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Poultry
Potential re-rating intact from strong FY24-25F
earnings growth and light funds’ positioning

e Despite the potentially lower LB prices in Suro month, we remain bullish
given the expected higher margin from lower feed costs.

o The relatively light position of funds suggests 2Q24 earnings beat could
re-rate the sector in our view.

e We maintain our Overweight rating on the sector, foreseeing higher
margins to support growth. CPIN remains our top pick in the sector.

Seasonality lower LB prices in July

Based on our observations, LB prices typically declined by 9% mom on
average during the Suro month (this year started on July 6 - 7, 2024). Based
on weekly seasonality, the lowest prices occurred during the 2" week of
the Suro month, with prices gradually recovering until the 4" week. We
estimate the FY24 Suro month avg. LB price at c. Rp18k and the lowest price
point at c. Rp15k. As we believe the lower LB prices are to be expected and
the current feed costs are on the lower side, we remain positive on the
integrators™ higher operating margin for FY24F.

Expecting strong earnings momentum in 2Q24

Supported by higher LB prices and lower feed costs, we expect sequential
margin improvement in 2Q24. We expect CPIN, JPFA, and MAIN to book NP
of Rp1,400-1,670bn, Rp871-1,110bn, and Rp108-156bn, respectively, in
2Q24, which suggests strong 63-101% qoq/ 57-94% yoy earnings growth.
The strong earnings momentum in 2Q24 will be driven by the feed business,
as the major component of its raw materials, namely corn and SBM,
experienced 11-7% qoq lower prices during 2Q24, and the commercial and
breeding farm which was supported by the high LB (+3% qoq) and DOC
(+37% qoq) prices.

Neutral position suggests earnings momentum has yet to be priced-in

As of Jun24, the positioning of local funds in the poultry sector was
relatively neutral (+0.03% weight), unchanged from last month’s position.
Despite improving compared to the underweight position in the past two
years, we believe the strong earnings growth outlook for FY24-FY25F has
yet to be priced in. The strong 2Q24 earnings could be a re-rating catalyst,
in our view. In the past two months, foreign have been selling CPIN
(Rp57bn) while adding JPFA (Rp219bn), which we believe is due to JPFA's
better performance compared to CPIN in the 1Q24.

Maintain Overweight with CPIN as our top pick

While we expect potential sequential earnings weakness in 3Q24, we
maintain Overweight rating on the sector with feed margins improvement
as the key catalyst and high LB prices as potential upside. Our top pick is
CPIN given its share price underperformance YTD, potentially higher
sequential earnings growth compared to its peers, and lower foreign fund
ownership. The risks to our view are lower-than-expected LB prices and
spike in feed costs.

Target Market

Price Cap. P/E (x) P/BV (x) ROE (%)
Company Ticker Rec (Rp) (RpBn) 2024F 2025F 2024F 2025F 2025F
Charoen Pokphand Indonesia CPIN 1) BUY 5,900 86,499.5 29.3 21.4 3.0 2.8 13.5
Japfa Comfeed Indonesia JPFA ) BUY 1,800 18,234.8 9.4 7.5 0.9 0.9 14.2
Malindo Feedmill Indonesia MAIN 1) BUY 850 1,589.5 12.3 7.5 0.6 0.6 7.8

bridanareksasekuritas.co.id
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Potential re-rating intact from strong FY24-25F
earnings growth and light funds’ positioning

Seasonality lower LB prices in July

Based on our observations, LB prices typically declined by 9% mom on
average during the Suro month (this year started on July 6 - 7, 2024). Based
on weekly seasonality, the lowest prices occurred during the 2™ week of
the Suro month, with prices gradually recovering until the 4" week. We
estimate the FY24 Suro month avg. LB price at c. Rp18k and the lowest price
point at c. Rp15k. As we believe the lower LB prices are to be expected and
the current feed costs are on the lower side, we remain positive on the
integrators” higher operating margin for FY24F.

Exhibit 1. Weekly average LB prices during Suro month

West Java's Livebird Price

’ 2017
(Rp '000/kg)

2018

Average 2017-2024

2019
(exc. 2021)

2020 2021 2022 2023

16.8
16.6
143 -
15.2
15.4

1 month before Suro

1week of Suro month
2 week of Suro month
3 week of Suro month
4 week of Suro month

