
 

 

PT Unicharm Indonesia Tbk. 

The Leader, the Expert, and the Innovator 

BUY (TP: IDR 1,900) 

We initiate coverage on PT Unicharm Indonesia Tbk (UCID) with a 

BUY recommendation and FY20 TP of IDR 1,900, implying 17.8x 

FY20F P/E. Began operating in 1997, UCI managed to establish a 

nationwide existence and strong brand equity that led to company’s 

dominance in all diaper categories: MamyPoko in baby care, Charm in 

feminine care, and LiFree in adult care. Leveraging on company’s synergy 

with UC Japan, UCI benefits from a low R&D cost while enjoying parent’s 

innovation capabilities and know-how. We believe that would enable 

company to maintain its leading position, ride the wave of growing diaper 

industry, and ultimately meet its premiumization strategy.  

 

Lucrative growth potential. As suggested by Euromonitor’s research on 

diaper industry, Indonesia holds a promising potential for disposable 

hygiene market supported by favorable demographic outlook with relatively 

low adoption level compared to neighboring countries. Expanding middle 

income class and higher disposable income also serve as positive catalysts 

by encouraging consumers demand for more convenient and better quality 

products. This is in-line with Euromonitor’s forecast of 9% CAGR in 

FY1823F for diaper industry after recording 9.2% CAGR in FY15-18. Hence, 

we believe diaper market still has ample room for UCI to grow further.  

 

Beneficiary of strong brand equity and synergy with UC Japan. UCI 

has successfully built a strong footprint and placed its brands as the top-of-

mind for Indonesians. It managed to do so by emphasizing on Japanese 

premium quality, conducting creative marketing campaigns, and developing 

a strong distribution coverage which ensures high product availability. UCI 

also proved its ahead of the curve measures by being the pioneer of pants-

type baby diapers and per unit packaging in Indonesia that was very 

popular since its launchings and remain high in demand until now. UCI also 

leverages on UC Japan’s competitive advantage such as advanced 

technology, bargaining power for raw materials procurement as well as 

research and development that enable UCI to operate in an effective and 

efficient manner. Going forward, UCI is committed to perform continuous 

improvement and innovation to secure future growth opportunity. 

 

Premiumization and product mix lead to improving profitability. UCI 

is currently focusing to capture opportunities arising from expanding middle 

income class by promoting higher usage of premium products, mainly 

targeted on feminine care. The company sees increasing women’s need for 

comfort as the main idea to encourage the thinner and night time napkin 

usage, that also provides company with higher margins. At the same time, 

adult healthcare that provides lucrative margin is expected to grow rapidly 

in the next few years due to the early adoption stage. The combination of 

premiumization and product mix should lead to better profitability ahead. 

We forecast UCI’s GPM to expand from 25.3% in FY18 to 26.3% in FY21F, 

while NPM rising from 2.2% in FY18 to 5.5% FY21F. In-line, ROE would 

also rise from 6.7% as of FY18 to 11.0% in FY21F.  

 

Healthy balance sheet and strong FCF generation. UCI owns a healthy 

balance sheet, as seen from its manageable leverage and favorable cash 

level. Based on our estimate, we see the company to turn net cash in 

FY19F as DER declines from 0.8x in FY18 to 0.4x in FY19E. UCI has a 

minimum working capital level and sees capex plans in the foreseeable 

future, thus we believe that the company is going to continue generating 

strong free cash flow in the next few years. 
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Company Background 

 
A brief history of Unicharm Indonesia. PT Unicharm Indonesia Tbk.

(UCID) was first incorporated in June 1997 through a joint venture 

agreement between Unicharm Japan owning 74% equity interest while the 

rest 26% is held by PT Purinusa Ekapersada, an affiliate of the Sinarmas 

Group. UCI is Indonesia’s leading disposable hygiene products players, with 

three main product categories including baby care, feminine care, and adult 

healthcare  products. The company first started manufacturing feminine 

care products in 1998 and baby diaper products in 2000. After that in 

2008, UCI introduced adult healthcare products which at that time was 

purchased from another Unicharm Group to be resold, before starting the 

local production of adult healthcare products in 2015. In addition, UCI also 

sells baby wipes, whereas it finalized the acquisition of UCNWI from 

Unicharm Kokko Ltd on Dec-17 in order to expand the baby wipes 

business. UCI markets its products under UC Japan’s brands, which are 

“MamyPoko” for baby diaper and wipes, “Charm” for feminine care, and 

“Lifree” for adult healthcare.  

 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Ownership structure 

Source: Company data 

Historic milestones 

Source: Company data 
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Revenue contribution and product overview. UCI’s overall business 

segment is classified into diaper and non-diaper segments, each accounted 

for 96.3% and 3.7% of net revenue as of 2018. Diaper segment are 

divided into baby care, feminine care, and adult healthcare. Meanwhile, non

-diaper includes baby wipes products.  

 

Baby care segment. UCI started to produce baby diaper products since 

2000, which is marketed under the brand of “MamyPoko”. MamyPoko has 

successfully become the leading player in its segment since 2003 with 

49.8% market share as of 2018, according to Euromonitor. The segment 

contributes significantly to UCI’s overall sales by accounting for 77.9% as 

of FY18’s total net revenue. UCI aims to cater varying market class and 

needs by offering both tape-type and pants-type diapers. Total varieties of 

baby diapers that UCI manufactures reach 154 SKUs. Baby care products 

are classified into three pricing segments: premium, medium, and 

economist. These classification are based on factors such as absorption, 

leakage avoidance, rewet capacity, softness, and suitability. The most 

popular picks among the available UCI products are MamyPoko Pants 

Standar and MamyPoko Open Standar which represent 51.5% and 24.5% 

respectively to the company’s net sales as of FY18. 

