September 18, 2023 @) Maybank

Sekuritas Indonesia

Indonesia Cement POSITIVE
Good growth potential

Initiate with POSITIVE view; Top Pick SMGR Analysts

We initiate coverage of Indonesia’s cement sector with a POSITIVE view William Jefferson W

due to recovery in demand and turnaround in the local property sector in (62) 21 8066 8563

2022. We expect these factors will benefit both SMGR and INTP. We initiate william. jefferson@maybank.com

coverage of SMGR and INTP, based on target 7.9x and 10.2x FY23E
EV/EBITDA and 1.1x and 1.5x FY23E EV/ton target, which is within -1SD of
their 10-year mean. We like SMGR as a proxy to Indonesia’s cement sector
as it has the largest market share among cement producers with around
52% as of 7M23. We also like INTP due to its expansion into East Indonesia,
which should help increase its relatively low market share there.
Furthermore, INTP’s debt-free balance sheet allows it to benefit from the
current high interest rates. Risks to our call are a weakening economy,
political uncertainty ahead of the 14 Feb-24 presidential poll, and
regulatory changes to help combat global warming.
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Windfall from revival of the property market

The property market is one of the main drivers of the cement sector and
it has experienced significant revival since the onset of Covid-19 in 2020.
We believe this will trickle down into the cement sector and we forecast
domestic cement demand to reach 65/67.1/69.2m tonnes in FY23-25E as
a result of the high demand from the property sector. We also believe
SMGR’s market share will rebound from 48% in 2022 to 50% in FY23E and
stabilize at this level in FY24E/25E, while INTP’s share is projected to rise
to 28%/28%/29% in FY23E/24E/25E, respectively, from 25% in 2022.

Still room for growth

As Indonesia becomes the largest economy in Southeast Asia in 2022 we
expect government infrastructure and spending budgets to increase.
Currently, Indonesia is one of the largest cement consumers in the world,
but there is still room for growth when looking at per capita cement
consumption. As of 2020, the world average cement consumption was
around 549kg/per capita, while Indonesia’s is currently just 226kg/capita.
Furthermore, the government has increased its 2023-24 infrastructure
budget to IDR392t (+7.2% YoY) and IDR423t (+7.8% YoY), which we estimate
should represent 14.0% of total government expenditure.

Sales volume should increase in 2H23

Indonesia cement consumption is typically back-loaded wherein 2H
experiences a 28.1% HoH increase compared to 1H. We expect 2H23 to
have the same story as previous years where 2H experiences larger
demand compared to 1H. We expect 2H23 cement demand to reach 37.6m
tonnes (+37% HoH, +10.7% YoY), resulting in 2023 domestic cement
demand reaching 65.0m tonnes (+3% YoY).

Stock Bloomberg Mkt cap Rating Price TP Upside P/E (x) P/B (x) Div yld (%)
code (USD'm) (LC) (LC) (%) 23E 24E 23E 24E 23E 24E

Semen Indonesia SMGR 1J 2,718 Buy 7,000 8,600 25 15.9 13.3 1.1 1.0 3.1 3.8

Indocement INTP 1J 2,402 Buy 10,750 12,800 22 18.2 15.8 1.7 1.7 4.4 5.0
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1. Positive demand outlook

1.1 Property driving up cement demand

Housing remains the main driver of domestic cement demand. The number
of households has been steadily increasing in Indonesia, reaching 73.1m in
2021 from 69.5m in 2020. The rapid recovery of the property sector, helped
by the commodities boom in 2022, saw housing demand increasing
dramatically. Aggregate pre-sales by developers in our universe totaled
IDR23.5t in FY22, and we forecast the growth to continue up to IDR25.4t in
FY25E, implying a FY20-25E CAGR of 9.3%.

Fig 1: Number of households in Indonesia (m) Fig 2: Aggregate pre-sales of our property universe (IDR billion)
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Furthermore, a survey by Rumah.com in 2022 shows four out of five
respondents are looking to buy a house in the next year, indicating strong
demand in the property market in 2023 and 2024.

