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Buy Nippon Indosari Corpindo (ROTI 1))

(Maintained) FY24 outlook: Focusing on profitability

o Post the tepid FY23 results, ROTI aims to focus on profitability in 2024
onward amid fewer catalysts for purchasing power in 2Q24 onward

Last Price (Rp) 1,185 i k
Target Price (Rp) y 1400 e We lowered our.FY24/25F net -proflt estimates by 11%/2.4% due to
Previous Target Price (Rp) 1,700 lower volume estimates and a higher return rate
Upside/Downside +18.1% e Maintain Buy with a lower TP of Rp1,400. Expect improved performance
in the upcoming quarters to act as catalyst for the stock.
No. of Shares (mn) 6,186
Mkt Cap (Rpbn/US5mn) 7,360/469  E£y23: a bad year for ROTI
:;’:;:;3;’51?1) 1.0/0.1 For ROTI, maintaining the exact balance between volume expansion and
S 152 prudent product dropping in stores is crucial in minimizing the sales return
: rate and keeping profitability intact. The rainy season in early FY23 amid
ROTI's aggressive product dropping, softer demand during the Ramadan
Major Shareholder (%) season and the year-end were factors behind the high return rate (FY23: 16%
Indoritel Makmur Int’ 258 vs FY22:11.1%), leading to sluggish revenue (-2.9% yoy) and a weak FY23 net
Demeter Indo Investments 22.2 profit (-23% yoy, 2%/5% below cons/ our est.).
FY24 focus on profitability with lower sales returns.
EPS Consensus (Rp) Entering FY24 with the fasting season in Mar24 (part of 1Q — which is
Jupglr CRZEE A generally a weak quarter for ROTI), the management aims to focus on
BRIDS 670 793 941 profitability with a cautious approach toward product dropping. We believe
Consensus 693 744 664 the sales trend which favors ROTI’s affordable products will persist this year,
BRIDS/Cons (%)  (3.3) 6.6 41.5 as we see less support for purchasing power in 2Q24 onward. With the wheat
price remaining low, we expect to see minimal ASP adjustments which shall
offer some support to volume growth (our FY24/25F vol growth estimates:
ROTI relative to JCI Index +2.5%/+5.2% vs FY23: +2.6% yoy).
M. Trouihd Relathetodclansl & FY24/25F net profit est. cut on lower volume assumptions.
600 - We project ROTI to maintain its gross margin in FY24-25F at 53.9%/54.1%.
a0 M% N Lower sales returns (FY24F/25F: 13.5%/12.5% vs FY23: 16%) should translate
200 - into lower expired inventories (FY24F/25F: 6.8%/6.2% vs FY23: 8.3%) which is
0001 | 45 part of opex. This should pave the way for stronger growth in FY24/25F net
. profit of 14.7%/18.3% yoy. As a result, we revise lowered our FY24/25F
o [ earnings by 11.1% and 2.4%, respectively, given our lower volume assumption
0 | - o and higher sales returns estimate.
R o | Maintain Buy with a lower TP of Rp1,400.
858858555533 988545568 ROTI trades at FY24F PE of 17.7x, 8.5% premium to peers but with expectation

of FY23-26F net profit CAGR of 17% (vs peers’ 8%). We believe the key to
securing better profitability and valuation rerating is the improvement in
volume and return rate which we expect to happen in 2Q23. We maintain our
Buy rating with a lower TP of Rp1,400 (FY24F PE of 20.9x). Key risks include
continued high return rates and higher wheat prices.

Key Financials

Source: Bloomberg
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Year to 31 Dec 2022A 2023A 2024F 2025F 2026F
Natalia Sutanto Revenue (Rpbn) 3,935 3,821 4,044 4,368 4,826
(62-21) 5091 4100 ext. 3508 EBITDA (Rpbn) 838 681 723 822 948
natalia.sutanto@brids.co.id EBITDA Growth (%) 38.1 (18.7) 6.1 13.8 15.3
Net Profit (Rpbn) 432 333 382 452 537
EPS (Rp) 75.8 58.4 67.0 79.3 94.1
EPS Growth (%) 65.3 (22.9) 14.7 18.3 18.6
Sabela Nur Amalina BVPS (Rp) 470.1 419.6 457.7 473.6 530.0
(62-21) 5091 4100 ext. 4202 DPS (Rp) 106.5 60.7 58.4 53.6 23.8
sabela.amalina@brids.co.id PER (x) 156 20.3 17.7 14.9 12.6
PBV (x) 2.5 2.8 2.6 2.5 2.2
Dividend yield (%) 9.0 5.1 4.9 4.5 2.0
EV/EBITDA 7.9 10.0 9.1 7.9 6.4

Source: AVIA, BRIDS Estimates
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FY24 outlook: focusing on profitability

4Q23 summary

ROTI reported 4Q23 net profit of Rp103bn, down 39% yoy and -7% qogq,
leading to a FY23 bottom line of Rp333bn, down 23% yoy. The FY23 net
profit is 95% of our FY23 forecast (i.e., slightly below) and 98% of consensus
estimates (i.e., inline).

