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Japfa Comfeed Indonesia (rra)

Record earnings; initiate BUY

Initiate coverage with BUY and TP of IDR2,300

We initiate coverage of JPFA with BUY as we believe it will benefit from
the government’s initiatives to regulate the nation’s livebird supply, which
should stabilize livebird prices. JPFA will also benefit from Indonesia’s
consistent GDP growth and low poultry consumption. Our TP of IDR2,300
is based on a target 7.5x FY25E PER (0.5SD below 3-year mean). Our target
PER is justified as JPFA’s operating efficiency improved and it continuously
innovates RTE products. Main downside risks include: higher-than-
expected raw material costs, and lower-than-expected livebird price.

Beneficiary of rising demand for livebirds

We forecast JPFA’s earnings to reach an all-time-high in FY24E/25E/26E at
IDR3.0t/3.6t/4.5t, as it will benefit from improving livebird price and
normalization of feed raw material price (corn and SBM). The former is
driven by government interventions in the industry through imposing a
530,000 GPS quota of livebirds (vs 630,000 livebirds previously) and
encouraging voluntary PS culling. Moreover, we also believe there is pent-
up demand for poultry from the free NMP, which started in Jan’25.

Technology to boost efficiency

JPFA’s adoption of technology has significantly enhanced its efficiency,
which should allow it to expand its EBIT margin to 8.2%/8.5%/8.7% in
FY24E/25E/26E (vs FY23 of 4.3%). JPFA’s implementation of closed-house
poultry farm technology creates a comfortable environment for its
livestock by removing extreme heat and unpleasant odours. Therefore,
JPFA is able to reduce the mortality rate to less than 1% compared to
traditional farms’ 10%. JPFA’s use of its own corn dryers and silos also
enables the company to procure corn at lower prices, contributing to
profit margin expansion in the long run.

Visible earnings turnaround

We project FY23-26E EPS CAGR of 69% (vs. FY19-22A: -7%) and all-time
high earnings of IDR3.0t/3.6t/4.5t for FY24E/25E/26E. JPFA’s strong
earnings performance is driven by our rising profit margin assumptions as
it is able to operate efficiently through its large business ecosystem and
implementation of technology. Considering JPFA has ample catalysts, we
believe its share price will also be able to perform as the supply and
demand of livebirds continues to recover, translating to higher profitability
for all of its business units.

FYE Dec (IDR b) FY22A FY23A FY24E FY25E FY26E
Revenue 48,972 51,176 58,022 66,196 75,907
EBITDA 2,750 2,206 4,783 5,632 6,587
Core net profit 1,428 939 3,024 3,622 4,529
Core FDEPS (IDR) 123 81 260 311 390
Core FDEPS growth(%) (29.6) (34.3) 222.1 19.8 25.0
Net DPS (IDR) 60 50 104 124 155
Core FD P/E (x) 10.5 14.6 7.2 6.0 4.8
P/BV (x) 1.2 1.0 1.4 1.2 1.0
Net dividend yield (%) 4.6 4.2 5.6 6.7 8.3
ROAA (%) 4.7 2.8 8.2 8.8 9.9
EV/EBITDA (x) 2.2 2.8 1.8 1.4 1.0
Net gearing (%) (incl perps) 37.5 36.7 46.0 34.3 23.7
Consensus net profit - 2,632 3,027 3,188
MIBG vs. Consensus (%) - - 14.9 19.6 42.1
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BUY

Share Price IDR 1,865

12m Price Target IDR 2,300 (+31%)

Company Description

Japfa Comfeed Indonesia engages in industrial,

livestock, and trading businesses.

Statistics
52w high/low (IDR) 1,960/1,060
3m avg turnover (USDm) 2.0
Free float (%) 43.3
Issued shares (m) 11,628
Market capitalisation IDR21.7T
USD1.3B
Major shareholders:
Japfa Holdings Pte Ltd 58.0%
Dimensional Fund Advisors LP 1.0%
JPMorgan AM 1.0%
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Abbreviations explained

NMP - Nutritious Meals Program
RTE - Ready to Eat

SBM - Soybean Meal

MT - Modern Trade

GPS - Grand Parent Stock

PS - Parent Stock

FS - Final Stock

DOC - Day-Old-Chick

Link to sector note:

70

Japfa Comfeed / Jakarta Composite Index - (RHS, %)

-12M
70
76

Indonesia Poultry - Consumption on the rise |
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Value Proposition Price Drivers

= JPFA is a leading animal protein company in Indonesia with Historical share price trend

a comprehensive presence in poultry, aquaculture, and beef 2,400 230
cattle. In FY23, JPFA’s sales were contributed by: 2,200 - 210
commercial farm (41%), animal feed (27%), consumer 2,000 q q 190
products and poultry processing (15%), aquaculture (9%), 1’?88 i q Eg
DOC / poultry breeding (5%), and others (4%). 1:400 i q q 130
= JPFA is one of Indonesia’s leading agribusiness companies 1,200 | 110
with integrated operations ranging from feed production to 1,000 - £ 90
food processing. 800 - 70
= JPFA’s products are distributed through a wide network 608ep-19 Sep-20 Sep-21 Sep-22 Sep-23 %0
across Indonesia, leveraging both modern and traditional Japfa Comfeed - (LHS, IDR)
trade channels to ensure broad market reach. Japfa Comfeed / Jakarta Composite Index - (RHS, %)
FY25E revenue breakdown Source: Company, Maybank IBG Research
Animal feed ,
24% Conzli]fgegoﬂ[fr‘;ucts 1. Indonesian government requests poultry breeders to cut
processing, 13% output by 10% to manage oversupply and protect livebird

prices.
2. Possibility of JPFA gaining market share as it raised its

Aquaculture,
9%

capex to IDR3t in FY19 to expand its business.
Corn (c. 50% of feed raw material) price surged as there
was not enough rain during the period.

