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Power of the Young

Long-term catalyst: favorable age profile

DSNG plantation profile currently consists of prime-aged trees, at an average
of 11 years of age (vs. AALI and LSIP at 15 and 17 years old, respectively).
Company also produces superior FFB yield as compared to peers, at
25.4MT/ha last year (vs. AALI at 19.5MT/ha and LSIP at 17.1MT/ha); we
therefore project DSNG FFB production to grow at 7.4% CAGR between FY19-
22F (vs. AALI and LSIP at 3.6% and 3.0%, respectively). Given better
productivity, Company will have a stronger opportunity to monetize
structurally favorable CPO price level, over the long run. Separately,
Management predicts a potential replanting program of 500-1,000 ha,
possibly to start in 2022-2023, while maintaining its average age of maximum
15 years and FFB yield of ~26.3 MT/ha, up until 2026. Another value
proposition lies in its ESG plantation concept, in which it invested 5 years
back: DSNG is in fact the first palm oil plantation to receive a “"Green Loan”.

Performance in 4Q20 and FY21

We estimate 4Q20 will be the biggest earnings contributor for FY20. Similar to
other CPO players, CPO price inevitably exerts a lagging effect on DSNG
earnings, on account of a 1-2-month shipment time to destination, meaning
that high CPO price level in 3Q will only be partially recorded in 4Q. Not to
mention CPO price uptrend is likely to continue in 4Q20. In our view, this trend
will endure into 1Q21; thus, earnings performance should be ample during that
period. We estimate overall FY21 financial performance will be underpinned by
increasing sales volume, thanks to production recovery. GPM should improve
as well, on the back of lower external FFB purchase. Note that DSNG GPM would
perform higher than peers, on the back of better yield productivity per hectare.

We initiate coverage with BUY call recommendation

We like DSNG, mainly due to its remarkably better production outlook,
compared to its peers. This will help the Company enjoy faster volume growth,
coupled with lucrative CPO price trend, not to mention lower production costs.
We initiate DSNG with a BUY call with TP of IDR660, using target PE of 18.2x
(+1std 5-year) and Ev/Ha of USD 7,056. Interestingly, Company currently is
traded at PE of 13.5x FY21, much lower compared to AALI and LSIP. The main
pushback derives from its low liquidity situation.

Exhibit 51. Financial Summary
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12M PRICE PERFORMANCE

YE to Dec 31 IDRbn 2018 2019 2020F 2021F 2022F
Revenue 4,762 5,737 6,316 7,106 8,100
EBIT 924 708 781 1,022 1,249
EV/EBITDA (x) 9.8 12.0 11.2 9.1 7.7
Net profit 426 180 259 405 572
BCAS/Consensus (%) 75.1 75.8 90.9
EPS (IDR) 40 17 24 38 54
EPS growth (%) (28.1) (57.2) 44.0 56.4 41.0
DPS (IDR) 10 4 6 10 13
PE (x) 13.0 30.3 21.1 13.5 9.5
Dividend yield (%) 1.9 0.8 1.2 1.9 2.6
P/B (x) 1.5 1.5 1.4 1.3 1.2
ROE (%) 12.4 5.0 6.9 10.1 12.9
Net Gearing (%) 175.3 169.9 168.0 157.1 144.8
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STOCK PERFORMANCE

YTD iM 3M 12M
Absolute 12.0% 6.4% 21.5% 23.8%
JCI Return -11.6% 9.3% 5.7% -9.5%
Relative 23.5% -2.8% 15.8% 33.3%
Source: Bloomberg
MARKET DATA
12M price range (IDR) 310 - 525
Outstanding shares (mn) 10,600
Market cap (IDRbn)/(USDmn) 5,459 / 385
Avg daily turn. (IDRbn/USDmn) 35.4 /2.5
Source: Bloomberg
SHAREHOLDERS
Triputra Investindo Arya 27.6%
Krishna Kapital Investama 14.6%
Others 57.8%

Sources: Company, BCA Sekuritas
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DSNG competitive advantage

1. We project Company to perform better sales growth trajectory than
peers, backed by more superior volume growth, given higher
productivity. Note that DSNG plantation profile currently consists of
prime-aged trees, at an average of 11 years of age (vs. AALI and LSIP
at 15 and 17 years old, respectively). Company also produces superior
FFB yield as compared to peers, at 25.4MT/ha last year (vs. AALI at
19.5MT/ha and LSIP at 17.1MT/ha).

