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Estika Tata Tiara  
BACKGROUND 

KIBIF could deliver 132% yoy net income growth in 2019 on the back of capacity 
expansion (from 2,000 cattle to 8,000) which will drive revenue growth of 53%. Margins 
will expand as KIBIF pushes into cattle fattening (15% gross margin) and processing 
(20-30% gross margin), vs the 11% gross margin achieved in 2017. We estimate fair 
market capitalisation at Rp443b-Rp640b, which is based on the industry’s 10-13x PE to 
2019F net income. 

OUTLOOK/RECOMMENDATION 

 Sole integrated beef producer in Indonesia. Estika Tata Tiara (KIBIF) is the only 
integrated beef producer in Indonesia. It operates feed lots for cattle fattening. The fattened 
cattle are then moved to slaughter houses that adhere with halal standards. The meat is 
then either sold as it is or sent to a processing plant to be turned into processed meat 
(patties, sausages, etc). The final products are then distributed via a refrigerated system 
sold via the modern trade format (Transmart, Lion Superindo, etc) and traditional markets. 
KIBIF also makes frozen dough and dim sum.        

 Low consumption of beef per capita and rising consumption with higher GDP per 
capita. Indonesians consume 1.9kg of beef p.a., compared with Malaysia’s 5.4kg p.a. Meat 
consumption will continue to rise and will only hit a plateau when GDP per capita reaches 
US$32,000-55,000. Considering Indonesia’s GDP per capita is only US$3,800 at this point, 
we foresee potential sustainable growth in meat (beef) consumption for the next 10 years. 

 Capacity expansion translates to revenue growth. About 40% of the IPO proceeds will 
be used to expand feed lots by purchasing live cattle for fattening. Current cattle count is 
about 2,000 heads, which will be expanded by four-fold to 8,000 with the IPO proceeds. 
About 15% of the proceeds will be used to expand the production building in Subang and 
10% of the proceed to expand the Salatiga plant. The capacity expansion will translate to 
53% and 23% revenue growth in 2019 and 2020. 

 Margin expansion via cattle fattening and meat processing. With the IPO proceeds to be 
used for cattle fattening and meat processing, margins could improve as the cattle fattening 
business carries a 15% gross margin and processing carries a 20-30% gross margin. This is 
to be compared to the 11% overall gross margin in 2017 and 5-10% margins for the other 
non-processing and non-cattle fattening sub-segments in 2017. The company will also 
allocate part of its IPO proceeds to working capital for buffalo meat imports, which could 
translate to Rp2b-3b in net income.  

 132% EPS growth in 2019. With the strong revenue growth and margin expansion, we 
forecast 132% yoy EPS growth in 2019. We assume net margin of 3.0%, which is lower than 
the 3.4% achieved in 2017 and more in line with industry forecasts. We estimate the fair 
range of the market cap atRp443b-Rp640b, derived by assigning 10-13x 2019F PE. 

KEY FINANCIALS 
Year to 31 Dec 2016 2017 2018F 2019F 2020F 

Revenue (Rpb) 790.1 846.5 934.9 1,652.8 2,015.8 
Revenue Growth (%) 24.6 7.1 10.4 76.8 22.0 
Net Profit (Rpb) 15.4 26.5 21.3 49.2 80.4 
Net Profit Growth (%) 11.7 72.1 (19.8) 131.5 63.3 
ROE (%) 18.1 36.0 11.2 13.9 19.4 
ROA (%) 10.0 7.5 3.2 5.8 8.9 
Gearing (x) 0.69 4.34 0.90 1.01 0.88 
 

Source: KIBIF, UOB Kay Hian 
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Investment Thesis 

 Sole integrated beef producer in Indonesia. KIBIF is Indonesia’s only integrated industry (ie 
with a closed system). It operates three plants in Subang (West Java), Cikarang (West Java) 
and Salatiga (Central Java). The Subang plant is for the ranch and processing operations that 
involve live cattle, chilled and frozen beef, portion cuts and meatballs. The Cikarang plant 
produces minced beef, processed meat and sausages. Finally, the Salatiga plant produces 
frozen dough and dim sum. 

 Low consumption of beef per capita. With its population of 262m, Indonesia represents a 
huge potential market for KIBIF. Meat supply per person (excluding seafood) in Indonesia is a 
low 20kg. This figure is low as Malaysia has meat supply of 60kg per person. On the 
consumption per capita side, Indonesians consume 1.9kg of beef p.a. compared with Malaysia’s 
5.4kg p.a. The low supply and upside to demand support KIBIF’s sustainable growth potential.  

 Margin expansion via cattle fattening and meat processing. According to KIBIF, about 40% 
of the IPO proceeds will be used to purchase live cattle for fattening. Using purchased or frozen 
meat, KIBIF historically achieved gross margins of 5-7%. Should KIBIF purchase live cattle, 
fatten them for 120 days and process them, KIBIF would be able to realise gross margins of 15-
25%. KIBIF will also focus on expanding processed meat operations as with meat processing, it 
can achieve gross margins of 20-30%. Thus, expansion of the cattle fattening and processed 
meat operations will translate into higher margins post IPO. 

