Charoen Pokphand Indonesia Thk (CPIN)

High Raw Material Costs Still Weighing on
Performance

In 1Q23, CPIN managed to record sales growth of 1.9% YoY to IDR 14.6 trillion (vs. 1Q22: IDR
14.3 ftrillion). The increase in raw material costs happened due to higher Soybean Meal
(SBM) and Corn prices, by 3.5% YoY, which caused the cost of sales to increase by 10.0%
YoY in 1Q23 and made gross profit contracted by 38.4% YoY to IDR 1.5 trillion. Net profit for
1Q23 also contracted by 79.8% YoY to IDR 241.0 billion (vs. 1Q22: IDR1.2 trillion), with NPM
recorded at 1.7%, down from 1Q22’s 8.3%, yet increasing from 4Q22’s at -1.9%.

1Q23 Revenue Managed to Grow

In 1Q23, CPIN managed to record sales growth of 1.9% YoY to IDR 14.6 trillion (vs. 1Q22:
IDR 14.3 trillion). However, the Broiler segment, which was the largest sales contribution,
recorded a decline of 4.8% YoY to IDR 7.6 trillion (vs. 1Q22: 8.0 trillion), followed by a 39.5%
decline in the Day-Old Chick (DOC) segment to IDR 294.9 billion (vs. 1Q22: IDR 487.3 billion).
Meanwhile, the second-largest contributor to sales, the Feed segment, managed to grow
17.7% YoY in 1Q23 to IDR 4.1 trillion (vs 1Q22: IDR 3.5 trillion), followed by the Processed
Chicken segment (+4.4% YoY) to IDR 2.1 trillion (vs 1Q22: IDR 2.0 trillion), and the Other
segment (+45.1% YoY) to IDR 470.9 billion (vs 1Q22: 324.5 billion).

Geographically, sales in Bali led the growth in 1Q23 at 13.7% YoY, followed by Sulawesi and
Kalimantan (+10.9% YoY), Java (+1.6% YoY), while sales in Sumatra fell 7.5% YoY.

1Q23 Profit Still Contracted

The 3.5% YoY increase in raw material costs was due to higher Soybean Meal (SBM) and
Corn prices, which caused cost of goods sold to increase 10.0% YoY in 1Q23 and contracted
gross profit by 38.4% YoY to IDR 1.5 trillion. This brought GPM to 10.1% (lower than 1Q22:
16.7% higher than 4Q22: 9.1%).

Operating profit decreased significantly by 72.6% YoY to IDR 422.2 billion due to higher sell-
ing expenses (+17.6% YoY) and general and administrative expenses (+5.5% YoY), resulting
in lower OPM of 2.9% (vs. 1Q22: 10.8%). Yet, this recorded figure is a positive turnaround
from 4Q22 at —1.4%. 1Q23 net profit also contracted by 79.8% YoY to IDR 241.0 billion (vs.
1Q22: IDR 1.2 trillion), with NPM recorded at 1.7%, down from 1Q22 at 8.3%, yet increased
from 4Q22 at -1.9%.

Lower CapEx Allocation

Throughout 2023, the Company will implement a strategy to improve efficiency, which is re-
flected in the lower capital expenditure allocation, which amounted to IDR 1.7 trillion (vs. 2022:
IDR 2.7 trillion).

This year's capital expenditure will focus on maintaining production equipment to maintain
efficiency and for several ongoing projects. As for the Company's other strategy, will focus on
production flexibility by adjusting to product development and demand.

Overweight Recommendation with TP at IDR5,500

We maintain our Overweight recommendation for CPIN by lowering the target price to
IDR5,500/share (P/E 22.3x), with a potential upside of 9.5%. We project revenue and net profit
for 2023 to be IDR59.7 trillion and IDR3.1 trillion, respectively. However, the risks of our rec-
ommendation are rising raw material prices, consumer purchasing power, and declining prod-
uct demand.

Charoen Pokphand Indonesia Tbk | Summary (IDR Bn)

2022 2023F 2024F 2025F
Revenue 56,868 59,656 63,531 67,264
Growth 10.0% 4.9% 6.5% 5.9%
Net Profit 2,928 3,143 4,058 5127
Growth -19.1% 7.3% 29.1% 26.3%
EPS (IDR) 179 192 247 313
PIE 31.6x 28.7x 22.2x 17.6x
P/BV 3.5x 3.1x 2.6x 2.3x
EV/EBITDA 18.6x 17.8x 14.6x 12.3x
ROE 11.4% 11.3% 12.5% 13.9%
DER 35.5% 37.3% 29.0% 30.3%
Dividend Yield 1.9% 1.6% 1.6% 1.6%

Source: Company Data, Bloomberg, NHKSI Research
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Performance Highlights

