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Plantation 

Better price outlook to resume 

CPO prices continue surging 

Entering 2022, CPO prices continue their uptrend and as of YTD, CPO price stood 

at USD1,322.7/MT (+39.3% YoY, +6.8% YTD) due to (i) soft production of CPO in 

both Indonesia and Malaysia estates, (ii) expectation of higher CPO shipments 

into India as it has just reduced the CPO import tax to 5% (from 7.5% previously), 

(iii) new DMO policy in Indonesia (planters must allocate 20% of their export to 

domestic market), and (iv) upward trends of other vegetable oils prices. We believe 

that the recent strong CPO ASP will continue at least until 1H22 before a gradual 

downtrend from a better production of CPO.  

 

New regulation: DMO and DPO impacts to upstream players 

Recently, Indonesia Government imposes Domestic Market Obligation or DMO 

(which necessitates CPO upstream players to allocate a minimum of 20% of export 

volume for domestic usage) and Domestic Price Obligation or DPO (ceiling price 

of being kept at IDR9,300/kg for CPO and IDR10,300/kg for Olein) in order to 

reduce the cooking oil retail price. Most of the companies under our coverage have 

met the DMO regulation; as most of the companies sold their production locally 

(65% to 100% sold domestically). We foresee a limited impact from DPO 

regulation to the CPO upstream players' revenue growth in 2022; as the CPO 

spot price remained high at IDR14,000/kg to IDR15,000/kg. Sustained high spot 

price should be able to offset ASP impact on the volume which is regulated at 

IDR9,300/kg.  

 

4Q21 result preview – softer production  

Most of the CPO players under our coverage would see lower revenue and 

earnings performance in 4Q21 on the back of (i) softer production on QoQ and 

YoY basis, and (ii) higher fertilizer cost. We view that the higher ASP in 4Q21 could 

not offset the lower production during that time. We estimate 4Q21F production 

decline by an average of 5-10% on QoQ basis due to (i) heavy rainfall during the 

period, and (ii) persisting low fertilizer impact. Meanwhile, we are expecting a 

better CPO ASP in 4Q21 at IDR11k to IDR12k per kg. 

 

Maintain OW call on the sector 

LSIP is our top pick in Indonesia plantation space as LSIP is a pure-play on CPO 

price, as a 1% change in CPO price will translate into a 6% earnings movement. 

Meanwhile, we continue to like DSNG and TAPG on the back of their younger trees 

in its portfolio, as it would provide a faster volume growth (adding leverage in a 

current high price). For TAPG specifically, we foresee a strong earnings growth in 

FY22F due to their expectation of (i) strong CPO production, and (ii) better ASP vs 

2021 ASP.  
 

Plantation valuation 
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I. 4Q21 result preview  
 

AALI 4Q21 preview. We estimate AALI production of 339k MT (-11.3% QoQ; -14.2% 

YoY) in 4Q21 or in-line with our CPO FY21F production of 1.47mn MT. In our view, the 

softer production in 4Q is due to (i) heavy rainfall, and (ii) impact from low fertilizer in 

2019. The revenue growth in 4Q21 would be driven by a better ASP; as CPO price 

continued to rise to USD1,242/MT from an average of USD1,063.6/MT in 3Q21. 

Furthermore, we expect gross margin to fall in 4Q21 on the back of an increase in 

fertilizer cost. After factoring in the assumption, based on our calculation, AALI should 

report 4Q21 earnings of IDR260bn to bring FY21 earnings of IDR1.74tn – 110% from 

our estimate. 

Table 1. AALI 4Q21F operational preview 

  4Q20 1Q21 2Q21 3Q21 4Q21F 

CPO ASP (USD/MT) 828.7 968.5 1,024.3 1,063.5 1,242.0 

  36.3% 50.4% 93.1% 59.9% 49.9% 

Market CPO price (IDR/kg) 12,016 14,043 14,852 15,422 18,009 

AALI CPO ASP (IDR/kg) 9,378 9,764 10,598 10,734 11,000 

            

  4Q20 1Q21 2Q21 3Q21 4Q21F 

CPO production (MT) 395,000 352,000 406,100 382,300 339,000 

        

Sales volume (MT)       

