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More reliable approach: reevaluate with core EPS

(Downgrade) Target price Upside Current price (8/21/24)
Trading Buy IDR7,500 a 13.2% IDR6,625

JCIIndex 7,555 Market cap (IDRbn) 58,170 Shares outstanding (mn) 8,780 Free Float (%) 499

Report summary

Downgrade to Trading Buy recommendations

We revised our valuation methodology for INDF by excluding FX gains/losses and focusing on core EPS, thus we have upgraded
our TP to IDR 7,500. This reflects a forward P/E of 6.3x 24F, which is 0.75 SD below its 5-year average. Despite the upgrade in TP,
we downgraded our recommendation to "Trading Buy" due to the limited upside potential of less than 20% following recent
share price spikes.

INDF continues to demonstrate robust growth, driven by both volume and price increases, with the normalization of other
segments complementing the strong performance of the CBP segment. The company's resilience is evident in its ability to
navigate weak purchasing power and maintain attractive valuations. At a P/E of 4.9x for FY24F, INDF remains significantly
undervalued.

We acknowledge that our previous valuation was somewhat off due to our assumption of using core EPS throughout the forecast
period (21-25F). By adjusting our approach to reflect the actual EPS data for 21-23F and using core EPS for 24-25F, we have arrived
at a more accurate valuation.

Key data
Price performance Earnings and valuation metrics
oay=00) WoF (FY Dec. 31) 2021 2022 2023 2024F 2025F
1 Revenue (IDRbn) 99,346 110,830 111,704 118,261 125,351
ﬁz W EBIT (IDRbn) 17,133 18,683 19,679 24,282 25,878
% Net profit (IDRbn) 7,662 6,359 8,147 7,682 8,487
& EPS (IDR) 873 724 928 *1,203 *1,299
o o e e 4m om g BPS(DR) 5528 6,132 6,741 7411 8198
P/E (x) 76 9.1 7.1 76 6.9
P/B(x) 12 1.1 1.0 0.9 0.8
(%) M 6M 12M  EV/EBITDA(x) 44 45 41 42 39
Absolute 100 15 54  ROA(%) 45 35 44 40 42
Relative 6.8 44  -146 Notes: *Derived from core profit

Source: Company data, Mirae Asset Sekuritas Indonesia Research estimates

Analysts who prepared this report are registered as research analysts in Indonesia but not in any other jurisdiction, including the US.
PLEASE SEE ANALYST CERTIFICATIONS AND IMPORTANT DISCLOSURES AND DISCLAIMERS IN APPENDIX 1 AT THE END OF THE REPORT.
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Downgrade recommendations with higher TP

We have refined our valuation approach for INDF to more accurately reflect the
company's fundamental performance. By isolating core EPS and eliminating the impact
of FX gains/loss, we have enhanced the transparency and comparability of our valuation
metrics. Following the CBP segment contribution towards INDF were above 60%, thus
its financial performance somewhat mimicking ICBP financial performance.

Based on our revised valuation, we have increased our TP for INDF to IDR7,500. This
implies a forward P/E ratio of 6.3x for 2024F (-0.75 SD below 5-year average P/E multiple).
We believe this discount is warranted given the current challenging economic
environment and the potential uncertainties surrounding the company's future growth
prospects. Our valuation and outlook for the consumer sector remain neutral, given the
industry's lack of structural catalysts to bolster persistently weak purchasing power,
typically hovering around -1 SD. Despite the challenging macroeconomic environment,
INDF continues to demonstrate robust growth in both volume and pricing. The
company's resilience in navigating weak purchasing power and maintaining attractive
valuations justifies a valuation premium relative to the sector average. At its current 4.9x
24F P/E, we believe INDF is undervalued.

Our revised valuation incorporates currency risk and utilizes a 5-year P/E benchmark to
accurately capture the impact of both domestic and international growth since the effect
of Pinehill acquisition and its operation in the overseas market that affecting the CBP
segment, thus translates to INDF financial performance. Short term catalyst were driving
share price forward, driven by such factors which is sustained low input costs, stronger
USDIDR, added with positive development in the Middle East and Africa.

From our previous report, our forecast has been revised to reflect the company's strong
1H24 performance. This includes adjustments to multiple line items across all segments,
primarily driven by changes in EBIT margins due to fluctuating raw material costs. While
the company has benefited from expanding margins, the increasing burden of interest
payments on USD-denominated debt continues to impact profitability. We believe that
the upside potential for INDF remains significant. Despite this, we downgrade INDF to a
"Trading Buy" rating, primarily due to recent positive short-term share price movement.
Albeit, our view for INDF is currently undervalued and has potential upside of 13.2%.

