Charoen Pokphand Indonesia Thk (CPIN)

Performance Overshadowed by Raw Material Price
Increases

CPIN’s revenue throughout 6M22 grew 12.4% YoY, while net profit declined 14.7% YoY. The
increase in raw material prices caused declining profit amid growing revenue. Raw material
costs in 2Q22 jumped 15.6% YoY to IDR9.9 trillion. Meanwhile, positive sentiment came as
CPIN for the first time exported to Singapore, which is expected to increase its financial
performance. In profitability margins, GPM, OPM, and NPM in 2Q22 was booked at 17.4%,
11.3%, and 8.5% respectively.

Broiler Booked Highest Growth

e  Throughout 6M22, CPIN successfully booked a revenue of IDR28.6 trillion or up 12.4% YoY (vs
6M20: IDR25.5 trillion). In 2Q22, revenue was recorded at IDR14.3 trillion (+9.8% YoY; +0.3%
QoQ) compared to 2Q21 which was booked at IDR13.1 trillion.

e  Almost all segments’ revenues grew in 2Q22, with the highest jump booked by Broiler segment
at 22.7% YoY to IDR8.3 trillion. Processed Chicken Segment and Misc. also went up in 2Q22 to
IDR2.1 trillion (+14.3% YoY) and IDR402 billion (11.2% YoY), respectively.

e Amid the sales increase in 2Q22, COGS also went up by 14.1% YoY to IDR11.8 trillion. This is
caused by a 15.6% YoY increase in raw materials to IDR9.9 trillion (vs 2Q21: IDR8.6 trillion).

Profit Contracted amid Revenue Growth

e Theincrease of raw material prices caused gross profit to decline 6.8% YoY to IDR2.5 trillion (vs
2Q21: IDR2.7 trillion). Operating profit contracted 10.8% YoY to IDR1.6 trillion (vs 2Q21: IDR1.8
trillion) amid the increase of 2Q22 operating costs to IDR989.9 billion (+9.2% YoY).

e Meanwhile, the decline can also be seen in 2Q22 net profit, by 11.1% YoY to IDR1.2 trillion (vs
2Q21: IDR1.4 trillion). Meanwhile, in 6M22, net profit was recorded at IDR2.4 trillion (-14.7%
YoY). Profitability margin in 2Q22 was also recorded lower, with GPM at 17.4%, OPM at 11.3%,
and NPM at 8.5% (vs 2Q21 GPM: 20.6%, OPM: 14.0%, and NPM: 10.5%).

First Export to Singapore

®  For the first time, CPIN exported poultry product to Singapore in the form of 1,000 tons of car-
casses which will be sent gradually until the end of 2022 with the first export of 50 tons. This is
expected to increase CPIN’s financial performance.

®  Other than Singapore, CPIN has also exported to Japan, Papua New Guinea, East Timor, and
Qatar. Since 2017 to 6M22, CPIN has exported 500 containers and 1.3 million DOC.

®  Meanwhile, CPIN allocated capital expenditure of around IDR2.5 trillion for 2022 which will be
used to increase the capacity of poultry product business segment.

Recommend Overweight with TP IDR6,600

e We recommend Overweight for CPIN with target price of IDR6,600/share. Our TP implies P/E of
21.4x (P/IE -1 STD) with a potential upside of 10.9%. Meanwhile, risks to our recommendation
are increasing commodity prices, consumer purchasing power, and declining demand for prod-
ucts.

Charoen Pokphand Indonesia Tbk | Summary (IDR Bn)

2021 2022F 2023F 2024F
Revenue 51,698 57,813 62,110 64,071
Growth 21.6% 11.8% 7.4% 3.2%
Net Profit 3,621 4,264 5,079 6,347
Growth -5.1% 17.7% 19.1% 25.0%
EPS (IDR) 221 260 310 387
P/E 26.9x 25.4x 21.3x 17.1x
P/BV 3.9x 3.9x 3.3x 2.7x
EV/EBITDA 7.9x 15.0x 10.0x 7.8x
ROE 14.9% 16.2% 16.8% 17.5%
DER 25.0% 30.3% 24.8% 26.7%
Dividend Yield 1.9% 1.6% 1.8% 2.2%

Source: Company Data, Bloomberg, NHKSI Research
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Performance Highlights

CPIN Revenue Breakdown 2Q22 CPIN Net Revenue (2Q21 - 2Q22)
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INCOME STATEMENT PROFITABILITY & STABILITY

(IDR bn) 202112A 2022M2E 2023M12E 2024/12E 202112A 2022M2E 2023M12E 2024/12E
Sales 51,698 57,813 62,110 64,071 ROE 14.9% 16.2% 16.8% 17.5%
Growth 21.6% 11.8% 7.4% 32% ROA 109% 11.3% 11.8% 12.7%
COGS (43,559) (47532) (50,390) (50594) ROIC 13.9% 14 4% 14 9% 16.1%
Gross Profit 8,139 10,281 11,720 13,478 Cash Dividend (IDR bn) 1,837 1,771 1,956 2,360
Gross Margin 15.7% 17.8% 18.9% 21.0% Dividend Yield 1.9% 16% 18% 22%
Operating Expenses (3,204) (3,969) (4,239) (4,248)  Payout Ratio 481% 48.9% 459% 46.5%
EBIT 4,934 6,312 7,481 9,230 DER 25.0% 30.3% 24 8% 26.7%
EBIT Margin 9.5% 10.9% 12.0% 14.4% Net Gearing 25.0% 30.3% 24 8% 267%
Depreciation 8,044 1,201 3,425 4223 LT Debt to Equity 6.5% 7.7% 6.3% 6.8%
EBITDA 12,978 7,513 10,905 13,453 Capitalization Ratio 20.0% 232% 19.9% 211%
EBITDA Margin 251% 13.0% 17 6% 21.0%  Equity Ratio 71.0% 68.5% 721% 72.3%
Interest Expenses (240) (270) (293) (268)  Debt Ratio 17 7% 20.7% 17.9% 19.3%
EBT 4,634 5,959 7,100 8,871