In 4Q23, ROTI reported lower revenue on both a goq and yoy basis given
soft demand during the year-end holiday period. Combined with the launch
of several new products, sales returns increased to 16.2% (3Q23: 15.1% and
FY22:11%).

On a more positive note, lower wheat prices supported 4Q23 and FY23 gross
margin improvements. For 2024, ROTI will focus on maintaining profitability
and provide more affordable products.

Exhibit 1. 4Q23 earnings

ROTI U FY22 FY23 YoY, % 4Q22 3Q23 4Q23 QoQ, % YoY, % 2023F A/F, % A/C, %
(in IDR bn)
Net revenue 3,935 3,821 N -2.9% 1,073 1,014 983 -3.0% -8.4% 3,892 98% 99%
COGS 1,849 1,756 T 51% 468 456 434 -4.7% -7.1% 1,806
Gross profit 2,086 2,065 N -1.0% 605 558 549 -1.6% -9.3% 2,087
Opex (1,518) (1,674)' 10.3% (368) (423) (429) 1.5% 16.5% (1,647)
Operating profit 638 478 7 -25.1% 259 158 144 -9.0% -44.3% 512 93% 101%
Pretax profit 573 4287 -25.3% 224 143 133 -7.0% -40.8% 466
Net profit 432 333 -22.9% 169 111 103 -7.1% -38.9% 352 95% 98%
Gross margin 53.0% 54.0% 56.4% 55.0% 55.8%
Sales return -11.1%  -16.0% -13.0% -15.1% -16.2%
Opex to revenue -34.2%  -36.7% -29.9% -35.2% -36.5%
Operating margin 16.2% 12.5% 24.2% 15.6% 14.7%
Net margin 9.7% 7.3% 15.8% 11.0% 10.5%

Source: Company, BRIDS Estimates

Exhibit 2. Earnings revision

Previous New Changes

2023F 2024F 2025 2023A 2024F 2025F 2023 2024 2025
Net revenue 3,892 4,401 4,927 3,821 4,044 4,368 -1.8% -8.1% -11.3%
Gross profit 2,087 2,382 2,614 2,065 2,181 2,365 -1.0% -8.4% -9.5%
Operating profit 512 624 659 478 541 619 -6.6% -13.3% -6.0%
Net profit 352 430 464 333 382 452 -5.2% -11.1% -2.4%
Gross margin 53.6% 54.1% 53.0% 54.0% 53.9% 54.1%
Opex/revenue 40.5% 39.9% 39.7% 41.5% 40.5% 40.0%
Operating margin 13.1% 14.2% 13.4% 12.5% 13.4% 14.2%
Net margin 9.0% 9.8% 9.4% 8.7% 9.5% 10.4%
Key assumptions
ASP growth 1.4% 1.7% 2.0% 0.2% 0.3% 1.5%
Volume growth 0.9% 8.0% 9.2% 2.6% 2.5% 5.2%
Return rate -14.0% -11.5% -11.0% -16.0% -13.5% -12.5%
A&P/revenue 6.0% 7.0% 7.0% 5.5% 6.0% 6.0%

Source: Company, BRIDS Estimates
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Exhibit 3. ROTI’s quarterly revenue (Rp Bn) Exhibit 4. Quarterly return rate, 1Q18-4Q23
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Exhibit 5. Expired inventory/net revenue Exhibit 6. PE Band
10.0% 390
9.0% 2

8.0%

34.0 /
7.0% 29.0 f
6.0% 222

24.0
5.0%
4.0% 190 15.6
3.0% 14.0
2.0% Mar-19 Mar-20 Mar-21 Mar-22 Mar-23 Mar-24
0,
1.0% PE ROTI Avg 5-y -1SD
0.0%

2018 2019 2020 2021 2022 2023 +sD 250 250

Source: Company Source: Company, BRIDS Estimates

Exhibit 7. Earnings revision

Dividend EPS Core profit
0,
Target Market Cap P/E (x) P/BV (x) ROE (%) yield (%) growth (%) J——
Ticker Rec (Rp) (RpBn) 2024F 2025F 2024F 2025F 2024F 2024F 2024F 2025F 2024F 2025F

