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COMPANY UPDATE
Tunas Baru Lampung (TBLA 1J)

New Raw Sugar Import Quota To Ensure Steady Performance In 2018

TBLA was just allotted a 75,000-tonne raw sugar import quota. This should ensure
steady inventory that can cover eight months of sales. To recap, 4Q17 earnings were
strong on the back of higher sales volumes and ASP. We expect 1Q18 earnings to
drop yoy on lower CPO ASP and higher interest expense. Net profit is expected to
hit Rp1t for the first time. Maintain BUY and target price of Rp1,700, based on 9x
2018F PE. Potential dividend payout translates into 6% yield.

WHAT'S NEW

e Raw sugar import quota finally announced. Tunas Baru Lampung (TBLA) has been
allotted a 75,000-tonne raw sugar import quota. This is the first raw sugar import quota
announcement for the year. Note that TBLA received a 250,000-tonne raw sugar import
quota last year (divided into four quota allocations). Management shared that they still
had raw sugar inventory of about 110,000 tonnes as at end-17; hence with the additional
quota of 75,000 tonnes it has received recently, the company will have enough inventory
to satisfy roughly 8 months of sales, assuming 70,000 tonnes in sugar sales per quarter.

Robust 4Q17 and 2017 earnings... 4Q17 net profit came in at Rp245b, up 83% yoy and
20.9% goqg mainly on higher sales volume and ASP. Gross margin improved to 26.5% in
4Q17, up from 25.2% in 3Q17. Full-year 2017 earnings beat our estimate (110%) and
was slightly above consensus forecast (106%) with net profit jumping 54.2% yoy to
Rp949b. Revenue was up 37.8% yoy to Rp8.98t while operating profit grew 51.2% yoy to
Rp1.67t, thanks to manageable operating expenses.

...supported by strong sales volume and favourable ASP. The strong 2017 earnings
growth was mainly attributed to higher sales volumes from both palm products (+28%
yoy) and sugar (+73.9% yoy). Palm products’ ASP was on the uptrend with CPO prices
rising to Rp8,223/kg in 2017 (+8.2% yoy). Meanwhile, its sugar selling price declined to
Rp9,719/kg (-9.3% yay) following the price ceiling regulation by the government that caps
retail sugar prices at Rp12,500/kg.

1Q18 earnings likely to be lower yoy. Management indicated that CPO production is
likely to come in higher on a yoy basis. However, pricing of palm products would be
lower, in line with the decline in CPO prices. Sugar sales volume is expected to be stable
at 70,000 tonnes/quarter (no contribution from milled sugar in 1Q as the sugarcane
harvesting season is likely to start in end-April). Hence, we expect stable operating profit
growth in 1Q18, but bottom line earnings are likely to decline on higher interest expenses
(interest will be booked following the completion of the sugar mill in 3Q17).

KEY FINANCIALS

Year to 31 Dec (Rpb) 2016 2017 2018F 2019F 2020F
Net turnover 6,514 8,975 8,658 8,859 9,322
EBITDA 1,523 2,184 2,305 2,363 2,557
Operating profit 1,104 1,670 1,836 1,814 1,975
Net profit (rep./act.) 615 949 1,004 1,095 1,274
Net profit (ad].) 615 949 1,004 1,095 1,274
EPS (Rp) 118.0 177.6 187.9 205.0 238.4
PE (x) 10.6 7.1 6.7 6.1 53
P/B (x) 1.9 1.7 15 1.3 1.1
EV/EBITDA (x) 7.9 5.5 5.2 5.1 4.7
Dividend yield (%) 2.0 4.8 5.7 6.0 6.5
Net margin (%) 9.4 10.6 11.6 12.4 13.7
Net debt/(cash) to equity (%) 166.5 141.6 115.6 88.5 68.3
Interest cover (x) 5.1 5.2 4.3 6.1 8.0
ROE (%) 19.7 25.7 233 22.1 223
Consensus net profit - - 1,037 1,037 -
UOBKH/Consensus (x) - - 0.97 1.06 -

Source: TBLA, Bloomberg, UOB Kay Hian
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BUY

(Maintained)

Share Price Rp1,255
Target Price Rp1,700
Upside +35.5%

COMPANY DESCRIPTION

Manages over 60,000 ha of planted area
mostly in South Sumatra, TBLA recently
ventured into sugarcane plantation and the
sugar business has since become the main
growth driver for TBLA.