We acknowledge that our previous valuation was somewhat off due to our assumption
of using core EPS throughout the forecast period (21-25F). However, by adjusting our
approach to reflect the actual EPS data for 21-23 and 24F-25F using core EPS, we have
arrived at a more accurate valuation. Key risks include 1) higher than expected input
costs; and 2) lower than expected sales growth.
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Figure 1. INDF's forward P/E band

August 22, 2024
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Figure 2. Revenue trajectory Figure 3. Sales by region trajectory
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Figure 4. COGS trajectory Figure 5. EBIT trajectory
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Figure 6. Net profit trajectory Figure 7. Margin trajectory
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Table 1. 1H24 INDF financial performance

2Q23 1Q24 2Q24 QoQ (%) YoY (%) 1H23 1H24 YoY (%)
Revenue 25,544 30,792 26,505 -13.9 38 56,087 57,296 22
cBP 15738 19557 17,218 -120 94 34279 36775 7.3
Bogasari 7,026 8338 7,072 -15.2 06 15845 15409 2.8
Agribusiness 3537 3726 3290 -11.7 7.0 7,554 7,017 7.1
Distribution 1,648 1,979 1,621 -18.1 -1.7 3617 3600 0.5
COGS 17,724 20,280 17,210 -15.1 29 38,781 37,490 33
Gross profit 7,820 10,512 9,295 -11.6 18.9 17,306 19,806 144
Operating expenses 3,836 -4,582 -4,205 8.2 9.6 -8,029 -8,786 94
EBIT 3,984 5930 5,090 -14.2 278 9,277 11,020 18.8
cBP 3229 4,686 3854 -17.8 793 7,359 8540 16.0
Bogasari 509 525 689 312 354 17,010 1,215 203
Agribusiness 152 469 468 -04 207.6 617 937 51.9
Distribution 80 236 77 -67.6 4.0 263 313 9.1
Others income (expense) 94 488 243 -50.1 nm -419 731 nm
Operating profit 3,890 6,418 5,333 -16.9 371 8,858 11,751 327
Finance income 306 460 629 36.8 105.8 2,576 1,088 57.7
Finance expenses -866 2,355 -2,809 19.3 2245 -1,645 5,165 2139
Pre-tax profit 3,266 4473 3,007 -32.8 -7.9 9,739 7,480 -23.2
Income tax expense -871 -931 -707 -24.1 -18.9 -2,262 -1,638 -27.6
Net profit 1717 2,450 1,404 427 -18.2 5,566 3,854 -30.8
Margin
Gross margin (%) 30.6 34.1 35.1 0.9 pts 4.5 pts 309 34.6 3.7 pts
EBIT margin (%) 15.6 19.3 19.2 0.1 pts 3.6pts 16.5 19.2 2.7 pts
Net margin(%) 6.7 8.0 53 -2.7pts -1.4pts 9.9 6.7 -3.2pts
EBIT margin each segment
CBP 205 24.0 224 -1.6 pts 19pts 215 232 1.8pts
Bogasari 72 6.3 9.7 34 pts 2.5pts 6.4 79 1.5pts
Agribusiness 43 12.6 142 1.6pts 9.9 pts 82 134 5.2 pts
Distribution 438 12.0 4.7 -7.2pts -0.1 pts 73 8.7 14pts

Source: Company data, Mirae Asset Sekuritas Indonesia Research
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Comprehensive Income Statement (Summarized)

Balance sheet (Summarized)