We believe developers’ strong pre-sales will trickle down into the cement
industry in Indonesia and we forecast cement demand of 65.0/67.1/69.2m

tonnes in Indonesia in 2023/24/25E, respectively.

Fig 3: Cement demand in Indonesia
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1.2 Government spending

Government spending was lower than expected in 1H23, but we believe it
will speed up in 2H23. Typically, government spending is followed by GDP
growth as these have a high correlation of 55.8 to domestic cement demand.
We also believe higher government spending should translate into higher
spending power, meaning more consumers may purchase tier-1 cement
products sold by INTP and SMGR.

Fig 4: Cement demand
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Fig 5: Government fiscal deficit
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As a result, we forecast SMGR and INTP to reach 32.2m (+7.5% YoY) and
18.3m (+18.2% YoY) tonnes of cement sales in FY23 respectively, implying
2H23 sales volume of 18.0m (+26% HoH, +13.6% YoY) and 10.8m (+44.0%
HoH, 28.2% YoY) tonnes.
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Fig 6: SMGR’s cement sales volume (tonnes)
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Fig 7: INTP’s cement sales volume (tonnes)
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1.3 Strong rebound after economic crises

Source: Company, Maybank IBG Research

The cement industry has gone through multiple economic crises in recent
decades, notably the 1998 economic collapse of Indonesia and the 2008
global financial crisis. However, we observed a trend whereby cement

consumption picks up quite dramatically after these events.

After the 1998 economic collapse, cement sales in Indonesia rebounded
from 19.1m to 30.2m tonnes in 2004, or at a 7-year CAGR of 7.9%, increasing
by more than 150% in the span of 7 years. Meanwhile, cement consumption
in 2008 surged from 38.1m tonnes to 60.5m tonnes in 2014, almost doubling

within several years.

Fig 8: Cement demand timeline in Indonesia
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Cement demand usually rebounds after setbacks due to economic crises.
Therefore, while cement demand dropped during Covid-19, we started to
see signs of recovery in July ‘23 (+9.7% MoM, +10.7% YoY) with consumption
recorded at 5.8m tonnes. Furthermore, we have a positive long-term
outlook as we forecast cement consumption to grow to 71.4m tonnes in
2026, based on our 4% FY20-26 CAGR forecast, due to the revival of the

economy as well as strong property sales.
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1.4 Plenty of room for growth in Indonesia for cement

The 2020 world average for per capita cement consumption was
549kg/capita, while South Asia averaged 358kg/capita. In comparison,
Indonesia currently is only at 226kg/capita, still behind the world’s and
South Asia’s average. As a comparison, for Indonesia to reach the average
cement consumption per capita, it would need to consume 98m tonnes of
cement in total each year. In 2022, Indonesia consumed 63m tonnes per
year.

Fig 9: Total and per capita cement consumption

Total cement

Area consumption (Mt) Per Capita Cement Consumption (kg)
Africa - north 96.2 394
Africa - east 39.2 88
Africa - central 10.1 58
Africa - west 58 145
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America - central 58.4 264
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Asia - total 2703.2 1202
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WORLD 4143.7 549

Source: The Global Cement Report, 14th Edition, Maybank IBG Research

Peer countries such as China, Singapore and Mexico are far ahead of
Indonesia in terms of this metric as well. This indicates the cement industry
in Indonesia is not yet at its full potential. As Indonesia becomes the largest
economy in Southeast Asia, we expect more infrastructure projects and
developments to follow suit, resulting in growing domestic cement demand.

Fig 10: Per capita cement consumption of peer countries
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1.5 Normalizing of infrastructure budget

The government has been slowly increasing its infrastructure budget again.
Shifting its focus from alleviation of economic pain caused by the pandemic,
the government has decided to increase its infrastructure budget by 7.2%
to IDR392t for 2023E and by 7.8% to IDR423t for 2024E. We expect the
cement sector to receive some windfall from this as a significant chunk of
cement demand comes from the building of infrastructure.

Fig 11: Indonesia’s infrastructure budget Fig 12: Infrastructure budget to total expenditure
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With progressive growth in Indonesia’s economy, we expect infrastructure
will be a key focus for the government in future. Projects to be built include
roads and bridges, harbors, airports, and many more. We expect the cement
sector to receive a windfall from this and experience an increase in demand.
We expect the allocation for infrastructure budget will rise to 14.0% of total
government expenditure in 23-24E from 11.8% in 2022.