CPO 397,947 299,298 322,597 410,090 339,000 

Olein 92,026 109,345 108,934 118,183 118,183 

Stearin 19,500 27,500 29,299 27,000 27,000 

PFAD 5,500 8,000 6,499 6,000 6,000 

RBDPO 11,999 10,000 12,000 9,500 9,500 

Total volume  526,972 454,143 479,329 570,773 499,683 

        

CPO sales (IDRbn) 3,732 2,922 3,419 4,402 3,729 

Other derivatives sales (IDRbn) 1,333 1,581 1,796 2,117 1,000 

Total CPO and derivatives sales 5,026 4,504 5,215 6,519 4,729 

        

PK sales (IDRbn) 429 495 518 565 500 

Others 28 36 35 12 20 

Total 5,483 5,035 5,797 7,182 5,249 
 

 

Source: KISI  
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Table 2. AALI 4Q21F financial preview 

               

in IDR bn 4Q20 1Q21 2Q21 3Q21 4Q21F QoQ  YoY 

Revenue 5,483.3 5,035.2 5,796.9 7,182.4 5,249.0 -26.9% -4.3% 

Gross profit 1,046.0 932.2 1,281.8 1,397.2 944.8 -32.4% -9.7% 

EBIT 497.0 354.8 756.2 1,113.4 524.9 -52.9% 5.6% 

Net Income 250.5 162.4 486.9 819.8 262.5 -68.0% 4.8% 

                

GPM 19.1% 18.5% 22.1% 19.5% 18.0%     

EBIT margin 9.1% 7.0% 13.0% 15.5% 10.0%     

NPM 4.6% 3.2% 8.4% 11.4% 5.0%     
 

 

Source: KISI  

 

LSIP 4Q21 preview. We estimate LSIP production of 70k MT (-9.1% QoQ) in 4Q21, 

bringing FY21F CPO production of 311k MT or below with our estimate of 349k MT. In 

our view, the soft production in 4Q21 is due to (i) heavy rainfall, and (ii) impact from low 

fertilizer in 2019. The revenue growth in 4Q21F would be driven by a better ASP; as 

CPO price continues to rise to USD1,242/MT from an average of USD1,063.6/MT. 

Furthermore, we expect gross margin to fall in 4Q21 on the back of an increase in 

fertilizer cost. After factoring in the assumption, based on our calculation, LSIP should 

report earnings of IDR187bn in 4Q21, to bring FY21 results to be in line with our 

estimates. 

Table 3. LSIP 4Q21 financial preview 

                 

in IDR bn 3Q20 4Q20 1Q21 2Q21 3Q21 4Q21F QoQ YoY 

Revenue 712 1,259 1,196 981 1,162 936 -19.5% -25.7% 

Gross profit 211 589 426 329 407 299 -26.4% -49.1% 

EBIT 221 518 367 243 333 215 -35.4% -58.5% 

Net Income 185 419 297 204 251 187 -25.5% -55.3% 

          

GPM 29.6% 46.8% 35.6% 33.6% 35.0% 32.0%   

EBIT margin 31.0% 41.2% 30.7% 24.7% 28.7% 23.0%   

NPM 26.0% 33.3% 24.9% 20.8% 21.6% 20.0%   

         

          

  3Q20 4Q20 1Q21 2Q21 3Q21 4Q21F   

CPO production ('000 MT) 69 104 86 78 77 70   

CPO ASP (IDR/kg) 8,398 9,495 9,626 10,476 11,679 12,000    

 

Source: KISI   
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TAPG 4Q21 preview. We forecast a decline in revenue of -16% YoY and around -11% 

QoQ on the back of soft production in 4Q21F. In our view, the soft production in 4Q is 

due to (i) heavy rainfall, and (ii) impact from low fertilizer in 2019. The revenue growth in 

4Q21 would be driven by a better ASP; as CPO price continues to rise to USD1,242/MT 

from an average of USD1,063.6/MT as of 3Q21. Based on our conversation with TAPG 

management, 4Q21 ASP stands at IDR11k/kg. Margin should fall in 4Q21, as fertilizer 

cost has increased. 