 
 
 
 
 
 
 
 
 
 
 

Economy price products Middle price product 

MamyPoko Open Standar MamyPoko Pants Standar MamyPoko Pants X-tra Kering MamyPoko Pants Extra Dry 

Net revenue contribution 

Source: Company as to historical data, Sinarmas Investment Research as to any forecast  
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Feminine care segment. Accounting for 13.2% of total net revenue in 

FY18, UCI’s feminine care products are marketed under “Charm” brand and 

consist of sanitary napkins and panty liners. Started to be manufactured in 

1998, Charm marked UCI’s first existence in Indonesia. In 2008, Charm 

managed to secure the first position in the market with 42.1% market 

share in FY18, based on Euromonitor’s data. The company offers a wide 

variety of products from day to night use, reaching 83 SKUs, varying in 

terms of use, thickness, material, and length. The company’s best selling 

products within the segment are Charm Maxi and Charm Night which 

comprise 53.7% and 42.2% of sales in this category.  

 
 

 
 
 
 
 
 
 

 
 

 

 

 

 

 

 

 

 

 

Healthcare segment. UCI’s healthcare line was firstly launched in 2008. 

This segment consists of disposable adult diapers and are marketed under 

“Lifree” brand. Adult diaper is targeted to help those hospitalized or 

receiving nursing care, has limitation in moving, and also for the elders to 

support their convenience to undergo daily activities. As like the baby and 

feminine care segments, Lifree dominated the healthcare diaper market in 

Indonesia. This achievement was secured since 2013, with 46.3% of 

market share in 2018 based on Euromonitor’s study. 

 

Baby wipes segment. The company also aims to complement its 

disposable hygiene product lines by offering disposable wet paper towels 

mainly used to clean babies skin. UCI  is currently offering 27 SKUs of baby 

wipes under “MamyPoko” brand. These products are manufactured by PT 

Unicharm Non-Woven Indonesia (UCNWI).  

 

Source: Company data 
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Business Operations 
 

Production facilities. UCI manufactures its products through four 

production facilities (2 in Karawang, West Java and another 2 in Mojokerto, 

East Java) with total installed production capacity across all products 

(excluding baby wipes and non-woven fabrics) of approximately 8.8bn 

product pieces per annum as of 1H19. At current, UCI’s total utilization rate 

stands at ~82%. 3 out of 4 facilities (Karawang factory 1 and 2 including 

Mojokerto factory 1) produce baby diapers, while feminine and adult 

healthcare products are manufactured in both Karawang factories. Its 

Mojokerto factory 2 is under UNCWI, exclusive for baby wipes production. 

To support UCI’s operations, the company also owns 4 warehouses (2 

located  Karawang and the other 2 in Mojokerto) to store its raw materials 

and finished goods. In addition, UCI also utilizes 3 external third parties 

warehouses located in Karawang, Cikarang and Surabaya.  

 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

Production facilities  

Source: Company data 
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Distribution channel. UCI owns an extensive nationwide distribution 

channel, markets its products through 107 independent third party 

distributors who own a total of 374 distribution centers, covering all 5 

Indonesian major islands, 98 cities and 494 regencies throughout the 

archipelago. Utilizing UCI’s distribution network, UCI’s products are sold 

through general trade (GT), modern trade (MT) and other trade channels. 

UCI’s most dominant channel comes from GT that currently contributes 

56.6% to its sales, followed by 40.5% for MT while other trade channel 

only contributes 2.9%. Other trade channel incorporates e-commerce sales,  

exports as well as institutional and direct sales. Despite its current small 

portion, the company believes other trade channel would grow rapidly in 

the upcoming years following the e-commerce boom. The extensive 

distribution network also ensures UCI’s ability to national penetration and 

products availability across the nation. 

 

 
 

Domestic revenue by distribution Channel 

Source: Company data 
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SWOT Analysis 

Source: Sinarmas Investment Research 
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Industry Overview 

 

A large base for consumer market. As the forth most populated country 

in the world with population growing at a CAGR of 1.1% in 2015-2018 and 

expected to reach 267 mn lives as per 2019, according to Euromonitor, 

Indonesia is an attractive country for consumer product market given its 

populous and consumptive characteristics. When divided in genders, the 

population consists of 134 mn males and 133 mn females. In terms of age 

group, the country’s median age is relatively young compared to other 

Asian countries at 28.8 years, while citizens aged 0-14 years old reaches 

66 mn lives (25% of population), productive group aged 15-64 years old 

amounts to 183 mn lives (69% of population) and senior citizens aged 

above 65 years old reaches 17 mn lives (6% of population). This high 

domination of productive population indicates an immense demographic 

potential which would be a great bonus for Indonesia if managed wisely. 

 

 

 

Sizeable and growing diaper market. With great population and rising 

wealth figures, come a great potential for Indonesia to become one of the 

key diaper market. Disposable diaper retail value grew by 9.16% in 2015-

2018 CAGR and reached IDR 27.2 tn in 2018. Euromonitor estimated this 

sector to post another 9% CAGR for 2018-2023 on the back of current low 

diaper penetration, rising awareness of hygiene, and growing demand for 

practical products.  

 

Baby care market. As of 2018, there are 24.2 mn Indonesians aged 0-4 

years old which represented 9% of total population. In addition, Population 

and Family Planning Agency (BKKBN) estimated that 4.2 - 4.8 mn babies 

are born per year which should support the growth of babies and toddlers 

population in Indonesia. The sizeable population leads to baby care 

domination in the diaper market in Indonesia with 79.8% contribution to 

the total retail value as of 2018. Baby care, comprising of disposable pants 

and nappies/diapers (diapers secured with tape), grew by 9.1% in 2015-

2018 CAGR and reached retail value of IDR 20.1tn in 2018. The market is 

estimated to grow by 10.8% CAGR in 2018-2023F. Within this segment, 

Indonesia’s demogprahic pyramid in 2019E 

Source: Badan Pusat Statistik 
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disposable pants showed a more robust growth compared to tape ones 

given its practicality and popularity. We expect rising awareness for 

hygiene, growing demand for convenience, and improving income level to 

be the key driver for baby care products. 