Fig 13: Regulation No.9 of 2022 by the Coordinating Minister of the Economy

Sectors Number of Projects Location

1 Roads and bridges 53 Various
2 Harbours 21 Various
3 Airports 6 Papua and Java
. Sumatra, Sulawesi and

4 Railway 14 Java
5 Regional 10 Various
6 Housing 2 National
7 Dam and irrigation 55 Various
8 Water and sanitation 13 Java and Bali
9 Beach embankment 1 Java
10 Energy 20 Various
11 Education 1 Java
12 Tourism 1 Java
13 Plantation 1 Papua

Source: Ekon.go.id, Maybank IBG Research

1.6 Growing ex-Java demand

The ex-Java market for cement has been growing quite steadily over the
past few years, increasing from 43.4% YoY in 2015 to 48.8% YoY in 1H23 of
total cement consumption. We also saw ex-Java consistently outperforming
Java ever since 2018. We expect additional demand to be driven by areas
such as Sumatra, Kalimantan and Sulawesi.
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We believe this growing ex-Java demand will benefit SMGR and INTP as both
companies have the widest geographical coverage compared to other
smaller cement producers. We have seen INTP put more focus on East
Indonesia with its Maros operation (Semen Bosowa) in Sulawesi, which
increased its East Indonesia market share significantly.

Fig 14: Java vs ex-Java cement demand

Fig 15: Java vs ex-Java demand contribution

Sekuritas Indonesia

(m tonnes) Total Java = Total Outside Java (%) Total Java = Total Outside Java
80.0 100%
70.0 90%
60.0 8% 43.4% usex 5K 439 MA% 458%  46.8% 47.2% 488y
289 305 309 70%
50.0 : 287 305 5
25.8 283 B 29.6 60%
40.0 50%
30.0 40%
30% o 0
20.0 13.4 56.6% 54.4% 56.5% 56.1% 55.9% 54.2% % %
337 337 35 90 92 39 37 3, o % 53.2% 52.8% 5.2
10.
0.0 14.0 10%
0.0 0%
2015 2016 2017 2018 2019 2020 2021 2022 1HZ3 2015 2016 2017 2018 2019 2020 2021 2022  1H23
Source: Company, Maybank IBG Research Source: Company, Maybank IBG Research
Fig 16: Java vs ex-Java YoY growth Fig 17: Ex-Java demand growth per island vs Java
Total Java Total Outside Java Sumatera Kalimantan Sulawesi @ Java
15% 25.0%
9.5% 20.0%
10% \
11.1% 5.6% 6.3% 15.0%
5% 2.2% 10.0% ®
0.1% \ 1.3%
o ya 4.0% 5.0% °
% 2.3% R [ J
0.6% % 0.0% [ J ]
5% 7.0% 5.0% bd
-4.5%
-10.0%
-10%
-15.0% L
-15% A3.4% -20.0%
2016 2017 2018 2019 2020 2021 2022 16 17 18 19 20 21 22
Source: Company, Maybank IBG Research Source: Company, Maybank IBG Research
Fig 18: Nominal additional demand YoY Fig 19: Historical ex-Java demand
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1.7 Demand upside in 2H

Cement consumption is back-end-loaded in Indonesia, typically
experiencing a 5-year average increase of 29% HoH in 2H. This is true for
the companies under our coverage as well, with INTP experiencing a 5-year
average increase of 27% HoH and SMGR with 29% HoH.