Cfg?;]m,efg}z‘ DOC/poultry US projected that its crops volume might be better-than-
Othersbreed‘”g’ o expected, which reduces soybean price (c. 25% of feed
(trading, etc), raw material).
o 5. JPFA recorded high 1H24 net income of IDR1.5t (+1,705%
Source: Company, Maybank IBG Research YoY).

Financial Metrics Swing Factors

= JPFA’s profit margins have shown resilience despite UpS'Ide

fluctuating raw material costs. As raw material prices

stabilize, profit margins are expected to improve further. = Strong purchasing power driven by stronger economy and
= We project JPFA’s net margin to rise to 5.2%/5.5%/6.0% in GDP growth.

FY24/25/26E. = Launch of innovative RTE products such as nuggets and
=  We forecast JPFA to continuously disburse dividend payout seasoned chicken.

of 40% in FY24/25/26E. = Increasing education on importance of poultry to

decrease nation’s stunting.

Profit margins = Government’s continuous support for the farming industry
0% through imposing quotas and protecting livebird supply.
] e Downside
15.0% 14.0% g

| e = Weak purchasing power, which translates to lower poultry
10.0% S I 7.9% s B B7E demand and downtrading to cheap protein alternatives.
. | | | | - ‘m |5-5% o = Higher-than-expected raw material price (corn and
‘_4% 1.9% Iw.e% soybean meal) caused by weather, supply, and demand.

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024E 2025E 2026E

B Gross margin Operating margin Net margin

Source: Company, Maybank IBG Research
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Business Model & Industry Issues

@ Maybank
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Risk Rating & Score? 39.8
Score Momentum? -2.6
Last Updated 15 May 2024
Controversy Score? 0
(Updated: 08 May 2024)

= Poultry companies’ profitability are affected by fluctuations in nationwide price of DOC and broiler prices, which are influenced

by supply-demand dynamics and regulatory interventions.

= JPFA operates over 120 company-owned farms and collaborated with approximately 8,500 contract farms. This extensive
network supports its vertically integrated model, allowing for efficient production and supply chain management.
= JPFA mitigates volatile raw material feed prices (corn and soybean meal) through centralized procurement and advanced feed

technology to optimize feed conversion ratios.

= JPFA ensures biosecurity and animal health to mitigate risks. This is done through implementation of modern farming techniques

and industry best practices.

= Since FY19, JPFA launched the Japfa Sustainability Reporting System to systematically monitor and report its sustainability

efforts, ensuring transparency and continuous improvement.

Material E issues

= JPFA focuses on minimizing its environmental footprint
through sustainable farming practices, waste management,
and efficient resource utilization.

= |n FY21, JPFA issued the world’s first Sustainability-Linked
Bonds (SLB) in the agri-food industry and the first USD-
denominated SLB in Southeast Asia, linking its financial
performance to sustainability rights.

= JPFA implements energy-efficient production processes and
utilizes alternative energy sources to reduce greenhouse
gas emissions.

= |n FY23, JPFA disclosed its scope 1 emission of 85,340 tCO2e
and scope 2 emission of 556,533 tCO2e.

= JPFA optimizes raw material usage and implements
wastewater treatment for water reuse, contributing to the
preservation of increasingly scarce water resources.

Material S issues

= JPFA’s social initiatives include community development
programmes, employee welfare schemes, and efforts to
ensure food security.

= In FY20, JPFA participated in the Social LCA/SLCA Project
initiated by the United Nations Environment Life Cycle
Initiative and the Social LC Alliance to evaluate their
contribution to poultry farmer partners.

= JPFA is committed to support its farmer partners through
technical assistance and research which increases farm
productivity and promote sustainable practices.

= In FY23, JPFA highlighted the importance of its workforce
by ensuring safe working conditions, fair labour practices,
and fostering a culture of continuous learning and
development.

= In FY23, JPFA expands programmes such as JAPFA Cares and
JAPFA for Kids to support local communities, focusing on
education, health, and welfare.

Key G metrics and issues

= JPFA is dedicated to elevating the quality on five Good
Corporate Governance (GCG) principles: 1) transparency,
2) accountability, 3) responsibility, 4) independence, and
5) fairness.

= JPFA developed a comprehensive sustainability strategy
plan for 2019-2021 to align its operations with sustainable
practices and long-term goals.

= Business operations of the company are run by the Board
of Directors (BoD), which are supervised by the Board of
Commissioners (BoC). There are no BoC members on the
BoD.

= JPFA’s Board of Directors and Board of Commissioners
consist of experienced individuals with extensive industry
expertise, ensuring robust governance and strategic
oversight.

= In FY23, the BoC consisted of four members and the BoD
had five members, all are male.

= In FY23, JFPA held regular joint meetings with Board of
Directors at least once every 4 (four) months, and the
Board of Commissioners held 4 (four) joint meetings with
the Board of Directors.

= JPFA consistently improves governance quality, including
compliance with all regulatory standards, adjusts internal
mechanisms and procedures to comply with prevailing laws
and regulations.

= In FY23, total remuneration of the BoC and BoD are
included in general and administrative expenses, which
was IDR3.2t.

= Ernst and Young has been the auditor of the company for
the past 5 (five) years.

1Risk Rating & Score - derived by Sustainalytics and assesses the company’s exposure to unmanaged ESG risks. Scores range between 0 - 50 in order of increasing
severity with low/high scores & ratings representing negligible/significant risk to the company’s enterprise value, respectively, from ESG-driven financial impacts. 2Score
Momentum - indicates changes to the company's score since the last update - a negative integer indicates a company’s improving risk score; a positive integer indicates
a deterioration. 3Controversy Score - reported periodically by Sustainalytics in the event of material ESG-related incident(s), with the impact severity scores of these
events ranging from Category 0-5 (0 - no reports; 1 - negligible risks; ...; 5 - poses serious risks & indicative of potential structural deficiencies at the company).

