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Unilever Indonesia

Experiencing a boost in demand

1Q20 results within expectations

Unilever (UNVR) 1Q20 revenue grew by 4.6% YoY to Rp11.2 tn, forming 24.8% of our
FY20F. Home Personal Care (HPC) segment sales increased at 5.1% YoY in 1Q20 to Rp 7.8
tn, Food and Refreshment (FR) rose at 3.4% YoY to Rp3.3 tn. Gross profit grew at faster
rate by 10.2% YoY, led to GPM expansion of 270bps YoY to 52.4% levels (vs. 49.8% in
1Q19), mainly supported lower labor cost (-3.4% YoY) which bring down overall COGS by
1%. On the segment margin; both HPC and FR segment gross margin expanded by
360/30bps YoY in 1Q20 to 56.2/43.5% respectively. However, operating profit increased
only by 1.3% YoY as a result of 17.4% YoY increase in Opex . Opex was historically trending
down in the following quarters so we believe operating profit in-line with our expectation.
Below operating line the reduction in corporate income tax rate to 22% from 25% helped
net profit to rise by 6.5% (24.2% of FY20F)

Expect resilience demand in both HPC and FR segment

According to recent survey by Nielsen, in March 2020 the demand on home care, personal
care, and food preparation product increased by 33%, 28%, 44% respectively compared to
the Jan-Feb period. Thus, we remain sanguine on the stock as HPC contribute 70% of
company revenue. Judging from the survey and recent development HPC will likely to
remain resilience during this pandemic as people doing more hand washing and more
concern on personal hygiene. However we think FR segment will likely to post stronger
growth going forward as more people have to stay at home due to stricter social
distancing measure. Looking at 1Q20 result both HPC and FR grew by 4.4% and 8.6% QoQ
amid challenging environment. We think the strong trend will likely to sustain for
sometimes this year as the pandemic is not over yet.

Bigger pack preferred during pandemic

As the novel coronavirus sweeps Indonesia, consumers are being forced to dramatically
change their purchase behaviors. According to consumer survey conducted by
SurveySensum, people are turning to bigger packages product as they are required to stay
at home after the implementation of large-scale social restrictions (PSBB) to curb the
outbreak. The survey also revealed increase in consumer shopping for fast moving
consumer goods (FMCG) through online sales. We believe this survey shows that people
stay at home to comply with the government’s call for physical distancing to avoid risk of
being contagious. This make them buy FMCG in bulk (bigger quantities) and stock up which
should be positive for FMCG companies as it would help volume to grow.

Reiterate Buy with higher TP of Rp10,390

Post 1Q20 results, we fine tune our corporate tax rate assumption from 25% to 22%, which
lead to FY20-21 EPS forecast increase by 4.4% to Rp8.0-8.4 tn. We reaffirm our BUY rating
on UNVR with higher TP of Rp10,390 (was Rp9,940), which is still based on 2020F PER of
49.3x coupled with higher earnings forecast.

Exhibit 1 : Financial Highlights

Year to 31 Dec 2018A 2019A 2020F 2021F 2022F
Revenue (Rpbn) 41,802 42,923 44,938 47,095 49,356
Operating profit (Rpbn) 9,502 10,118 10,520 11,025 11,554
Net profit (Rpbn) 9,081 7,393 8,033 8,413 8,812
EPS (Rp) 238.0 193.8 210.6 220.5 231.0
EPS growth (%) 29.6 -18.6 8.7 4.7 4.7
EV/EBITDA (x) 29.0 27.4 26.4 25.2 24.0
PER (x) 33.6 41.3 38.0 36.3 34.6
PBV (x) 41.3 57.8 57.8 57.8 57.8
Dividend yield (%) 2.3 3.0 2.6 2.8 2.9
ROE (%) 123.0 140.0 152.1 159.3 166.8

Source : UNVR, Ciptadana Estimates
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Exhibit 2: UNVR 1020 results