Fig 20: Domestic cement consumption Fig 21: INTP’s domestic cement sales volume
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Fig 22: SMGR’s domestic cement sales volume
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Fig 23: % HoH cement sales volume

%HoH '18 %HoH 19 %HoH ‘20 %HoH ‘21 %HoH '22 5-year Average
SMGR 31.9% 47.4% 21.9% 24.1% 12.0% 27.5%
INTP 42.7% 47.4% 30.6% 22.8% 16.4% 32.0%
Market 31.3% 38.1% 31.4% 24.9% 15.7% 28.3%

Source: CEIC, Company, Maybank IBG Research

SMGR and INTP will benefit from this seasonality and experience the biggest
nominal increase as the two companies have the largest market share
among their competitors. We expect SMGR and INTP to achieve 18.0m (+14%
YoY) and 10.8m (+28% YoY) tonnes of cement sales in 2H23.
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In 2020, the government put a moratorium on additional cement capacity
in Indonesia. As a result, we expect the gap between demand and supply to
continue to narrow in the future, resulting in higher utilization rates for the
cement plants. The additional supply in 2024-2026E will come from cement
producers that were given the rights to produce before 2019 but have not

been producing and are expected to start producing in 2024.

Fig 24: Indonesia cement supply

Fig 25: Indonesia demand, supply and oversupply
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Fig 26: Demand vs supply growth

Source: Company, Maybank IBG Research

Fig 27: Utilization rate
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However, it is worth mentioning the addition of PT. Kobexindo Cement,
which adds 8m tonnes of cement production capacity per year, located in
Kalimantan. But Kobexindo has promised 90% of its 8m tonne capacity will
be put towards exports instead of fulfilling domestic demand. Aside from
the addition of Kobexindo’s capacity, we do not expect the government to
award any new cement production licenses. We expect domestic cement
capacity to remain at 123m tonnes p.a. for the foreseeable future.
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3. Additional tailwinds

3.1 Protected from volatile coal price movements

The cement industry requires a lot of heat in the production process, and
in turn, a lot of coal is consumed. In early 2022, the price of coal saw an
incredible jump with the low calorie value coal price reaching
USD123/tonne from USD65 in Dec ‘21. However, the cement industry was
given domestic market obligations (DMO) quotas by the government to help
control costs. This resulted in cement companies experiencing only minor
increases in their fuel and energy expenses, helping them to maintain
healthy margins even during unfavourable periods.

Fig 28: ICl4 coal price

(USD)
160

140
120
100
80
60
40
20

0
2018 2019 2020 2021 2022 2023

Source: Bloomberg, Maybank IBG Research

Fig 29: SMGR‘s fuel cost Fig 30: INTP‘s fuel cost
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We believe future surges in coal prices will not have a significant effect on
the cement sector as the Indonesian government will provide cement
producers with DMO quotas, helping them to contain coal costs.
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3.2

Attractive valuations, good entry point

INTP and SMGR are trading at cheap valuations compared to their historical
averages. INTP is trading at one standard deviation below its 6-year average
P/E. SMGR is trading at a significant discount to its 6-year average P/E.

EV/EBITDA also tells a similar story as both INTP and SMGR are trading at
one standard deviation below their 6-year averages. This relatively cheap
valuation provides a good entry point into the Indonesian cement sector.

& Maybank
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Fig 31: INTP - historical P/E Fig 32: INTP - historical EV/EBITDA
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Fig 33: SMGR - historical P/E Fig 34: SMGR - historical EV/EBITDA
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4. Financial analysis

We expect both INTP and SMGR to regain market share in 2023 through their
strong brand presence and increasing Ex-Java demand, primarily in East
Indonesia, such as Kalimantan, Sulawesi and Papua. We forecast INTP’s
market share to reach 29% (from 25% in FY22) and SMGR to increase to 50%
in FY26E (from 48% in FY22).