August 22, 2024

(IDRbn) 12/22  12/23 12/24F 12/25F  (IDRbn) 12/22 12/23 12/24F 12/25F
Revenue 110,830 111,704 118,261 125,351 Current assets
COGS 76,859 75653 78052 85239  Cash&equivalents 25946 28576 11,834 14,073
Gross profit 33972 36,050 40209 40,112 Receivables 8,281 7,978 8,748 9273
Opex -15289 -16,372 -15927 -14,234 Inventories 16,517 15213 1569 17,141
EBIT 18,683 19679 24282 25878  Others 4133 11,334 22,856 24,230
Other income / (expenses) 1,010 -15 -16 -17 Total current assets 54877 631102 59,134 64,717
Finance income 596 1,965 2,080 2,205 Non-current assets
Finance cost 7999 -3525 -11,826 -12,535 Fixed assets 47411 47,295 49,000 50,822
Profit before income tax 12319 15615 14459 15449 Others 78146 76191 89618 91,056
Income tax expenses 3,126 4,122 3470 -3,708 Total non-current assets 125,557 123,486 138,618 141,877
Non-controlling interest 2833 3347 3307 3254  Totalassets 180,433 186,588 197,751 206,594
Net profit 6359 8147 7682 8487 Current liabilities
EBITDA 22,067 22,694 27454 29,217 ST bank loans 15255 16240 17,194 18,225
Account payables 5372 5,354 5,346 5,838
Margin (%) Other current liabilities 10,099 11320 12855 10,742
Gross profit 307 323 34.0 320  Total current liabilities 30726 32915 35395 34,805
EBIT 169 176 20.5 20.6 Non-current liabilities
Net profit 5.7 73 6.5 6.8 LT bank loans 6,205 4,059 4,297 4,554
Bond payable 42968 42125 43389 44,691
Others non-current liabilities 6,911 7,025 6,676 6,017
Growth (%, YoY) Total non-current liabilities 56,084 53209 54,362 55,262
Revenue 11.6 0.8 59 00  Total liabilities 86810 86,123 89,756 90,067
Gross profit 46 6.1 11.5 0.2  Shareholders' equity 53844 59193 65074 71,983
EBIT 9.0 53 234 6.6 Non-controlling interests 39,779 41,272 42921 44544
Net profit -17.0 28.1 5.7 105 Total liabilities and equity 180,433 186,588 197,751 206,594
Cash Flows (Summarized) Forecasts/Valuations (Summarized)
(IDRbn) 12/22  12/23 12/24F 12/25F 12/22 12/23 12/24F 12/25F
Cash Flows from Op. Activities 53% 13516 6571 9,803 P/E (x) 9.1 71 7.6 6.9
Net profit 6359 8147 7682 8487 P/B (x) 1.1 1.0 0.9 0.8
Depreciation & amortization 3384 3015 3172 3339 EV/EBITDA (x) 45 4.1 42 39
Change in working capital 4424 2433 4287 1915 EPS (IDR) 724 928 875 967
Others 77 78 3 -109 BPS (IDR) 6,132 6,741 7411 8,198
Cash Flows from Inv. Activities 3,752 -8,003 -27,443 -7,524  DPS(IDR) 278 257 257 257
Capex 3910 2753 4,730 5014 Payout ratio (%) 62.1 50.1 50.1 50.1
Others 158 5250 -22,713 2,510 Dividend yield (%) 46 42 42 4.2
Cash Flows from Fin. Activities 5176  -1,390 4,130 40  Accounts receivable turnover (x) 134 14.0 135 135
Change in liabilities 5454 -1578 4,283 -85 Inventory turnover (x) 47 5.0 5.0 5.0
Change in equity 2,465 976 2,104 2,302  Accounts payable turnover (x) 143 141 14.6 146
Dividends paid 2441  -2257 2257 2257 ROA (%) 35 44 40 4.2
Others 254 1,468 0 0 ROE (%) 124 13.8 124 124
Increase (decrease) in cash -3,532 4123 -16,742 2,239 Current ratio (X) 1.8 19 17 19
Beginning balance 29478 25946 28576 11,834  Netgearing (x) 0.8 0.6 0.9 0.8
Ending balance 25946 30,069 11,834 14,073 Interest coverage ratio (x) 23 56 21 21

Note: Net profit refers to net profit attributable to controlling interests
Source: Company data, Mirae Asset Sekuritas Indonesia Research estimates
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Appendix 1

Two-year rating and TP history

Company Date Raftmg TP (IDR) (IDR) INDF Analyst's TP
Indofood Sukses Makmur (INDF IJ) 8/22/2024  Trading Buy 7,500
8/7/2024 Buy 7,000 8,000
7/15/2024 Buy 7,100
2/13/2024  Trading Buy 7,100 7,000
12/12/2023  Trading Buy 7,100
12/11/2023  Trading Buy 7,100 6,000
8/4/2023  Trading Buy 8,300
7/7/2023  Trading Buy 8,300 >,000 ' '
. Aug-22 Aug-23 Aug-24
5/19/2023  Trading Buy 7,700
Stock ratings Sector ratings
Buy Expected 12-month performance: +20% or greater Overweight Expected to outperform the market over 12 months
Trading Buy Expected 12-month performance: +10% to +20% Neutral Expected to perform in line with the market over 12 months
Hold Expected 12-month performance: -10% to +10% Underweight  Expected to underperform the market over 12 months
Sell Expected 12-month performance: -10% or worse

Rating and TP history: Share price (—), TP (=), Not Rated (=), Buy (), Trading Buy (m), Hold (e), Sell (¢)

* Our investment rating is a guide to the expected return of the stock over the next 12 months.

