Dua Putra Utama Makmur
(DPUM IJ)

Plenty more fish in secured waters
Dua Putra Utama Makmur (DPUM) is an Indonesia-based company primarily
engaged in integrated fishery, marine product processing, and cold storage
industries. DPUM’s sea catch is composed of black pomfret, silver pomfret, red
snapper, purple-spotted bigeye, yellow croaker, mackerel, skipjack tuna, shrimp,
squid, and baby octopus, among others.
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To benefit from government support for fishery industry
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In our view, the long-term outlook for DPUM appears compelling given the
Indonesian government’s support for the fishery industry. Government support
takes the form of 1) a prohibition on the operation of foreign construction vessels
in Indonesia, 2) a prohibition on any open sea transshipment, ensuring all fisheries
are processed locally, 3) an open market for investment in cold storage and fishery
processes, and 4) the Presidential Decree No. 7 of 2016, which promotes economic
acceleration in the maritime sector.

Greater maritime security, more opportunities for Indonesian companies
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Nonetheless, since President Joko Widodo took office in 2014, Indonesian
coastguards have captured and destroyed 220 foreign vessels found fishing
illegally. According to the Indonesian Minister of Maritime Affairs and Fisheries,
Mrs. Susi Pudjiastuti, this action has reduced the number of illegal vessels
operating in Indonesian waters by 90%. We believe the reduction in illegal fishing
should translate into more opportunities for Indonesian fishery companies to catch
fish within the nation’s waters.

Compelling outlook for DPUM
Given the improvement in maritime security along with rising global fish
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consumption and demand, we believe DPUM will prosper going forward. DPUM’s
investor relations team estimates the company’s net profit for 2016 at IDR96bn. In
1/17

12/16

11/16

9/16

10/16

8/16

7/16

6/16

5/16

4/16

light of the compelling outlook, we expect DPUM to achieve its target of 25% YoY
3/16

2/16

1/16

(D-1yr=100)
140
120
100
80
60
40
20

As a tropical archipelago situated between two great oceans (the Pacific and Indian
oceans), Indonesia has abundant fisheries resources. The country is within the
Coral Triangle, home to over 3,000 types of fish. According to the Food and
Agriculture Organization (FAO) of the United Nations, Indonesia’s fisheries
production is the second largest in the world. However, as the Southeast Asian
country with the largest maritime territory, it has been particularly vulnerable to
fishing by unauthorized foreign vessels despite the implementation of the
cabotage principle in 2011.

bottom-line growth in 2017. With this net profit target, DPUM is currently trading at
19.6x 2017F P/E.
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The fishery giant that is Indonesia
As a tropical archipelago with 17,000 islands situated between two great oceans, the Pacific
and Indian oceans, Indonesia is richly endowed with habitats for fisheries production. The
country is within the Coral Triangle, home to over 3,000 types of fish, and its waters have
been referred to as the “Amazon of the sea” by several scientists. According to the Food and
Agriculture Organization (FAO) of the United Nations, Indonesia’s fisheries production is the
second largest in the world, after China.

Figure 1. Indonesia is the second largest fish producer

Figure 2. The Coral Triangle
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Support for the fishery sector from the Indonesian government
In our view, the long-term outlook for the Indonesian fishery sector appears compelling
given the government’s support. With his Global Maritime Fulcrum (GMF) program,
President Joko Widodo has included the maritime sector as a central focus in his vision for
Indonesia’s economy . As one of the president’s top agenda priorities, this program seeks to
transform Indonesia into a central hub and a major power in the global maritime landscape.
Some of the government’s focuses are to strengthen maritime infrastructure and improve
connectivity within the archipelago.

Figure 3. Five pillars of the Global Maritime Fulcrum

Source: Jakarta Post, Mirae Asset Sekuritas Research

Mirae Asset Sekuritas Indonesia

KDB Mirae Asset Sekuritas Indonesia

2

February 2, 2017

Dua Putra Utama Makmur

Government support for the fishery sector also takes the form of maritime-related laws
including: 1) a prohibition on the operation of foreign construction vessels in Indonesia, 2) a
prohibition on any open sea transshipment, ensuring all fisheries are processed locally, 3)
an open market for investment in cold storage and fishery processes, and 4) the Presidential
Decree No. 7 of 2016, which promotes economic acceleration in the maritime sector.
th

Indonesia the 10 largest fishery exporter
Indonesia is the second largest fish-producing country in the world, contributing 6.3% of the
world’s production. However, as a fishery product exporter, the country ranks only 10th, with
fish exports totaling 1.3mn tonnes (average during 2013-15). Indonesia’s fish exports
account for only c.3.4% of the world’s total exports of 39.1mn tonnes. We believe the illegal,
unreported, and unregulated (IUU) fishing by neighboring countries within Indonesian
waters is the main cause of the nation’s deteriorating exports.
Figure 4. Fishery product exports by source