(in Rp Bn) 1Q20 1Q19 YoY 1Q20 4Q19 QoQ F 1Q20/20F
Revenue 11,153 10,665 4.6% 11,153 10,562 5.6% 44,938 24.8%
Gross profit 5,848 5,306 10.2% 5,848 5,591 4.6% 22,980 25.4%
Gross profit margin 52.4% 49.8% 2.7% 52.4% 52.9% -0.5% 51.1%
Opex -3,454  -2,942 17.4% -3,454  -2,998 15.2% -12,461
Operating Profit 2394.0 2363.9 1.3% 2,394 2,593 -7.7% 10,520 22.8%
Operating margin 21.5% 22.2% -0.7% 21.5% 24.6% -3.1% 23.4%
Finance Cost -50 -33 51.4% -50 -59 -14.9% -222.9
Others-net -5 0 845.0% -5 1 -598.8% 3.1
Pre-tax profit 2,339 2,330 0.4% 2,339 2,535 -7.7% 10,300 22.7%
Pre-tax margin 21.0% 21.8% -0.9% 21.0% 24.0% -3.0% 22.9%
Net Profit 1,863 1,749 6.5% 1,863 1,883 -1.1% 7,692 24.2%
Net Margin 16.7% 16.4% 0.3% 16.7% 17.8% -1.1% 17.1%

Source: Ciptadana Sekuritas, Company

Exhibit 3: UNVR 1020 segment results

1020 1019 YoY 1Q20 4Q19 QoQ
Consolidated Sales 11,153 10,665 4.6% 11,153 10,562 5.6%
Home&Personal Care Sales 7,845 7,466 5.1% 7,845 7,517 4.4%
Food & Refreshment Sales 3,308 3,198 3.4% 3,308 3,045 8.6%
COGS -5,305 -5,358  -1.0% -5,305 -4,971 6.7%
Home&Personal Care -3,435 -3,540 -3.0% -3,435 -3,249 5.7%
Food & Refreshment -1,870 -1,819 2.8% -1,870 -1,722 8.6%
Gross Profit 5,848 5306 10.2% 5,848 5,591 4.6%
Home&Personal Care 4,410 3,927  12.3% 4,410 4,268 3.3%
Food & Refreshment 1,438 1,380 4.2% 1,438 1,323 8.7%
OPEX -2,846 -2,488  14.4% -2,846 -2,517 13.0%
Home&Personal Care -1,927 -1,635  25.6% -1,927 -1,634 18.0%
Food & Refreshment -918 -953  -3.6% -918 -883 4.0%
Operating Profit 3,002 2,819 6.5% 3,002 3,074 -2.3%
Home&Personal Care 2,483 2,392 3.8% 2,483 2,635 -5.8%
Food & Refreshment 519 427  21.7% 519 439 18.3%
GPM 52.4% 49.8% 2.7% 52.4% 52.9% -0.5%
Home&Personal Care 56.2% 52.6% 3.6% 56.2% 56.8% -0.6%
Food & Refreshment 43.5% 43.1% 0.3% 43.5% 43.4% 0.0%
OPM 26.9% 26.4% 0.5% 26.9% 291% -2.2%
Home&Personal Care 31.6% 32.0% -0.4% 31.6% 35.0% -3.4%
Food & Refreshment 15.7% 13.3% 2.4% 15.7% 14.4% 1.3%
Sales Breakdown
Home&Personal Care Sales 70.3% 70.0% 0.3% 70.3% 71.2% -0.8%
Food & Refreshment Sales 29.7% 30.0% -0.3% 29.7% 28.8% 0.8%
Gross Profit Breakdown
Home&Personal Care Sales 75.4% 74.0% 1.4% 75.4% 76.3% -0.9%
Food & Refreshment Sales 24.6% 26.0% -1.4% 24.6% 23.7% 0.9%
Operating Profit Breakdown
Home&Personal Care Sales 82.7% 84.9% -2.2% 82.7% 85.7% -3.0%
Food & Refreshment Sales 17.3% 15.1% 2.2% 17.3% 14.3% 3.0%

Source: Ciptadana Sekuritas, Company
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Exhibit 4: UNVR Forecast Change

(in Rp Bn) FY20 Old FY20 New FY21 old FY21 New YoY
Revenue 44,938 44,938  0.0% 47,095 47,095 0.0%
Gross profit 22,980 22,980 0.0% 24,084 24,084 0.0%
Gross profit margin 51.1% 51.1% 0.0% 51.1% 51.1% 0.0%
Opex -12,461 -12,461 0.0% -13,059 -13,059 0.0%
Operating Profit 10,520 10,520 0.0% 11,025 11,025 0.0%
Operating margin 23.4% 23.4% 0.0% 23.4% 23.4% 0.0%
Finance Cost -223 -223 0.0% -241 -241 0.0%
Others-net 3 3 0.0% 3 3 0.0%
Pre-tax profit 10,300 10,300 0.0% 10,787 10,787 0.0%
Pre-tax margin 22.9% 22.9% 0.0% 22.9% 22.9% 0.0%
Net Profit 7,692 8,033  4.2% 8,055 8,413 4.2%
Net Margin 17.1% 17.9%  0.8% 17.1% 17.9%  0.8%