 

Feminine care market. Females aged 12 to 54 years old in Indonesia 

represented 85.5 mn lives, contributing 32% to Indonesia’s population in 

2018. This segment include sanitary towels and panty liners with 96% and 

4% contribution respectively. Supported by high young adults population 

figure, feminine care category performed 11.1% CAGR in 2015-2018 and 

was worth IDR 3.78tn. Euromonitor forecasted feminine hygiene disposable 

napkins to grow at a 9.4% CAGR over the next five years. Identical to baby 

care development, feminine care segment is benefitted from a higher 

awareness in hygiene, and growing income level. 

  

Healthcare market. Given its relatively new existence in the diaper 

market, healthcare (adult) diaper is still in the very early stage of 

consumer adoption. This segment moved from a low base, increased by 

20.4% CAGR in 2015-2018 and arrived at IDR 1.3 tn retail value as per 

2018. Currently, the users of adult diapers are mostly those from high 

income segment considering its high pricing points. However, this segment 

has a high market opportunity to tap on as there are 17.3 mn Indonesians 

aged 65 years old and older as of 2018. Euromonitor forecasts a 15.7% 

CAGR over the next five years. A better awareness of the risks that 

contaminated clothing may possess should contribute to higher demand for 

disposable adult diapers.   

Personal wipes. Personal wipes are mostly made from non-woven fabrics.  

Baby wipes make up the most personal wipes share compared to other 

wipes such as feminine, hand, and face wipes. Growing demand for instant 

and easily carried cleaning products drove the market to grow by 12.2% 

CAGR from 2015 to 2018 and reached IDR 1.5tn of retail value. Personal 

wipes segment is expected to post 17.8% CAGR over the next five years as 

product availability improves and demand for hygiene products increases. 

 

Industry structure and positioning. Indonesian disposable hygiene 

industry is marked by numerous players from multinational to local 

companies, which enables us finding various brands especially for baby 

diaper and sanitary napkin across Indonesian retailers, be it at traditional 

or modern market. Not only the locally-produced brands, imported 

Retail value for diaper market in Indonesia 

Source: Euromonitor, Sinarmas Investment Research 
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products have also flooded the market. While baby and feminine care 

products are highly crowded, not many product choices are available for 

adult healthcare segment due to its smaller market size and still in the 

early consumer adoption stage, hence only few players have already 

tapped into the category at the meantime. Nonetheless, this segment has 

potential to grow rapidly onwards supported by current low consumption 

level and aging population factor. The fact of plenty existing players and 

brands concludes the high competition environment for the industry, 

whereas pricing and marketing (advertising and promotion) strategies have 

become substantial for the players to grab market share. Despite the 

competitive environment, this industry is extremely concentrated from 

market share point of view, in which noting Euromonitor International data, 

top three players for all segments (baby, feminine, and adult healthcare) 

command more than 80% of the industry’s market share. UCI itself proves 

its dominancy in the industry by holding number one market share for all 

the three business segments: 49.8% for baby care, 42.1% for feminine 

care, and followed by 46.3% in adult healthcare. 

 

Porter’s 5 Forces Analysis 

Baby Diaper Feminine Care Adult Healthcare

Unicharm 49.8% 42.1% 46.3%

Leading Brand 2 22.4% 33.9% 38.2%

Leading Brand 3 8.5% 11.5% 3.9%

Market share in industry 

Source: Euromonitor 

Source: Sinarmas Investment Research 
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Rivalry among existing competitors. Indonesia offers a wide base of 

diaper market potential which leads to a competitive environment, 

especially among baby care segment, given abundant players existing. 

Some companies are willing to offer aggressive promotions to attain 

market share, while some new entrants have relatively low pricing points. 

Diaper products generally do not have specific variation. Differentiation 

mainly comes in form of size, type, performance, and marketing. In 

Indonesia, we observe that the overall level of brand loyalty is moderate. 

Mid to higher end customers are quite sticky towards brands they perceive 

suitable, whereas mid to lower end customers are more cost conscious and 

potentially switch to other brands should they offer attractive promotions. 

  

Threat of new entrants. While the capital cost of manufacturing diaper 

products is relatively low and some customers are willing to try on new 

products, there are some challenges that new entrants should face to 

compete with the existing ones. The quality of diaper performance is very 

much attributed to the technology advancement which requires certain 

expertise and takes years of research. In addition, consumer products 

typically require extensive marketing efforts to build brand awareness and 

loyalty. Diaper players also need to acquire reliable distribution channel to 

expand their business.  

  

Threat of substitute products/services. Diaper products have limited 

substitutes type options. Other options for disposable baby or adult diaper 

are cloth diaper, while other substitutes for disposable sanitary napkin are 

menstrual cup and tampon. Despite being more environmental friendly, 

non-disposable diapers are generally inferior in terms of practicality.  

 

Bargaining power of buyers. Buyers for disposable diapers are 

fragmented while products are easily found in both modern and traditional 

retail stores nationwide where there are usually at least two brands offered. 

Customers can easily switch brand if they want to as product information is 

easily accessible and there is minimum cost for shifting. 

