Dharma Satya Nusantara
Best growth outlook

Best growth profile

DSNG’s 108k of plantation area (of which, 84k is nucleus) is only 9years old,
ensuring plenty of growth ahead from yield progression. We expect FFB (Fresh Fruit
Bunches) from nucleus to be 1.8mn tons next year, a 9% CAGR helped by yield
progression and inorganic expansion last year. DSNG also has good operation, as
attested by its historically high 5.5tons CPO vyield/ha (in 2018), higher than
Indonesian plantation average of 4.4tons/ha despite DSNG plantation’s younger
age.

Expect strong EBITDA growth next year

We expect DSNG’s EBITDA to grow by 61% on the back of 13.3% revenue growth
and significant margin expansion due to higher CPO price assumption from average
of RM2120/ton this year to RM2550/ton next year. We expect net profit to rebound
strongly from IDR299bn this year to IDR880bn next year, which implies an EPS of
IDR83/share.

Initiate with a Buy and TP

We apply a target PE of 10.4x, based on a 30% discount to AALI’s target PE. Based
on this 10.4x 2020 PE, we arrive at target price of IDR860/share, or a 135% upside
from yesterday’s closing price. DSNG currently trades at 4.4x 2020PE.

Company Data

Year end Dec 2017 2018 2019F 2020F 2021F
Revenue (Rp bn) 5,160 4,762 5,601 6,350 6,134
EBITDA (Rp bn) 1,403 1,178 1,209 1,944 1,771
Net Profit (Rp bn) 576 421 299 880 758
EPS (Rp) 54 40 28 83 71
EPS Growth (%) 130 -27 -29 195 -14
EV/EBITDA 5.4 8.4 8.0 4.5 4.6
P/E (x) 6.7 9.2 13.0 4.4 5.1
P/BV (x) 1.2 1.1 1.0 0.8 0.7
Div. Yield (%) 0.0 2.2 2.2 1.5 4.5
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Stock Data & Indices

Bloomberg Code DSNG.IJ
JCI Member JAKAGRI
MSCI Small Cap Indonesia

Index No
JII No
LQ45 No
Kompas 100 No
Key Data

Issued Shares (mn) 10,599.8
Free Float (est) 33.2
Mkt. Cap (IDRbn) 3,879.5
Mkt. Cap (USDmn) 2763
ADTV 6 months (IDRbn) 0.3
52 Wk-range 420/308

Performance (%)

YTD im 3m 12m

Absolute -10.7 15.1 5.2 0.5
Relative to
11 -10.9 12.7 7.3 -4.5
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Income Statement Company Background
Year end Dec (Rp bn) 2017 2018 2019F 2020F 2021F Dharma Satya Nusantara
Revenue 5,160 4,762 5,601 6,350 6,134 (DSNG) is a CPO and wood
Gross Profit 1,724 1,543 1,679 2,484 2,250 processing company Wwhich
Op. Profit 1,170 935 963 1,680 1,489 has 108,000 ha of total
EBITDA 1,403 1,178 1,209 1,944 1,771 planted area. Currently,
Net int. inc./(exp) -265 -274 -500 -403 -387 DSNG’s mill capacity is
Other inc./(exp.) 30 -50 -34 -14 -14 running at 510 tonnes/hour.
Pre-tax profit 935 611 429 1,264 1,088
Tax -274 -179 -125 -370 -318 A
Minority Int. -3 -7 -5 -14 -12 Major Shareholders
Net profit 576 421 299 880 758

Triputra Investindo Arya 27.56%

Krishna Kapital

Balance Sheet Investama 20.32%
Year end Dec (Rp bn) 2017 2018 2019F 2020F 2021F Tri Nur Cakrawala 7.44%
Cash and equivalents 381 524 441 206 511 Mitra Aneka Guna 6.26%
Bearer plants 2,768 4,274 4,254 4,304 4,354 .

Net fixed asset 2,051 2,999 3,105 3,191 3,259 Arianto Oetomo >.44%
Other non-current assets 3,252 3,943 3,351 4,037 3,972 Andrianto Oetomo 5.43%
Total Asset 8,452 11,739 11,150 11,737 12,095 Public 33.24%
ST debt 960 1,303 1,303 348 235

Other curr liab 765 1,018 1,018 1,973 2,086

LT debt 3,100 5,211 4,951 4,703 4,468

Other LT Liab 313 548 0 0 0

Total Liabilities 5,138 8,080 7,272 7,024 6,789

Minority interest 80 88 93 106 118

Shareholders’ Equity 3,234 3,571 3,786 4,606 5,188

Cash Flow

Year end Dec (Rp bn) 2017 2018 2019F 2020F 2021F

Net profit 576 421 299 880 758

Depr. / amort. 232 243 246 264 282

Chg in working cap 31 -15 -23 32 -63

Others 256 -350 0 0 0

CF operations 1,095 298 522 1,176 976

Capex -310 -1,697 -193 -150 -150

Others -399 313 0 1 2

CF investing -709 -1,385 -193 -149 -148

Net change in debt -336 2,453 -261 -1,203 -348

Equity raised 0 0 0 0 0

Dividends 0 -83 -84 -60 -176

Others 75 -1,109 0 0 0

CF financing -261 1,261 -345 -1,262 -524

Net cash flow 125 174 -15 -235 305

Others 0 0 0 0 0

Cash at BoY 157 282 456 441 206

Cash at EoY 282 456 441 206 511

Ratio Analysis

Year end Dec 2017 2018 2019F 2020F 2021F
Profitability

Gross margin (%) 33.4 32.4 30.0 39.1 36.7
Op. margin (%) 22.7 19.6 17.2 26.5 24.3
EBITDA margin (%) 27.2 24.7 21.6 30.6 28.9
Net margin (%) 11.2 8.8 5.3 13.9 12.3
ROAE (%) 19.6 12.4 8.1 21.0 15.5
ROAA (%) 6.9 4.2 2.6 7.7 6.4
Stability