Source: Ciptadana Sekuritas, Company
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Exhibit 5 - Income Statement

Year to 31 Dec (Rpbn) 2018A 2019A 2020F 2021F 2022F
Revenue 41,802 42,923 44,938 47,095 49,356
COGS -20,697 -20,894 -21,958 -23,012 -24116
Gross profit 21,105 22,029 22,980 24,084 25,240
Oper. expenses -11,603 -11,911 -12,461 -13,059 -13,686
Oper. profit 9,502 10,118 10,520 11,025 11,554
EBITDA 10,551 11,247 11,693 12,281 12,898
Interest income 16 11 5 5 5
Interest expense -192 -230 -228 -246 -263
Other income (exp.) 2,821 -2 -2 -2 -2
Pre-tax profit 12,148 9,902 10,300 10,787 11,299
Income tax -3,067 -2,509 -2,267 -2,374 -2,487
Minority interest 0 0 0 0 0
Net profit 9,081 7,393 8,033 8,413 8,812
Exhibit 6 - Balance Sheet

Year to 31 Dec (Rpbn) 2018A 2019A 2020F 2021F 2022F
Cash & cash equivalent 352 629 282 282 282
Acct, receivables 4,983 5,335 5,586 5,854 6,135
Inventory 2,658 2,429 2,553 2,675 2,804
Other curr, asset 265 137 144 151 158
Total current asset 8,258 8,530 8,565 8,962 9.379
Fixed assets - net 10,627 10,715 11,184 11,635 12,068
Other non-curr.asset 945 939 938 936 935
Total asset 20,327 20,649 21,119 21,935 22,751
ST debt + curr. maturity 599 3,046 3,006 3,316 3,603
Acct, payable 4,573 4,517 4,747 4,975 5214
Advances received 0 0 0 0 0
Other curr. liab 6,102 5,502 5,782 6,060 6,351
Long term debt 897 919 919 919 919
Other non-curr, liab, 772 1,383 1,383 1,383 1,383
Total liabilities 12,943 15,368 15,837 16,653 17,469
Shareholder equity 7,384 5,282 5,282 5,282 5,282
Minority interest 0 0 0 0 0
Total liab + SHE 20,327 20,649 21,119 21,935 22,751
Exhibit 7 - Per Share Data

Year to 31 Dec(Rp) 2018A 2019A 2020F 2021F 2022F
EPS 238.0 193.8 210.6 2205 231.0
BVPS 193.5 138.4 138.4 138.4 138.4
DPS 183.0 240.9 210.6 2205 231.0
FCF per share 234.5 197.0 208.2 218.5 230.1

Source : UNVR, Ciptadana Estimates

Please see analyst certification and other important disclosures at the back of this report
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Exhibit 8 - Cash Flow

Year to 31 Dec (Rpbn) 2018A 2019A 2020F 2021F 2022F
Net income 9,081 7,393 8,033 8,413 8,812
Depreciation 1,049 1,129 1,173 1,256 1,344
Chg in working cap. 660 -35 129 108 113
Other 174 214 217 235 252
CF-Oper activities 10,964 8,701 9,552 10,012 10,521
Capital expenditure -1,255 -1,217 -1,641 -1,707 -1,777
Others -764 33 33 33 33
CF-Investing activities -2,019 -1,184 -1,608 -1,674 -1,744
Net change in debt -1,954 2,469 -40 310 287
Net change in equity 0 0 0 0 0
Dividend payment -6,981 -9,192 -8,033 -8,413 -8,812
Other financing 113 -297 6 6 6
CF-Financing activities -8,999 -7,240 -8,291 -8,338 -8,777
Net cash flow -53 277 -347 0 0
Cash - begin of the year 405 352 629 282 282
Cash - end of the year 352 629 282 282 282