* Qutside of the official ratings of PT Mirae Asset Sekuritas Indonesia, analysts may call trading opportunities should technical or short-term material developments arise.
*The TP was determined by the research analyst through valuation methods discussed in this report, in part based on estimates of future earnings.

* TP achievement may be impeded by risks related to the subject securities and companies, as well as general market and economic conditions.

Disclosures
As of the publication date, PT Mirae Asset Sekuritas Indonesia (“MASID") and/or its affiliates do not have any special interest in the subject company and do not own 1% or
more of the subject company's shares outstanding.

Analyst certification

The research analysts who prepared this report (the “Analysts”) are certified to the Indonesia Financial Services Authority and are subject to Indonesian
Capital Market regulations. They are neither registered as research analysts in any other jurisdiction nor subject to the laws or regulations thereof. Each
Analyst responsible for the preparation of this report certifies that (i) all views expressed in this report accurately reflect the personal views of the Analyst
about any and all of the issuers and securities named in this report; (ii) no part of the compensation of the Analyst was, is, or will be directly or indirectly
related to the specific recommendations or views contained in this report; and (iii) The report does not contain any material non-public information. Except
as otherwise specified herein, the Analysts have not received any compensation or any other benefits from the subject companies in the past 12 months and
have not been promised the same in connection with this report. Like all employees of MASID, the Analysts receive compensation that is determined by
overall firm profitability, which includes revenues from, among other business units, the institutional equities, investment banking, proprietary trading, and
etc. At the time of publication of this report, the Analysts do not know or have reason to know of any actual, material conflict of interest of the Analyst or
MASID except as otherwise stated herein.

Disclaimers

This report was prepared by MASID, a broker-dealer registered in the Republic of Indonesia and a member of the Indonesia Stock Exchange; on behalf of
MASID and its affiliated companies and is provided for information purposes only. Information and opinions contained herein have been compiled in good
faith and from sources believed to be reliable, but such information has not been independently verified and MASID (including but not limited to the Analyst,
respective employees who owns the expertise) makes no guarantee, representation or warranty, express or implied, as to the fairness, accuracy,
completeness, or correctness of the information and opinions contained herein or of any translation into English from the Indonesia language or as to any
information contained in this report or any other such information or opinions remaining unchanged after the issue thereof. In case of an English translation
of areport prepared in the Indonesia language, the original Indonesian language report may have been made available to investors in advance of this report.
The intended recipients of this report are sophisticated institutional investors who have substantial knowledge of the local business environment, its common
practices, laws, and accounting principles, and no person whose receipt or use of this report would violate any laws or regulations or subject MASID or any
of its affiliates to registration or licensing requirements in any jurisdiction shall receive or make any use hereof.

This report is for general information purposes only and is not and shall not be construed as an offer or a solicitation of an offer to effect transactions in any
securities or other financial instruments. The report does not constitute investment advice to any person, and such person shall not be treated as a client of
MASID by virtue of receiving this report. This report does not take into account the particular investment objectives, financial situations, or needs of individual
clients. The report is not to be relied upon in substitution for the exercise of independent judgment. Information and opinions contained herein are as of the
date hereof and are subject to change without notice. The price and value of the investments referred to in this report and the income from them may
depreciate or appreciate, and investors may incur losses on investments. Past performance is not a guide to future performance. Future returns are not
guaranteed, and a loss of original capital may occur. Please note that the graphs, charts, formulae, or other devices set out or referred to in this document
cannot, in and of itself, be used to determine in deciding which securities to buy or sell, or when to buy or sell a securities. MASID, its affiliates, and their
directors, officers, employees, and agents do not accept any liability (express or implied) for any loss arising out of the use hereof and howsoever arising
(including, but not limited for any claims, proceeding, action, suits, losses, expenses, damages or costs) which may be brought against or suffered by any
person as a result of acting in reliance upon the whole or any part of the contents of this report.