15.2
139 -
16.4

Suro month (avg.)
Suro month (min.)
1 month after Suro

17.9
171
153
16.1
19.5

17.6
14.8
18.2

-5%

-15%
-10%

-2%

-17%

3%

16.8
12.8
16.5
14.7
17.3

15.5
12.3
13.4
15.5
11.7

153
17.7
16.3
19.1
19.5

21.0
18.8
16.6
18.9
203

236
219
179 -
198 -
221

-21%
-13%

16% -10%
-21%

-10%

-11%
-15%
-10%

-5%

25%
-25% 28%
15.7
10.4
19.0

13.6
11.3
14.4

-12%
-27%
6%

183
15.5
18.3

20% 18.6
16.0

17.9

-12%
-24%
-4%

206 -
170 -
20.3

-9%
-25%

0% 6%

Source: Various sources, BRIDS Estimates

Exhibit 2. CPIN's quarterly net profits

Expecting strong earnings momentum in 2Q24

Supported by higher LB prices and lower feed costs, we expect sequential
margin improvement in 2Q24. We expect CPIN, JPFA, and MAIN to book NP
of Rp1,400-1,670bn, Rp871-1,110bn, and Rpl108-156bn, respectively, in
2Q24, which suggests strong 63-101% qoq/ 57-94% yoy earnings growth.
The strong earnings momentum in 2Q24 will be driven by the feed business,
as the major component of its raw materials, namely corn and SBM,
experienced 11-7% qoq lower prices during 2Q24, and the commercial and
breeding farm which was supported by the high LB (+3% goq) and DOC
(+37% qoq) prices.

Exhibit 3. JPFA's quarterly net profits
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Exhibit 4. MAIN's quarterly net profits Exhibit 5. Feed wheat import (in kg)
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Exhibit 6. Average LB and DOC prices Exhibit 7. Average local corn and SBM prices
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Neutral position suggests earnings momentum has yet to be priced-in

As of Jun24, the positioning of local funds in the poultry sector was
relatively neutral (+0.03% weight), unchanged from last month’s position.
Despite improving compared to the underweight position in the past two
years, we believe the strong earnings growth outlook for FY24-FY25F has
yet to be priced in. The strong 2Q24 earnings could be a re-rating catalyst,
in our view. In the past two months, foreign have been selling CPIN
(Rp57bn) while adding JPFA (Rp219bn), which we believe is due to JPFA's
better performance compared to CPIN in the 1Q24.

Exhibit 8. CPIN’s weighting and local funds position
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Exhibit 10. MAIN's weighting and local funds position

Exhibit 11. Foreign funds ownership
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Exhibit 12. Monthly foreign flow
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Maintain Overweight with CPIN as our top pick

While we expect potential sequential earnings weakness in 3Q24, we
maintain Overweight rating on the sector with feed margins improvement
as the key catalyst and high LB prices as potential upside. Our top pick is
CPIN given its share price underperformance YTD, potentially higher
sequential earnings growth compared to its peers, and lower foreign fund

ownership. The risks to our view are lower-than-expected LB prices and
spike in feed costs.

See important disclosure at the back of this report 4
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Exhibit 13. West Java livebird price (Rp ‘000/kg) Exhibit 14. Wonokoyo Super DOC - East Java (Rp/chick)
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Exhibit 15. Monthly local corn prices Exhibit 16. Monthly soybean meal prices
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Exhibit 17. CPIN EV/EBITDA band chart (5-year) Exhibit 18. CPIN P/E band chart (5-year)
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Exhibit 19. JPFA EV/EBITDA band chart (5-year)

Exhibit 20. JPFA P/E band chart (5-year)
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Exhibit 21. MAIN EV/EBITDA band chart (5-year) Exhibit 22. MAIN P/BV band chart (5-year)
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Buy Japfa Comfeed Indonesia (JPFA 1))

(Maintained) 1Q24’s earnings momentum to continue in 2Q24,
still driven by higher margin

Last Price (Rp) 1,555 e Post JPFA’s 1Q24 earnings beat, we expect earnings momentum to
Target Price (Rp) A 1,800 continue in 2Q24, supported by higher margin.

Qe dsyliicelifn) 1,500 e The strong earnings momentum in 2Q24 is expected to be driven by the
Upside/Downside +15.8% lower feed cost (both corn and SBM) and higher price for LB and DOC.
o We maintain our Buy rating with a higher TP of Rp1,800 as we raise our
No. of Shares {mn) 1La FY24-25F est. by 27-23% on higher LB prices and lower SBM costs.
Mkt Cap (Rpbn/USSmn) 17,743/1,092
:;'f;:;l':‘s'sza) 23.3/1.4 Seasonal patterns lead to lower LB prices in July is expected
Free Float (%) 6 According to our observations, LB prices typically decrease by an average of
9% mom during the Suro month, which commenced on June 6 - 7, 2024.
S am—————— Weekly patterns show that prices reach their lowest point in the 2" week of
> the Suro month, gradually recovering by the 4" week. Our calculations
Japfa Ltd >5.4 indicate that the average LB price for the 2024 Suro month is approximately
Rp18k/kg, with the lowest recorded price around Rp15k/kg. As we believe the
lower LB prices are to be expected, coupled with the currently lower feed
EPS Consensus (Rp) cost, leading us to maintain a positive outlook on JPFA's higher operating
2024F 2025F  2026F margins for FY24F.
BRIDS 1483 1796 2061 Expecting strong earnings momentum in 2Q24
Consensus 125.0 1475 172.1