 Strong customer base. KIBIF has a strong customer base in the traditional and modern trade 
markets. KIBIF supplies 100% of the beef sold in Transmart, and 40-60% of the beef sold in 
Lion Superindo. It also sells to Hero and AEON, as well as major restaurant chains such as 
HokaHoka Bento and Pizza Hut. 

 IPO to push into cattle fattening and meat processing. 40% of the IPO proceeds will be 
used to purchase live cattle, 20% to purchase beef or processed food, 15% to invest in stall 
expansion, 15% of the proceeds will be used to expand the production building in Subang and 
10% of the proceeds to expand the Salatiga plant. The purchase of live cattle will be used in the 
cattle fattening business which carries a higher margin of 15-25%. The Salatiga plant expansion 
will enhance the capacity of the processing business which also has a higher margin of 20-30%.  

 2018 net income of Rp21.2b. Net Income grew  at a 39% CAGR in 2015-17. In 2018, we 
forecast net income to come in at Rp21b, declining 20% yoy. Our forecast is based on the 
Rp14b profit achieved in 1H18. The high season of Lebaran, which sees 2-3x higher monthly 
sales (from average monthly sales), also saw sales fall in 1H18. With these, we forecast 2H18 
net profit of Rp7b, which is lower than the Rp14b in 1H18.  

 We forecast EPS to rise 132% in 2019 followed by 63% growth in 2020. The rationale is that 
KIBIF will receive the IPO proceeds in 1Q19, and investing in the new cattle fattening business 
will cause net margin to expand from 2.3% in 2018 to 3.0% in 2019. In 2020, further expansion 
in meat processing (into nuggets, etc) could further expand net margin to 4.0%, causing 2020 
net income to grow 63%. 

 Key risks for the company include:  

a) Inability to meet its earnings forecast as the margin guidance is significantly above the 
margin earned by the industry on a global basis. (UOBKH has taken this into consideration.); 

b) Outbreak of diseases which affect profitability;  

c) Weakening of rupiah which will cause imports to rise and margins to be squeezed; and  

d) Competition. 
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Valuation   

We analyse the valuations of companies that are similar to KIBIF. 

Global beef companies. Global beef producers are trading at 4.7-17.8x 2019F PE. 

FIGURE 1: RELATIVE VALUATIONS OF GLOBAL BEEF COMPANIES  

   Market Cap 3M TO PE (x) PBV ROE Div Yield Net Debt/Equity 
Company Ticker Price (US$m) (US$m) 2017 2018F 2019F 2017 2018F 2019F 2017 2018F 2019F 2016 2017 
NH Food - Japan 2282 JP 4,150 3,936 17.7 12.9 13.0 17.8 1.1 1.1 1.0 8.8 8.54 1.9 21.3 9.1 

Starzen - Japan 8043 JP 4,030 346 1.0 8.5   0.8   11.2   91.4 66.5 

Minerva BEEF3BZ 5 300 3.0   4.7 16.1   -95.0 130.92 1.2 657.0 8,159.7 

JBS SA JBSS3 BZ 12 8,451 27.7 63.6 23.5 8.0 1.2 1.3 1.1 2.3 9.29 5.3 199.4 173.2 

Average     28.3 18.3 10.2 4.8 1.2 1.1 -18.2 49.6 2.8 242.3 2102.1 

Source: Bloomberg, UOB Kay Hian 

Indonesian meat companies. Indonesian chicken and feed producers are trading at 9.1-
27.1x 2019F PE. Note that sizable profit contributions come from the more stable feed 
business. 

FIGURE 2: RELATIVE VALUATIONS OF INDONESIAN MEAT COMPANIES  
  Price Market Cap 3M TO PE (x) PBV ROE  Net Debt/Equity 
Company Ticker (Rp) (US$m) (US$m) 2017 2018 2019 2017 2018 2019 2017 2018 2019 2016 2017 
Chaeron Pokphan CPIN IJ 7,000.0 7,858.3 2.8 27.8 28.9 27.1 6.2 5.9 5.1 16.8 22.6 1.4 28.9 26.0 
JapfaComfeed JPFA IJ 2,160.0 1,734.1 1.4 13.3 10.1 9.1 2.7 2.2 1.9 11.0 24.0 2.0 33.8 45.2 
Malindo MAIN IJ 1,275.0 195.4 0.6 12.0 13.5 12.5 1.5 1.3 1.2 2.8 11.6 2.0 86.2 98.0 
Average     17.7 17.5 16.2 3.5 3.2 2.7 10.2 19.4 1.8 49.6 56.4 

Source: Bloomberg, UOB Kay Hian 

Asian meat companies. Asian meat producers are trading at 9.5-17.8x 2019F PE. 