MASID may have issued other reports that are inconsistent with, and reach different conclusions from, the opinions presented in this report. The reports
may reflect different assumptions, views, and analytical methods of the analysts who prepared them. MASID may make investment decisions that are
inconsistent with the opinions and views expressed in this research report. MASID, its affiliates, and their directors, officers, employees, and agents may
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have long or short positions in any of the subject securities at any time and may make a purchase or sale, or offer to make a purchase or sale, of any such
securities or other financial instruments from time to time in the open market or otherwise, in each case either as principals or agents. MASID and its affiliates
may have had, or may be expecting to enter into, business relationships with the subject companies to provide investment banking, market-making, or other
financial services as are permitted under the applicable laws and regulations. In considering any investments you should make your own independent
assessment and seek your own professional financial and legal advisors. Should you choose not to seek such advice, you should consider carefully whether
the securities is suitable for you.

No part of this document may be copied or reproduced in any manner or form or redistributed or published, in whole or in part, without the prior written
consent of MASID. The media is not allowed to quote this report in any article whether in full or in parts without permission from MASID For further
information regarding company-specific information as it pertains to the representations and disclosures in this Appendix 1, please contact
researchteam@miraeasset.co.id or +62 (21) 5088-7000.

Distribution

United Kingdom: This report is being distributed by Mirae Asset Securities (UK) Ltd. in the United Kingdom only to (i) investment professionals falling within
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”), and (ii) high net worth companies and other
persons to whom it may lawfully be communicated, falling within Article 49(2)(A) to (E) of the Order (all such persons together being referred to as “Relevant
Persons”). This report is directed only at Relevant Persons. Any person who is not a Relevant Person should not act or rely on this report or any of its contents.
United States: MASID is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of research
reports and the independence of research analysts. This report is distributed in the U.S. by Mirae Asset Securities (USA) Inc., a member of FINRA/SIPC, to
“major U.S. institutional investors” in reliance on the exemption from registration provided by Rule 15a-6(b)(4) under the U.S. Securities Exchange Act of 1934,
as amended. All U.S. persons that receive this document by their acceptance hereof represent and warrant that they are a major U.S. institutional investor
and have not received this report under any express or implied understanding that they will direct commission income to MASID or its affiliates. Any U.S.
recipient of this document wishing to effect a transaction in any securities discussed herein should contact and place orders with Mirae Asset Securities (USA)
Inc. Mirae Asset Securities (USA) Inc. accepts responsibility for the contents of this report in the U.S., subject to the terms hereof, to the extent that it is
delivered to a U.S. person other than a major U.S. institutional investor. Under no circumstances should any recipient of this research report effect any
transaction to buy or sell securities or related financial instruments through MASID. The securities described in this report may not have been registered
under the U.S. Securities Act of 1933, as amended, and, in such case, may not be offered or sold in the U.S. or to U.S. persons absent registration or an
applicable exemption from the registration requirements.

Hong Kong: This report is distributed in Hong Kong by Mirae Asset Securities (HK) Limited, which is regulated by the Hong Kong Securities and Futures
Commission. The contents of this report have not been reviewed by any regulatory authority in Hong Kong. This report is for distribution only to professional
investors within the meaning of Part I of Schedule 1 to the Securities and Futures Ordinance of Hong Kong (Cap. 571, Laws of Hong Kong) and any rules
made thereunder and may not be redistributed in whole or in part in Hong Kong to any person.

India: This report is being distributed by Mirae Asset Capital Markets (India) Private Limited (‘“MACM") in India to the customers based in India and is personal
information only for those authorised recipient(s). MACM is inter alia a Securities and Exchange Board of India (“SEBI") registered Research Analyst in India
and is not registered outside India. MACM and Mirae Asset, Korea are group entities. MACM makes no guarantee, representation or warranty, express or
implied, as to the fairness, accuracy, completeness or correctness of the information and opinions contained herein. The user assumes the entire risk of any
use made of this information. This report has been provided for assistance only and is not intended to be and must not alone be taken as the basis for an
investment decision. Recipient must read the entire Appendix 1 to the report carefully for Important Disclosures & Disclaimers.

All other jurisdictions: Customers in all other countries who wish to effect a transaction in any securities referenced in this report should contact MASID or
its affiliates only if distribution to or use by such customer of this report would not violate applicable laws and regulations and not subject MASID and its
affiliates to any registration or licensing requirement within such jurisdiction.
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