Exhibit 9 - Key Ratios

Year to 31 Dec 2018A 2019A 2020F 2021F 2022F
Growth

Revenue (%) 1.5 2.7 4.7 4.8 4.8
Operating profit (%) 0.0 6.5 4.0 4.8 4.8
Net profit (%) 29.6 -18.6 8.7 4.7 4.7
Profitability Ratios

Gross margin (%) 50.5 51.3 51.1 51.1 51.1
Operating margin (%) 22.7 23.6 23.4 23.4 23.4
EBITDA margin (%) 25.2 26.2 26.0 26.1 26.1
Net margin (%) 21.7 17.2 17.9 17.9 17.9
ROA (%) 44.7 35.8 38.0 38.4 38.7
ROE (%) 123.0 140.0 152.1 159.3 166.8
Liquidity Ratios

Current ratio (x) 0.7 0.7 0.6 0.6 0.6
Quick ratio (x) 0.5 0.5 0.4 0.4 0.4
Cash conversion cycle (days) 0.0 0.0 0.0 0.0 0.0
Activity Ratio

Inventory turnover (days) 0.0 0.0 0.0 0.0 0.0
Receivable turnover (days) 0.0 0.0 0.0 0.0 0.0
Payable turnover (days) 0.0 0.0 0.0 0.0 0.0
Solvency Ratio

Interest cover (x) 55.0 48.9 51.3 49.9 49.1
Debt to equity ratio (x) 0.2 0.8 0.7 0.8 0.9
Net debt to equity (x) 0.2 0.6 0.7 0.7 0.8

Source : UNVR, Ciptadana Estimates
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Analyst Certification

Each contributor to this report hereby certifies that all the views expressed accurately reflect his or her personal views about the
companies, securities and all pertinent variables. It is also certified that the views and recommendations contained in this report are not
and will not be influenced by any part or all of his or her compensation.

Disclaimer

This report does not constitute an offer to buy or sell any security/instrument, invitation to offer or recommendation to enter into any
transaction. Nor are we acting in any other capacity as a fiduciary to you. When making and investment decision, you should determine,
without reliance upon us or our affiliates, the economic risks and merits (and independently determine that you are able to assume these
risks) as well as the legal, tax and accounting characterizations and consequences of any such transaction. In this regard, by accepting this
report, you acknowledge that (a) we are not in the business of providing (and you are not relying on us for) legal, tax or accounting advice,
(b) there may be legal, tax or accounting risks associated with any transaction, (c) you should receive (and rely on) separate and qualified
legal, tax and accounting advice and (d) you should apprise senior management in your organization as to such legal, tax and accounting
advice (and any risks associated with any transaction and our disclaimer as to these matters.

The information contained in this report is based on material we believe to be reliable; however, we do not represent that it is accurate,
current, complete, or error free. Assumptions, estimates and opinions contained in this report constitute our judgment as of the date of the
document and are subject to change without notice. Any projections are based on a number of assumptions as to market conditions and
there can be no guarantee that any projected results will be achieved. Past performance is not a guarantee of future results. PT
CIPTADANA SEKURITAS ASIA AND ITS AFFILIATES SPECIFICALLY DISCLAIMS ALL LIABILITY FOR ANY DIRECT, INDIRECT, CONSEQUENTIAL
OR OTHER LOSSES OR DAMAGES INCLUDING LOSS OF PROFITS INCURRED BY YOU OR ANY THIRD PARTY THAT MAY ARISE FROM ANY
RELIANCE ON THIS REPORT OR FOR THE RELIABILITY, ACCURACY, COMPLETENESS OR TIMELINESS THEREOF.

Disclaimer: This document is not intended to be an offer, or a solicitation of an offer, to buy or sell relevant securities (i.e. securities
mentioned herein or of the same issuer and options, warrants or rights to or interest in any such securities). The information and opinions
contained in this document have been compiled from or arrived at in good faith from sources believed to be reliable. No representation or
warranty, expressed or implied, is made by PT CIPTADANA SEKURITAS ASIA or any other member of the Ciptadana Capital, including any
other member of the Ciptadana Group of Companies from whom this document may be received, as to the accuracy or completeness of the
information contained herein. All opinions and estimates in this report constitute our judgment as of this date and there can be no
assurance that future results or events will be consistent with any such opinions, forecasts or estimates. The information in this document
is subject to change without notice; its accuracy is not guaranteed; and it may be incomplete or condensed.
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