FIGURE 3: RELATIVE VALUATIONS OF ASIAN MEAT COMPANIES  

   Market Cap 3M TO PE (x) PBV ROE  Net Debt/Equity 
Company Ticker Price (US$m) (US$m) 2017 2018 2019 2017 2018 2019 2017 2018 2019 2016 2017 
NH Food - Japan 2282 JP 4,150.0 3,936.5 17.7 12.9 13.0 17.8 1.1 1.1 1.0 8.8 8.5 1.9 21.3 9.1 

Starzen - Japan 8043 JP 4,030.0 346.4 1.0 8.5   0.8   11.2   91.4 66.5 

Marudai Food 2288 JP 1,867.0 436.7 1.1 37.9   0.6   2.4   (3.3) (3.1) 

China Yurun Food 1068 HK 0.7 154.0 0.1    0.2   (22.3)   70.4 92.8 

WH Group 288 HK 5.9 11,122.3 32.2 10.6 10.5 9.5 1.5 1.4 1.3 16.5 14.1 4.8 25.0 22.5 

Prima Meat Packers 2281 JP 2,062.0 919.3 4.5 10.0 10.2 9.7 1.2 1.3 1.1 13.6 13.0 2.5 22.9 7.8 

Average     16.0 11.2 12.3 0.9 1.3 1.2 5.0 11.9 3.1 38.0 32.6 

Source: Bloomberg, UOB Kay Hian 

Assigning PE of 10-13x. To assign a fair PE multiple, we took out the lowest (4.7x) and 
the highest PE (27.1x) and use the range of 9.5-17.8x 2019F PE (rounded to 9.0-18.0x 
2019F PE). We also use the projected net income of Rp49.2b for 2019 as a base and run a 
sensitivity analysis of potential earnings upside and downside. 

FIGURE 4: POTENTIAL VALUATION RANGE USING PE METHOD 
(Rpb) 9.0 9.5 10.0 11.0 12.0 13.0 14.0 15.0 16.0 17.0 18.0 

-15% 41.8 377 398 418 460 502 544 586 628 670 711 753 
-10% 44.3 399 421 443 487 532 576 620 665 709 753 798 
-5% 46.8 421 444 468 515 561 608 655 702 748 795 842 
Net Income Base 49.2 443 468 492 542 591 640 689 739 788 837 886 
5% 51.7 465 491 517 569 620 672 724 775 827 879 931 
10% 56.9 512 540 569 626 682 739 796 853 910 967 1,024 
15% 56.6 510 538 566 623 679 736 793 849 906 963 1,019 

Source: Bloomberg, UOB Kay Hian 

In determining our final range, we use 2019F PE of 10-13x because NH Food’s 17.8x may 
be too high as NH Food boasts a US$3.9b market cap and US$17.7m daily liquidity. We 
also select an earnings range that is equal to our forecast and 10% lower, given that our 
2019 forecast is near the all-time-high net profit achieved by the company. Thus, there is 
more potential downside than upside. Thus, we derive a fair value of Rp443b-640b for 
KIBIF. 
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Industry Overview 

Large population and rising income. Indonesia is the world’s fourth largest populous 
country and represents opportunity for sustainable growth in protein (beef) consumption. 
According to a study by Science Direct, meat consumption will rise in tandem with rising 
income. The study tracks the consumption of meat in 120 countries from 1970 to 2007. The 
conclusion is that meat consumption will continue to rise and will only hit a plateau when GDP 
per capita reaches US$32,000-55,000. Considering Indonesia’s GDP per capita is only 
US$3,800 now, we foresee potential for sustainable growth in meat (beef) consumption for the 
next 10 years. 

Fragmented supply and inefficient logistics. Some 90% of the industry is supplied by 
fragmented small breeders. Total beef production is only sufficient to meet 66% of annual 
beef demand, with the shortfall primarily met by imports from Northern Australia. Java holds 
half of Indonesia’s cattle supply, especially East Java and Madura which are the top supplying 
regions, with Sumatra coming in second. 

The cattle population in Indonesia totals about 16.6m heads, with 43% on Java Island, 25% 
on the Eastern Islands, and the remaining 32% on other islands around Indonesia.   

Java has the highest production and consumption of beef, with 57% of Indonesia’s 
population living on this island. In Indonesia, 90% of cattle production is undertaken by small 
holder farming systems with about 6.5m farmers living in rural areas, with the remaining 10% 
being more commercial farmers (<1% of all farmers) and large beef cattle companies whose 
target market is concentrated on Java island. 

One of the reasons for the low beef supply is the lack of effective and cost-efficient transport 
options in remote prime cattle rearing areas, so it is difficult to deliver to areas where beef is 
consumed. The East Nusa Tenggara province is home to Indonesia’s fourth-largest cattle 
population, but the vast majority of meat is consumed on the western islands of Java and 
Sumatra, which get their supplies from cattle farms in East Java. Ironically, it is cheaper to 
transport beef from Northern Australia than to transport beef from East Nusa Tenggara. 