We expect JPFA to achieve a net profit of Rp871-1,110bn in 2Q24, indicating
robust 49-300% earnings growth on both qoq and yoy basis. This momentum
is expected to be driven by the feed business, benefiting from lower prices of
local corn and SBM during the quarter, along with strong performances in the

BRIDS/Cons (%) 18.6 21.7 19.8

JPFA relative to JCI Index commercial and breeding farm segments supported by high prices for LB at
Oy AT Relatve to JCI[RHS| : o Rp20.5k/kg and DOC at Rp7.7k/chick.
i P FY24F/FY25F net profit estimates revised up by 27/23%
e -'W’ ° We tweak our FY24F livebird ASP assumption from Rp19k/kg to Rp19.5k/kg
;Z W (05) (+2%) based on strong ASP in 1H24. Additionally, we have lowered our FY24F
o | assumption on SBM cost by 3.8% to USS$395/t (Prev: USS411/t). As a result,
o | | 5 we raise our FY24F and FY25F net profit estimates by 27% and 23%,
a00 o) respectively.
ZOZ | I z: Maintain Buy rating with a higher TP of Rp1,800
GRRNNARRRRANAIRIIILG We maintain our buy rating on JPFA due to the strong earnings growth and
SR SEERT ES PR ES TR BES T relatively light fund positioning. We raise our TP to Rp1,800, from Rp1,500
Source: Bloomberg previously, aligned with our increased earnings forecast. Our TP valuation is

based on a target EV/EBITDA multiple of 7.3x (5-year average), implying an
FY24F PE multiple of 11.7x. Risks to our assessment include potential lower-
than-expected LB prices and an increase in feed costs.

BRI Danareksa Sekuritas Analysts Key Financials
Year to 31 Dec 2022A 2023A 2024F 2025F 2026F
Victor Stefano Revenue (Rpbn) 48,972 51,176 53,725 57,791 64,203
(62-21) 5091 4100 ext. 3505 EBITDA (Rpbn) 3,753 3,272 4,128 4,797 5,418
victor.stefano@brids.co.id EBITDA Growth (%) (15.4) (12.8) 26.2 16.2 12.9
Net Profit (Rpbn) 1,432 929 1,421 1,779 2,048
EPS (Rp) 122.1 79.3 121.2 151.8 174.7
o ) ) EPS Growth (%) (28.0) (35.1) 52.9 25.2 15.1
Wilastita Muthia Sofi BVPS (Rp) 1,087.1 11279 12166 13188  1,431.2
(62-21) 5091 4100 ext. 3509 DPS (Rp) 59.5 49.5 324 49.6 62.1
wilastita.sofi@brids.co.id PER (x) 9.4 14.4 9.4 7.5 6.6
PBV (x) 1.1 1.0 0.9 0.9 0.8
Dividen yield (%) 5.2 4.3 2.8 4.3 5.4
EV/EBITDA 6.5 7.6 6.1 5.3 4.7

Source: JPFA, BRIDS Estimates
bridanareksasekuritas.co.id See important disclosure at the back of this report 7
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Exhibit 1. Summary of forecast revision

Financial
Prev Changes Changes
Revenue (Rpbn) 53,725 54,197 0.9% 57,791 58,660 1.5%
EBITDA (Rpbn) 4,128 4,671 13.2% 4,797 5,374 12.0%
Net Profit (Rpbn) 1,421 1,803 26.9% 1,779 2,181 22.6%

Price

Prev Changes Changes
Live Bird (Rp/kg live) 19,163 19,544 2.0% 19,698 20,247 2.8%
DOC (Rp/bird) 6,411 6,411 0.0% 6,649 6,649 0.0%
Corn (Rp/kg) 5,387 5,387 0.0% 5,481 5,481 0.0%
Soybean meal (USS/t) 411 395 -3.8% 420 404 -3.8%

Source: BRIDS Estimates

Exhibit 2. JPFA EV/EBITDA band chart (5-year) Exhibit 3. JPFA P/E band chart (5-year)
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Exhibit 4. Revenue and Growth

Exhibit 5. Net Profit and Growth

IDRBN B Revenue Sales Growth [RHS] (%) IDRBN mmm Net Profit Net Profit Growth [RHS] (%
70,000 - r 25 2,500 - - 120
60,000 - - 100
- 20 2,000 - - 80
50,000 - / L 60
40,000 - - 15 1,500 - | 5
30,000 - - 10 1,000 - [ &
20,000 Lo
-5 500 - - (20)
10,000 - - (a0)
0 -0 0 - - (60)
2021 2022 2023 2024F 2025F 2021 2022 2023 2024F 2025F
Source: Company, BRIDS Estimates Source: Company, BRIDS Estimates
Exhibit 6. Margins Exhibit 7. Gearing Level
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Exhibit 8. Income Statement