CPIN Revenue Breakdown 1Q23 CPIN Net Revenue (1Q22 - 1Q23)
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Summary of Financials

INCOME STATEMENT PROFITABILITY & STABILITY

(IDR bn) 2022/12A 2023M2E 2024/12E 2025M12E 2022/12A 20231M2E 2024/12E 2025M12E

Sales 56,868 59,656 63,531 67,264 ROE 11.4% 11.3% 12.5% 13.9%
Growth 10.0% 49% 6.5% 59% ROA 78% 7.4% 85% 97%
COGS (48,724) (50,809) (53,356) (55,563) ROIC 105% 10.2% 11.0% 12.2%
Gross Profit 8,144 8,847 10,174 11,700 Cash Dividend (IDR bn) 1,771 1,417 1,445 1,474

Gross Margin 14.3% 14.8% 16.0% 17.4% Dividend Yield 1.9% 16% 16% 16%
Operating Expenses {4,160) (4677) {(5,082) (5,381)  Payout Ratio 48.9% 48 4% 46.0% 36.3%
EBIT 3,984 4170 5,092 6,319 DER 355% 373% 29.0% 30.3%
EBIT Margin 7.0% 7.0% 80% 94% Net Gearing 35.5% 37.3% 29.0% 30.3%
Depreciation 1,395 1,326 1,361 1,361 LT Debt to Equity 99% 9.8% 81% 85%
EBITDA 5,380 5,496 6,452 7,680 Capitalization Ratio 26.2% 272% 225% 23.3%
EBITDA Margin 9.5% 9.2% 10.2% 114%  Equity Ratio 66.1% 64.9% 70.1% 69.7%
Interest Expenses (367) (493) (365) (366) DebtRatio 23.4% 24.3% 20.3% 211%
EBT 3,637 3,584 4,628 5,848

Income Tax (607) (442) (571) (722)  Current Ratio 178.4% 183.7%  2306% 2359%
Minority Interest (2) 1 1 1 Par Value (IDR) 10 10 10 10

Net Profit 2,928 3,143 4,058 5,127 Total Shares (mn) 16,398 16,398 16,398 16,398

Growth -19.1% 7.3% 29.1% 26.3% Share Price (IDR) 5,650 5,500 5,500 5,500

Net Profit Margin 5.1% 5.3% 6.4% 7.6% Market Cap (IDR tn) 926 90.2 902 90.2

BALANCE SHEET VALUATION INDEX

(IDR bn) 202212A 2023M2E 202412E 2025M2E 202212A 202312E 202412E 2025M2E

Cash 2,042 3,579 6,422 7,725 Price /Earnings 31.6% 28.7x 22 2% 17 6%
Receivables 1,820 2157 5,326 5639 Price /Book Value 3.5x 31X 2.6x 2.3x
Inventories 13,263 15,871 13,697 15,875 Price/Sales 1.6x 1.5x 1.4x 1.3x
Total Current Assets 18,031 22438 26,251 30,087 PE/EPS Growth -1.7% 3.9x 0.8x 0.7x
Net Fixed Assets 18,277 19,184 20,692 22,018 EV/EBITDA 18.6x 17 8% 14 6x 12.3x
Other Non Current Assets 3,539 3,695 3,349 3,528 EV/EBIT 251X 23.4x 18.5x 14 9x
Total Assets 39,848 45,316 50,292 55,633 EV (IDR bn) 99,985 97 635 94,020 94,260

Payables 1,497 2,404 1,978 2,100 Sales CAGR (3-Yr) 10.2% 12.0% 71% 58%
ST Bank Loan 6,732 8,116 7,364 8477 EPS CAGR (3-Yr) -7.0% -6.3% 39% 205%
LT Debt 2611 2874 2,856 3,288 Basic EPS (IDR) 179 192 247 313

Total Liabilities 13,520 15,886 15,046 16,847 Diluted EPS (IDR) 179 192 247 313

Capital Stock & APIC 121 121 121 121 BVPS (IDR) 1,606 1,795 2,149 2,365

Retained Earings 26,172 29,275 35,092 38,635 Sales PS (IDR) 3,468 3638 3,874 4102

Shareholders' Equity 26,327 29,431 35,246 38,787 DPS (IDR) 108 86 88 90

(IDR bn) 202212A 2023M2E 202412E 2025M12E By Geography % Shareholders %
Operating Cash Flow 1674 2,105 4 371 4215 Indonesia 90.3 CP Indonesia Group 555

Investing Cash Flow (2,613) (2,168) (2,498) (2,981)  United States 6.5 Vanguard Group 1.7

Financing Cash Flow 928 1,627 970 69 Ireland 0.9 Blackrock 13

Net Changes in Cash (11) 1,563 2,843 1,303 Japan 0.5 FlexShares Trust 0.5

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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