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Inocycle Technology Group 
(INOV IJ) 

Site visit note: Recycling pioneer 

We visited Inocycle Technology Group (INOV/Not Rated), one of the pioneers among 

clean-tech companies in Indonesia with a market share of 50% in Re-PSF and non-woven 

under the parent company’s domestic sales network. Going forward, INOV plans to 

enhance its raw material supply through Plasticpay. In 2018, INOV posted a strong net 

profit of IDR16bn, more than double the 2016 figure of IDR7bn. Currently, INOV is trading 

at 23.3x of trailing P/E.  

Strong network sales domestically, new opportunity globally 

Indonesia is the 4th largest contributor of plastic bottle consumption in the world. It is 

recorded that Indonesia used 4,82bn gallon of plastic in 2017. From all of the plastic waste 

that Indonesia uses, only less than 10% is recycled. Inocycle sees this as an opportunity to 

create value out of plastic waste. Under Hilon Group, Inocycle manages to distribute its 

Re-PSF through Hilon’s domestic sales network, which enables Inocycle to have stable 

sales. On top of that, China banned the import of 32 types of waste material, including PET 

bottle waste and PET bottle flakes, in 2018, and has given Inocycle the opportunity to 

expand internationally. 

Plasticpay to enhance supply chain 

The company plans to increase the margin by buying used plastic directly from consumers, 

instead of a third party. Plasticpay would release a payment platform app to give people 

incentives for the idea of recycling and give them rewards based on the weight of plastic 

waste that they have collected. 

The pursuit for circular economy 

Several local and international companies have actively used recycled plastic products in 

some of their products. The demand for recycled plastic is potentially increasing in the next 

5 years as companies are getting more conscious about sustaining the environment. The 

potential in both domestic and international markets sends a good signal about prospects 

in the long run. Inocycle has a wide range of customers, including automotive, fashion, 

bedding, and furniture. Since Inocycle currently holds 50% of the market share in 

Indonesia, Inocycle can potentially be one of the leaders as a recycled product exporter in 

Indonesia.  

Status quo 

Inocycle has 5 factory plants across Java and Sumatra Island with total capacity of 33,600 

tons/year. Currently, the utilization is not fully 100%, so there’s room to improve the 

capacity depending on demand. Inocycle obtains raw materials from several sources: 15% 

from affiliated parties, 8% from Korean petrochemical companies, and the rest from third 

parties with a distribution rate of less than 3% for each supplier. Thus, Inocycle does not 

depend on one supplier. The company also sees robust growth locally and globally. The 

rise in demand for re-PSF correlates strongly with the increase in GDP, which translates 

into higher spending.  

FYFY 
12/16 12/17 12/18 9M19 

Revenue (IDRbn)  315   327  396  380 

Gross Profit (IDRbn)  72   73   107 73 

Op. Profit (IDRbn)  20   31   54  48 

Net Profit (IDRbn) 7   15   16  24 

EPS (IDR) 4 8  9  18 

BPS (IDR) N/A  N/A  N/A  N/A 

P/E (x) N/A N/A  N/A  22.8 

P/B (x) N/A  N/A  N/A  2.2 

ROA (%)  1.9   3.9   3.3  3.4 

ROE (%)  5.3   10.7   10.1  7.3 

Dividend Yield (%)  N/A N/A  N/A  N/A 

Net gearing (%) Net cash 0.0 0.4 Net cash 
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Company overview 

Inocycle Technology Group is one of the pioneers among clean-tech companies in Indonesia. The 

company processes Recycled Polyethylene Terephthalate (PET) products and other plastic 

waste. Its main business is the production of Recycled Polyester Stable Fiber (Re-PSF). When 

converted, Re-PSF can be used to produce non-woven for different applications, such as 

automotive, construction, agriculture, garment, and furniture. Inocycle is the only company in 

Indonesia that is certified with the Global Recycled Standards (GRS). 

In terms of revenue contribution, 79% of revenue comes from fiber-related products, followed by 

non-woven products at 16%, while the rest is from home ware at 5% and others at 2%. 

Figure 1. Revenue breakdown 

 

Source: Company, Mirae Asset Sekuritas Indonesia Research 

 

40.0% market share in Indonesia for hollow conjugated Re-PSF 

INOV produces 3 types of Re-PSF, namely solid fiber, hollow conjugated fiber, and special 

function fiber. Most of the types of fiber produced by Inocycle are Anti Static, Anti Bacterial, and 

Flame Retardant. Inocycle’s fiber is regarded to have the closest quality to the virgin grade. In 

terms of production capacity in its product segment, we note that INOV has 40.0% of market 

share in hollow conjugated Re-PSF compared to competitors. This higher production capacity 

would be one of the strongest competitive advantages of INOV. Furthermore, higher production 

capacity would lead to bigger economic scale for INOV relative to peers.  