January 14, 2025



Japfa Comfeed Indonesia

Fig 1: JPFA’s annual net sales

Investment thesis

We project JPFA’s net sales to accelerate at a 14% CAGR in FY23-26E, driven
by pent-up demand for poultry, which will enable the company to achieve
higher sales volume. While we have factored in the decline in livebird prices
in 3Q24, which impacts JPFA’s commercial farming (46% of FY24E revenue),
we still believe the company can achieve record earnings in FY24E due to
its strong performance in other segments, such as feed (25% of FY24E
revenue) and DOC (4% of FY24E revenue).

We expect JPFA’s animal feed business to continue to perform and maintain
its 9M24 EBIT margin of 8%, supported by the normalization of local corn
(50% of feed’s COGS) and soybean meal (25% of feed’s COGS) prices.

We are also positive that JPFA can achieve our earnings forecasts of
IDR3.0t/3.6t/4.5t for FY24E/25E/26E as the government continues to
support the farming industry to protect farmers from losses. The
government supports commercial farmers by: 1) imposing a GPS quota of
530,000 (vs previously 630,000); and 2) suggesting breeders to voluntary
cull their PS at 50-54 weeks (vs previously 67 weeks).

Fig 2: JPFA’s quarterly net sales

@ Maybank
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Fig 3: JPFA’s annual earnings

Fig 4: JPFA’s quarterly earnings

Net sales are after elimination and unallocated item
Source: Company, Maybank IBG Research
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Fig 5: JPFA’s revenue contribution by segment (9M24) Fig 6: Revenue contribution (%) (9M24)
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Fig 7: JPFA’s EBIT contribution by segment (9M24) Fig 8: EBIT contribution (%) (9M24)
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Fig 9: Normalizing soybean meal... Fig 10: ...and local corn price
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Source: Badan Pangan Nasional, Maybank IBG Research

Based on closing price 5th December 2024 Based on closing price 5th December 2024

1.1 Low poultry consumption in Indonesia
Statista projects Indonesia’s poultry consumption to steadily increase to
9.3kg per capita by 2029 (vs 2023 of 8.4kg), as shown in Fig 11. We believe
this growth is attainable, driven by Indonesia’s consistent rising GDP per
capita, which has almost reached USD5,000 per capita (currently USD4,920).
Economic expansion will also be particularly fuelled by the growth in the
ex-Java region (46% of population), where crude palm oil (CPO) price surged
and coal prices remained resilient. We believe ex-Java region is promising
as they typically benefit from commodities boom. Consequently, boosting
purchasing power in the area which enable the population to up-trade from

cheap plant based protein (such as tempeh and tofu) to animal based
protein, including poultry.

January 14, 2025
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Fig 11: Indonesia’s poultry consumption Fig 12: Indonesia’s GDP
in kg im USD
9.50 9.32 8,000
9.16
9.01
9.00 8.86 7,000
8.70
8.54 6, 000
8.50 8.38
8.21
8.05 5,000
8.00 7.90
7.67 7.76 4,000
7.55
7.50 3,000
7.00 ~ ) o 8 = m m # w % H L g EFDDD i w =} [ oo =2 [=1 — [ ] [ag] L Lt L l_u il il
= e = 9 K — — — — — — &l o ol o = ral pral - oo o
8§ 8 8 8 8§ ® |8 § § & & g g R RRR{|RR|I|gLgESS S
Source: Statista, Maybank IBG Research Source: Statista, Maybank IBG Research
Fig 13: Indonesia population Fig 14: Top 10 cities with highest GDP per capita in Indonesia
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Fig 15: CPO price Fig 16: Coal price
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1.2 Benefit from being a populous country

We believe Indonesia’s large population will also significantly drive demand
and sales volume for JPFA, as the nation’s growing GDP is likely to
encourage consumers to up-trade from cheap protein to affordable
nutritious proteins. According to our ground checks, chicken carcass is
Indonesia’s most affordable protein after plant-based proteins, such as
tempeh and tofu. Moreover, the government is prioritizing public health,
with the current administration’s healthcare budget aimed at achieving 6
key objectives, which includes reducing the prevalence of stunting among
toddlers to 18.8% by 2025 (vs 2023 of 21.5%).
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Fig 17: Indonesia’s 2025 healthcare and education budget vs

state budget

Fig 18: Animal protein price comparison

& Maybank

Sekuritas Indonesia
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1.3

Fig 19: JPFA’s consumer product brands

Based on price on 5th November 2024

Continuous launch of innovative consumer products to
drive future sales

JPFA’s sales of innovative consumer products and poultry processing under
its well-known brands, such as So Good and So Nice, should continue to
grow at a CAGR of 6% FY23-26E on the back of Indonesia’s growing number
of modern trade (MT) channels. Indonesian consumers are increasingly
shopping at the MT channels due to their product options, quality and
accessibility. Thus, we forecast JPFA’s EPS to grow by 224%/20%/25% YoY

in FY24E/25E/26E as it should benefit from higher sales volume for all of its
business segments.

We forecast JPFA’s consumer products to contribute 13% to JPFA’s FY25
revenue despite fierce competition in the industry. We believe JPFA’s
consumer products should maintain its FY23 market share at 19%, driven by
its strong branding (So Good, So Nice, Ola Gud, etc.) and continuous product
innovation. From Aug’23 to July’24, JPFA actively launched 5 new products:

e So Good Crispy Chicken Nugget

e So Good Mac and Cheese Chicken Nugget
e Real Good Yogurt Drink

e So Good Sterilized Milk

e So Nice Premium Hot Flavour

Source: Simponi Ternak, Maybank IBG Research

Fig 20: AMRT had nearly 20,000 stores in 2023 in Indonesia
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Fig 21: Indonesian consumers increasingly shopping at modern

trade channels such as modern supermarkets

@ Maybank
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Fig 22: JPFA’s EPS
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Fig 23: JPFA’s social media

