Japfa Comfeed Indonesia Thk (JPFA)
2Q23 Net Profit Turns Positive

JPFA managed to book revenue of IDR12.4 trillion in 2Q23, with the Commercial Farm
segment leading the sales growth of 7.6% YoY to IDR5.4 trillion, followed by Poultry
Processing and Consumer Products segment which recorded IDR1.9 trillion or grew +4.1%
YoY. Net income for 2Q23 was able to turn positive from 1Q23, which was recorded at
Rp331.9 billion (vs 1Q23: -Rp249.9 billion), and cumulative 6M23 was recorded at Rp82.0
billion. The 2Q23 NPM was recorded at 2.7%, a positive turnaround from 1Q23 of -2.1% but
still lower than 2Q22 which was recorded at 4.1%.

Commercial Farm Leads Sales Growth

JPFA managed to book revenues of IDR12.4 trillion in 2Q23 (+5.4% QoQ; +0.5% YoY) but
during 6M23 sales were down 1.3% YoY to IDR24.2 trillion (vs 6M22: IDR24.5 trillion).

In 2Q23, the Commercial Farm segment led the growth by recording sales of IDR 5.4 trillion
(+20.4% QoQ; +7.6% YoY), followed by the Poultry Processing and Consumer Products
segment, which recorded IDR 1.9 trillion (+4.9% QoQ; +4.1% YoY).

As for the Animal Feed segment, it recorded a decline to IDR 3.0 trillion (-14.4% QoQ; -7.7%
YoY). Domestic sales alone recorded a slight increase in 2Q23, 0.2% YoY to IDR12.2 trillion
and cumulative 6M23 sales fell 1.6% YoY to IDR23.7 trillion.

The ongoing challenges such as the imbalance between demand and supply in DOC and
broilers resulted in weaker poultry prices. However, in 2Q23 there has been an adjustment in
supply as reflected by an increase in poultry prices and a rebound in profitability.

Margin Seems to Rebound

The high cost of raw materials was one of the challenges faced, resulting in cost of goods
sold rising 2.6% YoY in 2Q23 and causing 2Q23 gross profit to contract 8.6% YoY to IDR2.1
trillion and cumulative 6M23 recorded a 23.7% YoY decline to IDR3.4 trillion. GPM in 2Q23
was higher QoQ at 16.7% (vs 1Q23: 10.9%) but still lower YoY (vs 2Q22: 18.4%).

2Q23 OPM was able to turn positive from 1Q23 (-0.6%), with a record of 6.0% but still lower
than the 2Q22 period, which was 7.5%. This can be seen from the operating profit, which
decreased by 38.3% YoY to IDR574.3 billion in 2Q23 due to increased selling and marketing
expenses (+2.6% QoQ; +16.5% YoY). As for 6M23, operating profit contracted by 66.1%
YoY to IDR656.0 billion.

2Q23 net profit was also able to turn positive from 1Q23, with Rp331.9 billion (vs 1Q23: -
Rp249.9 billion) but still lower than 2Q22 which was recorded at Rp508.0 billion. As for the
cumulative 6M23, net profit contracted 92.6% YoY to Rp82.0 billion (vs 6M22: Rp1.1 trillion).
The 2Q23 NPM recorded at 2.7% was able to turn positive from 1Q23's -2.1% but still lower
than 2Q22 which was recorded at 4.1%.

Meanwhile, to strengthen its performance, the Company will continue to strengthen its down-
stream business through the Poultry Processing and Consumer Products segment as well as
boost its retail sales growth through the offline and online channels.

HOLD Recommendation with TP IDR1,400

We recommend HOLD for JPFA with a target price of IDR1,400/share. This reflects a P/E of
9.6x with a potential upside of 4.5%. Meanwhile, the risks of our recommendation are rising
raw material prices, consumer purchasing power, and declining product demand.
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Free float (%) 43.1
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2022 2023F 2024F 2025F
Revenue 48,972 52,980 55,772 59,019
Growth 9.1% 8.2% 5.3% 5.8%
Net Profit 1,420 1,484 1,789 1,869
Growth -29.8% 4.5% 20.5% 4.5%
EPS (IDR) 121 127 153 159
PIE 10.7x 11.1x 9.2x 8.8x
P/BV 1.1x 1.1x 1.0x 0.9x
EV/EBITDA 6.9x 6.4x 5.9x 5.9x
ROE 10.6% 10.5% 11.8% 1.2%
ROA 4.6% 4.4% 5.1% 5.0%
Dividend Yield 3.8% 3.7% 3.9% 4.1%

Source: Bloomberg, NHKSI Research
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Performance Highlights

JPFA Revenue Breakdown JPFA Net Revenue (2Q22 - 2Q23)
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Summary of Financials

