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Kino Indonesia
Long road to recovery

Beverage segment regains traction...

KINO’s Larutan Cap Kaki Tiga (~80% of beverage segment revenue) cooling
water managed to regain traction driven by consumer preferences toward
healthy drinks and continuous promotions in both general and modern trade
channels. We expect beverage segment to outgrow personal care sales and
grew by 24%/10% YoY in FY21/22F. Hence, the contribution of beverage
segment should increase to 46% in both FY21/22F (vs. 38% in the past 5 years).
...while personal care segment experience a slower recovery

We expect a slower recovery in Ellips products (30% of personal care segment
sales) and Sasha, B&B, & Sleek Baby (46% of personal care segment sales) as
purchasing power remains weak. This has led consumers to reduce their budget
for secondary needs and downtrading to cheaper brands. Meanwhile, KINO’s
Instance sanitizing products are losing momentum from stiff competition in
sanitizing products due to low barriers to entry in the segment. We expect
personal care segment to experience a 16% YoY decline in FY21 before
recovering by 7% YoY in FY22. Hence, we estimate KINO’s consolidated sales
grow 2%/8% in FY21/22F.

Shifts in product mix and higher PPE cost to impact margin

We estimate that beverage segment sales to grow by 11% CAGR between FY21
and FY23, much faster growth than personal segment sales with just a 6%
CAGR between FY21 and FY23. Hence, the shift in product mix from higher
contribution from the beverage segment (GPM of 45% in 3Q21) at the expense
of personal care (GPM of 54% in 3Q21) negatively impacts KINO’s GPM. In
addition, we expect cost pressure to remain high in the near term from an
increase in polypropene index by 4% YTD. A packaging cost is one of the key
contributors in COGS and adjustment in ASP has yet to be seen, we estimate a
further decline in KINO’s GPM to 47%/46% in FY21/22F (vs. 48% in FY20).

Thin operating profit barely cover the financial expense

The weak topline has dragged overall KINO's EBIT to only IDR123bn in 9M21,
despite high-interest expenses at IDR117bn, resulting in a very low-interest
coverage at 1.06x, much lower than its historical avg. of 3.5x in FY14-19. Given
that OPEX will be 5% higher than FY20, this should translate to a 6% earnings
contraction in FY21 before an 11% recovery in FY22.

Downgrade KINO to SELL with a potential ~37% downside

We significantly cut our FY21/22F earnings expectation by 55%/52% due to very
weak 9M21 results. We expect KINO earnings to contract 6% YoY in FY21
before an 11% recovery in FY22. Thus, we view that the recent rally (+58% YTD)
has placed KINO’s valuation at 39x or higher than +1STD above its 5-yr mean at
35x. Based on this, we downgrade KINO to SELL with a TP of IDR 2,000 /share
(from IDR3,000/share), based on 24x (at its 5 years mean) of FY22F EPS at IDR
40.6/ share.

2019A 2020A 2021F 2022F 2023F
Sales (IDR) 4,679 4,025 4,122 4,446 4,835
OP (IDR) 433 210 159 182 208
EBT (IDR) 636 135 136 151 169
NP (IDR) 520 114 106 118 132
EBITDA (IDR) 604 255 208 235 265
OP margin (%) 9% 5% 4% 4% 4%
ROE (%) 21% 4% 4% 5% 5%
Dividend yield (%) 3% 5% 1% 1% 1%
EPS (IDR) 364 80 75 83 93
chg. (%, YoY) 230% -78% -6% 11% 12%
BPS (IDR) 2,703 2,577 2,537 2,623 2,719
DPS (IDR) 57 103 22 25 28
PE (x) 9 40 43 39 35
PB (x) 2 2 2 2 2
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Table 1. Change of assumptions
2021F 2022F
(Rpbn) Old New % change Old New % change
Revenue 4,654 4,122 -11% 4,821 4,446 -8%
Gross profit 2,250 1,922 -15% 2,334 2,039 -13%
Gross margin 48% 47% 48% 46%
Operating profit 405 159 -61% 423 182 -57%
Operating margin 9% 4% 9% 4%
EBITDA 464 208 -55% 486 235 -52%
EBITDA margin 10% 5% 10% 5%
Net profit 235 106 -55% 240 118 -51%
Net margin 5% 3% 5% 3%
Source: KISI
Fig 1. KINO revenue & yearly hikes per segment Fig 2. KINO GPM vs. PYLA Index
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Fig 3. KINO quarterly EBIT Fig 4. KINO P/E band (x)
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FY-ending Dec. (IDR bn) 2019A 2020A 2021F 2022F 2023F
Current assets 2335 2,562 2528 2,537 2561
Cash & cash equivalent 268 184 268 175 138
Accounts & other receivables 1510 1688 1681 1729 1,735
Inventory 557 690 579 633 688
Non-current assets 2361 2,693 2860 3,009 3,152
Fixed assets 2,160 2,341 2,592 2,738 2,881
Tangible assets 2536 2,915 2,796 2,808 2,832
Total assets 4696 5255 5388 5546 5,713
Current liabilities 1733 2,146 2,398 2467 2,537
Accounts & other payables 565 478 742 811 881
ST debt & bond 922 1,393 1,393 1,393 1,393
Current portion of LT debt 246 275 263 263 263
Non-current liabilities 260 532 532 532 532
Debentures 117 206 206 206 206
LT debt & financial liabilities 142 326 326 326 326
Total liabilities 1,993 2,678 2929 2999 3,069
Controlling interest
Capital stock 143 143 143 143 143
Capital surplus 710 710 710 710 710
Other Reserves 543 556 556 556 556
Retained earnings 1,220 1,098 1,057 1,143 1,240
Minority interest 86 70 70 70 70
Shareholders’ equity 2,703 2,577 2,537 2623 2,719
Cash flow
FY-ending Dec. (IDR bn) 2019A 2020A 2021F 2022F 2023F
C/F from operating 636 135 525 139 198
Pre-tax Profit (120) (21) 136 151 169
Tax Paid (268) 0 -30 -33 37
Other Non-Cash Adjustments 636 135 0 0 0
Net incr. in W/C
Others (230)  (185) 418 21 66
CIF from investing (332) (385)  -300 -200  -200
CAPEX (914)  (225)  -300  -200  -200
Decr. in fixed assets
Incr. in investment 132 0
Net incr. in intangible assets
Others 451 (160) 0 0 0
C/F from financing 331 385 -147 -32 -35
Incr. in equity
Incr. in debts
Dividends (39) (81)  -147 32 35
Others 369 467 0 0 0
C/F from others
Increase in cash 17 (71) 78 -93 -37