UNVR IJ Sell 2,650 102,242 20.3 19.3 30.1 29.9 148.5 4.9 4.9 5.3 4.9 5.3
ICBP 1) Buy 13,000 132,654 12.4 12.0 2.7 2.4 23.6 3.1 16.2 3.6 4.6 10.6
KLBF 1J Hold 1,600 70,078 25.4 23.1 3.0 2.8 12.2 1.5 2.8 9.9 4.0 9.1
INDF 1J Buy 8,000 57,292 5.7 5.3 0.8 0.8 15.6 5.0 11.3 8.8 2.0 13.3
MYOR 1) Buy 3,500 53,437 17.3 14.9 3.4 3.0 20.5 3.0 8.3 16.0 14.3 12.2
SIDO I Hold 600 18,600 17.5 16.1 5.3 5.2 31.0 5.2 12.0 8.5 6.6 8.8
ROTI lJ Buy 1,700 7,392 17.9 15.1 2.6 2.5 15.3 4.9 14.7 18.3 14.7 18.3
Sector - weighted 16.3 15.1 9.0 8.8' 19.6 3.6 9.7 7.6 5.7 9.7

Source: Company, BRIDS Estimates

bridanareksasekuritas.co.id See important disclosure at the back of this report 2




‘ BR danareksa
sekuritas

Equity Research — Company Update Thursday, 07 March 2024

Exhibit 8. Income Statement

Year to 31 Dec (Rpbn) 2022A 2023A 2024F 2025F 2026F
Revenue 3,935 3,821 4,044 4,368 4,826
COGS (1,849) (1,756) (1,863) (2,004) (2,221)
Gross profit 2,086 2,065 2,181 2,365 2,605
EBITDA 838 681 723 822 948
Oper. profit 638 478 541 619 723
Interest income 11 11 11 11 18
Interest expense (50) (61) (50) (40) (40)
Forex Gain/(Loss) 0 0 0 0 0
Income From Assoc. Co’s 0 (1) (1) (1) (1)
Other Income (Expenses) (26) 0 (11) (9) (12)
Pre-tax profit 573 428 490 580 688
Income tax (141) (95) (108) (128) (151)
Minority interest 0 0 0 0 0
Net profit 432 333 382 452 537
Core Net Profit 432 333 382 452 537
Exhibit 9. Balance Sheet
Year to 31 Dec (Rpbn) 2022A 2023A 2024F 2025F 2026F
Cash & cash equivalent 627 538 672 686 1,118
Receivables 493 472 443 478 528
Inventory 147 138 135 145 160
Other Curr. Asset 19 17 19 21 23
Fixed assets - Net 2,527 2,570 2,579 2,582 2,512
Other non-curr.asset 318 208 209 210 209
Total asset 4,130 3,944 4,056 4,122 4,552
ST Debt 0 100 0 0 0
Payables 430 398 410 442 489
Other Curr. Liabilities 182 171 187 202 223
Long Term Debt 498 499 500 400 400
Other LT. Liabilities 339 382 348 376 416
Total Liabilities 1,449 1,550 1,446 1,421 1,529
Shareholder'sFunds 2,681 2,393 2,610 2,701 3,023
Minority interests 0 0 0 0 0
Total Equity & Liabilities 4,130 3,944 4,056 4,122 4,552
bridanareksasekuritas.co.id See important disclosure at the back of this report 3
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Exhibit 10. Cash Flow

Year to 31 Dec (Rpbn) 2022A 2023A 2024F 2025F 2026F
Net income 432 333 382 452 537
Depreciation and Amort. 200 203 182 203 226
Change in Working Capital (54) (3) 45 (14) (19)
OtherOper. Cash Flow 92 40 53 41 39
Operating Cash Flow 670 574 662 683 783
Capex (160) (197) (162) (175) (121)
Others Inv. Cash Flow 64 69 33 (29) (34)
Investing Cash Flow (96) (128) (129) (204) (155)
Net change in debt 1 1 1 (100) 0
New Capital (273) 0 0 0 0
Dividend payment (608) (346) (333) (306) (136)
Other Fin. Cash Flow 209 (336) (50) (40) (40)
Financing Cash Flow (670) (681) (382) (446) (176)
Net Change in Cash (97) (236) 151 33 452
Cash - begin of the year 759 627 538 672 686
Cash - end of the year 627 538 672 686 1,118

Exhibit 11. Key Ratio

Year to 31 Dec 2022A 2023A 2024F 2025F 2026F
Growth (%)

Sales 19.7 (2.9) 5.9 8.0 10.5
EBITDA 38.1 (18.7) 6.1 13.8 15.3
Operating profit 54.7 (25.1) 13.2 14.3 16.7
Net profit 52.4 (22.9) 14.7 18.3 18.6
Profitability (%)

