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ICBP’s 1Q16 both revenue and net income made up 25% and 26% of ourFY16 estimates. We maintain our NEUTRAL recommendation on PT IndofoodCBP Sukses Makmur Tbk (ICBP) with our 52-week target price at IDR 16,200,representing a 5.88% potential upside. Our valuation implying a forward P/Eof 25.9x.
1Q16 earnings, combination of volume and ASP growth. ICBP recorded asatisfactory performance in 1Q16, with a 12% and 18.6% YoY growth for itstop-line and bottom-line earnings respectively. Its revenue stood at IDR 8.9tnas net income was reported at IDR 944.8bn. Referring to the management,revenue growth was contributed by volume and ASP proportionately. Theinteresting thing is its gross margin expanded by 200bps to 31.5% which wasmainly as the result of soft raw material costs. Its net income margin itselfwas stable at 10.6%.
Dairy division took the lead. Though noodles division remains the biggestcontributor for ICBP’s performance, dairy division has been the bright star in1Q16. Its dairy division managed to contribute 19.1% to ICBP’s sales (vs16.3% in 1Q15) and 24.3% to ICBP’s EBIT  (vs 10.6% in 1Q15). Dairy divisionposted a 30.8% sales growth, contributed from 32% volume growth (bothorganic and inorganic) meanwhile ASP was indicated to fall slightly. Thedivision’s EBIT margin rose significantly to 18.5% from 8% in 1Q15, due tovolume growth and low price of skim milk powder price.
Remain innovative. ICBP again proved itself to be an innovative consumergood company in Indonesia. After its phenomenal “Chitato rasa mie goreng”innovation, ICBP has launched few new products for instance “Indomie real
meat”, “Indomie bite mie snack”, and another innovative products from itsnoodles and snack divisions.Though we believe ICBP will continue to post growth in the upcomingquarters, we still maintain our NEUTRAL recommendation. We view volumegrowth as well as margin expansion tend to be unsustainable due to toughercompetition.
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NEUTRAL

PT Indofood CBP Sukses Makmur Tbk (ICBP)

Current Price: IDR 15,300

52-Week Target Price:  IDR 16,200

Previous Target Price: IDR 14,400

PT Indofood CBP Sukses Makmur Tbk
manufactures and distributes  wide range of food
products. The company operates with diversified
business divisions, consists of noodles, dairy,
snack foods, food seasonings, nutrition & special
foods, and beverages.

Financial Highlights 2014 2015 2016F 2017F 2018FRevenue 30,022 31,741 35,670 39,982 44,678EBIT 3,120 3,908 4,454 4,779 5,292EBITDA 3,522 4,465 5,113 5,547 6,155Net Income 2,574 2,923 3,558 3,838 4,250EPS 454 515 624 671 742EBITDA Margin (%) 11.73 14.07 14.34 13.87 13.78Net Income Margin (%) 8.57 9.21 9.98 9.60 9.51EPS growth (%) 18.85 13.46 21.17 7.68 10.54P/E (x) 29.31 26.17 24.54 22.79 20.61PBV (x) 5.43 5.08 5.11 4.57 4.13
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ICBP revenue: historically high in second quarter

Source: Company,  Sinarmas Investment Research Source: Company,  Sinarmas Investment Research

ICBP margin, rose in 1Q16

ICBP sales contribution, noodles still dominating, however dairy sales rose by 300bps

Source: Company,  Sinarmas Investment Research

ICBP EBIT contribution, dairy and beverages divisions posted excellent results

Source: Company,  Sinarmas Investment Research
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ICBP segment results