 

Bargaining power of suppliers. Primary raw materials for diaper 

companies are pulp, polymer, and nonwoven. Supplies for these materials 

are abundant in size, though players are dominated by a couple of big 

names. In order to achieve desired product quality, diaper companies often 

have to rely on certain suppliers which meet particular product 

specification. 
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Investment Thesis 

 

Lucrative growth potential. As indicated on the Euromonitor’s research 

on diaper industry, Indonesia carries a promising growth potential for 

diaper players to further tap into on the back of its wide target market, 

supportive demographic condition, rising income level, and low 

consumption of  disposable diapers. Euromonitor estimated that the 

industry would continue showing solid growth by expanding 9% CAGR in 

FY18-23F on the back of aforementioned catalysts. We believe that UCI, in 

particular, would be able to capture these benefits through its competitive 

advantages and strong positioning within the market. 

 

Low usage level. Relative to other neighboring countries, Indonesia has 

the largest babies and toddlers, as well as female and elder population. 

However, the country’s average consumption for disposable diaper across 

baby, feminine, and healthcare types appeared to be relatively low among 

other Asian countries. Minimum usage of diapers for babies are mainly due 

to the cost concern as families in the rural area or those with challenging 

financial condition generally prefer to use washable cloth diapers instead of 

the disposable ones. The low level of feminine napkin usage, on the other 

hand, is caused more by the lower consumption frequency. Meanwhile, 

healthcare or diapers for adult in Indonesia is in the nascent stage given 

relatively its relatively high cost and limited knowledge of the importance of 

adult diapers. These conditions, we believe, provide an opportunity 

for higher adoption of disposable diapers catalyzed by growing 

demand for hygiene and practical sanitary products supported by 

rising awareness for health and improving income level.   

 

 

Growing purchasing power. Evaluating the country’s purchasing power, 

disposable income expanded by 7.2% CAGR in 2015-2018 and is 

forecasted to grow by 6% up to 2020. Growth appeared to be the highest 

for the above USD 10k per annum income bracket, while the number of 

citizens whose income fall on below USD 10k per annum bracket is 

expected to continue declining. This rising income outlook is mainly 

attributed to falling poverty, improved income equality and government 

measures to boost purchasing power. Better income level is also indicated 

through rising middle class and improving Human Development Index 

(HDI) as United Nations Development Program (UNDP) estimated that 

individuals categorized as middle class in Indonesia would reach 135 mn 

people by 2020, while HDI is expected to continue progress better. In 

addition to that, BPS data shows improving labor force participation among 

Average annual per capita usage of products in 2018 

Source: Euromonitor 
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women, suggesting busier lifestyle and better welfare. The higher 

standard of living, as indicated by previous indicators should 

provide greater opportunities and increase the importance of 

disposable hygiene products. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Strong brand recognition. Through its 22-year operations in Indonesia, 

UCI has succeeded to establish a strong footprint in Indonesian disposable 

hygiene industry, with UCI currently commands around 45% - 50% market 

share for baby, feminine and adult healthcare businesses, far outperformed 

the other competitors. This achievement is inseparable from several factors 

namely: 1) High-quality and wide product variations to cater varying needs 

and all income classes, 2) strong brand equity driven by effective 

marketing approach, 3) continuous improvement and innovations, and 4) 

extensive distribution coverage.  

  

Quality driven popularity. UCI provides market with high-quality 

“Japanese technology stamped” products which remains as one of its 

hallmarks compared to the other players. Diaper as part of healthcare 

products places great emphasis on quality and UCI’s products are 

associated with images of Japanese standard of premium quality, 

convenience and safety. Other than that, the well-diversified product 

portfolio also become one of UCI’s strengths. UCI offers wide selection of 

products for all stages of life. For instance in “MamyPoko” baby diaper, UCI 

products include newborns (new launched MamyPoko Premiee), babies 

aged 1 - 3 years, and toddlers aged 2.5 - 6 years. Meanwhile for “Charm” 

sanitary napkin, choices are between day, night or panty liners. Meanwhile 

on pricing point, UCI provides economic to premium products in order to 

cater all consumer classes from low, middle to high incomers. Having high-

quality and variety of products, we view UCI should be able to penetrate 

the market deeper and boost sales growth in the upcoming years. 

  

Relevant marketing approaches. UCI has managed to build strong 

brand equity for all its products through effective marketing campaigns. 

This is proven by UCI’s being able to grab number one market share for 

“MamyPoko” only three years after its first launch in 2000 while “Charm” 

and “Lifree” came out to be the leading brand in 2008 and 2013 

respectively. To enhance consumer’s awareness towards its products, UCI 

have created several TV ads with catchy taglines that led its products 

becoming top-of-mind products in Indonesia. For example, the “MamyPoko 

Pants, tak ada bocor” and “anti kerut, anti bocor, Charm Body Fit” taglines 

for baby and feminine care. Besides TV ads, UCI currently also utilizes 

below-the-line marketing activities such as direct events with customers 

coupled with digital and social media ads.  

 

Number of households by annual disposable income  

Source: Euromonitor 

Female labor force participation 

Source: Badan Pusat Statistik 
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Continuous innovation and product development. Intensive product 

development is continuously carried out by UCI to protect and expand its 

presence in the industry. UCI actively does market research, evaluating 

feedback, and exploring market needs and preference in order to stay 

relevant with changing trends and customers expectation. It developed 

new products to complement its product portfolio and fulfill every needs for 

disposable hygienic products. Note that as of 1H19, UCI owns 154, 83, and 

56 SKUs for baby, feminine and healthcare products respectively. UCI also 

keeps on innovating with a view to securing growth opportunities. UCI 

proved its ahead of the curve measures by being the pioneer for pants-type 

diaper in Indonesia which is currently gaining popularity and suitable for 

toddlers who have started activities. Another successful innovation was 

when UCI introduced the per unit packaging in 2008 sold through small 

warungs located in rural areas, to reach low-income consumers who shop 

daily. UCI also made a breakthrough by launching MamyPoko Preemie in 

2015, the first baby diaper aimed for low-weight newborns.  