Fig 24: JPFA’s A&P to sales trend
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Fig 25: JPFA’s latest innovation to tackle competition

Fig 26: Top 3 processed meat players’ market share
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1.4 Government’s favourable regulations should support

livebird price

JPFA will also benefit from the government’s initiatives aimed at managing
the oversupply of livebirds through: 1) imposing a GPS import quota of
530,000 in 2024 (vs 2023 of 630,000); and 2) advise breeders to voluntary
cull their PS at 50-54 weeks (vs previously 67 weeks). JPFA will benefit from
the latter as the culling activity should result in a decline in livebird supply
in the industry. Prior to voluntary culling, the production age of PS was 25-
66 weeks. Consequently, voluntary culling at the age of 50-54 weeks will
result in approximately 3 months reduction of PS supply, impacting the

number of DOC FS.
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Fig 27

: Process from GPS to DOC

@ Maybank
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1.5

Company, Maybank IBG Research

Stable feed margin from normalizing raw material price
Feed is JPFA’s second largest revenue contributor with EBIT margin of c. 8%
in FY24E-26E, which we believe is attractive to a cost-plus margin business
model. We believe JPFA can sustain its feed margin and maintain its second
largest market share position through its: 1) large business scale; and 2)
normalizing corn and soybean price, allowing JPFA to pass on minimal ASP

increase to consumers and gain higher sales volume.

We also view JPFA’s feed business positively as it should contribute 24% to
its FY25E revenue as the government’s commitment to establish Indonesia
as a food-estate country should reinforce its focus on the agricultural sector.
This should ensure farmers, including feed and poultry producers, can

operate without incurring losses.

Fig 28: JPFA’s EBIT margin for feed maintained at 7-9%

Fig 29: JPFA’s feed COGS
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2.1

Fig 30: Our site visit to JPFA’s closed-house commercial farm Fig 31: ..located in Ciomas, Banten

Company overview

Second largest market share

JPFA, founded in 1975, is a subsidiary of Japfa Ltd, specializing in the entire
supply chain from upstream (animal feed) to downstream (consumer
products) of poultry, aquaculture, and beef cattle. JPFA’s business scale
allowed the company to be the second largest feed and DOC producer in
Indonesia through its 16 feed mills, 78 breeding farms, and 30 hatcheries
across Indonesia. JPFA operates 120 company farms and c. 8,500 contract
farms.

JPFA is committed to ensure the quality of its livebirds through maintaining
its strong relationship with Aviagen for its GPS stock, and continuously
leveraging technology to enhance quality control and achieve an efficient
feed-conversion ratio. During our site visit to JPFA’s commercial farm
located in Ciomas, Banten, we observed its closed-house facilities, which
have reduced mortality rates to below 1%, compared to the traditional
open-house system where mortality rates can reach above 10%.

The closed-house facilities shown in fig 30 and 31 also allow JPFA to produce
livebirds optimally by ensuring a comfortable environment for DOC with
precise temperature control, automated feeding systems, and stringent
cleanliness protocols. Advanced biosecurity was also implemented inside its
Ciomas commercial farm to avoid disease outbreaks.

facility...

€ Mmaybank

Sekuritas Indonesia

el

Source: Company, Maybank IBG Research

2.2

We also visited one of JPFA’s So Good Food factory located in Tangerang to
observe the company’s slaughtering process, nugget production, sausage
production, and further learn about the company’s diverse product
portfolio. JPFA has 83 SKUs under 3 brands that are produced in its So Good
Food factory: So Good, So Nice, and Real Good, targeting consumers from
kids to adults of 5 years old to 34 years old.

Shareholders and key management

JPFA has 4 commissioners and 5 directors managing the business. Each of
them have at least 10 years of experience in the agriculture industry. All of
the commissioners and directors are male.

January 14, 2025

Source: Company, Maybank IBG Research
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Fig 32: Background of key management

Sekuritas Indonesia

Name

Experience
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Independent
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Board of Directors

President Director

Vice President
Director

Director

Director

Director

Syamsir Siregar

Bambang Budi Hendarto

Hendrick Kolonas

Ito Sumardi Djuni Sanyoto

Renaldo Santosa

Tan Yong Nang

Antonius Harwanto Suryo
Sembodo

Leo Handoko Laksono

Rachmat Indrajaya

Syamsir Siregar graduated from the National Military Academy and Command Army Staff
School and served as JPFA's president commissioner since 2010. Syamsir Siregar has 18 years
of agriculture experience and has no affiliation with the other members of the Board of
Commissioners, Board of Directors, and Controlling Shareholders of the company.

Bambang Budi Hendarto graduated from the Faculty of Animal Science at Brawijaya
University. He served as JPFA's Director from 1989-1997 and Vice President Director from
1997-2021. Bambang Budi Hendarto has 44 years of agriculture experience and has no
affiliation with the other members of the Board of Commissioners, Board of Directors, and
Controlling Shareholders of the company.

Hendrick Kolonas has served as Vice President Commissioner since 2012. He graduated from
Middlesex University, England, with a Bachelor of Arts degree in Accounting and Finance. He
also acquired a Master of Business Administration degree from Schiller International
University in London. Hendrick Kolonas also founded multiple consumer finance companies
in Indonesia such as Wahana Ottomitra Multiara. He has 27 years of experience in the
agriculture industry and has no affiliation with the other members of the Board of
Commissioners and Board of Directors of JPFA. However, he is affiliated with the Controlling
Shareholders of JPFA.

Ito Sumardi Djuni Sanyoto has served as JPFA's Independent Commissioner since 2019. He
graduated from the Police Department of the Indonesian Armed Forces Academy and has a
Master’s Degree in Business Administration and Doctoral degree in law. Ito Sumardi Djuni
Sanyoto has 10 years of experience in agriculture and has no affiliation with the other
members of the Board of Commissioners, Board of Directors, and Controlling Shareholders of
the company.

