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Net profit above estimates...

ULT] posted a 9M16 net profit of IDR546bn (+38.8% YoY), forming
91.7/90.1% of ours/street’s estimate. Revenue came in at IDR3.45tn

(+5.5% YoY), marking 70.9/68.8% of ours/consensus’ numbers. We believe Target Price: IDR6,275/share
the better than expected margins stems for protracted weakness in skimmed Previous Target Price: IDR6,025/share
milk powder (SMP) prices, coupled with relatively lower USD/IDR rate. Aside Current Price: IDR4,750/share

from raw material, we also note that opex has been trimmed, with 9M16
opex to sales ratio at 15.3% (9M15:16.5%). Going into 3Q16 numbers, net
profit clocked in at IDR246bn (+82.2% QoQ; +45% YoY), with the help of
margins expansions, from lower raw material costs as well as trimming in
opex clearly reflected in 3Q16. Opex to sales ratio is especially low in 3Q16, PRICE PERFORMANCE

Upside potensial: 32.1%

at 10.3% (2Q16: 21.5%; 3Q15: 12.6%). Taking into consideration the time
lag in soft raw material prices and company’s efficiencies, we adjust our 5ig

numbers, resulting in 19/10% upgrade in our 2016/17F bottom line. 4900

...with clean balance sheet 4,700

Cash level continues to inch up in 9M16, to IDR1.4tn (6M16: IDR1.16tn), 4500
while outstanding debt remains low at IDR99bn. That said, ULTJ retains its 4,300
net cash position. Going forward, we do not think that this status would 4
change, despite the company’s venture into upstream business. Similarly,

cash cycle remains at 76 days (6M16: 77 days), with no major changes in -
inventory days (9M16: 79 days; 6M16: 78 days). 3,700
3,500
Margins may dip slightly, but efficiencies should limit the drop Nov-15 Feb-16 May-16 Aug-16 Nov-16

Going into 4Q16, along with SMP prices creeping up, we think that current
margins would be unsustainable. Reflecting to the recent movement in SMP

uLmy ——— JCI Rebase as of 01-Nov-16

prices, we think that gross margin would start to feel the heat. Post source:BloombergBCA Sekuritas
adjusting our forecast, our gross margin in 2016F would come at 32.3%,

and will dip again in 2017F to 32.1%. Regardless of the margins

compression, we think that ULTJ would be able to implement efficiency

measures, limiting net margin drop (2016F: 14.2%; 2017F: 13.7%)

Raise TP to IDR6,275, Buy STOCK PERFORMANCE

Post adjusting our 2017F numbers, our target price increased to IDR6,275. 52-week price range (IDR) g 3,480 - 5,000
This would reflect ~23.6x 2017 target PE, at par level to its mean PE. Mmarket cap (IDRbn)/(USDmn) : 13,719.8 / 1,051.5
Despite SMP prices continue to inch up, we note that recent prices are still v [y e ©0 L S - 0.5/ 0.0

below historical prices, with ULTJ having proven to maintain its gross margin
at ~24%. That said, we implore investors to take another look at this stock.
Our target price offers 32% upside, Buy. Key risks to our call include: swing
to a higher SMP prices, less favorable USD/IDR rate, faster than expected

Source: Bloomberg

higher SMP prices recognition. MARKET DATA

Exhibit 1. Financial Summary Y1b nm 3M 12M
ULTJ IJ (IDRbn) 2014A  2015A  2016F  2017F  2018F >0t B

JCI Return 18.1% 1.1% 4.0% 21.7%

Revenue 3,917 4,394 4,868 5,601 6,350 .
EBITDA 469 806 1,043 1176 1267 Relative 2.3% 8.4% 9.4% -3.0%
Net Profit 291 519 707 767 g55  ScurceiBloomberd
EPS (IDR) 101 180 245 265 296
EPS Growth (%) (10.5) 78.3 36.2 8.4 11.5
DPS (IDR) - 12 24 27 30 SHAREHOLDERS
PE (x) 47.1 26.4 19.4 17.9 16.0 p1 Prawirawidjaja Prakarsa : 21.4%
ES/EEXI;ITDA x) 23; 12? 1:2 13? 1(2)§ Tuan Sabana Prawirawidjaja : 14.9%
Dividend Yield (%) - 0.3 0.5 0.6 0.6 Omers : 26.4%
Payout Ratio (%) _ 6.7 10.0 10.0 10.0 Public (each below 5%) : 37.3%
ROE (0/0) 13.6 20.5 22.7 20.3 19.0 Source: Bloomberg
Net Debt (%) n.c. n.c. n.c. n.c. n.c.