  

 

 

 

 

 

 

 

 

 

 

 

 

 

Nationwide existence and high product availability. To market their 

products, UCI works closely with third-party independent distributors that 

purchase and circulate UCI products to retailers and end customers. At 

present, UCI assigns 107 distributors that own 341 distribution centers, 

covering 98 cities and 494 regencies across the nation. The nationwide 

distribution network provides UCI access to more than 380,000 point of 

sales, from GT to MT channel. Other than that, UCI products are also 

available through e-commerce platforms (Tokopedia, Shopee, Lazada etc.) 

as well as institutional and direct sales (hospital, clinic and pharmacy). As 

of 1H19, UCI domestic sales were contributed from 56.6% GT, 40.5% MT 

and 2.9% other trade channel. The strong presence in GT benefits UCI due 

to lower need for sales promotion in this channel. Going forward, UCI plans 

to focus on GT while further tapping into to e-commerce to grab the traffic 

from online shopping enthusiasm. For the MT channel, our on-the-ground 

observation shows that all UCI’s products have high shelf penetration level 

which is important amidst tight competition environment. This ensures the 

availability of UCI’s products which reduces the risk of UCI losing potential 

sales opportunity. 

 

Good synergy with UC Japan. UC Japan with its 60+ years of experience 

is positioned as number one Asian player in all UCI’s product categories. As 

a part of Unicharm Group, UCI manages to leverage UC Japan’s expertise, 

one of which is intellectual property, namely trademark and technology. 

UCI is bound by agreement with UC Japan to utilize the trademarks of 

MamyPoko, Charm, and Lifree which all have been well-known abroad. In 

term of technology, all UCI production facilities are unique in-house tailored 

machines purchased from UC Japan, which guarantees the quality of UCI’s 

products. From time to time, UCI keeps on improving the quality of the 

existing products. In addition, UCI also applies Global System Standard 

Source: General Trade 

Per unit packaging products 

Source: Company data 

Poko chan - MamyPoko’s mascot 
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(GSS), a proprietary system licensed from UC Japan for inventory 

management purposes. GSS provides UCI real-time visibility of all available 

inventories including raw materials and finished goods in warehouses and 

distributors, which enables UCI to operate effectively and efficiently.  

  

Besides, UCI also leverages UC Japan’s bargaining power for raw materials 

(such as pulp, SAP polymer, non woven fabrics etc.) purchases that are 

mostly imported, as negotiation with all suppliers is performed by UC Japan 

who purchases in bulk. Consequently, the commonly 6-months purchase 

contract will lead to the economies of scale for UCI’s production. On top of 

that, synergy comes from R&D as well. Note that all product development, 

research and innovation is centrally managed by UC Japan. The R&D 

performed in Indonesia is more towards Indonesian consumer market 

knowledge and idea generation of what product that may be suitable for 

Indonesian market. The idea is then submitted to the headquarter R&D, 

being evaluated and if approved, will be developed for UCI production. One 

of the successful development that is uniquely marketed in Indonesian 

market is the individual (per unit) packaging products. In all, we believe 

the collaboration between UCI and UC Japan is a positive way to enhance 

UCI operations in the future. 

 

Premiumization. Capturing the opportunities from expanding middle class 

trend, UCI is increasing its focus to promote higher usage of premium 

diaper goods. Premium implies upgraded version of basic features from 

variety, size, convenience, to performance. Out of the three diaper 

categories, the company’s main target for premiumization is directed on 

feminine care. UCI aims to provide more comfortability for women during 

their menstrual period by encouraging more usage of nighttime napkin, as 

well as offering super thin yet super absorbing day and nighttime napkin. 

Management reveals that about 60% of females in Indonesia are forced to 

wake up at night to replace their napkin, compared to global average of 

30%. Hence, UCI offers numerous nighttime napkins with varying length to 

suit customer needs. Supported by its advanced R&D and technology, UCI 

has also created extra slim products whose thickness reach up to 0.1cm 

level with admirable performance very much alike the thick ones. Besides 

focusing on feminine care premiumization, UCI continues to encourage 

baby diaper pants usage among parents by enforcing its practicality 

compared to the open type ones. 

 

 

 

 

 

 

 

 

UCI Safe Night Product Line Up 

UCI Extra Dry Product Line Up 

MamyPoko baby diaper pants vs open type 

Source: Company data 
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Shifting product mix, better profitability. We forecast profitability to 

improve as margin differs by 5% higher between premium and basic 

goods. In our view, higher number of working female plays an important 

role for the feasibility of premiumization, as an active women highly 

demands convenience and practicality to simplify their daily activities. 

Therefore, we view that the company’s goal to serve a more premium 

product segment is attainable as we observe recent shopping habit of 

middle class customers indicating rising appetite for better quality of 

products despite more premium pricing points. UCI works on brand 

engagement and product education of these premium products not only 

through TVs and digital advertising but also by endorsing on the ground 

events and developing loyalty program. 

 

 

Healthy balance sheet + low capex cycle = robust free cash flow 

generation. UCI has a healthy balance sheet as seen from low leverage 

and cash rich position. As of 1H19, UCI recorded its D/E ratio at 0.72x, 

which we expect to continue going lower to 0.4x in FY19E as some of the 

company’s loans mature. As the debt repayment continues, we also 

forecast UCI to be net cash in FY19E. Note that as of 1H19, UCI’s cash 

position stood at IDR 1.4tn while total debt reached IDR 2.1tn (~90% of 

debts are intercompany loans from UC Japan), leading to net debt of IDR 

700bn. Management expects limited capital expenditures as they will not 

need to establish new plant in the near term. UCI will only add 2 production 

lines to expand its capacity in feminine and adult healthcare segments. 