Renaldo Santosa has served as the company's President Director since 2023. He graduated
with a Bachelor of Science in Food Science with Business from the University of Reading in
the UK. Renaldo Santosa first worked with JPFA in 2011 and was promoted to Business
Development Executive, Head of Business Development & Strategy, Head of Aquaculture, to
President Director. He has 13 years of experience in the agriculture industry and has no
affiliation with the other members of the Board of Commissioners and Board of Directors of
JPFA. However, he is affiliated with the controlling shareholders of JPFA.

Tan Yong Nang has served as JPFA's Vice President Director since 2021, and previously as the
company's Director in 2008. He graduated from the University of Cambridge with a Bachelor
of Arts degree. Tan Yong Nang is in charge of the Corporate Human Resource, Information
Technology, and Corporate Finance divisions of JPFA. He has 15 years of experience in the
agriculture business and has no affiliation with the other members of the Board of
Commissioners and Board of Directors of JPFA. However, he is affiliated with the controlling
shareholders of JPFA.

Antonius Harwanto Suryo Sembodo has served as JPFA's director since 2021. He graduated
from Tujuh Belas Agustus University in Surabaya with a bachelor degree in economics. Before
serving as a director, he held various other positions in JPFA, including Marketing Manager,
Animal Feed Unit Head, and COO Poultry Indonesia. Antonius Harwanto Suryo Sembodo has
44 years of experience in the agriculture industry and has no affiliation with members of the
Board of Commissioners, Board of Directors, and controlling shareholders of the company.

Leo Handoko Laksono has served as JPFA's director since 2019. He graduated from Surabaya
University and LPPM Jakarta with a Master of Business Administration degree. Leo Handoko
Laksono started his career at JPFA as Head of Audit Department in 1998. He oversees the
financial and strategic business division of JPFA and has 34 years of experience in the
agriculture industry. Leo Handoko Laksono has no affiliation with members of the Board of
Commissioners, Board of Directors, and controlling shareholders of the company.

Rachmat Indrajaya has served as JPFA's director since 2013. He graduated from Trisakti
University in Jakarta and is currently overseeing the Corporate Affairs Division of JPFA.
Rachmat Indrajaya has 15 years of experience in the agriculture industry and has no
affiliation with members of the Board of Commissioners, Board of Directors, and controlling
shareholders of the company.

Source: Company, Maybank IBG Research

January 14, 2025



Japfa Comfeed Indonesia

3.

3.1

Financial analysis

All-time-high earnings in FY24E-26E

JPFA’s earnings have shown significant growth in 9M24, driven by the
government’s proactive measures to limit livebird supply. We expect this
we forecast
FY24E/25E/26E net profit of IDR3.0t/3.6t/4.5t (69% FY23-26E CAGR). This
growth should be fuelled by JPFA’s ability to maintain operating efficiency,

positive trend to continue

margin expansion, and normalizing raw material prices.

Fig 33: JPFA’s net profit growth

in FY25E.

Consequently,

Fig 34: JPFA’s profit margins
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We forecast JPFA’s feed/commercial farm to contribute 21%/50% to its

FY25E EBIT, respectively. Feed business segment EBIT margin should be able

to stay resilient at 8%, supported by its cost-plus pricing model. Meanwhile,

we are also expecting commercial farm sales volume to expand on the back

of rising demand for poultry consumption, coupled with the government’s

continuous initiatives aimed at preventing oversupply of livebird in the

industry.

Fig 35: JPFA’s feed margins Fig 36: Average livebird and DOC price per piece (Oct’24

livebirds: 20,484, DOC: 5,761)
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JPFA’s strong EPS growth of 224%/20%/25% in FY24E/25E/26E also suggests
that the company will continue to payout high dividend yields. We forecast
JPFA to pay 40% dividend payout in FY24-26E, which translates to high
dividend yield of 5.7%/6.8%/8.6% compared to its peers of 1.2-4.5%.

January 14, 2025
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3.2 Efficient operations
JPFA’s adoption of technology and recruitment of experienced professionals
are key factors driving the company’s operating efficiency. We expect this
positive trend to persist, allowing JPFA to maintain a competitive edge and
scalability compared to smaller commercial farmers, feed manufacturers,
and FMCG players.
Fig 37: JPFA’s operating expenses to net sales Fig 38: Salary to net sales avg at 4.8% for the past 30 quarters
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4.

Valuation

We initiate coverage of JPFA with BUY, as we believe demand for livebirds
will continue to increase while supply will remain stable. Consequently,
JPFA will benefit significantly, particularly in its commercial farm segment,
which should account for 46% of FY25E revenue.

We view JPFA as a proxy for rising poultry consumption in Indonesia,
offering a double-digit long-term growth outlook. JPFA should continue to
benefit from Indonesia’s growing population and rising GDP per capita.

Our TP of IDR2,300 is based on a target 7.5x FY25E PER, 0.55D below its 3-
year mean. Our FY25E target PER is reasonable given JPFA’s potential
earnings growth acceleration in FY24-26E.

Fig 39: JPFA’s forward PER... Fig 40: ...and PBV band
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: Ownership of JPFA by local/foreign investors... Fig 42: ...and type of institutions
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*[L] and [F] denotes local and foreign shareholders, respectively

Risks

Higher-than-expected raw material costs

JPFA’s feed business (24% of revenue and 21% of EBIT in FY25E) is highly
sensitive to movements in raw material prices (corn and soybean). We
expect the price of both soft commodities to normalize as La Nina should
provide better harvest quality and higher yield.