STOCK DATA

GICS sector Plantation
Bloomberg ticker: TBLAIJ
Shares issued (m): 5,342.1
Market cap (Rpb): 6,704.3
Market cap (US$m): 487.2
3-mth avg daily t'over (US$m): 0.2

Price Performance (%)

52-week high/low Rp1,585/Rp1,100

1mth 3mth 6mth 1yr YTD
7.7 4.1 (12.2) 1.2 24
Major Shareholders %
PT. Budi Delta Swakarya 26.2
PT. Sungai Budi 25.0
FY17 NAV/Share (Rp) 863
FY17 Net Debt/Share (Rp) 998
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STOCK IMPACT

2017 OPERATIONAL HIGHLIGHTS
2017 2016  yoy % 4Q17 4016  yoy % 3Q16  goq %
Production (tonnes)

FFB Nucleus 646,000 366,985 76.0 248,434 141,191 76.0 238,068 44
CPO 281,638 240,081 173 81565 102,146 (20.1) 80,603 12
Sales (tonnes)

CPO 56,717 46,340 224 17,385 8,403 1069 12,537 38.7
Palm Cooking Oil 268,225 221,923 20.9 82,266 77,532 6.1 72,519 134
Biodiesel 96,791 61,145 58.3 20,194 22,308 9.5) 14,928 353
Sugar 310,811 178,756 73.9 72,149 62,533 154 94,708 (23.8)
Selling price (Rp/kg)

CPO 8,223 7,597 8.2

Palm Cooking Oil 9,872 9,294 6.2

Biodiesel 9,052 8,624 5.0

Sugar 9,719 10,715 (9.3

Source: TBLA, UOB Kay Hian

¢ Aims to add 3,000ha in sugarcane plantation areas in 2018. TBLA managed to grow
its sugarcane plantation area to 12,097ha last year, up from 10,640ha in 2016.
Management aims to convert another 3,000ha of palm oil estates into sugarcane
plantation areas this year, which should boost its total planted sugarcane area to
15,000ha by the end of this year. The company also plans to add 3,000ha of new palm oil
areas this year. TBLA’s average palm tree age profile is at 13 years.

EARNINGS REVISION/RISK

¢ 2018 net profit to hit Rplt. We made a slight adjustment to our earnings forecasts to
factor in the 2017 results. We expect 2018 net profit to surge to >Rplt for the first time
(+5.8% yoy), driven by margin expansion from the sugar business thanks to higher
contribution from its sugar mill. TBLA expects to sell up to 70,000 tonnes of milled sugar
this year vs roughly 40,000 tonnes in 2017.

FORECAST CHANGES

-------- New -------- - Original ---- -~ Diff (%) ----  ------- Street ------ - Var (%) ----
(Rpb) 2018F  2019F  2018F 2019F 2018F 2019F 2018F  2019F 2018F 2019F
Revenue 8,658 8,859 8,868 9.402 -2 6 9005 9565 -4 -7
Gross profit 2,425 2,447 2,334 2544 4 -4 2,467 2,453 -2 0
Operating profit 1,836 1,814 1,740 1899 5 -4 169 1,660 9% 9
Net income 1,004 1,095 1,011 1153 -1 -5 1,037 1,037 -3 6
EPS (Rp) 1879 2050 189.2 215.9 -1 5 1940 1942 -3
Gross margin (%) 28 28 26 27 27 26
Op. Margin (%) 21 20 20 20 19 17
Net margin (%) 12 12 11 12 12 11

Source: Bloomberg, UOB Kay Hian
VALUATION/RECOMMENDATION

e Maintain BUY and target price of Rp1,700, based on 9x 2018F PE. The company has
delivered outstanding earnings performance but share price has not reacted and still
trades at an undemanding 6.8x 2018F PE. TBLA is also an excellent dividend-paying
stock with a payout ratio of 40% and potential dividend of Rp75/share, implying nearly
6% dividend yield on current price.