FIGURE 5: INDONESIA CATTLE PRODUCTION  FIGURE 6: INDONESIA CATTLE SUPPLY AND DEMAND 

10.6 10.9 11.5 12.3 12.8 13.6
14.8

16.0
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Source: FAO Source: Asian Australian Journal of Animal Science 

Low per capita supply of meat. In terms of meat supply, Indonesia also has the lowest 
meat supply per capita at about 10 kg. Malaysia, with dietary trends similar to that of 
Indonesia, has meat supply of nearly 60kg p.a. while meat supply in China is over 80kg. 
The low supply condition represents sustainable opportunity for KIBIF in supplying the 
market. 
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Low per capita consumption. In terms of beef consumption per capita, Indonesia also has 
one of the lowest consumption per capita levels in the world at 1.9kg p.a. Malaysians, who 
have similar dietary trends to Indonesians, consume 5.4kg p.a. This translates to potentially 
higher consumption when income rises.  

Beef consumption in Indonesia (world’s largest Moslem country) is also significantly lower 
than that of other Moslem countries: Pakistan (6.34kg/capita), Egypt (9.32kg/capita) and 
Turkey (8.34kg/capita). Thus, there is significant upside to Indonesia’s beef consumption. 

FIGURE 7: GLOBAL MEAT CONSUMPTION PER CAPITA 
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Company Profile 
KIBIF operates three processing plants in Cikarang, Subang and Salatiga, and operates one 
cold storage facility in Cibitung. 

Cikarang plant. The plant sits on a 5,000 sqm area. It has a processing production capacity 
of 20 tonnes/day. It also has a 450-tonnes cold storage facility. It is located in an industrial 
area with easy access to toll roads and important suppliers. It produces minced beef, meat 
and sausages. 

FIGURE 8: KIBIF CIKARANG FACTORY  FIGURE 9: KIBIF CIKARANG COLD STORAGE 

Source: KIBIF Source:: KIBIF 

Subang plant. The plant sits on a 20ha area, of which 5ha is currently used. It has a feedlot 
capacity of 8,000 heads of cattle, but currently there are only 2,000 heads. Meat packing 
production capacity stands at 3,750 heads per month. Portioning production capacity totals 
20 tonnes/day. Other processing production capacity comes in at 2 tonnes/day. The Subang 
plant produces live cattle, chilled & frozen beef, portion cuts and meatballs. 

FIGURE 10: KIBIF SUBANG PLANT  FIGURE 11: KIBIF SUBANG RANCH 

Source: KIBIF Source: KIBIF 

Salatiga plant. The plant sits on a 5ha land with a processing production capacity of 12 
tonnes/day. It also has a 200-tonnes cold storage facility. It produces frozen dough and dim 
sum. 
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FIGURE 12: KIBIF DIM SUM PRODUCTS  FIGURE 13: KIBIF DIM SUM PRODUCTS 

Source: KIBIF Source:: KIBIF 

COMPANY HISTORY AND MILESTONES 

KIBIF was founded in 1995 by Mr Juan Permata Adoe as the first beef commodity brand in 
Indonesia. In 2001, PT Estika Tata Tiara was established. In 2012, KIBIF and Estika Tata 
Tiara joined hands to sell KIBIF products in supermarkets. In 2014, Mr Gita Sapta Adi (the 
current controlling shareholder) joined KIBIF. The Cikarang plant and cold storage facilities 
were acquired, and processed food manufacturing under the KIBIF, BOSS and MURATO 
brands started. In 2014-15, the company also received ISO 22000-2005 certification. 

FIGURE 14: KIBIF HISTORY AND MILESTONES 

 

Source: OCED 

In 2016, KIBIF acquired the Salatiga factory and a cold storage facility for manufacturing 
frozen dough under the KIPAO brand. The Salatiga factory received ISO 9001-2015 
certification in 2016. In 2017, the company acquired the Subang plant which consists of 
feedlots, meat packing capabilities and a processing plant. KIBIF also adopted the 
integrated business beef model and established the Adell brand. 
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In 2018, KIBIF has meat packing capacity of 3,750 heads/month, processing production 
capacity of 1,600 tonnes/month, feedlot capacity of 8,000 heads, cold storage capacity of 
3,000 tonnes and transport capacity of 3,600 tonnes/month. KIBIF now sells its KIBIF 
products on five major islands in Indonesia and has obtained import permits for live cattle. 

ORGANISATIONAL STRUCTURE 

KIBIF is controlled by Mr Gita Sapta Adi. The soon-to-be-listed entity will become Estika 
Tata Tiara which controls De Glow International and Bina Mandiri Transindo. De Glow 
International owns and operates the Cikarang, Subang and Salatiga plants. 

FIGURE 15: ORGANISATIONAL STRUCTURE  

 

Source: KIBIF 
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Business Overview 

Production and processing workflow. The production and processing workflow starts 
with live cattle that are procured, fattened and slaughtered under Halal standards. The meat 
is then either sold as fresh meat or processed into sausages, burger patties, nuggets, etc. 
The products are then packaged and distributed through a cold storage distribution system 
and sent to customers via modern or traditional trade channels. 

FIGURE 16: PRODUCTION WORKFLOW 

 
Source: KIBIF, UOB Kay Hian 

KIBIF operates three different divisions: 

Live cattle business. In this division, KIBIF purchases live cattle; they usually weigh 250-
300kg and cost about Rp15m per head. The cattle will undergo 120 days of fattening at a 
cost of Rp30,000-33,000 per day for an average weight gain of 1.5kg per day. After 120 
days, the cattle will weigh 480-530kg each and be ready for slaughter. The total cost of the 
beef fattening business is Rp15m; adding Rp3.6m-Rp3.96m for feed costs would bring the 
total cost to Rp18.6m-18.96m. According to KIBIF, the cattle will be sold for Rp22m each. 
This will yield a gross margin of 15%.  

