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PT Indofood Sukses Makmur Tbk (INDF)
Expecting Agribusiness Division Recovery
BUY

PT Indofood Sukses Makmur Tbk has progressively
transformed into a Total Food Solutions company
with operations in all stages of food
manufacturing, from the production of raw
materials and their processing, to consumer
products in market. Today, it is a well-established
company and leading player in its complementary
Strategic Business Groups consists of ICBP,
Bogasari, agribusiness, distribution and cultivation
& processed vegetables.

Current Price: IDR 5,800
52-Week Target Price: IDR 6,560

INDF’s 9M15 revenue grow slightly accounted for 1.5% YoY as its bottom-line
was significant declined (-45.2% YoY). INDF reported 3Q15 loss of IDR 47.3bn
(vs 3Q14’s IDR 745bn profit) which was mainly due to significant amount of
financing expenses (including unrealized forex loss). Therefore, net income
margin (NIM) weakened to 3.5% vs 6.6% in 9M14. However, we are positive on
INDF considering its robust ICBP performance and agribusiness division
recovery. Therefore, we recommend BUY with our upgraded target price
at IDR 6,560 (from previous IDR 5,950).
ICBP remains the bright star last year. As of 9M15, INDF performance was
backed by ICBP division with 49.9% and 59.2% contribution respectively to
INDF’s sales and EBIT. Amidst the economy downturn, ICBP still perform well
by showing 6.3% and 19.6% YoY growth in its sales and EBIT. Meanwhile,
INDF’s weak performance was due to its commodities related business
(Bogasari and agribusiness) following continuous weak price of wheat and
CPO. Due to 9M15, Bogasari recorded –5% for its sales, mainly due to lower
ASP resulted from intense competition along with weak wheat price. While its
agribusiness division also experienced lower ASP which led to –4.7% YoY sales
growth.
Agribusiness division should be better in 2016. Although ICBP will remain
to be INDF’s main growth driver in 2016, we are quite positive on its
agribusiness division. Expecting the El Nino effect will lower CPO productivity,
we view CPO prices hike will be seen in 2016. We forecast CPO prices will trade
range between MYR 2,200 - 2,500 throughout 2016, becoming main positive
catalyst for INDF’s agribusiness division. We also expect the economy recovery
this year will able to increase its edible, oil, and fat (EOF) demands.
Minzhong divestment would lead to better financial position. INDF had
accepted $40mn as advance payment due to its agreement on selling 52.94%
shares of CMFC. This will be a positive sign as we view INDF will get more
liquidity, providing opportunity for loan restructuring in 2016. Hence, we
expect financing expenses to be lower this year.
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INDF revenue breakdown (9M15)

Expected lower financing expenses in 2016

Source: Company, Sinarmas Investment Research

Source: Company, Sinarmas Investment Research

INDF Segment Results (9M15)

Source: Company, Sinarmas Investment Research

Please see important disclaimer and disclosure at the end of the2document

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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