INCOME STATEMENT
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PROFITABILITY & STABILITY

(IDR bn) 2022112A 2023M12E 2024/12E 2025/12E 2022/12A 2023M2E 2024/12E 2025/12E

Sales 48,972 52,980 55,772 59,019 ROE 10.6% 10.5% 11.8% 11.2%
Growth 9.1% 8.2% 5.3% 58% ROA 4.6% 4.4% 51% 5.0%
COGS (41,288) (44,682) (46,727) (49,431) ROIC 9.7% 8.6% 10.0% 9.9%
Gross Profit 7,683 8,298 9,045 9,587 Cash Dividend (IDR bn) 581 611 638 680

Gross Margin 15.7% 15.7% 16.2% 16.2%  Dividend Yield 3.8% 3.7% 3.9% 41%
Operating Expenses (4,956) (5,362) (5,645) (5,973) Payout Ratio 28.7% 43.0% 43.0% 38.0%
EBIT 2,727 2,936 3,400 3,614 DER 90.1% 78.0% 76.0% 73.0%
EBIT Margin 56% 55% 6.1% 6.1%  MNet Gearing 101.5% 87.7% 85.0% 83.5%
Depreciation 1,062 1,180 1,116 1,116 LT Debt to Equity 61.7% 53.5% 52.1% 50.0%
EBITDA 3,779 4,116 4,516 4,730 Capitalization Ratio 47 4% 43.8% 43.2% 42 2%
EBITDA Margin 7.7% 7.8% 8.1% 8.0%  Equity Ratio 41.8% 42.3% 43.7% 45.2%
Interest Expenses 677 676 714 706 Debt Ratio 37T 6% 33.0% 33.2% 33.0%
EBT 1,955 2,043 2,463 2,573 Financial Leverage 105.7%  107.0% 97 4% 94 7%
Income Tax (464) (485) (584) (610)  Current Ratio 1806%  169.2% 1746%  177.7%
Minority Interest (71) (74) (90) (94)  Inventory Turnover 3.3x 3.5x 3.5x 3.5x
Net Profit 1,420 1,484 1,789 1,869  Total Shares (mn) 1,727 11,727 11,727 11,727

Growth -29.8% 4.5% 20.5% 45%  Share Price (IDR) 1,295 1,400 1,400 1,400

Net Profit Margin 29% 2.8% 32% 32%  Market Cap (DR tn) 15.2 16.4 16.4 16.4

BALANCE SHEET

VALUATION INDEX

(IDR bn) 2022/112A 2023M12E 2024/M12E 2025/12E 2022/12A 2023/12E 2024/12E 2025/12E
Cash 1,811 2125 2,452 2177 Price /Earnings 10.7x 11.1x 9 2% 8.8x
Receivables 2,405 2,763 2,850 3,020 Price /Book Value 1.1x 1.1x 1.0% 0.9x
Inventories 12,456 12,808 13,315 14,264 Price/Sales 0.3x 0.3x 0.3x 0.3x
Total Current Assets 17,001 18,110 18,989 19,854 PE/EPS Growth -0.4x 2.4x 0.4x 2.0x
Net Fixed Assets 13,584 14,364 15,263 16,322 EV/EBITDA 6.9x 6.4x 5.9x 5.9x
Other Non Current Asset 2,105 2,039 1,980 2595 EV/EBIT 9.6x 8.9x 7.8x 7.8x
Total Assets 32,691 34,513 36,232 38,771 EV (IDR bn) 26,089 26,142 26,521 28,092
Payables 3,444 3,586 3,645 3,773 Sales CAGR (3-Yr) 8.0% 12.7% 7.5% 6.4%
ST Bank Loan 3,869 3,682 3,782 4.026 EPS CAGR (3-Yr) -7.0% 17.4% -4 0% 9.6%
LT Debt 8,429 7,803 8,240 8,770 Basic EPS (IDR) 121 127 1583 159
Total Liabilities 19,036 19,917 20,413 21,242 Diluted EPS (IDR} 121 127 1583 159
Capital Stock & APIC 3,028 3,028 3,028 3,028 BVPS (IDR) 1,164 1,245 1,349 1,495
Retained Earnings 10,231 11,105 12,256 13,445 Sales PS (IDR) 4176 4518 4,756 5,033
Shareholders’ Equity 13,655 14,597 15,818 17,529 DPS (IDR) 50 52 54 58
CASH FLOW STATEMENT

(IDR bn) 2022112A 2023M2E 2024M2E 2025M12E By Geography % Shareholders Yo
Operating Cash Flow 1,439 3,447 2,326 1,897 Singapore 86.6 Japfa Lid 554
Investing Cash Flow (2,202) (1,678) (2,067) (2,788)  United States 2.6 Vanguard Group 19
Financing Cash Flow 1,408 (1,455) 69 618 Indonesia 2.3 FIL Ld 1.7
Net Changes in Cash 643 314 328 (275) Luxembourg 23 Dimensional Fund Adv. 1.1
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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