Refer to last page for important disclosures.
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LOWER INTERNATIONAL RAW SUGAR PRICES

MEAN LOWER INPUT COSTS
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INCREASING CONTRIBUTION FROM SUGAR
BUSINESS (GROSS PROFIT BREAKDOWN)
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TRADES AT UNDEMANDING 6.8X FORWARD PE,
BELOW 5-YEAR HISTORICAL MEAN
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BALANCE SHEET

Year to 31 Dec (Rpb) 2017 2018F 2019F 2020F Year to 31 Dec (Rpb) 2017 2018F 2019F 2020F
Net turnover 8,975 8,658 8,859 9,322 Fixed assets 8,647 9,008 9,319 9,578
EBITDA 2,184 2,305 2,363 2,557 Other LT assets 233 233 233 233
Deprec. & amort. 515 469 549 582 Cash/ST investment 126 356 492 383
EBIT 1,670 1,836 1,814 1,975 Other current assets 5,018 5,070 5,182 5,432
Total other non-operating income (1.0) 17 10 13 Total assets 14,024 14,667 15,227 15,626
Net interest income/(expense) (424) (537) (390) (319) ST debt 1,855 396 317 310
Pre-tax profit 1,245 1,316 1,434 1,669 Other current liabilities 2,783 2,754 2,979 2,952
Tax (290) (306) (331) (387) LT debt 3,917 5,290 4871 4,269
Minorities (5.4) (7.1) (7.9 (8.5) Other LT liabilities 1,469 1,588 1,725 1,925
Net profit 949 1,004 1,095 1,274 Shareholders' equity 3,987 4,611 5,305 6,141
Net profit (adj.) 949 1,004 1,095 1,274 Minority interest 13 28 30 31
Total liabilities & equity 14,024 14,667 15,227 15,626
CASH FLOW KEY METRICS
Year to 31 Dec (Rpb) 2017 2018F 2019F 2020F Year to 31 Dec (%) 2017 2018F 2019F 2020F
Operating 1,661 1,510 1,895 1,777 Profitability
Pre-tax profit 1,245 1,316 1,434 1,669 EBITDA margin 24.3 26.6 26.7 27.4
Tax (290) (306) (331) (387) Pre-tax margin 13.9 15.2 16.2 179
Deprec. & amort. 515 469 549 582 Net margin 10.6 11.6 12.4 13.7
Working capital changes (4.0 (81) 113 (278) ROA 7.1 7.0 7.3 8.3
Other operating cashflows 196 111 130 191 ROE 25.7 233 221 223
Investing (1,835) (830) (860) (840)
Capex (growth) (1,845) (830) (860) (840) Growth
Investments 10 0.0 0.0 0.0 Turnover 37.8 (3.5) 2.3 5.2
Financing 173 (450) (899) (1,046) EBITDA 434 55 25 8.2
Dividend payments (321) (380) (401) (438) Pre-tax profit 55.0 5.8 8.9 16.4
Issue of shares 0.0 0.0 0.0 0.0 Net profit 54.2 5.8 9.1 16.3
Proceeds from borrowings (7.7 (86) (499) (609) Net profit (adj.) 54.2 5.8 9.1 16.3
Othersfinterest paid 501 16 1.8 0.6 EPS 50.5 5.8 9.1 16.3
Net cash inflow (outflow) (0.8) 230 136 (109)
Beginning cash & cash equivalent 127 126 356 492 Leverage
Changes due to forex impact 0.0 0.0 0.0 0.0 Debt to total capital 59.1 55.1 49.3 42.6
Ending cash & cash equivalent 126 356 492 383 Debt to equity 144.8 1233 97.8 74.6
Net debt/(cash) to equity 1416 115.6 88.5 68.3
Interest cover (x) 5.2 43 6.1 8.0

Refer to last page for important disclosures.
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Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (“UOBKH"), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH 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 research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.

Refer to last page for important disclosures.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH’s total revenues, a portion of which are
generated from UOBKH's business of dealing in securities.

Reports are distributed in the respective countries by the respective entities and are subject to the additional restrictions listed in the
following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK"). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
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