Source: Bloomberg, BCA Sekuritas
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Exhibit 2. ULTJ] Financial Summary

Income Statement 2014A 2015A 2016F 2017F 2018F
Year-end 31 Dec (IDRbn)

Revenue 3,917 4,394 4,868 5,601 6,350
Cost of revenue 2,980 3,011 3,296 3,804 4,349
Gross profit 937 1,382 1,573 1,797 2,001
Operating profit 327 653 867 962 1,046
Interest income 25 36 58 62 85
Interest expense 4) (2) (7) (3) (13)
Forex gain/(losses) 18 (0) (0) (0) (0)
Other income/(expense) 10 14 22 (2) 16
EBITDA 469 806 1,043 1,176 1,267
Income before tax 375 701 940 1,018 1,135
Tax expenses (92) (178) (235) (254) (284)
Minority interests (8) 4 (2) (3) (4)
Net income 291 519 707 767 855
EPS (IDR) 101 180 245 265 296
Balance sheet 2014A 2015A 2016F 2017F 2018F
Year—-end 31 Dec (IDRbn)

Cash and equivalents 489 849 1,236 1,778 2,424
Account receivables 395 448 516 598 664
Inventories 714 739 757 849 953
L-T Invest & receivables 213 228 229 230 230
Fixed assets 1,003 1,161 1,485 1,547 1,640
Other assets 102 115 171 198 202
Total assets 2,917 3,540 4,393 5,199 6,114
S-T liabilities 9 3 3 4 6
Other S-T liabilities 482 559 762 847 946
L-T liabilities 60 100 106 124 166
Other L-T liabilities 101 81 101 108 116
Total liabilities 652 742 972 1,082 1,234
Equity 2,265 2,798 3,421 4,117 4,880
Total liabilities & equity 2,917 3,540 4,393 5,199 6,114
Cash Flows Statement 2014A 2015A 2016F 2017F 2018F
Year-end 31 Dec (IDRbn)

Net Income 291 519 707 767 855
Depreciation & Amortization 142 153 176 214 221
Change in working capital (308) (33) 114 (123) (113)
Operating cash flow 125 639 997 858 963
Capital expenditure (238) (329) (501) (277) (314)
Others 67 15 (66) (15) 4
Investing cash flow (171) (314) (567) (292) (311)
Dividend paid (35) - (35) (71) (77)
Net change in debt (25) 42 21 40 77
Others (17) (6) (29) 7 (7)
Financing cash flow (76) 35 (43) (24) (6)
Change in cash (122) 360 387 542 646
Beginning cash flow 612 489 849 1,236 1,778
Ending cash flow 489 849 1,236 1,778 2,424
Key Ratios 2014A 2015A 2016F 2017F 2018F
Gross margin (%) 23.9 31.5 32.3 32.1 31.5
EBITDA margin (%) 12.0 18.3 21.4 21.0 20.0
EBIT margin (%) 8.3 14.9 17.8 17.2 16.5
Pretax margin (%) 9.6 15.9 19.3 18.2 17.9
Net margin (%) 7.4 11.8 14.5 13.7 13.5
ROAE (%) 13.6 20.5 22.7 20.3 19.0
ROAA (%) 10.2 16.1 17.8 16.0 15.1
Current ratio (x) 3.3 3.7 3.4 3.9 4.3
Acid ratio (x) 1.8 2.3 2.3 2.8 3.2
Gearing (%) 3.8 4.6 4.3 4.6 5.5
Net gearing (%) n.c. n.c. n.c. n.c. n.c.
AR turnover (days) 36 37 38 38 38
Inventory turnover (days) 75 87 82 76 75
AP turnover (days) 51 45 50 54 51

Source: Company, BCAS estimates

2016F net income to grow
robustly as SMP prices remain
low...

...supported by high inventories

Strong operating cash flow
generation

Margins to dip slowly, but the
drop will be contained
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Exhibit 3. ULTJ 9M16 result

9M16/ 9M16/

;JI;';; D 3Q15 2Q16 3Q16 Q:Q YoY (%) 9M15 9M16 YoY (%) 2016 cons.
n (%)

(%) (%)
Revenue 1,089 1,200 1,156 (3.7) 6.1 3,275 3,453 5.5 70.9 68.8
COGS 748 779 733 (5.9) (2.0) 2,251 2,262 0.5
Gross profit 341 421 423 0.4 23.9 1,023 1,191 16.4
gross profit margin (%) 31.3 35.1 36.6 31.3 34.5
Operating expenses (137) (258) (120) (53.7) (12.9) (540) (529) (2.2)
Operating profit 204 163 303 86.2 48.6 483 662 37.1 89.5 85.7
operating margin (%) 18.7 13.6 26.2 14.7 19.2
Net profit 169 135 246 82.2 45.0 394 546 38.8 91.7 90.1
Net margin (%) 15.5 11.2 21.2 12.0 15.8
Cash 719 1,158 1,409 719 1,409
Interest bearing liabilities 77 100 99 77 99
Equity 2,666 3,104 3,344 2,666 3,344
Net gearing (%) net cash net cash net cash net cash net cash

Source: Company, BCA Sekuritas, Bloomberg

Exhibit 4. Forecast changes

2016F 2017F

(IDR bn) old New Change ( OIld New Change (%)
Revenue 4,868 4,868 - 5,601 5,601 -
Gross profit 1,570 1,573 0.2 1,794 1,797 0.2
EBITDA 916 1,043 13.8 1,093 1,176 7.6
EBIT 740 867 17.1 879 962 9.4
Net profit 596 707 18.7 694 767 10.4
Gross margin 32.2 32.3 32.0 32.1

EBITDA margin 18.8 21.4 19.5 21.0

EBIT margin 15.2 17.8 15.7 17.2

Net margin 12.2 14.5 12.4 13.7
Source: BCA Sekuritas

Exhibit 5. SMP prices, Ytd
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Source: Bloomberg, BCA Sekuritas
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DISCLAIMER

By receiving this research report ("Report"), you confirm that: (i) you have previously requested PT BCA Sekuritas to deliver this Report to you and you are legally entitled to receive the Report in accordance with Indonesian
prevailing laws and regulations, and (ii) you have fully read, understood and agreed to be bound by and comply with the terms of this Report as set out below. Your failure to comply with the terms below may constitute a violation
of law.