Lower-than-expected livebird price

Livebird price is guided by supply and demand in the economy. Currently,
the government continues to limit oversupply of livebirds in the industry
through: 1) encouraging voluntary culling; and 2) imposing GPS import
quotas, which should affect livebird supply at least until 2026.
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FYE 31 Dec FY22A FY23A FY24E FY25E FY26E
Key Metrics

P/E (reported) (x) 12.3 15.6 7.2 6.0 4.8
Core P/E (x) 10.6 14.7 7.2 6.0 4.8
Core FD P/E (x) 10.5 14.6 7.2 6.0 4.8
P/BV (x) 1.2 1.0 1.4 1.2 1.0
P/NTA (x) 1.2 1.0 1.4 1.2 1.0
Net dividend yield (%) 4.6 4.2 5.6 6.7 8.3
FCF yield (%) nm 2.2 14.7 9.4 11.4
EV/EBITDA (x) 2.2 2.8 1.8 1.4 1.0
EV/EBIT (x) 2.2 2.8 1.8 1.4 1.0
INCOME STATEMENT (IDR b)

Revenue 48,972.1 51,175.9 58,022.0 66,196.4 75,906.6
EBITDA 2,750.3 2,206.4 4,782.7 5,631.5 6,587.5
Depreciation 0.0 0.0 0.0 0.0 0.0
Amortisation 0.0 0.0 0.0 0.0 0.0
EBIT 2,750.3 2,206.4 4,782.7 5,631.5 6,587.5
Net interest income /(exp) (795.8) (945.2) (943.2) (942.2) (941.2)
Associates & JV 0.0 0.0 0.0 0.0 0.0
Exceptionals 0.0 0.0 0.0 0.0 0.0
Other pretax income 0.0 0.0 0.0 0.0 0.0
Pretax profit 1,954.5 1,261.2 3,839.5 4,689.3 5,646.2
Income tax (463.6) (315.3) (729.5) (891.0) (1,072.8)
Minorities (71.1) (16.2) (96.0) (187.6) (56.5)
Perpetual securities 8.0 9.0 10.0 11.0 12.0
Discontinued operations 0.0 0.0 0.0 0.0 0.0
Reported net profit 1,427.9 938.7 3,024.0 3,621.8 4,529.0
Core net profit 1,427.9 938.7 3,024.0 3,621.8 4,529.0
BALANCE SHEET (IDR b)

Cash & Short Term Investments 1,811.1 1,502.6 4,311.0 5,371.7 6,680.7
Accounts receivable 2,405.3 2,456.1 3,019.6 3,445.0 3,950.4
Inventory 9,272.3 9,683.7 10,474.9 11,897.2 13,604.9
Property, Plant & Equip (net) 12,497.2 13,395.2 13,395.2 13,395.2 13,395.2
Intangible assets 0.0 0.0 0.0 0.0 0.0
Investment in Associates & JVs 0.0 0.0 0.0 0.0 0.0
Other assets 6,705.0 7,071.8 8,017.8 9,147.4 10,489.2
Total assets 32,690.9 34,109.4 39,218.6 43,256.5 48,120.4
ST interest bearing debt 3,869.0 4,078.0 4,281.7 4,475.6 4,675.6
Accounts payable 3,443.5 4,117.8 6,181.8 7,021.2 8,029.0
LT interest bearing debt 3,057.9 2,626.0 7,715.4 7,515.4 7,315.4
Other liabilities 8,666.0 9,120.0 4,343.0 4,955.0 5,682.0
Total Liabilities 19,036.1 19,942.2 22,522.4 23,967.6 25,702.3
Shareholders Equity 12,748.0 13,226.3 15,659.2 18,064.5 21,137.1
Minority Interest 906.7 940.9 1,036.9 1,224.5 1,280.9
Total shareholder equity 13,654.8 14,167.2 16,696.2 19,288.9 22,418.1
Total liabilities and equity 32,690.9 34,109.4 39,218.6 43,256.5 48,120.4
CASH FLOW (IDR b)

Pretax profit 1,954.5 1,261.2 3,839.5 4,689.3 5,646.2
Depreciation & amortisation 0.0 0.0 0.0 0.0 0.0
Adj net interest (income)/exp 0.0 0.0 0.0 0.0 0.0
Change in working capital 0.0 0.0 0.0 0.0 0.0
Cash taxes paid 0.0 0.0 0.0 0.0 0.0
Other operating cash flow 0.0 0.0 0.0 0.0 0.0
Cash flow from operations (285.7) 2,043.2 4,051.9 2,903.6 3,344.3
Capex (1,838.4) (1,743.7) (845.7) (845.7) (845.7)
Free cash flow (2,124.1) 299.5 3,206.1 2,057.9 2,498.5
Dividends paid 466.3 697.2 581.0 1,205.6 1,444.3
Equity raised / (purchased) (438.9) 245.7 0.0 0.0 0.0
Change in Debt 3,849.1 (302.0) 3.7 6.1) 0.0
Other invest/financing cash flow 0.0 0.0 0.0 0.0 0.0
Effect of exch rate changes 0.0 0.0 0.0 0.0 0.0
Net cash flow 1,752.4 940.4 3,790.8 3,257.4 3,942.8
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FYE 31 Dec FY22A FY23A FY24E FY25E FY26E
Key Ratios

Growth ratios (%)

Revenue growth 9.1 4.5 13.4 14.1 14.7
EBITDA growth (22.0) (19.8) 116.8 17.7 17.0
EBIT growth (22.0) (19.8) 116.8 17.7 17.0
Pretax growth (30.0) (35.5) 204.4 22.1 20.4
Reported net profit growth (29.6) (34.3) 222.1 19.8 25.0
Core net profit growth (29.6) (34.3) 2221 19.8 25.0
Profitability ratios (%)

EBITDA margin 5.6 4.3 8.2 8.5 8.7
EBIT margin 5.6 4.3 8.2 8.5 8.7
Pretax profit margin 4.0 2.5 6.6 71 7.4
Payout ratio 49.3 62.4 40.2 40.2 40.2
DuPont analysis

Net profit margin (%) 2.9 1.8 5.2 5.5 6.0
Revenue/Assets (x) 1.5 1.5 1.5 1.5 1.6
Assets/Equity (x) 2.6 2.6 2.5 2.4 2.3
ROAE (%) na na na na na
ROAA (%) 4.7 2.8 8.2 8.8 9.9
Liquidity & Efficiency