2. Company also has higher gross margin than peers, mainly because of
their lower cost per unit, driven by better yield productivity per
hectare. Thus, earnings growth outlook should outperform industry,
in our view. The greatest pushbacks may come from its low liquidity
(average daily turnover only IDR2.0bn) as well as higher net gearing
ratio compare to peers.

Exhibit 52. Sales growth comparison
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Exhibit 53. Gross margin comparison Exhibit 54. Net profit comparison
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Exhibit 55. DSNG sales forecast Exhibit 56. DSNG gross margin forecast
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Exhibit 57. Company structure
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Exhibit 58. Company plantation profile
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Exhibit 59. DSNG financial summary
Income Statement

Year-end 31 Dec (IDRbn) 2018 2019 2020F 2021F 2022F
Revenue 4,762 5,737 6,316 7,106 8,100
Cost of revenue 3,219 4,276 4,789 5,268 5,953
Gross Profit 1,543 1,461 1,527 1,838 2,148
EBIT 924 708 781 1,022 1,249
EBITDA 1,180 974 1,058 1,307 1,560
Interest income 39 28 33 33 33
Interest expense (359) (505) (500) (500) (500)
Other income (expense) 8 49 45 2 2
Pre-tax profit 611 280 359 557 784
Minority interests 7 (2) 6 7 8
Net income 426 180 259 405 572
EPS (IDR) 40 17 24 38 54
DPS (IDR) 10 4 6 10 13
Balance sheet

Year—-end 31 Dec (IDRbn) 2018 2019 2020F 2021F 2022F
Cash and equivalents 524 270 393 373 292
Account receivables 399 355 421 474 540
Inventories 871 711 798 878 992
L-T Invest & receivables 112 113 116 110 105
Fixed assets 2,999 3,151 3,466 3,539 3,606
Other assets 6,835 7,021 7,036 7,250 7,633
Total assets 11,739 11,621 12,231 12,624 13,167
S-T liabilities 1,289 1,386 1,633 1,640 1,647
Other S-T liabilities 1,033 975 1,054 1,079 1,122
L-T liabilities 5,211 5,016 5,067 5,067 5,067
Other L-T liabilities 548 512 525 539 554
Total liabilities 8,080 7,889 8,279 8,324 8,389
Minority interest 88 85 92 99 107
Equity 3,571 3,646 3,861 4,201 4,672
Total liabilities & equity 11,739 11,621 12,231 12,624 13,167
Cash Flows Statement

Year-end 31 Dec (IDRbn) 2018 2019 2020F 2021F 2022F
Net Income 421 180 259 405 572
Depreciation 256 266 278 284 311
Change in working capital (328) 171 (127) (122) (169)
Operating cash flow 349 617 410 568 714
Capital expenditure (2,740) (494) (598) (531) (719)
Others (175) (380) (13) (17) (19)
Investing cash flow (2,914) (875) (611) (548) (738)
Net change in debt 2,447 76 297 7 27
Dividend paid (105) (105) (45) (65) (121)
Others 366 32 73 18 37
Financing cash flow 2,708 3 325 (40) (58)
Change in cash 143 (254) 123 (20) (81)
Beginning cash flow 381 524 270 393 373
Ending cash flow 524 270 393 373 292
Key Ratios 2018 2019 2020F 2021F 2022F
Gross margin (%) 32.4 25.5 24.2 25.9 26.5
EBITDA margin (%) 24.8 17.0 16.8 18.4 19.3
EBIT margin (%) 19.4 12.3 12.4 14.4 15.4
Pretax margin (%) 12.8 .9 5.7 7.8 9.7
Net margin (%) 8.8 3.1 4.1 5.7 7.1
ROAE (%) 12.4 5.0 6.9 10.1 12.9
ROAA (%) 4.2 1.5 2.2 3.3 4.4
Current ratio (x) 1.0 0.8 0.8 0.9 0.9
Acid ratio (x) 0.4 0.3 0.3 0.3 0.3
Gearing (%) 191.0 177.4 178.5 166.4 151.3
Net gearing (%) 175.3 169.9 168.0 157.1 144.8
AR turnover (days) 30 26 24 24 24
Inventory turnover (days) 83 67 61 61 61
AP turnover (days) 56 47 41 40 37

Sources: Company, 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 contrary to the applicable laws or regulation of such jurisdiction.