This, we believe will lead UCI continue generating strong FCF in the 

upcoming years.

Better profitability on premiumization and product mix 

Source: Company as to historical data, Sinarmas Investment Research as to any forecast  
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 Minimal capex  Strong FCF generation 

Source: Company as to historical data, Sinarmas Investment 
Research as to any forecast 
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Key Risks 

 

Intensified competition. An escalating competition due to aggressive 

promotions and expansion from existing players and strong new entrants 

might cause UCI to lose market share or force UCI to reduce prices to 

remain competitive, which could result in decreasing profitability for our 

products.  

 

Currency exposure. UCI is exposed to foreign exchange risk mainly 

arising from purchase of materials and borrowings denominated in U.S. 

dollars and Japanese Yen. A weakening in Rupiah against USD or JPY could 

adversely affecting the company’s bottom-line by generating foreign 

exchange loss.  

 

Commodities exposure. The company’s raw materials are tightly linked 

to pulp and crude oil whose prices fluctuate on the back of various factors. 

While it has a six-month fixed price term with its raw materials suppliers, 

significant hike in pulp and crude oil prices exceeding six months period 

could pressure margins.  

 

Dependency on third party distributors. In order to achieve a 

nationwide existence, UCI assigns third parties to distribute most of its 

productions. A discontinued relationship with key distributors might lead to 

a decline in the company’s share in the market. In addition, UCI is exposed 

to the risk of failure in payment from distributors which could hurt bottom-

line by generating impairment of trade receivables.   
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Financial Outlook 

 

FY18 at a glance. UCI performed a stellar performance in FY18 as net 

revenue arrived at IDR 8.4tn (+14.7% YoY), while bottom line surged by 

64.5% YoY to IDR 181bn. Revenue growth was mainly boosted by a strong 

sales volume as the company managed to increase share in the domestic 

market and also benefitted from a higher export demand. In terms of 

margins, GPM dropped by 70bps to 25.3% due to higher raw materials 

which highly correlated to the crude and pulp prices. Opex to sales, on the 

other hand, significantly improved by declining 260bps to 19.2% level as 

the company rationalized its sales promotion activities and had lower 

impairment of receivables. On the tax level, tax rate was lower in FY18 due 

to subsiding effect from tax expense carryover from prior years. 

 

1H19 and our FY19 expectation. The company continues to deliver 

favorable financial results in 1H19 as net revenue was recorded at IDR 

4.2tn, growing by 7% YoY. Bottom line increased by 73% YoY, reaching 

IDR 154bn in value. Margins remained under pressure as seen through 

250bps drop in GPM to 24.7% level due to extended effect from rising raw 

material prices. Opex to sales was stable at 19.2%, while tax rate got 

closer to normal level, leading to 140bps improvement in net margin. Going 

into 2H19, we forecast normalizing sales from related parties (export 

market) on the back of higher than usual demand from UC’s related 

business, while sales from third parties (domestic market) is forecasted to  

continue showing favorable growth. Gross margin is estimated to improve 

as we bake in the effect from declining crude and pulp prices over the year. 

This should then translate to higher operating and net margins. 

Supportive industry landscape spurred baby diaper revenue 

growth. As mentioned earlier in investment thesis, Indonesia is undeniably 

an attractive market for baby diaper industry given its large addressable 

market and steadily growing population in the near future. We forecast 

baby diaper’s net sales to grow by 4.8% CAGR in FY18-23F. A decelerating 

net sales growth of 4.1% YoY in FY19E is due to normalizing export sales 

as there was a spike in demand in India market. Taking out the effect from 

sales to related parties, we still see a promising sales performance 

supported by UCI’s competitive advantage and growing diaper adoption. 

 

Increasing revenue contribution from feminine care and healthcare.  

In 2018, UCI recorded outstanding performance in its feminine and 

healthcare segments. The company’s initial adoption of premiumization 

Source: Company as to historical data, Sinarmas Investment Research as to any forecast  
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strategy successfully supported UCI’s feminine care business. Healthcare, 

on the other side, grew from a low base as it is currently still in nascent 

stage. We expect the company to maintain this momentum as it continues 

to focus on promoting a more convenience lifestyle through its premium 

feminine and healthcare product lines. As a result, we see higher 

contribution from these two lines as we estimate feminine and healthcare 

segments’s growth to outpace that of baby diaper by growing 13.4% and 

12.4% CAGR in FY18-23F respectively.  

 

Sales promotion rationalization. The diaper industry has seen subsiding 

competition intensity as key players conduct a more rationalize sales 

promotion after a tense environment in baby and feminine care markets 

few years back. UCI also noted a falling trend in sales discount, return, and 

promotion expense since 2017 as it gradually plunged to 15.9% level in 

2018 from 22.7% in 2016. Going forward, we see blended sales promotion 

to stabilize at 16.5% as % to gross revenue as the company aims to focus 

more on the product quality and suitability with needs.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Better profitability as GPM is set to pick up. Our forecast on the 

company’s gradual increase in profitability is driven by: 1) 

Premiumization on feminine care business line. Premium product lines 

enjoy 5% higher gross margin compared to the standard one. 2) 

Increasing contribution from healthcare segment. Worth to note that 

healthcare differs by 20% higher, much greater than other diaper types. 3) 

Stabilizing commodity prices. We expect pulp and crude oil prices which 

accounted more than half of COGS to remain relatively stable in the near 

term. 4) Lower distributors margin. As of 2019, UCI has just 

renegotiated its margin given to distributors from 10% to 8% which would 

drive ASPs higher. All these measures would translate to improving 

margins, thus lead to expanding ROE and ROA. 