Current ratio (x) 1.1 1.0 1.0 1.0 1.0
Net debt to equity (x) 1.1 1.7 1.5 1.1 0.8
Net Debt to EBITDA (x) 2.6 5.1 4.8 2.5 2.4
Interest coverage (x) 4.0 3.0 1.8 3.9 3.7
Efficiency

Receivables (days) 22.7 30.2 25.8 25.9 27.1
Inventory (days) 61.6 97.4 77.9 76.2 82.8
A/P (days) 67.9 84.3 65.2 71.6 72.9
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Figure 26. Revenue breakdown, 2018
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Figure 27. Revenue breakdown, 2019F
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Figure 28. DSNG's plantation area, 2014-2021F

250

200

150 5

2014 2015 2016 2017 2018 2019F 2020F

M Planted area Mature area M Immature area

Source: Company, Trimegah research

Figure 29. Mill productions, 2014-2021F
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Figure 30. CPO sales volume and utilization rates, 2014-2021F
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Figure 31. Mill efficiency, 2014-2021F
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Figure 33. 3-years historical forward P/E
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Figure 32. CPO production and extraction rate
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Disclaimer

This report has been prepared by PT Trimegah Sekuritas Indonesia Tbk on behalf of itself and its affiliated
companies and is provided for information purposes only. Under no circumstances is it to be used or
considered as an offer to sell, or a solicitation of any offer to buy. This report has been produced
independently and the forecasts, opinions and expectations contained herein are entirely those of PT
Trimegah Sekuritas Indonesia Tbk.

While all reasonable care has been taken to ensure that information contained herein is not untrue or
misleading at the time of publication, PT Trimegah Sekuritas Indonesia Tbk makes no representation as to
its accuracy or completeness and it should not be relied upon as such. This report is provided solely for
the information of clients of PT Trimegah Sekuritas Indonesia Tbk who are expected to make their own
investment decisions without reliance on this report. Neither PT Trimegah Sekuritas Indonesia Tbk nor any
officer or employee of PT Trimegah Sekuritas Indonesia Tbk accept any liability whatsoever for any direct
or consequential loss arising from any use of this report or its contents. PT Trimegah Sekuritas Indonesia
Tbk and/or persons connected with it may have acted upon or used the information herein contained, or
the research or analysis on which it is based, before publication. PT Trimegah Sekuritas Indonesia Tbk
may in future participate in an offering of the company’s equity securities.

This report is not intended for media publication. The media is not allowed to quote this report in any
article whether in full or in parts without permission from PT Trimegah Sekuritas Indonesia Tbk. For
further information, the media can contact the head of research of PT Trimegah Sekuritas Indonesia Tbk.
This report was prepared, approved, published and distributed by PT Trimegah Sekuritas Indonesia Tbk
located outside of the United States (a “non-US Group Company”). Neither the report nor any analyst who
prepared or approved the report is subject to U.S. legal requirements or the Financial Industry Regulatory
Authority, Inc. ("FINRA") or other regulatory requirements pertaining to research reports or research
analysts. No non-US Group Company is registered as a broker-dealer under the Exchange Act or is a
member of the Financial Industry Regulatory Authority, Inc. or any other U.S. self-regulatory
organization.

INVESTMENT RATING RULE:

Buy : Share price is expected to exceed more than 10% over the next 12 months

Neutral : Share price is expected to trade within the range of 0%-10% over the next 12 months
Sell : Share price is expected to trade below 0% over the next 12 months

Not Rated : The company is not within Trimegah research coverage
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Analysts Certification

The research analyst(s) of PT Trimegah Sekuritas Indonesia Tbk. primarily responsible for the content of
this research report, in whole or in part, certifies that with respect to the companies or relevant securities
that the analyst(s) covered in this report: (1) all of the views expressed accurately reflect his or her
personal views on the company or relevant securities mentioned herein; (2) no part of his or her
remuneration was, is, or will be, directly or indirectly, connected with his or her specific recommendations
or views expressed in the research report; and (3) the report does not contain any material non-public
information.

The disclosure column in the following table lists the important disclosures applicable to each company
that has been rated and/or recommended in this report:

Company Ticker Disclosure (as applicable)
LSIP -
AALI -
DSNG -

Trimegah Disclosure Data

Trimegah represents that:

1. Within the past year, it has managed or co-managed a public offering for this company, for which
it received fees.

2. It had an investment banking relationship with this company in the last 12 months.

3 It received compensation for investment banking services from this company in the last 12
months.

4, It expects to receive or intends to seek compensation for investment banking services from the

subject company/ies in the next 3 months.

It beneficially owns 1% or more of any class of common equity securities of the subject company.

It makes a market in securities in respect of this company.

The analyst(s) or an individual who assisted in the preparation of this report (or a member of

his/her household) has a financial interest position in securities issued by this company. The

financial interest is in the common stock of the subject company, unless otherwise noted.

8. The analyst (or a member of his/her household) is an officer, director, employee or advisory board
member of this company or has received compensation from the company.

Now
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