 

Figure 2. INOV’s market share in hollow conjugated Re-PSF  Figure 3. Hollow conjugated Re-PSF production comparison 

 

 

 

Source: Company data, Mirae Asset Sekuritas Indonesia Research 
 

Source: Company data, Mirae Asset Sekuritas Indonesia Research 
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Potential market in recycling business 

The demand for stable fiber in Indonesia is estimated to increase along with the strong growth of 

GDP, which can result in rising spending. The demand for Re-PSF has a strong correlation with 

various applications of non-woven materials in Indonesia, such as automotive sector, 

construction, civil work, bedding, and garment.  

Figure 4. Indonesia’s non-woven consumption  Figure 5. Global polyester staple fiber (PSF) consumption 

 

 

 

Source: Company data, Mirae Asset Sekuritas Indonesia Research 
 

Source: Company data, Mirae Asset Sekuritas Indonesia Research 

 

Figure 6. Non-woven consumption in various industries 

 

Source: Company data, Mirae Asset Sekuritas Indonesia Research 

 

It is also important to note that China banned the import of 32 types of waste material, including 

PET bottle waste and PET bottle flakes, in 2018, thus giving Inocycle an opportunity to export its 

products to the United States of America, Germany, and Italy. As a result, this has increased 

Inocycle’s export to 30% in 2018, from 0% in 2017. Before China proposed the ban, China is the 

main supplier of Re-PSF in the world with a market share of 59%. As the production declines, this 

may increase the price of Re-PSF, which will be beneficial for Inocycle to pursue more 

opportunities in the recycling industry.  

Indonesia imposes anti-dumping on the imports of PSF 

In June 2016, the Indonesian government imposed anti-dumping duties on imports from Taiwan, 

China, and India of polyester staple fiber material. India’s is between 6%-17%, China’s is between 

13%-16%, and Taiwan’s at 28%. The great price reduction on PSF from China to Indonesia 

indicates an oversupply of PSF in these countries. We see that the government is trying to protect 

local brands by applying tariffs on imported goods, so emerging companies like Inocycle can 

compete in the domestic market as well as in the international market.  
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Plasticpay to enhance supply chain 

Inocycle intends to improve its plastic collection cost through plasticpay. The company is planning 

to increase the margin by buying directly from a consumer instead of a third party. Plasticpay 

would release a payment platform to give people incentives for the idea of recycling and give 

them rewards based on the volume they have collected. In the future, Plasticpay would invest in 

Reverse Vending Machine (RVM) to make the process fully automated. This will increase 

efficiency in collecting raw materials and also reduce collection cost significantly.  

 

Figure 7. Reverse vending machine in developed countries  Figure 8. Plasticpay’s manual drop-off location 

 

 

 

Source: Company data, Mirae Asset Sekuritas Indonesia Research 
 

Source: Company data, Mirae Asset Sekuritas Indonesia Research 

 

Circular economic model 

Adidas, Nike, IKEA, and Danone are somes examples of companies which have been committed 

to the circular economy model, in which waste is eliminated and the use of resources is made 

sustainable. In 2019, Adidas produced 11 million pairs of shoes using recycled ocean plastic. 

That figure is twice as much that of in 2018. In 2016, Nike made some basketball and soccer 

jerseys out of approximately 182 million recycled PET bottles. IKEA has also joined the 

movement by planning to use only recycled PET in textile products by 2020. We see the demand 

for recycled plastic is potentially increasing in the next 5 years as companies are getting more 

conscious about sustaining the environment. Inocycle has a wide range of customers, including 

automotive, fashion, bedding, and furniture. Given that Inocycle currently holds 50% of the 

marketshare in Indonesia, Inocycle can potentially absorb most of the demand both locally and 

globally. 

 

Figure 9. Adidas has collaborated to use recycled ocean plastic  Figure 10. Nike’s products from recycled PET bottles 

 

 

 

Source: Company data, Mirae Asset Sekuritas Indonesia Research 
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Abundant raw material supply 

Given the huge population number and low awareness about environmental issues, Indonesia 

currently produces approximately 3.2 milliontons plastic waste that remains mismanaged. 

According to the data provided by Sustainable Waste Indonesia (SWI), only less than 10% of 

plastic waste is being recycled, leaving a figure of 90% of plastic waste that is still mismanaged. 

Furthermore, it is recorded that in the last 5 years, plastic consumption in Indonesia has gone up 

from 17-23 to 25-39 kg/capita in a year. On the bright side, that condition would benefit INOV as it 

will have abundant raw material supply. In the short term, we think that Indonesians will stay 

relatively clueless about environmental issues. Hence, we do not see any short-term downside 

risks related to raw material supply. 