Cash conversion cycle 66.3 64.1 54.6 48.3 48.2
Days receivable outstanding 17.5 17.1 17.0 17.6 17.5
Days inventory outstanding 74.0 78.1 76.8 75.1 74.8
Days payables outstanding 25.2 31.2 39.3 443 44.2
Dividend cover (x) 2.0 1.6 2.5 2.5 2.5
Current ratio (x) 1.8 1.6 1.6 1.7 1.8
Leverage & Expense Analysis

Asset/Liability (x) 1.7 1.7 1.7 1.8 1.9
Net gearing (%) (incl perps) 37.5 36.7 46.0 34.3 23.7
Net gearing (%) (excl. perps) 37.5 36.7 46.0 34.3 23.7
Net interest cover (x) 3.5 2.3 5.1 6.0 7.0
Debt/EBITDA (x) 2.5 3.0 2.5 2.1 1.8
Capex/revenue (%) 3.8 3.4 1.5 1.3 1.1
Net debt/ (net cash) 5,115.8 5,201.4 7,686.1 6,619.3 5,310.3

Source: Company; Maybank IBG Research
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES

DISCLAIMERS

This research report is prepared for general circulation and for information purposes only and under no circumstances should it be considered or intended as an offer to sell or a solicitation
of an offer to buy the securities referred to herein. Investors should note that values of such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Opinions
or recommendations contained herein are in form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations apply different
methodologies and are purely based on price and volume-related information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns
may be less than the original sum invested. Past performance is not necessarily a guide to future performance. This report is not intended to provide personal investment advice and does
not take into account the specific investment objectives, the financial situation and the particular needs of persons who may receive or read this report. Investors should therefore seek
financial, legal and other advice regarding the appropriateness of investing in any securities or the investment strategies discussed or recommended in this report.

The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by Maybank Investment Bank Berhad, its
subsidiary and affiliates (collectively, “Maybank IBG”) and consequently no representation is made as to the accuracy or completeness of this report by Maybank IBG and it should not be
relied upon as such. Accordingly, Maybank IBG and its officers, directors, associates, connected parties and/or employees (collectively, “Representatives”) shall not be liable for any direct,
indirect or consequential losses or damages that may arise from the use or reliance of this report. Any information, opinions or recommendations contained herein are subject to change at
any time, without prior notice.

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, “estimate”, “intend”, “plan”, “expect”,
“forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or “might” occur or be achieved and other similar expressions. Such
forward looking statements are based on assumptions made and information currently available to us and are subject to certain risks and uncertainties that could cause the actual results to
differ materially from those expressed in any forward looking statements. Readers are cautioned not to place undue relevance on these forward-looking statements. Maybank IBG expressly
disclaims any obligation to update or revise any such forward looking statements to reflect new information, events or circumstances after the date of this publication or to reflect the
occurrence of unanticipated events.

Maybank IBG and its officers, directors and employees, including persons involved in the preparation or issuance of this report, may, to the extent permitted by law, from time to time
participate or invest in financing transactions with the issuer(s) of the securities mentioned in this report, perform services for or solicit business from such issuers, and/or have a position or
holding, or other material interest, or effect transactions, in such securities or options thereon, or other investments related thereto. In addition, it may make markets in the securities
mentioned in the material presented in this report. One or more directors, officers and/or employees of Maybank IBG may be a director of the issuers of the securities mentioned in this
report to the extent permitted by law.

This report is prepared for the use of Maybank IBG’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other party in whole or in part in any
form or manner without the prior express written consent of Maybank IBG and Maybank IBG and its Representatives accepts no liability whatsoever for the actions of third parties in this
respect.

This report is not directed to or intended for distribution to or use by any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where
such distribution, publication, availability or use would be contrary to law or regulation. This report is for distribution only under such circumstances as may be permitted by applicable law.
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Without prejudice to the foregoing, the reader is to note that additional
disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this report.

Malaysia

Opinions or recommendations contained herein are in the form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations
apply different methodologies and are purely based on price and volume-related information extracted from Bursa Malaysia Securities Berhad in the equity analysis.

Singapore

This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Research Pte. Ltd. (“MRPL") in Singapore has no obligation to update
such information for any recipient. For distribution in Singapore, recipients of this report are to contact MRPL in Singapore in respect of any matters arising from, or in connection with, this
report. If the recipient of this report is not an accredited investor, expert investor or institutional investor (as defined under Section 4A of the Singapore Securities and Futures Act 2001),
MRPL shall be legally liable for the contents of this report.

Thailand

Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of Maybank Securities (Thailand) Public
Company Limited. Maybank Securities (Thailand) Public Company Limited (“MST”) accepts no liability whatsoever for the actions of third parties in this respect.

Due to different characteristics, objectives and strategies of institutional and retail investors, the research products of MST Institutional and Retail Research departments may differ in either
recommendation or target price, or both. MST reserves the rights to disseminate MST Retail Research reports to institutional investors who have requested to receive it. If you are an
authorised recipient, you hereby tacitly acknowledge that the research reports from MST Retail Research are first produced in Thai and there is a time lag in the release of the translated
English version.

The disclosure of the survey result of the Thai Institute of Directors Association (“I0D”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and
Exchange Commission. The survey of the I0D is based on the information of a company listed on the Stock Exchange of Thailand and the market for Alternative Investment disclosed to the
public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on inside
information. The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. MST does
not confirm nor certify the accuracy of such survey result.