Gross margin 53.0 54.0 53.9 54.1 54.0
EBITDA margin 21.3 17.8 17.9 18.8 19.6
Operating margin 16.2 12.5 13.4 14.2 15.0
Net margin 11.0 8.7 9.5 10.4 111
ROAA 10.4 8.3 9.6 11.1 124
ROAE 15.6 131 15.3 17.0 18.8
Leverage

Net Gearing (x) 0.0 0.0 (0.1) (0.1) (0.2)
Interest Coverage (x) 12.7 7.9 10.8 15.5 18.1

Source : KLBF, BRIDS Estimates
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BRI Danareksa Equity Research Team

Erindra Krisnawan, CFA Head of Equity Research, Strategy, Coal erindra.krisnawan@brids.co.id
Natalia Sutanto Consumer, Cigarettes, Pharmaceuticals, Retail natalia.sutanto@brids.co.id
Niko Margaronis Telco, Tower, Technology, Media niko.margaronis@brids.co.id
Hasan Barakwan Metal, Oil and Gas hasan.barakwan@brids.co.id
Victor Stefano Banks, Poultry victor.stefano@brids.co.id
Ismail Fakhri Suweleh Healthcare, Property, Industrial Estate ismail.suweleh@brids.co.id
Richard Jerry, CFA Automotive, Cement richard.jerry@brids.co.id

Ni Putu Wilastita Muthia Sofi Research Associate wilastita.sofi@brids.co.id
Naura Reyhan Muchlis Research Associate naura.muchlis@brids.co.id
Sabela Nur Amalina Research Associate sabela.amalina@brids.co.id
Christian Immanuel Sitorus Research Associate christian.sitorus@brids.co.id

BRI Danareksa Economic Research Team

Helmy Kristanto Chief Economist, Macro Strategy helmy.kristanto@brids.co.id
Dr. Telisa Aulia Falianty Senior Advisor telisa.falianty@brids.co.id
Kefas Sidauruk Economist kefas.sidauruk@brids.co.id

BRI Danareksa Institutional Equity Sales Team

Yofi Lasini Head of Institutional Sales and Dealing yofi.lasini@brids.co.id
Novrita Endah Putrianti Institutional Sales Unit Head novrita.putrianti@brids.co.id
Ehrliech Suhartono Institutional Sales Associate ehrliech@brids.co.id

Yunita Nababan Institutional Sales Associate yunita@brids.co.id

Adeline Solaiman Institutional Sales Associate adeline.solaiman@brids.co.id
Andreas Kenny Institutional Sales Associate andreas.kenny@brids.co.id
Christy Halim Institutional Sales Associate christy.halim@brids.co.id
Jason Joseph Institutional Sales Associate Jason.joseph@brids.co.id

BRI Danareksa Sales Traders

Mitcha Sondakh Head of Sales Trader mitcha.sondakh@brids.co.id
Suryanti Salim Sales Trader suryanti.salim@brids.co.id

INVESTMENT RATING

BUY Expected total return of 10% or more within a 12-month period

HOLD Expected total return between -10% and 10% within a 12-month period

SELL Expected total return of -10% or worse within a 12-month period
Disclaimer

The information contained in this report has been taken from sources which we deem reliable. However, none of PT BRI Danareksa Sekuritas

and/or its affiliated and/or their respective employees and/or agents makes any representation or warrant {express or implied) or accepts any

responsibility or liability as to, or in relation to, the accuracy or completeness of the information and opinions contained in this report or as to
any information contained in this report or any other such information or opinions remaining unchanged after the issue thereof.

We expressly disclaim any responsibility or liability (express or implied) of PT BRI Danareksa Sekuritas, its affiliated companies and their
respective employees and agents whatsoever and howsoever arising (including, without limitations for any claims, proceedings, action, suits,
losses, expenses, damages or costs) which may be brought against or suffered by any person as results of acting in reliance upon the whole or
any part of the contents of this report and neither PT BRI Danareksa Sekuritas, its affiliated companies or their respective employees or agents

accepts liability for any errors, omissios or mis-statements, negligent or otherwise, in the report and any liability in respoect of the report or any
inaccuracy therein or omission therefrom which migh otherwise arise is hereby expresses disclaimed.

The information contained in the report is not to be taken as any recommendation made by PT BRI Danareksa Sekuritas or any other person to
enter into any agreement with regard to any investment mentiond in this document. This report is prepared for general circulation. It does not
have regards to the specific person who may receive this report. In considering any investments you should make your own independent

assessment and seek your own professional financial and legal advice.
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