Fig 37: INTP’s market share Fig 38: SMGR’s market share
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Fig 39: INTP’s sales volume Fig 40: SMGR‘s sales volume
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As a result, we forecast INTP and SMGR’s revenue growth will be driven by
sales volume instead of aggressive ASP increases. We expect consolidated
revenue of INTP and SMGR to reach IDR57.2t/IDR60.3t/IDR63.2t in FY23-
25E, respectively, growing by 8.5%/5.4%/5.9% YoY.
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Fig 41: Sector aggregate revenue Fig 42: Sector aggregate net profit
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Meanwhile, we expect consolidated net profit to reach
IDR5.1t/IDR5.7t/IDR6.4t in FY23-25E, growing by 20.2%/13.2%/11.3% YoY in
FY23-25E, respectively. We forecast the larger net profit growth to be
driven by lower COGS and operating expenses, leading to higher margins for
both INTP and SMGR.
Fig 43: SMGR - revenue forecast Fig 44: SMGR - profit margins
(IDRb) Revenue (LHS) Growth (RHS) (%) Gross margin EBIT margin = Net margin
50,000 35% 35.0% s 3% 30y
45,000 41,678 43918 30% 30.4% 7 L 204% 293% 29.6%  29.7%
’ 40,368 39,559 ’ . 30.0% 28.6% e 2%
40,000 36,702 36,379 2%
35,172 , 20%
35,000 31.5% d 25.0%
30,688 5
30,000 27,814 15%
’ 10% 20.0% L.
25,000 . 15.6% 9 A%
’ 10.3% I ) 15.1% .
20,000 - N o 15.0% 143% 0 o B2% 133% B5%
, v 5 9.5y | 10.0%
15,000 -0.9% 5% 10.0% 2" 7.9% sy | Bax [B7E
10,000 10% 5.8% 5.9% 5.6y | 0-5%
5.0%
5,000 A5%
| Ll
0 -20% 0.0%

2017A 2018A 2019A 2020A 2021A 2022A 2023F 2024F 2025F

2017A  2018A 2019A 2020A 2021A 2022A 2023F 2024F 2025F

Source: Company, Maybank IBG Research

Fig 45: INTP - revenue forecast

Source: Company, Maybank IBG Research

Fig 46: INTP - profit margins
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We expect some margin expansion due to lower COGS and operating
expenses, resulting in a higher gross and EBIT margin. Meanwhile, we also
see net profit improving, driven by higher net finance income.
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Fig 47: SMGR - EBIT forecasts Fig 48: INTP - EBIT forecasts
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Fig 49: SMGR - net profit forecasts Fig 50: INTP - net profit forecasts
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We also expect net profit growth for both companies, driven by efficiency
gains in operations and a relatively low base from FY22. We forecast a FY20-
25E CAGR of 6.7% for consolidated net profit. Furthermore, the relatively
low debt of the companies under our coverage also means they have a
healthy balance sheet.
Fig 51: Debt to equity ratio of SMGR and INTP
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Fig 31

: INTP EV/EBITDA

Initiate sector coverage with POSITIVE view;
Top Picks SMGR and INTP

We initiate coverage of the Indonesian cement sector with a POSITIVE view.
Our Top Pick in the sector is SMGR. We like SMGR as it has around 50%
market share, making it a proxy to the recovering industry. In addition,
SMGR has good corporate strategies to boost sales. We also like INTP due to
its clean balance sheet and steadily growing market share in East Indonesia,
due to its Maros project.

We initiate coverage of SMGR with a TP of IDR8,600, implying 19.5x FY23E
P/E and based on 7.9x FY23E EV/EBITDA target and 1.1x FY23E EV/tonne
target (both valuation targets are within -1 SD of their 10-year mean). We
like SMGR as a leader in the cement industry. SMGR made many acquisitions
over the past five years and with no plans to make more acquisitions, it can
now focus on integrating these new companies and efficiency gains.

Furthermore, ongoing government projects such as IKN and the light rail
transits (LRTs) will benefit SMGR as it has the highest allocation of
government project quotas.

We initiate coverage of INTP with a TP of IDR12,800, implying 21.1x FY23E
P/E and based on 10.2x FY23E EV/EBITDA target and 1.5x FY23E EV/tonne
target (both valuation targets are within -1 SD of their 10-year mean). We
like INTP due to its clean balance sheet and being the second-largest
cement producer in Indonesia. We also like INTP due to its innovative
technology to increase use of alternative fuels, resulting in higher cost
efficiency gains.

We believe INTP’s Maros operation will result in steady growth in market
share in East Indonesia. Falling costs will also help INTP widen margins,
resulting in higher profits.

Fig 32: INTP EV/tonne
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Fig 33: SMGR - EV/EBITDA Fig 34: SMGR - EV/tonne
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Fig 52: Stock performance vs JCI
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6.