ICBP 1Q16 Earnings

Source: Company,  Sinarmas Investment Research

Experiencing volume recovery in 1Q16. The good things revealed in ICBP 1Q16results were volume seemed to pick up. Most of the divisions have recorded volumegrowth, only noodles division which posted flat volume. Besides the dairy division, itssnack foods division also registered robust performance whereas sales grew by 17%YoY, with 16% growth came from volume. In addition, beverages division’s results werenot bad at all. The beverages division posted 5% YoY volume growth, and experienced asignificant EBIT margin recovery in the period. Its beverages division EBIT marginincreased significantly to –11.1% in 1Q16 (vs –37.8% in 1Q15).
2Q16 sales should accelerate on the back of better consumer spending. Moreover, itwill be supported by the fasting period which will start in early June.
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Appendix I: Financial Statements

in IDR bn 2014 2015 2016F 2017F 2018FCash & Equivalents 7,343 7,658 7,017 7,236 7,966Trade Receivables 2,921 3,364 3,369 3,776 4,220Inventories 2,813 2,547 3,270 3,699 4,143Other Current Assets 485 294 390 467 538Fixed Assets 5,809 6,556 7,431 8,222 8,638Other Non Current Assets 5,598 6,043 6,996 7,736 8,716
Total Assets 25,029 26,561 28,552 31,199 34,271Short-term Bank Loans 805 719 569 469 419Trade Payables 2,756 2,581 2,922 3,305 3,702Long-Term Debts 1,590 1,432 1,316 1,166 1,016Other Current Liabilities 1,904 2,549 1,826 2,055 2,322
Other Non Current Liabilities 2,647 2,740 3,108 3,392 3,736
Total Liabilities 10,445 10,174 10,020 10,702 11,548

Balance sheet

in IDR bn 2014 2015 2016F 2017F 2018F

Revenue 30,022 31,741 35,670 39,982 44,678COGS 21,922 22,122 25,047 28,330 31,733
Gross Profit 8,100 9,619 10,624 11,652 12,945Operating Expenses 4,981 5,711 6,170 6,873 7,653Operating Profit 3,120 3,908 4,454 4,779 5,292
EBITDA 3,522 4,465 5,113 5,547 6,155Profit Before Tax 3,445 4,010 4,745 5,117 5,667Tax 871 1,086 1,186 1,279 1,417
Net Income 2,574 2,923 3,558 3,838 4,250Earning Per Share 454 515 624 671 742

Income statement

Source:  Sinarmas Investment Research

Source:  Sinarmas Investment Research
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Appendix I: Financial Statements (Con’t)

Source: Sinarmas Investment Research

in IDR bn 2014 2015 2016F 2017F 2018F

Net Income 2,645 3,001 3,636 3,915 4,328Adjustment 266 395 547 631 707Working Capital 658 (402) (516) (264) (257)
Operating Cash Flow 3,569 2,994 3,667 4,282 4,778Capital Expenditure (1,469) (1,317) (1,500) (1,500) (1,200)
Investing Cash Flow (1,292) (1,623) (2,309) (2,097) (2,039)Debt 564 53 (830) (250) (200)Dividend (1,108) (1,294) (1,500) (2,000) (2,153)
Financing Cash Flow (460) (1,056) (1,999) (1,966) (2,009)Net Cash Flow 1,817 315 (640) 219 730Beginning Cash 5,526 7,343 7,658 7,017 7,236
Ending Cash 7,343 7,658 7,017 7,236 7,966

Cash flow

in Percentage (%) 2014 2015 2016F 2017F 2018FRevenue Growth 19.64 5.72 12.38 12.09 11.75Operating Profit Growth 14.91 25.33 12.44 7.80 11.00EBITDA Growth 11.47 26.77 14.53 8.49 10.95Net Income Growth 15.17 13.56 21.73 7.85 10.75EPS Growth 18.85 13.46 21.17 7.68 10.54Return on Equity 19.96 20.08 21.56 20.73 20.68Return on Asset 11.09 11.33 12.91 12.85 12.98Debt to Equity 18.26 16.57 10.17 7.98 6.32Dividend Per Share (IDR) 190 222 257 343 369
Source: Sinarmas Investment Research

Key ratios
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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 accurate or
complete, and it should not be relied upon as such; (ii) for your private information, and we are not soliciting any action
based upon it; (iii) not to be construed as an offer to sell or a solicitation of an offer to buy any security.

Opinions expressed are current opinions as of original publication date appearing on this material and the information,
including the opinions contained herein, is subjected to change without notice. The analysis contained herein 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 compensation 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 derivatives. In addition, the Sinarmas Group, including Sinarmas Sekuritas, may act as market maker and
principal, willing 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 intellectual
properties.
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