 

Baby care net revenue and growth 

Healthcare net revenue and growth 

Feminine care net revenue and growth 

Total net revenue and growth 

Source: Company as to historical data, Sinarmas Investment 
Research as to any forecast 
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Strong cash position and manageable debt level. As of 1H19, UCI’s 

cash position stood at IDR 1.4tn while total debts were recorded at IDR 

2.1tn, leading UCI to net debt of ~IDR 600bn. At the same period, debt to 

equity stood at 0.8x. As the company is expected to continue generating 

improving income, we estimate its free cash flow to remain strong. We also 

forecast a declining leverage ratio along with the payment of its matured 

loans. Being a cash rich and low leverage company, UCI should see less 

risk on its daily operation and difficulty if it plans to expand its business in 

the foreseeable future. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Potential write-off due to contract termination. In FY19, UCI 

terminated its contract with PT Unirama Duta Niaga, the single largest 

distributor with 20.7% contribution to UCI’s gross revenue, effective 31 

August 2019. At the time of this writing, PT Unirama Duta Niaga still has an 

outstanding of IDR 320bn trade receivables owed to UCI. As a 

consequence, there is a risk of uncollectible receivables which may lead to 

impairment and write-off in FY19E which we forecast to be around IDR 100

-150bn, taking into consideration of deduction of sales promotion 

amounting to IDR 50bn/month and remaining goods amounting to IDR 

130bn. As for FY19 estimate, we assume IDR 100bn impairment on trade 

receivables dedicated to PT Unirama Duta Niaga, on top of IDR 43bn 

impairment from normal business operations.  

 

 

  

 

 

 

 

Expanding margins Expanding ROE and ROA 

Source: Company as to historical data, Sinarmas Investment 
Research as to any forecast 

Source: Company as to historical data, Sinarmas Investment 
Research as to any forecast 

Net cash position Better solvency ratios 

Source: Company as to historical data, Sinarmas Investment 
Research as to any forecast 
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 Peers Valuation 

Source: Bloomberg, Sinarmas Investment Research as to any forecast 

FY19E FY20F FY19E FY20F GPM
EBITDA 

Margin
NPM FY19E FY20F FY19E FY20F

UNVR 331.5 334.2 44.5 41.4 48.2 49.1 33.1 50.7% 24.8% 17.0% 104.3% 112.6% 36.9% 37.5%

INDF 66.5 96.4 14.2 12.7 1.8 1.8 8.5 28.4% 16.3% 6.0% 12.1% 12.6% 4.8% 5.2%

ICBP 134.7 131.2 27.0 24.6 5.7 5.6 17.2 33.1% 18.9% 11.7% 21.2% 20.8% 13.8% 13.7%

MYOR 49.6 53.0 25.4 22.4 5.2 5.0 19.6 27.5% 13.9% 7.3% 21.1% 21.0% 12.1% 12.3%

KLBF 76.6 75.5 29.4 27.1 4.8 4.5 18.9 46.8% 17.6% 11.4% 17.0% 16.6% 13.2% 12.8%

KINO 5.6 6.3 28.1 22.0 2.7 2.0 15.1 45.5% 7.8% 4.2% 10.8% 12.9% N.A N.A
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Source: Company as to historical data, Sinarmas Investment Research as to any forecast  

Income Statement (IDR bn) 2017 2018 2019E 2020F 2021F

Net Revenue 7,278 8,351 8,749 9,454 10,172

   % growth 6.8% 14.7% 4.8% 8.1% 7.6%

COGS (5,383) (6,241) (6,544) (6,995) (7,499)

Gross Profit 1,895 2,110 2,205 2,459 2,673

   % growth 40.1% 11.4% 4.5% 11.6% 8.7%

Operating Expenses (1,589) (1,607) (1,751) (1,761) (1,910)

Opex to Sales 21.8% 19.2% 20.0% 18.6% 18.8%

Operating Profit 306 503 453 698 763 

   % growth - 64.6% -10.0% 54.2% 9.2%

EBITDA 680 819 770 1,037 1,112

   % growth 663.5% 20.4% -6.0% 34.6% 7.3%

Net Financing (49) (24) (8) 10 51 

Other Income (Expenses) (58) (189) (17) (118) (71)

Profit Before Tax 198 290 429 591 743 

Tax Expense (88) (109) (129) (148) (186)

Tax Rate 44.5% 37.5% 30.0% 25.0% 25.0%

Net Income 110 181 300 443 557 

   % growth - 64.5% 65.6% 47.6% 25.7%

Balance Sheet (IDR Bn) 2017 2018 2019E 2020F 2021F

Cash 1,111 1,140 2,694 2,764 1,818 

Trade Receivables 1,586 1,790 1,967 2,093 2,257 

Inventories 514 724 713 759 819 

Total Current Assets 3,717 4,145 5,915 6,185 5,496 

Fixed Assets 3,234 2,941 2,649 2,661 2,495 

Other Non Current Assets 93 94 118 125 135 

Total Assets 7,044 7,180 8,681 8,971 8,126 

Trade Payables 789 932 966 1,028 1,109 

Loans 563 295 48 48 43 

Total Current Liabilities 2,390 2,394 2,256 2,398 2,577 

Intercompany Loan 1,946 1,884 1,886 1,642 141 

Other Non Current Liabilities 110 104 112 119 128 

Total Liabilities 4,445 4,382 4,253 4,160 2,847 

Share & APIC 324 324 1,654 1,654 1,654 

Retained Earnings 2,263 2,462 2,762 3,145 3,614 

Non Controlling Interest 0.3 0.2 0.2 0.2 0.2 

Other Components of Equity 11.5 11.5 11.5 11.5 11.5 

Total Equity 2,598 2,798 4,428 4,811 5,279 

Total Liabilities & Equity 7,044 7,180 8,681 8,971 8,126 
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Source: Company as to historical data, Sinarmas Investment Research as to any forecast  