6.1

6.2

6.3

6.4

Risks to our views

Political uncertainty
With the 2024 general election to be held on 14 Feb, the extent of the

government’s focus on infrastructure remains uncertain. The impact on the
cement industry will depend on who is elected and the projects launched.

Weak appetite for home improvement
Home improvement is one of the sources of demand for the cement sector.

The upcoming elections might deter customers from making any large
purchases, resulting in a decrease in appetite for home improvements.

Economic uncertainties

A recession could dampen the growth potential of the cement industry in
Indonesia.

Carbon tax

The government is planning carbon trading and carbon tax. As cement
production emits a large amount of CO2, this might affect the profitability
of cement producers in Indonesia.

September 18, 2023
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The Empire strikes back

Initiate coverage of SMGR with IDR8,600 TP

We initiate coverage of Semen Indonesia (SMGR) with BUY and TP of
IDR8,600, based on a target FY23E EV/EBITDA of 7.9x, within -1SD of its
10-year mean. Our TP also implies 19.5x FY23E P/E. We believe SMGR’s
size and brand equity should put it ahead of the competition. We forecast

forecast opex-to-revenue to drop to 0.16x for all FY23E-25E from 0.17x in
FY22, resulting in a higher EBIT margin of 13.2%/13.3%/13.5% for
FY23E/24E/25E. Meanwhile, lower finance costs should result in higher net
margin of 7.5%/8.1%/8.7% for FY23-25E, respectively, from 6.5% for FY22.
However, we do not expect any major improvements in gross margin and
expect it to stabilize at 29.3%/29.6%/29.7% in FY23/24/25E.

Prime beneficiary of rising infrastructure budget

SMGR typically receives the highest allocation of government projects. We
expect SMGR to benefit from several governmental projects, such as Ibu
Kota Negara (IKN) and infrastructure construction. Furthermore, the
government has an infrastructure budget of IDR392t and IDR423t for 2023-
2024, increasing by +7.2% and +7.8% YoY, respectively. As a result, we
expect FY23E/24E/25E revenue to rise by 8.7%/5.4%/4.4% YoY to
IDR39.6t/41.7t/43.5t, respectively.

Maybank

Sekuritas Indonesia

BUY

Share Price IDR 7,000

12m Price Target IDR 8,600 (+25%)

Company Description

Semen Indonesia is a government-owned cement
company, which has the largest market share in
Indonesia.

FY23-25E revenue to grow by 8.7%/5.4%/4.4% YoY. We also forecast Statistics

attractive div. yields at 4.5/5.1/5.8% for FY23-25E, respectively. Risks to 52w high/low (IDR) 8,227/5,700
n our call include economic uncertainty, the 14 Feb-24 presidential election, 3m avg turnover (USDm) 4.5
I and the government’s carbon initiatives. Free float (%) 48.8
T . . Issued shares (m) 5,962
w bl
2 On the offensive to gain market share Market capitalisation DR 7T
= The acquisition of Semen Baturaja (SMBR) in 2022 and Holcim (SMCB) in UsD2.78B

2019 has increased SMGR’s market share from 38% pre-acquisition to 52% Major shareholders:

as of 7M23. With the acquisitions done, SMGR can now focus on integrating Indonesian government 51.2%

the two plants into its ecosystem to further enlarge its market share. We Price Performance

expect market share to consolidate at 49.5%, up +200bps from 47.5% in

FY22, and forecast SMGR’s sales volume to increase to 37.7/39.0/40.4m 10,000 [ 14

tonnes in FY23E/24E/25E from 35.2m tonnes in FY22. ] >

Margins are increasing 8,300 1 [

8,000 - - 105
We believe EBIT and net margin will expand due to economies of scale and 7,500 - L g5

7,000 - 85
6,500 - L 75
6,000 - ﬂ“\}& L 65

55

5,500 , , , , . . .
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~—Semen Indonesia - (LHS, IDR)

Semen Indonesia / Jakarta Composite Index - (RHS, %)
-1M -3M -12M
Absolute (%) 2 15 6
Relative to index (%) 1 11 11