Note: Based on K-IFRS (consolidated)

FY-ending Dec. (IDR bn) 2019A  2020A 2021F 2022F 2023F
Sales 4,679 4,025 4,122 4,446 4,835
COGS (2,488)  (2,096) (2,201) (2,407)  (2,615)
Gross profit 2,191 1,929 1,922 2,039 2,220
SG&A expense (1,758)  (1,719) (1,762) (1,858)  (2,011)
Operating profit 433 210 159 182 208
Financial income 13 5
Interest income 2 2 2
Financial expense (83) (138) (155) (163) (171)
Interest expense
Other non-operating profit 277 59 130 130 130
Gains (Losses) in associates, _ R R
subsidiaries and JV
Earnings before tax 636 135 136 151 169
Income taxes (120) (21) (30) (33) 37)
Minority Interests 5 0 0 0 0
) Net profit of controlling 520 114 106 118 132
interest
Other comprehensive profit
Total comprehensive profit

Total comprehensive profit

of controlling interest
EBITDA 604 255 208 235 265
Key financial data
FY-ending Dec. 2019A 2020A 2021F 2022F 2023F
per share data (IDR)
EPS 364 80 75 83 93
BPS 1,892 1,804 1,776 1,836 1,904
DPS 57 103 22 25 28
Growth (%)
Sales growth 30% -14% 2% 8% 9%
OP growth 78% -52% -24% 14% 15%
NP growth 230% -78% -6% 11% 12%
EPS growth 0% 0% 0% 0% 0%
EBITDA growth 116% -58% -18% 13% 13%
Profitability (%)
OP margin 9% 5% 4% 4% 4%
NP margin 11% 3% 3% 3% 3%
EBITDA margin 13% 6% 5% 5% 5%
ROA 17% 5% 5% 6% 6%
ROE 21% 4% 4% 5% 5%
Dividend yield 9% 5% 4% 4% 4%
Dividend payout ratio 11% 3% 3% 3% 3%
Stability
Net debt (IDR bn)
Int.-bearing debt/equity (%)
Valuation (X)
PE 9 40 43 39 35
PB 2 2 2 2 2
EV/EBITDA
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Disclaimer
This Research Report ("Report") is prepared by PT Korea Investment and Sekuritas Indonesia, or its subsidiaries or its affiliates ("KISI").

By receiving this Report, you confirm that: (a) you have previously requested KISI to deliver this Report to you and you are legally
entitled to receive the Report in accordance with Indonesian prevailing laws and regulations, and (b) 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.

All the material presented in this Report is under copyright to KISI. This Report is strictly confidential and is for private circulation only
to clients of KISI. 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. None of the parts of this material, nor its contents, may be copied, photocopied, or duplicated in any form of
by any means or altered in any way, or transmitted to, or distributed to any other party without prior written consent of KISI.

This Report is based on the information obtained by KISI from sources believed to be reliable, however KISI do not make
representations as to their accuracy, completeness or correctness. This 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. KISI accepts no liability for any direct, indirect and/or consequential loss (including any claims for loss of
profit) arising from the use of the material presented in this Report and further communication given or relied in relation to this
document.

This Report is intended for circulation among KISI' 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: (a) independently evaluate the content of this Report, (b) consider
your own individual investment objectives, financial situation and particular needs, and (c) 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.

This report is not to be relied upon in substitution for the exercise of independent judgement. Past performance and analysis should not
be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding
future performance. Information, valuations, opinions, forecasts, and estimates contained in this report reflects a judgment at its
original date of publication by KISI and are subject to change without notice, its accuracy is not guaranteed or it may be incomplete.

The views expressed in this Report reflect the personal views of the individual analyst(s) at KISI about the securities or company(ies)
mentioned in the Report and the compensation of the individual analyst(s), is, or will be directly or indirectly related to the performance
of KISI" activities. KISI 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 Report). 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 KISI and its officers, directors and employees,
among other things, may give rise to real or potential conflicts of interest. KISI 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. KISI may, to the extent permitted by law, act upon or use the information presented herein, or the research or analysis on which
they are based, before the material is published.

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.

PT Korea Investment and Sekuritas Indonesia is Securities Company Member of the Indonesia Stock Exchange, licensed, registered and
supervised by the Indonesia Financial Services Authority (Otoritas Jasa Keuangan).
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