Another part of this business involves KIBIF purchasing cattle weighing more than 450kg 
each. These purchased cattle will then go through one week of reconditioning before they 
are slaughtered. The gross margin for these will be lower at 5-7%. 

FIGURE 17: LIVE CATTLE BUSINESS  FIGURE 18: MEAT BUSINESS 

Source: KIBIF Source:: KIBIF 
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Meat business. In the meat business, KIBIF uses slaughtered cattle from its live cattle 
division or imported frozen meat. The cost of live cattle is about Rp42,500/kg. Each will 
have 50-53% carcass yield and the carcass will yield about 43% of meat. Overall, the 
carcasses will have 77-82% saleable yield (including bones, etc). 

FIGURE 19: BUSINESS INTEGRATION  

 
Source: KIBIF 

Buffalo trading. To combat inflation, the government of Indonesia has been importing  
buffalo meat from India. This imported meat is expected to be priced below Rp80,000/kg, 
significantly lower than the current price of Rp100,000-125,000/kg of beef meat. Annual 
supply of buffalo meat from India is at about 50,000-60,000mt p.a. 

In 2018, KIBIF sold only 5 containers of Indian buffalo meat due to its very low gross 
margins (less than 3%) and large working capital requirements. Four of KIBIF’s frozen beef 
distributors are among the biggest distributors of buffalo meat in Indonesia. Each of them 
have committed to purchasing a total of 4 containers a week from KIBIF starting Feb 19 
(Note: One container holds about 14.5mt of frozen meat.) EBIT margin from such sales 
should be at about Rp1,000- Rp1,500/kg. We expect buffalo meat trading to generate about 
Rp3.1-Rp3.6b of net income in 2019-20. 

FIGURE 20: ECONOMICS OF BUFFALO MEAT TRADING 
  2018F 2019F 2020F 
No of container per week 4 4 4 
No of weeks 52 52 52 
Total Container 5 191 208 
Tonage per container 14.5 14.5 14.5 
Kg per container 14500 14500 14500 
Sales price Rp per kg 80,000 80,000 80,000 
Cost of Import Ro per kg (78,000) (78,000) (78,000) 
Gross Profit @ 2.5% Rp per kg 2,000 2,000 2,000 
Opex Rp per kg (400.0) (400.0) (400.0) 
EBIT @ 2% Rp  per kg 1,600.0 1,600.0 1,600.0 
Other Income Rp per kg    
PBT Rp per kg 1,600.0 1,600.0 1,600.0 
Tax Rp per kg (480.0) (480.0) (400.0) 
Net Income Rp per kg 1,120.0 1,120.0 1,200.0 
Sales (Rp m) 5,800 221,173 241,280 
COGS (Rp m) (5,655) (215,644) (235,248) 
Gross Profit (Rp m) 145 5,529 6,032 
Opex (Rp m) (29) (1,106) (1,206) 
EBIT @ 2% (Rp m) 116 4,423 4,826 
Other Income (Rp m) - - - 
PBT (Rp m) 116 4,423 4,826 
Tax (Rp m) (35) (1,327) (1,206) 
Net Income (Rp m) 81 3,096 3,619 

Source: KIBIF, UOB Kay Hian 
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Processing. In this division, fresh beef and chicken are processed into meatballs, beef and 
chicken sausages, smoked beef, burger patties, beef and chicken nuggets, crispy chicken 
burgers, chicken wings, etc. KIBIF also has a facility in Salatiga making frozen dough (mini 
pao) and dim sum. 

FIGURE 21: PROCESSING MODEL  FIGURE 22: PRODUCT PORTFOLIO 

‐ Market Analysis ‐ Create New - Mass Production ‐ Thermoforming ‐ National

‐ Propose new    Products - Processed meat:    Vacuum ‐ Export (2018 Plan

   products to R&D ‐ Product testing   portion, minced, ‐ IQF (Individual   with markets 

  sausage, delicious   Quick Freezing   comprises of

- meat, etc   Singapore

- frozen dough   Malaysia, Japan,

  Hong Kong)
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Source: KIBIF Source: KIBIF 

Products and brands. KIBIF sells its products under two broad categories: 

 Unbranded meat products. In this category, KIBIF sells fresh meat and unbranded 
processed meat. Some of the products are intermediate processed minced beef, 
marinated beef, all grades of meatballs, beef salami, beef patties, frankfurters, smoked 
beef, corned beef and all grades of sausages. KIBIF supplies 100% of the beef sold at 
Transmart, and 40-60% of the meat sold at Lion Superindo. It also supplies meat to 
restaurants such as HokaHoka Bento and Pizza Hut. 