Table 4. TAPG 4Q21 financial preview 

               

in IDR bn 4Q20 1Q21 2Q21 3Q21 4Q21F QoQ  YoY 

Revenue 1,700.7 1,351.2 1,505.2 1,596.3 1,428.6 -10.5% -16.0% 

Gross profit 651.5 292.9 373.0 379.3 285.7 -24.7% -56.1% 

Operating profit 516.0 187.7 246.0 283.0 228.6 -19.2% -55.7% 

Net Income 662.0 142.7 263.2 307.3 214.3 -30.3% -67.6% 

                

OPM 30.3% 13.9% 16.3% 17.7% 16.0%     

GPM 38.3% 21.7% 24.8% 23.8% 20.0%     

NPM 38.9% 10.6% 17.5% 19.2% 15.0%     
 

 

Source: KISI  

 

DSNG 4Q21 preview. As of 2021, DSNG FFB production turned out to be lower than 

last year's production of 2mn MT. This is because the phasing out of 2019 El Nino's 

lagged impact did not happen as expected. Moreover, several floods in 2Q21 and 4Q21 

had contributed to some disruptions in the harvesting process, OER, FFA, and, ultimately, 

CPO production. As a result, DSNG recorded CPO production of 544k MT in 2021 (-15% 

YoY), followed by a lower CPO sales volume of 545k MT (-15% YoY), below our FY21 

estimates. Based on the assumption, we view that DSNG 4Q21 revenue will decline at -

7.8% QoQ and estimate a lower GPM in 4Q21 at 19% on the back of potential higher 

fertilizer cost. 
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Table 5. DSNG 4Q21 results preview 

               

in IDR bn 4Q20 1Q21 2Q21 3Q21 4Q21 QoQ YoY 

Revenue 2,317.7 1,636.6 1,660.6 1,755.4 1,617.9 -7.8% -30.2% 

Gross profit 767.5 394.1 401.3 511.7 404.5 -21.0% -47.3% 

Operating profit 536.8 311.4 235.2 353.5 307.4 -13.0% -42.7% 

Net Income 312.9 99.8 107.7 208.4 145.6 -30.1% -53.5% 

                

OPM 23.2% 19.0% 14.2% 20.1% 19.0%     

GPM 33.1% 24.1% 24.2% 29.2% 25.0%     

NPM 13.5% 6.1% 6.5% 11.9% 9.0%     

        

               

  4Q20 1Q21 2Q21 3Q21 4Q21     

FFB production (MT) 871,890 485,268 514,912 479,865 473,553     

CPO production (MT) 194,493 143,701 144,204 131,966 124,409     

PK production (MT) 35,763 25,402 25,215 23,554 22,561     

PKO production (MT) 10,842 7,109 8,513 7,358 7,124     

CPO sales (MT) 206,962 135,201 143,555 133,779 132,280     

CPO ASP (IDRmn/MT) 9.06 8.70 8.18 9.17 10.96     
 

 

Source: KISI   
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Fig 1. Malaysia CPO production (‘000 MT)  Fig 2. Malaysia CPO inventory (‘000 MT) 

 

 

 

 

Source: MPOB, KISI 

 

  

Source: MPOB, KISI 

 

 

Fig 3. AALI FFB production (‘000 MT)  Fig 4. AALI CPO production (‘000 MT) 

 

 

  

Source: Company, KISI 

 

  

Source: Company, KISI 

 

 

Fig 5. DSNG FFB production (‘000 MT)  Fig 6. DSNG CPO production (‘000 MT) 

 

 

 

 

Source: Company, KISI 

 

  

Source: Company, KISI 
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Fig 7. CPO price (MYR/MT)  Fig 8. Soybean, wheat, corn price (USD/bu) 

 

 

 

 

Source: Bloomberg, KISI 

 

  

Source: Bloomberg, KISI 

 

 

Fig 9. CPO vs sunflower oil vs rapeseed oil vs soybean oil (USD) 

 

 

Source: Bloomberg, KISI  
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Fig 10. LSIP, AALI, TAPG ASP as of 3Q21 

 

 

Source: Companies, KISI  

 
  



 
 
 
 

8    
 

Plantation 
Sector Update 

 

Fig 11. LSIP PE Band (x)  Fig 12. AALI PE Band (x) 

 

 

 

 

Source: Bloomberg, KISI 

 

  

Source: Bloomberg, KISI 

 

 

Fig 13. DSNG PE Band (x)  Fig 14. TAPG PE Band (x) 

 

 

 
 

Source: Bloomberg, KISI 

 

  

Source: Bloomberg, KISI 
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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. 
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supervised by the Indonesia Financial Services Authority (Otoritas Jasa Keuangan). 
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