s Singapore research staff or connected persons do not serve
on the board or trustee positions of the issuer covered by the Singapore research
analysts in this report.

RHB Bank Berhad, its subsidiaries and/or its associated companies do not have
and have not within the last 12 months had any corporate finance advisory
relationship with the issuer covered by the Singapore research analysts in this
report or any other relationship that may create a potential conflict of interest.
RHB Bank Berhad’s Singapore research analysts, or person associated or
connected to it do not have any interest in the acquisition or disposal of, the
securities, specified securities based derivatives contracts or units in a collective
investment scheme covered by the Singapore research analysts in this report.
RHB Bank Berhad’s Singapore research analysts do not receive any
compensation or benefit in connection with the production of this research report
or recommendation on the issuer covered by the Singapore research analysts.

2.

Analyst Certification
The analyst(s) who prepared this report, and their associates hereby, certify that:
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https://research.rhbtradesmart.com/view-file/hash/284074820936818164a7c6d668964
https://research.rhbtradesmart.com/view-file/hash/284074820936818164a7c6d668964
https://research.rhbtradesmart.com/view-file/hash/284074820936818164a7c6d668964
https://research.rhbtradesmart.com/view-file/hash/284074820936818164a7c6d668964

(1) they do not have any financial interest in the securities or other capital market
products of the subject companies mentioned in this report, except for:

[ Analyst [ Company |

(2) no part of his or her compensation was, is or will be directly or indirectly related to
the specific recommendations or views expressed in this report.
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