 

Figure 11. Indonesia comes second in mismanaged plastic waste  Figure 12. Mismanaged pile of trash ends up on beach 

 

 

 

Source: Company data, Mirae Asset Sekuritas Indonesia Research 
 

Source: Company data, Mirae Asset Sekuritas Indonesia Research 

 

Production Process 

Inocycle uses PET bottle waste as the raw material for Re-PSF, which is collected through the 

company’s vast supply chain. In addition to production plants, Inocycle also has 4 washing 

factories in different cities across Indonesia. The washing factories help to increase efficiency by 

collecting, washing, and shredding PET Bottles. After the cleaning process, the plastic flakes are 

being sent to the production plant to be processed further. 

 

Figure 13. Plastic flakes shipment from washing factory  Figure 14. Plastic flakes 

 

 

 

Source: Company data, Mirae Asset Sekuritas Indonesia Research 
 

Source: Company data, Mirae Asset Sekuritas Indonesia Research 
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Figure 15. Washing and drying machine  Figure 16. Melting process 

 

 

 

Source: Company data, Mirae Asset Sekuritas Indonesia Research 
 

Source: Company data, Mirae Asset Sekuritas Indonesia Research 

 
When the plastic flakes arrive at the production plant, the company has to sterilize the flakes to 

remove any impurities from the previous processes. These flakes are then dried in a chamber 

before the melting process begins. The melting process changes the shape of the flakes into 

strings. The next step is to stretch the raw materials several times to make the fibers. These 

fibers are then pressed together, dried, and cut in various length before the packaging process. 

Re-PSF is mainly used for non-woven fabrics with various applications for garment, bedding 

goods, automotive insulation, and infrastructure.   

 

Figure 17. Melting process  Figure 18. Melted PET plastic 

 

 

 

Source: Company data, Mirae Asset Sekuritas Indonesia Research 
 

Source: Company data, Mirae Asset Sekuritas Indonesia Research 

Figure 19. Re-PSF  Figure 20. Strecthed and pressed into non-woven 

 

 

 

Source: Company data, Mirae Asset Sekuritas Indonesia Research 
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Figure 21. Non-woven fabric  Figure 22. Packaging  

 

 

 

Source: Company data, Mirae Asset Sekuritas Indonesia Research 
 

Source: Company data, Mirae Asset Sekuritas Indonesia Research 

 

Risk and challenges 

 Raw material risk. Inocycle uses PET plastic as main raw material, and there’s a challenge 

associated with the collection of PET plastic. The price of PET plastic may fluctuate 

depending on the market demand. Therefore, it’s hard to maintain a stable margin.    

 Competition. Inocycle is the current leader of recycled companies in Indonesia. However, 

since the absence of China in the recycling industry, some companies from China 

are relocating to South East Asia countries, such as Malaysia and Vietnam. This may slow 

down the export demand from the Western countries as they have other alternatives.  

 

 Regulation risk. Continuous strong support from the government is crucial for the recycling 

industry. The lack of support from the government will weaken the growth significantly. 

 

 Invesment risk. Investment in Plasticpay to expand further in the supply chain system would 

be expensive. This would use a lot of working capital and capex to expand the network. If the 

company doesn’t perform, it may hurt the company’s performance. 

 

 Crude oil prices. Re-PSF plastic is competing with Virgin PSF, which is subject to crude oil 

prices. If crude oil prices increase, this is beneficial for Inocycle as virgin PSF's price would 

go up. However, when the price of oil drops, people may choose virgin PSF instead of Re-

PSF. 
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Profit & Loss      Balance Sheet     

Year end Dec 31 2016 2017 2018 9M19  Year end Dec 31 2016 2017 2018 9M19 

(IDRbn)      (IDRbn)     

Revenue 314 327 396 380  Assets     

COGS -243 -255 -289 -307  Cash and equivalents 13 19 46 95 

Gross profit 72 73 107 73  Receivables 63 75 68 143 

Operating exp -58 -47 -58 -46  Inventories 55 58 100 112 

GA exp --46 -34 -41 0  Others 6 12 21 44 

Other opr income 6 5 5 21  Total current assets 138 164 235 377 

Operating profit 20 31 54 48  Fixed assets 197 209 298 293 

Interest exp -10 -11 -22 -17  Long term investments  23 22 21 20 

EBT 12 20 21 31  Others 18 20 19 21 

Tax exp -5 -5 -6 7  Total non-current assets 238 250 338 334 

Net profit  7 15 16 24  Total assets 375 414 573 712 

EBITDA 29 44 70 55       

      Liabilities and equity     

Growth & Margins 2016 2017 2018 9M19  Payables and accruals 78 44 94 103 

Revenue (%) - 4.1 21.1 27.9  Short-term debt 13 52 119 125 

EBITDA (%) - 51.7 59.0 -23.6  Other current liabilities 0 3 22 3 

Net profit (%) - 114.3 6.7 380.0  Total current liabilities 92 100 236 231 

Profitability      Long term debt 8 3 0 0 

Gross margin (%) 22.9 22.3 27.0 19.2  Others 141 162 171 148 

Operating margin (%) 6.4 9.5 13.6 12.6  Total noncurrent liabilities 149 164 171 148 