 Branded meat products. The company sells its products under the brands of KIBIF, 
BOSS, Murato, Adell and KIPAO. KIBIF brands have 10 variants of beef products such 
as minced meat, ribs, meatballs, burger patties and more. The BOSS brand offers fewer 
choices with only eight variants, but it includes chicken-based products. 

FIGURE 23: PRODUCTS UNDER KIBIF BRAND  FIGURE 24: PRODUCTS UNDER BOSS BRAND 

 

 

 

Source: KIBIF Source: KIBIF 

The Murato brand has three variants of sausages and the Adelle brand sells 500-gram 
chicken wings products. Finally, KIPAO is KIBIF’s dim sum brand. It has seven variants: 
chocolate, chicken, beef, pandan, red bean, strawberry and cheese. 
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FIGURE 25: PRODUCTS UNDER MURATO AND ADELLE BRANDS  FIGURE 26: KIPAO PRODUCT PORTFOLIO 

 

 

 

Source: KIBIF Source: KIBIF 

Marketing and distribution. KIBIF distributes its products through several distribution 
channels:  

 High-class outlets,  

 Hotels, restaurants and catering companies,  

 Meat processing industry players, 

 Distributors, and  

 Individual channels. 

In the distribution channels, KIBIF maintains cold storage facilities in its factories and delivers 
products in refrigerated systems (chiller boxes) to ensure customers receive products in fresh 
and hygienic conditions. Some of KIBIF’s customers are major consumer companies such as 
Indofood, Hypermart, LotteMart, Hero, Giant, Transmart, Farmers Market, Super Indo, Solaria, 
Pizza Hut, HokaHoka Bento, PHD and others. 
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Financials 

Earnings CAGR of 36% in 2017-19. We expect net income to grow at a 35.8% CAGR from 
2017 to 2019 on the back of 39.7% revenue growth as a sizeable portion (40%) of the 
proceeds will be used in the cattle fattening sub-segment, 20% to purchase beef or 
processed food, 15% for stall expansion, 15% of the proceeds will be used to expand the 
production building in Subang and 10% of the proceed to expand the Salatiga plant. The 
number of heads in cattle fattening will be increased from 2,000 to 8,000, which will be one 
of the strongest drivers of revenue growth. Expansion in processing division will also be one 
of the revenue growth drivers.  

FIGURE 27: REVENUE AND REVENUE GROWTH   FIGURE 28: REVENUE CONTRIBUTION 

634
846 935

2,016

790

1,653
24.6%

7.1%
10.4%

76.8%

22.0%

0

500

1,000

1,500

2,000

2,500

2015 2016 2017 2018F 2019F 2020F

0%

20%

40%

60%

80%

100%

Rev enue (LHS) Rev enue Grow th (RHS)

(Rpb)

545.3 685.6
340.1 401.8
504.3

647.6
493.9

594.9

(452.0) (555.4)

-1,000

-500

0

500

1,000

1,500

2,000

2,500

2019F 2020F

Feedlot Meat packing Processing
Frozen beef import Transindo Elimination

(Rpb)

(Rp1,432b)

(Rp1,775b)

Source: UOB Kay Hian  Source: UOB Kay Hian 

 
Margin expansion is likely post IPO, given: 

 Expansion of higher-margin business operations such as cattle fattening (15% margin) 
and beef processing (20%). Thus, we expect operating margin to expand from 6.0% in 
2017 to 7.5% in 2019. We would like to note that the decline in gross margin from 12.3% 
in 2018 to 11% in 2019 is mainly due to buffalo trading business that despite caused 
margin compression; it adds to total earnings earned. 

 Higher operating leverage will also be recorded as feedlot capacity will increase from 
2,000 heads currently to 8,000.  

FIGURE 29: GROSS PROFIT AND GROSS MARGIN  FIGURE 30: OPERATING INCOME AND MARGIN 
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FIGURE 31: NET INCOME AND GROWTH  FIGURE 32: GROSS, OPERATING AND NET MARGIN FORECASTS 
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We expect 2017-19 net income to grow at a 35.8% CAGR as operating margin expansion 
translates into net margin and net income growth. Note that our forecast for 2019 net 
margin is in line with that in 2017. 

IPO offering summary. KIBIF will offer up to 20% of its shares to the public. In addition, it 
will give 10% of warrants attached to each share. 

FIGURE 33: IPO OFFERING SUMMARY 

Issuer PT Estika Tata Tiara 

Offering 
Structure 

Shares offered: Up to 376,682,500 (20% post offering) 

Warrant offered: Up to 37,668,250 (10% of shares issued) 

Distribution Domestic offering in accordance with OJK and IDX regulations 

Use of 
Proceeds 

40% to purchase live cattle, 20% to purchase beef or processed food, 15% to invest in stall 
expansion, 15% of the proceeds will be used to expand the production building in Subang and 
10% of the proceeds to expand the Salatiga plant. 

Dividend 
Policy Up to 20% of net profits from 2019 onwards 

Listing Venue Indonesian Stock Exchange (IDX) 

Source: KIBIF, UOB Kay Hian 
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Key Investment Risks 

We see the following as the key risks, among others. 