Year to 31 Dec (Rpbn) 2022A 2023A 2024F 2025F 2026F
Revenue 48,972 51,176 54,197 59,118 65,678
COGS (41,289) (43,665) (45,553) (49,034) (54,429)
Gross profit 7,683 7,511 9,122 10,084 11,249
EBITDA 3,753 3,272 0 5,267 5,941
Oper. profit 2,803 2,264 0 4,061 4,643
Interest income 9 44 0 31 30
Interest expense (747) (988) 0 (1,078) (1,223)
Forex Gain/(Loss) (72) 0 0 0 0
Income From Assoc. Co’s 0 0 0 0 0
Other Income (Expenses) (28) (59) (61) (63) (64)
Pre-tax profit 1,966 1,261 2,528 2,951 3,385
Income tax (464) (315) (632) (737) (846)
Minority interest (71) (16) (92) (107) (123)
Net profit 1,432 929 1,804 2,106 2,417
Core Net Profit 1,503 929 1,739 2,106 2,415
Exhibit 9. Balance Sheet
Year to 31 Dec (Rpbn) 2022A 2023A 2024F 2025F 2026F
Cash & cash equivalent 1,811 1,503 2,773 2,938 4,585
Receivables 2,496 2,586 2,685 2,906 3,229
Inventory 10,976 11,321 11,509 12,383 13,748
Other Curr. Asset 1,718 1,809 1,850 1,953 2,136
Fixed assets - Net 12,497 13,395 14,176 14,765 15,159
Other non-curr.asset 3,192 3,496 3,888 3,997 4,106
Total asset 32,691 34,109 36,881 38,942 42,962
ST Debt 4,424 4,909 5,911 5,911 12,910
Payables 4,135 4,891 4,659 5,013 5,565
Other Curr. Liabilities 853 884 1,075 1,193 1,315
Long Term Debt 8,426 7,915 8,237 8,175 2,637
Other LT. Liabilities 1,198 1,340 1,317 1,414 1,563
Total Liabilities 19,037 19,940 21,199 21,706 23,990
Shareholder'sFunds 12,748 13,226 14,649 16,092 17,699
Minority interests 907 941 1,033 1,144 1,272
Total Equity & Liabilities 32,691 34,107 36,881 38,942 42,962
See important disclosure at the back of this report 10
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Exhibit 10. Cash Flow

Year to 31 Dec (Rpbn) 2022A 2023A 2024F 2025F 2026F
Net income 1,432 929 1,804 2,182 2,501
Depreciation and Amort. 950 1,008 1,109 1,206 1,299
Change in Working Capital (817) 461 (739) (812) (1,282)
OtherOper. Cash Flow (138) (26) 262 291 315
Operating Cash Flow 1,427 2,372 2,436 2,867 2,833
Capex (1,937) (1,954) (2,074) (1,991) (1,898)
Others Inv. Cash Flow (244) (106) 19 24 22
Investing Cash Flow (2,181) (2,060) (2,055) (1,968) (1,875)
Net change in debt 2,719 (27) 1,324 (62) 1,461
New Capital (310) 180 0 0 0
Dividend payment (697) (581) (380) (738) (893)
Other Fin. Cash Flow (305) (128) (25) 96 151
Financing Cash Flow 1,406 (556) 919 (704) 719
Net Change in Cash 652 (244) 1,299 196 1,676
Cash - begin of the year 1,085 1,811 1,503 2,773 2,938
Cash - end of the year 1,811 1,503 2,773 2,938 4,585

Exhibit 11. Key Ratio

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

Sales 9.1 4.5 5.9 8.2 11.1
EBITDA (15.4) (12.8) 42.8 15.0 12.8
Operating profit (13.0) (19.2) 57.4 17.0 14.2
Net profit (28.0) (35.1) 94.1 21.0 14.6
Profitability (%)

Gross margin 15.7 14.7 16.8 17.3 17.4
EBITDA margin 7.7 6.4 8.6 9.2 9.3
Operating margin 5.7 4.4 6.6 7.1 7.3
Net margin 2.9 1.8 33 3.7 3.8
ROAA 4.7 2.8 5.1 5.8 6.1
ROAE 115 7.2 12.9 14.2 14.8
Leverage

Net Gearing (x) 0.8 0.8 0.7 0.6 0.6
Interest Coverage (x) 3.8 2.3 3.6 3.9 3.9

Source : JPFA, BRIDS Estimates

See important disclosure at the back of this report 11
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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
Timothy Wijaya Metal, Oil and Gas timothy.wijaya@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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