Cash Flow (IDR Bn) 2017 2018 2019E 2020F 2021F

Net Income 110 181 300 443 557 

Depreciation 354 316 317 338 350 

Chg. in NWC (199) 128 106 58 74 

CF from Operating 663 370 511 724 832 

Capital Expenditure 17 22 25 351 184 

Chg. in LT Assets (28) 1 24 7 10 

Chg in LT Liabilities 35 (6) 8 7 9 

CF from Investing 45 (29) (41) (351) (184)

Chg. in Share & APIC (9) - 1,330 - -

Chg. in Debt (414) (329) (246) (243) (1,506)

Dividends Paid 3 (18) - 60 89 

Others (34) (0) - - -

CF from Financing (460) (311) 1,084 (303) (1,595)

Change in Cash 248 29 1,554 70 (946)

Beginning Cash 863 1,111 1,140 2,694 2,764 

Ending Cash 1,111 1,140 2,694 2,764 1,818 

Financial Ratio 2017 2018 2019E 2020F 2021F

Profitability

ROE 4.3% 6.7% 8.3% 9.6% 11.0%

ROA 1.5% 2.5% 3.8% 5.0% 6.5%

Gross Margin 26.0% 25.3% 25.2% 26.0% 26.3%

Operating Margin 4.2% 6.0% 5.2% 7.4% 7.5%

EBITDA Margin 9.3% 9.8% 8.8% 11.0% 10.9%

Net Margin 1.5% 2.2% 3.4% 4.7% 5.5%

Liquidity

Current Ratio 1.6 1.7 2.6 2.6 2.1

Quick Ratio 1.2 1.2 2.1 2.0 1.6

Solvency

Debt to Equity Ratio 1.0 0.8 0.4 0.4 0.0

Debt to Asset Ratio 0.4 0.3 0.2 0.2 0.0

Interest Coverage Ratio 9.6 15.9 23.7 36.5 331.2

Net Debt to EBITDA 2.1 1.3 -1.0 -1.0 -1.5



 

 

SINARMAS SEKURITAS INVESTMENT RATINGS GUIDE 
 
BUY: Share price may rise by more than 15% over the next 12 months. 
ADD: Share price may range between 10% to 15% over the next 12 months. 
NEUTRAL: Share price may range between –10% to +10% over the next 12 months. 
REDUCE: Share price may range between –10% to –15% over the next 12 months. 
SELL: Share price may fall by more than 15% over the next 12 months. 
 
 
 
DISCLAIMER  
 
This report has been prepared by PT Sinarmas Sekuritas, an affiliate of Sinarmas Group.  
 
This material is: (i) created based on information that we consider reliable, but we do not represent that it is accu-
rate or complete, and it should not be relied upon as such; (ii) for your private information, and we are not solicit-
ing any action based upon it; (iii) not to be construed as an offer to sell or a solicitation of an offer to buy any secu-
rity. 
 
Opinions expressed are current opinions as of original publication date appearing on this material and the infor-
mation, including the opinions contained herein, is subjected to change without notice. The analysis contained here-
in is based on numerous assumptions. Different assumptions could result in materially different results. The analyst
(s) responsible for the preparation of this publication may interact with trading desk personnel, sales personnel and 
other constituencies for the purpose of gathering, integrating and interpreting market information. Research will 
initiate, update and cease coverage solely at the discretion of Sinarmas Research department. If and as applicable, 
Sinarmas Sekuritas’ investment banking relationships, investment banking and non-investment banking compensa-
tion and securities ownership, if any, are specified in disclaimers and related disclosures in this report. In addition, 
other members of Sinarmas Group may from time to time perform investment banking or other services (including 
acting as advisor, manager or lender) for, or solicit investment banking or other business from companies under our 
research coverage. Further, the Sinarmas Group, and/or its officers, directors and employees, including persons, 
without limitation, involved in the preparation or issuance of this material may, to the extent permitted by law and/
or regulation, have long or short positions in, and buy or sell, the securities (including ownership by Sinarmas 
Group), or derivatives (including options) thereof, of companies under our coverage, or related securities or deriva-
tives. In addition, the Sinarmas Group, including Sinarmas Sekuritas, may act as market maker and principal, will-
ing to buy and sell certain of the securities of companies under our coverage. Further, the Sinarmas Group may buy 
and sell certain of the securities of companies under our coverage, as agent for its clients.  
 
Investors should consider this report as only a single factor in making their investment decision and, as such, the 
report should not be viewed as identifying or suggesting all risks, direct or indirect, that may be associated with any 
investment decision. Recipients should not regard this report as substitute for exercise of their own judgment. Past 
performance is not necessarily a guide to future performance. The value of any investments may go down as well as 
up and you may not get back the full amount invested. 
 
Sinarmas Sekuritas specifically prohibits the redistribution of this material in whole or in part without the written 
permission of Sinarmas Sekuritas and Sinarmas Sekuritas accepts no liability whatsoever for the actions of third 
parties in this respect. If publication has been distributed by electronic transmission, such as e-mail, then such 
transmission cannot be guaranteed to be secure or error-free as information could be intercepted, corrupted, lost, 
destroyed, arrive late or incomplete, or contain viruses. The sender therefore does not accept liability for any errors 
or omissions in the contents of this publication, which may arise as a result of electronic transmission. If verification 
is required, please request a hard-copy version. 
 
Additional information is available upon request. 
 
Images may depict objects or elements which are protected by third party copyright, trademarks and other intellec-
tual properties.  
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