Potential downside risk to earnings. One of the key risks to investors is whether KIBIF 
will be able to meet its earnings guidance. The original earnings guidance was at Rp80b for 
2019 and Rp171b for 2020. This translates to net margins of 5.72% and 9.2% respectively. 
Looking at net margins realised by global beef and meat companies, we are not 
comfortable with KIBIF’s aggressive guidance. Margins are crucial to determining valuations. 

FIGURE 34: GLOBAL BEEF PRODUCERS’ MARGINS 

KIBIF 2015 2016 2017 2018F 2019F 2020F 

Gross Margin (%) 6.7 8.8 11.2 12.3 11.0 11.1 

Operating Margin (%) 2.9 4.2 6.0 6.9 7.5 7.8 

Net Margin (%) 2.1 2.3 3.4 2.3 3.0 4.0 

NH Food - Japan 2015 2016 2017 2018F 2019F 2020F 

Gross Margin (%) 18.1 17.8 19.4 18.6 17.3 17.3 

Operating Margin (%) 4.4 4.7 4.7 3.9 3.6 3.5 

Net Margin (%) 2.6 1.8 2.9 2.9 2.4 2.3 

Stazen – Japan 2015 2016 2017 2,018 2019F 2020F 

Gross Margin (%) 8.6 8.2 9.1 9.0     

Operating Margin (%) 1.4 1.3 1.8 1.7     

Net Margin (%) 1.0 1.3 1.5 1.5     

Minerva Brazil 2015 2016 2017 2018F 2019F 2020F 

Gross Margin (%) 20.2 19.5 18.5 17.4 17.8   

Operating Margin (%) 9.9 9.4 8.3 5.3 8.1   

Net Margin (%) -8.4 2.0 -2.3 -1.6 0.7   

JBA SA Brazil 2015 2016 2017 2018F 2019F 2020F 

Gross Margin (%) 13.9 12.5 14.6 14.3 13.9   

Operating Margin (%) 5.9 3.9 4.1 4.1 4.4   

Net Margin (%) 2.8 0.1 0.3 1.1 1.8   

Tyson USA - Beef Operation 2015 2016 2017 2018F 2019F 2020F 

Gross Margin (%) n.a. n.a. n.a. n.a. n.a. n.a. 

Operating Margin (%) -0.4 2.4 5.9 n.a. n.a. n.a. 

Net Margin (%) n.a. n.a. n.a. n.a. n.a. n.a. 

Source: Bloomberg, UOB Kay Hian 

3.0% net margin should be achievable. Global beef companies earn only 1-3% net 
margins and historically, KIBIF’s net margin has been in the range of 2.1-3.4%. Thus, we 
lower net margin forecasts for 2019 and 2020 to 3.0% to 4.0% respectively, which 
translates to 2019/20 net incomes of Rp49.2b and Rp80.4b (note that gross margin is likely 
to decline in 2019 on the back of buffalo trading which is likely to yield gross margins of 
<3%). As our valuation is based on 2019F earnings, our 3.0% net margin target for 2019 is 
still reachable given the historical actual margin of 3.4% in 2017. In addition, net margin is 
assumed to be roughly equivalent to NH Food’s, its most comparable peer.  

Disease. The cattle breeding industry is prone to diseases that will affect output of feedlots 
and consumer perception of food safety. Some of the diseases include brucellosis, lumpy 
skin diseases, red water (babesiosis), three-day stiff-sickness, gas gangrene, mad cow 
disease and foot and mouth disease.  

Government price ceiling poses a risk. In an attempt to control inflation, the government 
of Indonesia has set a retail price ceiling of Rp80,000/kg for frozen beef. The price ceiling 
has not been adjusted for two years and if cost pressure is present in the form of rising 
international beef prices or rupiah depreciation, KIBIF’s margins could be under pressure. 

Competition. KIBIF faces competition from larger players such as the Japfa Group, 
Gunung Sewu Group and Artha Graha Group. 
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Financial Statements 
 
FIGURE 35: PROFIT & LOSS 

Year to 31 Dec (Rpb) 2016 2017 2018F 2019F 2020F 

Revenue, net  790.1 846.5 934.9 1,652.8 2,015.8 

Operating expenses  (757) (796) (870.1) (1,528.7) (1,858.8) 

EBIT  32.9 50.7 64.7 124.1 157.0 

Other non-operating income  -0.7 7.7 (3.0) (8.7) (8.7) 

Associate contributions       

Net interest income/(expense)  -7.9 -20.1 (33.5) (49.6) (47.5) 

Pre-tax profit  24.2 38.3 28.2 65.8 100.8 

Tax  -6 -9 (6.6) (16.3) (20.1) 

Minorities & Others -2.9 -3.6 (0.4) (0.3) (0.3) 

Net profit(rep./act.)  15.4 26.5 21.3 49.2 80.4 

Net profit(adj.)  15.4 26.5 21.3 49.2 80.4 

      

Deprec. &amort.  3.6 6.7 22.5 25.7 26.5 

EBITDA  35.8 65.1 87.2 149.8 183.5 

      

Per share data (Rp)      