Income Tax (1,015) (1,695) (2,019) (2,523)  Current Ratio 200.5% 199.3%  2321%  2588%
Minority Interest 2 (1 (1 (1)  ParValue (IDR) 10 10 10 10
Net Profit 3,621 4,264 5,079 6,347 Total Shares (mn) 16,398 16,398 16,398 16,398
Growth 51% 17.7% 19.1% 250% Share Price (IDR) 5,850 6,600 6,600 6,600
Net Profit Margin 7.0% 7.4% 82% 9.9% Market Cap (IDR tn) 976 108.2 108.2 108.2

BALANCE SHEET VALUATION INDEX

(IDR bn) 202112A 202212E 202312E 2024/12E 202112A 2022112E 202312E 2024/12E
Cash 1,803 4147 6,900 14,128 Price /Earnings 26.9x 254x 21.3x 17 1%
Receivables 1,644 1,843 1,980 2,043 Price /Book Value 3.9x 3.9x 3.3x 27X
Inventories 11,588 12,326 13,067 13,120 Price/Sales 1.9x 1.9x 1.7x 1.7x
Total Current Assets 15,715 19,250 22,706 30,082 PE/EPS Growth -5.3x 1.4x 1.1x 0.7x
Net Fixed Assets 16,917 18,148 20,080 21,813 EVIEBITDA 7.9x 15.0% 10.0x 7.8x
Other Non Current Assets 2,814 2,852 2,733 2,800 EV/EBIT 20.7x 17.8x 14.6x 11.3x
Total Assets 35,446 40,250 45,519 54,695 EV (IDR bn) 102,080 112462 109,501 104676
Payables 1572 1,649 1,783 1,773 Sales CAGR (3-Yr) -1.4% 10.8% 135% 7.4%
ST Bank Loan 4646 6,217 6,054 7,851 EPS CAGR (3-Yr) -71.4% 5.4% 10.0% 20.6%
LT Debt 1637 2132 2,076 2,693 Basic EPS (IDR) 221 260 310 387
Total Liabilities 10,296 12,660 12,702 15,162 Diluted EPS (IDR) 221 260 310 387
Capital Stock & APIC 121 121 121 121 BVPS (IDR) 1,534 1,682 2,001 2411
Retained Eamnings 24,996 27,436 32,653 39,378 Sales PS (IDR) 3,153 3,526 3,788 3,907
Shareholders' Equity 25,150 27,589 32,817 39,533 DPS (IDR) 112 108 119 144

CASH FLOW STATEMENT

(IDR bn) 202112A 202212E 2023M12E 2024/12E By Geography % Shareholders %
Operating Cash Flow 2122 4 368 8,086 10,467 Indonesia 90.2 CP Indonesia Group 555
Investing Cash Flow (2,819) (2,299) (3,168) (3,283)  United States 6.4 Vanguard Group 15
Financing Cash Flow (316) 35 (2,165) 44 Ireland 0.8 Blackrock 13
Net Changes in Cash (1,013) 2,104 2,753 7,228 Luxembaourg 0.5 Flexshares Trust 0.3
Source: Bloomberg, NHKSI Research
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NH Korindo Sekuritas Indonesia (NHKSI) Stock Ratings

1. Based on a stock’s forecasted absolute return over a period of 12 months from the date of publication.
2. Rating system based on a stock’s potential upside from the date of publication

e  Buy : Greater than +15%
e  Overweight : +5% to +15%

e Hold :-5% to +5%

e  Underweight :-5% to -15%

e Sell : Less than -15%

DISCLAIMER

This document is strictly confidential and is being supplied to you solely for your information. The recipients of this report must make their own independent decisions regarding
any securities or financial instruments mentioned herein. This document may not be quoted, reproduced, exhibited, redistributed, transmitted, edited, translated, or published, in
whole or in part, for any purpose without notice. Any failure to comply with this restriction may constitute a violation of civil or criminal laws.

This report and any electronic access hereto are restricted and intended only for the clients and related entities of PT NH Korindo Sekuritas Indonesia. This report is only for
information and recipient use. It is not reproduced, copied, or made available for others. Under no circumstances is it considered as a selling offer or solicitation of securities
buying. Any recommendation contained herein may not be suitable for all investors. Although the information hereof is obtained from reliable sources, its accuracy and
completeness cannot be guaranteed. PT NH Korindo Sekuritas Indonesia, its affiliated companies, employees, and agents are held harmless form any responsibility and liability
for claims, proceedings, action, losses, expenses, damages, or costs filed against or suffered by any person as a result of acting pursuant to the contents hereof. Neither is PT
NH Korindo Sekuritas Indonesia, its affiliated companies, employees, nor agents are liable for errors, omissions, misstatements, negligence, inaccuracy contained herein. All
rights reserved by PT NH Korindo Sekuritas Indonesia.
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