Figure 5. Fishery product exports by source
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Illegal fishing in Southeast Asia & prohibition on foreign construction vessels
As the Southeast Asian country with the largest maritime territory, Indonesia has been
particularly vulnerable to fishing by unauthorized foreign vessels despite the
implementation of the cabotage principle in 2011. The cabotage principle means that each
nation is entitled to prohibit foreign-flagged vessels from transporting or operating within
its coastal/inshore waters. This principle was first enacted in Indonesia in 2008 but did not
become fully effective until May 7th, 2011.
According to the European Parliamentary Research Service, many of the unauthorized
foreign vessels fishing in Indonesia’s exclusive economic zone in 2014 came from Thailand,
Vietnam, and China. We note that Indonesia’s territorial sea waters are vast, making up 76%
of the country’s surface area. President Widodo has estimated the value of Indonesia’s
stolen catch at USD20bn/year.
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Figure 6. Countries’ competing claims in the South China Sea

Source: Bloomberg

Nonetheless, since President Widodo took office in 2014, Indonesian coastguards have
captured and destroyed 220 foreign vessels found fishing illegally. According to the
Indonesian Minister of Maritime Affairs and Fisheries, Mrs. Susi Pudjiastuti, this action has
reduced the number of illegal vessels operating in Indonesian waters by 90%. We believe
the reduction in illegal fishing should translate into more opportunities for Indonesian
fishery companies to catch fish within the nation’s waters.

Figure 7. An unmanned Vietnamese fishing boat was blown up
by the Indonesian Navy

Figure 8. Indonesian Navy blew up an illegal fishing boat in
North Sumatra on February 22nd, 2016

Source: Reuters, Antara Foto, Immanuel Antonius

Source: Bloomberg
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Compelling outlook for DPUM
Dua Putra Utama Makmur (DPUM) is an Indonesia-based company primarily engaged in
integrated fishery, marine product processing, and cold storage industries. DPUM’s sea
catch is composed of black pomfret, silver pomfret, red snapper, purple-spotted bigeye,
yellow croaker, mackerel, skipjack tuna, shrimp, squid, and baby octopus, among others.
Given the improvement in maritime security along with rising global fish consumption and
demand, we believe DPUM will prosper going forward. DPUM’s investor relations team
estimates the company’s net profit for 2016 at IDR96bn. In light of the compelling outlook,
we expect DPUM to achieve its target of 25% YoY bottom-line growth in 2017. With this net
profit target, DPUM is currently trading at 19.6x 2017F P/E.

Figure 9. DPUM’s facility & cold storage in Pati

Figure 10. DPUM’s business activities

Source: Company data, Mirae Asset Sekuritas Research

Source: Company data, Mirae Asset Sekuritas Research
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APPENDIX 1
Important Disclosures & Disclaimers

Disclosures
As of the publication date, PT Mirae Asset Securities Indonesia, and/or its affiliates do not have any special interest with the subject company and do not
own 1% or more of the subject company's shares outstanding.

Stock Ratings
Buy

Industry Ratings
Relative performance of 20% or greater

Hold

Relative performance of 10% or greater, but with
volatility
Relative performance of -10% and 10%