EPS - diluted  8.2 14.1 11.3 26.1 42.7 

Reported EPS - diluted  8.2 14.1 11.3 26.1 42.7 

Book value per shares (BVPS)  52.3 105.2 175.6 201.7 239.2 

Dividend per share (DPS)  - - - - (5.2) 

Source: KIBIF, UOB Kay Hian 

FIGURE 36: BALANCE SHEET 
Year to 31 Dec (Rpb) 2016 2017 2018F 2019F 2020F 

Cash/Near cash equiv.  4.5 6.0 125.1 16.1 11.9 

Accounts receivable/debtors  36.1 42.5 77.4 144.0 167.2 

Stocks  54.0 85.2 169.8 245.6 273.1 

Other current assets  10.0 25.9 33.5 33.5 33.5 

Current assets  104.6 159.6 405.7 439.1 485.7 

Fixed assets  88.5 331.8 406.9 436.3 420.6 

Other non-current tangible assets  10.5 10.4 10.9 10.9 10.9 

Total non-current assets  99.0 342.1 417.8 447.2 431.5 

Total assets  203.6 501.8 823.5 886.3 917.2 

Accounts payable/creditors  24.4 60.9 159.3 90.7 13.0 

Short-term debt/borrowings  46.5 79.5 84.2 84.2 84.2 

Other current liabilities  5.8 8.2 2.9 1.3 22.3 

Current liabilities  76.7 148.6 246.5 176.2 119.6 

Long-term debt  21.3 131.9 214.5 298.1 314.1 

Other non-current liabilities  7.1 23.1 30.6 30.6 30.6 

Total non-current liabilities  28.4 303.6 245.1 328.7 344.7 

Total liabilities  105.1 452.1 491.6 504.9 464.3 

Minority interest - accumulated  0.7 0.9 1.3 1.5 1.9 

Shareholders' equity  98.5 48.7 330.7 379.9 450.4 

Liabilities and shareholders' funds  203.6 501.8 823.5 886.3 916.5 

Source: KIBIF, UOB Kay Hian 
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FIGURE 37: CASH FLOW 
Year to 31 Dec (Rpb) 2016 2017 2018 2019 2020 

Operating cashflows  14.9 29.3 6.5 (140.6) (0.3) 

Pre-tax profit  24.2 38.3 28.2 65.8 100.8 

Tax  (6.0) (9.0) (6.6) (16.3) (20.1) 

Deprec. &amort.  3.6 6.7 22.5 25.7 26.5 

Associates  - -    

Working capital changes  0.2 (1.0) (21.1) (211.0) (128.5) 

Others  (7.1) (5.6) (16.5) (4.8) 20.9 

Cash from investing activities  (51.8) (249.7) (88.8) (52.0) (10.0) 

Capex (growth)  (44.3) (251.6) (89.0) (52.0) (10.0) 

Others  (7.6) (205.4) 0.2 - - 

Cash from financing activities  50.1 221.9 204.3 83.6 6.2 

Dividend payments  - - - - (9.8) 

Issue of shares  - 60.0 112.0 - - 

Proceeds from borrowings  50.1 138.1 92.3 11.3 13.3 

Others/interest paid  - 23.7    

Net increase/(decrease) in cash  13.2 1.5 122.0 (109.0) (4.2) 

Beginning cash  1.0 4.5 6.0 128.0 19.1 

End cash  4.5 6.0 128.0 19.1 14.9 

Source: KIBIF, UOB Kay Hian 

FIGURE 38: KEY METRICS 
Year to 31 Dec (%) 2016 2017 2018F 2019F 2020F 

Growth      

Turnover  24.6% 7.1% 10.4% 76.8% 22.0% 

EBITDA  53.9% 81.8% 34.0% 71.7% 22.5% 

Pre-tax profit  36.8% 58.1% -26.3% 133.0% 53.3% 

Net profit  11.7% 72.3% -19.8% 131.5% 63.3% 

Net profit (adj.)  11.7% 72.3% -19.8% 131.5% 63.3% 

EPS  11.7% 72.3% -19.9% 131.5% 63.3% 

Profitability      

EBITDA margin  4.5% 7.7% 9.3% 9.1% 9.1% 

EBIT margin  4.2% 6.0% 6.9% 7.5% 7.8% 

Gross margin  8.8% 11.2% 12.3% 11.0% 11.1% 

Pre-tax margin  3.1% 4.5% 3.0% 4.0% 5.0% 

Net margin  1.9% 3.1% 2.3% 3.0% 4.0% 

ROE  18.1% 36.0% 11.2% 13.9% 19.4% 

ROA  10.0% 7.5% 3.2% 5.8% 8.9% 

ROIC  11.8% 12.4% 4.8% 7.1% 10.0% 

Leverage      

Interest cover (x) 4.5 3.2 2.6 3.0 3.9 

Debt to total capital  0.41 0.81 0.47 0.50 0.47 

Debt to equity  0.69 4.34 0.90 1.01 0.88 

Net debt/(cash) to equity  0.64 4.22 0.53 0.96 0.86 

Current ratio (x) 3.68 0.53 1.66 1.34 1.41 

Source: KIBIF, UOB Kay Hian 
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