This Report is strictly confidential and is for private circulation only to clients of PT BCA Sekuritas. This Report is being supplied to you strictly on the basis that it will remain confidential and that you will maintain its confidentiality at
all times. Without the prior written consent of PT BCA Sekuritas authorized representative(s), no part of this Report may be (i) copied or reproduced in any form by any means, (ii) redistributed or delivered, directly or indirectly, to
any person other than you, or (iii) used for any other purpose that is not in line with the terms of the Report..

PT BCA Sekuritas, its affiliates and related companies, their directors, associates, connected parties and/or employees (excluding the individual analysts who prepare this Report) may own or have positions in securities of the
company(ies) covered in this Report and may from time to time buy or dispose, or may have material interest in, those securities.

Further, PT BCA Sekuritas, its affiliates and its related companies do and seek to do business with the company(ies) covered in this Report and may from time to time: (i) act as market maker or have assumed an underwriting
commitment in the securities of such company(ies), (ii) sell to or buy those securities from other investors for its own account, (iii) perform or seek to perform significant investment banking, advisory or underwriting services for or
relating to such company(ies), or (iv) solicit any investment, advisory or other services from any entity covered in this Report. Furthermore, the personnel involved in the preparation of this Report may also participate in the
solicitation of the businesses as described above.

The views expressed in this Report reflect the personal views of the individual analyst(s) at PT BCA Sekuritas about the securities or companies mentioned in the Report and the compensation of the individual analyst(s), is, or will be
directly or indirectly related to the performance of PT BCA Sekuritas’ activities. PT BCA Sekuritas prohibits the individual analyst(s) who prepared this Report from receiving any compensation, incentive or bonus based on specific
investment banking transactions or for providing a specific recommendation for, or view of, a particular company (including those covered in the Repot). However, the individual analyst(s) may receive compensation based on the
scope of his/their coverage of company(ies) in the performance of his/their duties or the performance of his/their recommendations.

In reviewing this Report, you should be aware that any or all of the above activities of PT BCA Sekuritas, its affiliates and related companies, their directors, associates, connected parties and/or employees, among other things, may
give rise to real or potential conflicts of interest between them and you.

The content of this Report is prepared based on data believed to be correct and reliable on the date of this Report. However, this Report: (i) is not intended to contain all necessary information that a prospective investor may need,
(ii) is not and should not be considered as an investment advice in any way, and (iii) cannot be relied as a basis for making an informed investment decision. Accordingly, PT BCA Sekuritas does not guarantee the adequacy,
accuracy, completeness, reliability or fairness of any content of this Report and PT BCA Sekuritas, its affiliates and related companies, their directors, associates, connected parties and/or employees (including the analysts) will not
be liable in any way for any consequences (including but not limited to any direct, indirect or consequential losses, loss of profits and damages) arising from or relating to any reliance on or use of the content of this Report by any
person (including you).

This Report is general in nature and has been prepared for information purposes only. It is intended for circulation amongst PT BCA Sekuritas’ clients only and does not consider any specific investment objectives, financial situation
and the particular needs of any specific person who may receive this Report. The entire content of this Report is not and cannot not be construed or considered as an offer, recommendation, invitation or solicitation to enter into any
transaction (including trading and hedging) relating to the securities, other financial instruments, and other form of investments issued or offered by the company(ies) covered in this Report.

It is your own responsibility to: (i) independently evaluate the content of this Report, (ii) consider your own individual investment objectives, financial situation and particular needs, and (iii) consult your own professional and
financial advisers as to the legal, business, financial, tax and other aspects before participating in any transaction in respect of the securities of company(ies) covered in this Report.

Please note that the securities of the company(ies) covered in this Report might not be eligible for sale in all jurisdictions or to all categories of investors. The availability of those securities and your eligibility to invest in those
securities will be subject to, among others, the prevailing laws of the relevant jurisdiction covering those securities. Furthermore, the value and income of any of the securities covered in this Report can fall as well as rise and an
investor (including you) may get back less than invested. Future returns are not guaranteed, and a loss of original capital may be incurred. Foreign-currency denominated securities are subject to fluctuation in exchange rates that
could have a positive or adverse effect on the value, price or income of such securities and financial instruments. Past performance is not indicative of comparable future results and no guarantee regarding future performance is
provided in this Report.

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 contrarv to the abblicable laws or reaulation of such iurisdiction.