Sell

Relative performance of -10%

Trading Buy

Overweight

Fundamentals are favorable or improving

Neutral

Fundamentals are steady without any material changes

Underweight

Fundamentals are unfavorable or worsening

* Ratings and Target Price History (Share price (----), Target price (----), Not covered (■), Buy (▲), Trading Buy (■), Hold (●), Sell (◆))
* Our investment rating is a guide to the relative return of the stock versus the market over the next 12 months.
* Although it is not part of the official ratings at Mirae Asset Securities, we may call a trading opportunity in case there is a technical or short-term
material development.
* The target price was determined by the research analyst through valuation methods discussed in this report, in part based on the analyst’s
estimate of future earnings.
The achievement of the target price may be impeded by risks related to the subject securities and companies, as well as general market and
economic conditions.
Analyst Certification
The research analysts who prepared this report (the “Analysts”) are registered with the Indonesian jurisdiction and are subject to Indonesian
securities regulations. They are neither registered as research analysts in any other jurisdiction nor subject to the laws and regulations thereof.
Opinions expressed in this publication about the subject securities and companies accurately reflect the personal views of the Analysts primarily
responsible for this report. Except as otherwise specified herein, the Analysts have not received any compensation or any other benefits from the
subject companies in the past 12 months and have not been promised the same in connection with this report. No part of the compensation of the
Analysts was, is, or will be directly or indirectly related to the specific recommendations or views contained in this report but, like all employees of
PT Mirae Asset Securities Indonesia, the Analysts receive compensation that is impacted by overall firm profitability, which includes revenues from,
among other business units, the institutional equities, investment banking, proprietary trading and private client division. At the time of
publication of this report, the Analysts do not know or have reason to know of any actual, material conflict of interest of the Analyst or PT Mirae
Asset Securities Indonesia except as otherwise stated herein.
Disclaimers
This report is published by PT Mirae Asset Securities Indonesia (“Mirae Asset”), a broker-dealer registered in the Republic of Indonesia and a
member of the Indonesia Exchange. Information and opinions contained herein have been compiled from sources believed to be reliable and in
good faith, but such information has not been independently verified and Mirae Asset makes no guarantee, representation or warranty, express or
implied, as to the fairness, accuracy, completeness or correctness of the information and opinions contained herein or of any translation into
English from the Bahasa Indonesia. If this report is an English translation of a report prepared in the Indonesian language, the original Indonesian
language report may have been made available to investors in advance of this report. Mirae Asset, its affiliates and their directors, officers,
employees and agents do not accept any liability for any loss arising from the use hereof. This report is for general information purposes only and
it is not and should not be construed as an offer or a solicitation of an offer to effect transactions in any securities or other financial instruments.
The intended recipients of this report are sophisticated institutional investors who have substantial knowledge of the local business environment,
its common practices, laws and accounting principles and no person whose receipt or use of this report would violate any laws and regulations or
subject Mirae Asset and its affiliates to registration or licensing requirements in any jurisdiction should receive or make any use hereof.
Information and opinions contained herein are subject to change without notice and no part of this document may be copied or reproduced in
any manner or form or redistributed or published, in whole or in part, without the prior written consent of Mirae Asset. Mirae Asset, its affiliates and
their directors, officers, employees and agents may have long or short positions in any of the subject securities at any time and may make a
purchase or sale, or offer to make a purchase or sale, of any such securities or other financial instruments from time to time in the open market or
otherwise, in each case either as principals or agents. Mirae Asset and its affiliates may have had, or may be expecting to enter into, business
relationships with the subject companies to provide investment banking, market-making or other financial services as are permitted under
applicable laws and regulations. The price and value of the investments referred to in this report and the income from them may go down as well
as up, and investors may realize losses on any investments. Past performance is not a guide to future performance. Future returns are not
guaranteed, and a loss of original capital may occur.
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Distribution
United Kingdom: This report is being distributed by Mirae Asset Securities (Europe) Ltd. in the United Kingdom only to (i) investment professionals
falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”), and (ii) high net worth
companies and other persons to whom it may lawfully be communicated, falling within Article 49(2)(A) to (E) of the Order (all such persons
together being referred to as “Relevant Persons”). This report is directed only at Relevant Persons. Any person who is not a Relevant Person should
not act or rely on this report or any of its contents.
United States: This report is distributed in the U.S. by Mirae Asset Securities (America) Inc., a member of FINRA/SIPC, and is only intended for major
institutional investors as defined in Rule 15a-6(b)(4) under the U.S. Securities Exchange Act of 1934. All U.S. persons that receive this document by
their acceptance thereof represent and warrant that they are a major institutional investor and have not received this report under any express or
implied understanding that they will direct commission income to Mirae Asset or its affiliates. Any U.S. recipient of this document wishing to effect
a transaction in any securities discussed herein should contact and place orders with Mirae Asset Securities (America) Inc., which accepts
responsibility for the contents of this report in the U.S. The securities described in this report may not have been registered under the U.S.
Securities Act of 1933, as amended, and, in such case, may not be offered or sold in the U.S. or to U.S. persons absent registration or an applicable
exemption from the registration requirements.
Hong Kong: This document has been approved for distribution in Hong Kong by Mirae Asset Securities (Hong Kong) Ltd., which is regulated by the
Hong Kong Securities and Futures Commission. The contents of this report have not been reviewed by any regulatory authority in Hong Kong. This
report is for distribution only to professional investors within the meaning of Part I of Schedule 1 to the Securities and Futures Ordinance of Hong
Kong (Cap. 571, Laws of Hong Kong) and any rules made thereunder and may not be redistributed in whole or in part in Hong Kong to any person.
All Other Jurisdictions: Customers in all other countries who wish to effect a transaction in any securities referenced in this report should contact
Mirae Asset or its affiliates only if distribution to or use by such customer of this report would not violate applicable laws and regulations and not
subject Mirae Asset and its affiliates to any registration or licensing requirement within such jurisdiction.
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