EBITDA margin (%) 9.2 13.5 17.7 14.5  Total liabilities 240 264 406 388 

      Equity before minority interest 135 150 167 332 

Cash Flow      Minority interest 0 0 0 0 

Year end Dec 31 2016 2017 2018 9M19  Total equity 135 150 167 332 

(IDRbn)      Total liabilities and equity 375 414 573 712 

CF from operation           

Net profit 7 15 16 24  Ratio analysis 2016 2017 2018 9M19 

CF from operation 39 -34 52 -44  Year end Dec 31     

CF from investments      Current ratio (x) 1.5 1.7 1.0 1.6 

Change in fixed assets  -59 -18 -107 -35  Quick ratio (x) 0.8 0.9 0.5 1.1 

CF from investments -59 -18 -107 -35  Debt to equity (x) 1.8 1.8 2.4 1.2 

CF from financing activities           

Increase/(decrease) in debt -12 34 62 108       
Increase/(decrease) in equity 0 0 0 0       
Dividends paid 0 0 0 0       
Other financing activities 26 25 17 20       
CF from financing activities 14 58 79 128       
Net changes in cash -6 6 27 50       
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Important Disclosures & Disclaimers 
 

 

 

Stock Ratings  Industry Ratings 

Buy Relative performance of 20% or greater  Overweight Fundamentals are favorable or improving 

Trading Buy Relative performance of 10% or greater, but with volatility  Neutral Fundamentals are steady without any material changes 

Hold Relative performance of -10% and 10%  Underweight Fundamentals are unfavorable or worsening 

Sell Relative performance of -10%    

* 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 Sekuritas Indonesia, 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 

Opinions expressed in this publication about the subject securities and companies accurately reflect the personal views of the Analysts primarily 

responsible for this report. PT. Mirae Asset Sekuritas Indonesia (“Mirae Asset Daewoo”) policy prohibits its Analysts and members of their households from 

owning securities of any company in the Analyst’s area of coverage, and the Analysts do not serve as an officer, director or advisory board member of the 

subject companies. 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 Mirae Asset Daewoo, the 

Analysts receive compensation that is determined 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 Mirae Asset Daewoo except as otherwise stated herein. 

 

Disclaimers 

This report is published by Mirae Asset Daewoo, a broker-dealer registered in the Republic of Indonesia and a member of the Indonesia Stock Exchange. 

Information and opinions contained herein have been compiled in good faith and from sources believed to be reliable, but such information has not been 

independently verified and Mirae Asset Daewoo 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 Indonesian language. In case of 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.  

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 Daewoo and its affiliates to registration or licensing requirements in any jurisdiction shall receive or make any use hereof. 

This report is for general information purposes only and it is not and shall not be construed as an offer or a solicitation of an offer to effect transactions in 

any securities or other financial instruments. The report does not constitute investment advice to any person and such person shall not be treated as a 

client of Mirae Asset Daewoo by virtue of receiving this report. This report does not take into account the particular investment objectives, financial 

situations, or needs of individual clients. The report is not to be relied upon in substitution for the exercise of independent judgment. Information and 

opinions contained herein are as of the date hereof and are subject to change without notice. The price and value of the investments referred to in this 

report and the income from them may depreciate or appreciate, and investors may incur losses on investments. Past performance is not a guide to future 

performance. Future returns are not guaranteed, and a loss of original capital may occur. Mirae Asset Daewoo, its affiliates and their directors, officers, 

employees and agents do not accept any liability for any loss arising out of the use hereof.  

Mirae Asset Daewoo may have issued other reports that are inconsistent with, and reach different conclusions from, the opinions presented in this report. 

The reports may reflect different assumptions, views and analytical methods of the analysts who prepared them. Mirae Asset Daewoo may make 

investment decisions that are inconsistent with the opinions and views expressed in this research report. Mirae Asset Daewoo, 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 Daewoo 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.  

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 Daewoo. 
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Inocycle Technology Group 

 

10 

November 18, 2019 

Mirae Asset Sekuritas Indonesia Research 

 

Distribution 

United Kingdom: This report is being distributed by Mirae Asset Securities (UK) 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 (USA) 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 Daewoo 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 (USA) 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 (HK) 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 Daewoo 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 Daewoo and its affiliates to any registration or licensing requirement within such jurisdiction. 
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