The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by Thaipat Institute, is made in order to comply with the
policy and sustainable development plan for the listed companies of the Office of the Securities and Exchange Commission. Thaipat Institute made this assessment based on the information
received from the listed company, as stipulated in the form for the assessment of Anti-corruption which refers to the Annual Registration Statement (Form 56-1), Annual Report (Form 56-2),
or other relevant documents or reports of such listed company. The assessment result is therefore made from the perspective of Thaipat Institute that is a third party. It is not an assessment
of operation and is not based on any inside information. Since this assessment is only the assessment result as of the date appearing in the assessment result, it may be changed after that
date or when there is any change to the relevant information. Nevertheless, MST does not confirm, verify, or certify the accuracy and completeness of the assessment result.

us

This third-party research report is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities Exchange Act of 1934, as amended)
only by Wedbush Securities Inc. (“Wedbush”), a broker-dealer registered in the US (registered under Section 15 of the Securities Exchange Act of 1934, as amended). All responsibility for the
distribution of this report by Wedbush in the US shall be borne by Wedbush. This report is not directed at you if Wedbush is prohibited or restricted by any legislation or regulation in any
jurisdiction from making it available to you. You should satisfy yourself before reading it that Wedbush is permitted to provide research material concerning investments to you under relevant
legislation and regulations. All U.S. persons receiving and/or accessing this report and wishing to effect transactions in any security mentioned within must do so with: Wedbush Securities
Inc. 1000 Wilshire Blvd, Los Angeles, California 90017, +1 (646) 604-4232 and not with the issuer of this report.
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UK

This document is being distributed by Maybank Securities (London) Ltd (“MSUK”) which is authorized and regulated, by the Financial Conduct Authority and is for Informational Purposes only.
This document is not intended for distribution to anyone defined as a Retail Client under the Financial Services and Markets Act 2000 within the UK. Any inclusion of a third party link is for
the recipients convenience only, and that the firm does not take any responsibility for its comments or accuracy, and that access to such links is at the individuals own risk. Nothing in this
report should be considered as constituting legal, accounting or tax advice, and that for accurate guidance recipients should consult with their own independent tax advisers.

DISCLOSURES

Legal Entities Disclosures

Malaysia: This report is issued and distributed in Malaysia by Maybank Investment Bank Berhad (15938- H) which is a Participating Organization of Bursa Malaysia Berhad and a holder of
Capital Markets and Services License issued by the Securities Commission in Malaysia. Singapore: This report is distributed in Singapore by MRPL (Co. Reg No 198700034E) which is regulated
by the Monetary Authority of Singapore. Indonesia: PT Maybank Sekuritas Indonesia (“PTMSI”) (Reg. No. KEP-251/PM/1992) is a member of the Indonesia Stock Exchange and is regulated by
the Financial Services Authority (Indonesia). Thailand: MST (Reg. No.0107545000314) is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the
Securities and Exchange Commission. Philippines: Maybank Securities Inc (Reg. No.01-2004-00019) is a member of the Philippines Stock Exchange and is regulated by the Securities and
Exchange Commission. Vietnam: Maybank Securities Limited (License Number: 117/GP-UBCK) is licensed under the State Securities Commission of Vietnam. Hong Kong: MIB Securities (Hong
Kong) Limited (Central Entity No AAD284) is regulated by the Securities and Futures Commission. India: MIB Securities India Private Limited (“MIBSI”) is a participant of the National Stock
Exchange of India Limited and the Bombay Stock Exchange and is regulated by Securities and Exchange Board of India (“SEBI”) (Reg. No. INZ000010538). MIBSI is also registered with SEBI as
Category 1 Merchant Banker (Reg. No. INM 000011708) and as Research Analyst (Reg No: INH000000057). UK: Maybank Securities (London) Ltd (Reg No 2377538) is authorized and regulated
by the Financial Conduct Authority.

Disclosure of Interest

Malaysia: Maybank IBG and its Representatives may from time to time have positions or be materially interested in the securities referred to herein and may further act as market maker or
may have assumed an underwriting commitment or deal with such securities and may also perform or seek to perform investment banking services, advisory and other services for or relating
to those companies.

Singapore: As of 14 January 2025, Maybank Research Pte. Ltd. and the covering analyst do not have any interest in any companies recommended in this research report.

Thailand: MST may have a business relationship with or may possibly be an issuer of derivative warrants on the securities /companies mentioned in the research report. Therefore, Investors
should exercise their own judgment before making any investment decisions. MST, its associates, directors, connected parties and/or employees may from time to time have interests and/or
underwriting commitments in the securities mentioned in this report.

Hong Kong: As of 14 January 2025, MIB Securities (Hong Kong) Limited and the authoring analyst do not have any interest in any companies recommended in this research report.

India: As of 14 January 2025, and at the end of the month immediately preceding the date of publication of the research report, MIBSI, authoring analyst or their associate / relative does
not hold any financial interest or any actual or beneficial ownership in any shares or having any conflict of interest in the subject companies except as otherwise disclosed in the research
report.

In the past twelve months MIBSI and authoring analyst or their associate did not receive any compensation or other benefits from the subject companies or third party in connection with the
research report on any account what so ever except as otherwise disclosed in the research report.

Maybank IBG may have, within the last three years, served as manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of
the entities mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or investment services in relation to the investment concerned
or a related investment and may receive compensation for the services provided from the companies covered in this report.

OTHERS
Analyst Certification of Independence

The views expressed in this research report accurately reflect the analyst’s personal views about any and all of the subject securities or issuers; and no part of the research analyst’s
compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in the report.

Reminder

Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and assuming
the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and forward
interest and exchange rates), time to maturity, market conditions and volatility and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a structured
product should conduct its own analysis of the product and consult with its own professional advisers as to the risks involved in making such a purchase.

No part of this material may be copied, photocopied or duplicated in any form by any means or redistributed without the prior consent of Maybank IBG.

Definition of Ratings

Maybank IBG Research uses the following rating system

BUY Return is expected to be above 10% in the next 12 months (including dividends)
HOLD Return is expected to be between 0% to 10% in the next 12 months (including dividends)
SELL Return is expected to be below 0% in the next 12 months (including dividends)

Applicability of Ratings
The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are only applicable

to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry investment ratings as we do
not actively follow developments in these companies.
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