Source: FactSet

FYE Dec (IDR b) FY21A FY22A FY23E FY24E FY25E

Revenue 36,702 36,379 39,559 41,678 43,518

EBITDA 8,660 7,890 8,135 8,557 8,914

Core net profit 2,047 2,365 2,974 3,549 4,075

Core EPS (IDR) 344 397 440 526 604

Core EPS growth (%) (27.0) 15.4 11.0 19.4 14.8

Net DPS (IDR) 188 172 220 263 302

Core P/E (x) 21.0 16.6 15.9 13.3 11.6

P/BV (x) 1.1 0.9 1.1 1.0 0.9

Net dividend yield (%) 2.6 2.6 3.1 3.8 4.3

ROAE (%) 5.5 5.8 6.8 7.7 8.3

ROAA (%) 2.5 2.9 3.5 4.2 4.9

EV/EBITDA (x) 7.2 6.5 7.0 6.3 5.7

Net gearing (%) (incl perps) 34.5 16.2 10.5 4.0 net cash ES G @
Consensus net profit - 2,726 3,273 3,604

MIBG vs. Consensus (%) - - 9.1 8.4 13.1 Tear Sheet Insert

William Jefferson W
william. jefferson@maybank.com
(62) 21 8066 8563

Jeffrosenberg Chenlim
Jeffrosenberg.lim@maybank.com
(62) 21 8066 8680
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Value Proposition

= The largest cement company, by sales volume and capacity,
in Indonesia. It had 52% market share by 7M23.

= The only cement company in Indonesia with diverse
operations on three main islands (Java, Sulawesi and
Sumatera).

= These diverse locations help SMGR to tap demand across the
country faster than competitors.

= Negatively impacted by industry oversupply and higher input
costs, lowering margins.

SMGR’s market share
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Source: Company, Maybank IBG Research

Financial Metrics

= Forecast revenue to increase, driven by sales volume
growth.

= Protected from volatile coal prices, resulting in stable gross
margins.

= Deleveraging trend leading to a healthier balance sheet and
allows SMGR to maintain above 25% dividend payout ratio.

SMGR'’s sales volume
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Price Drivers

Historical share price trend
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1. Earnings under pressure due to higher commodity prices
and IDR depreciation.

Better-than-expected results due to cost efficiencies.
Acquisition of SMCB.

Onset of Covid-19 pandemic.

Rising coal prices from commodity boom in FY22.

g N W N

Swing Factors
Upside

= Domestic demand recovery driven by the property sector
and other infrastructure projects.

= Major supply cuts by existing players, which will bring
supply and demand to a healthier level.

= Largest market share and geographical footprint amongst
all the cement producers in Indonesia.

Downside

= Not protected from the oversupply situation in the
cement industry.

= Price intervention by the government.

= Upcoming elections might hinder demand.

william. jefferson@maybank. comil
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Risk Rating & Score? 32.4

Score Momentum? -2.1

Last Updated 19 Apr 2023
Controversy Score? 1 - Operations incidents
(Updated: 19 Apr 2023)

=  SMGR has made considerable efforts to implement its Sustainable Development Goals (SDGs) since 2009. Within 10 years, SMGR
has made significant progress in reducing carbon emissions and increasing the use of alternative fuels, putting it on track to
achieving its targets in 2024. Its diverse presence across the country also helps to empower the local communities via its

partnership programmes, especially on the outer islands.

= Being an SOE, SMGR has higher requirements and responsibilities with regards to serving the local communities and conserving
the environment. This is demonstrated by its higher allocation to its CSR budget, of about 6% of its net profit (an average of

1.5% among its peers).

= Qverall, we believe SMGR’s significant efforts and commitment towards ESG initiatives will ensure the broad sustainability of
its business as the nation’s largest cement company with market share of ¢.53% in 2019, post-acquisition of Holcim Indonesia

(SMCB 1J).

Material E issues

= In 2018, SMGR obtained 14001 ISO certification. This is an
international standard that requires a structured-
management approach towards environment sustainability.

=  SMGR has managed to reduce its carbon emission by 17%, to
590kg CO2/tonne cement compared to 708kg CO2/tonne in
2010.

= Numerous initiatives have been implemented to conserve
the natural environment through more environmentally-
friendly mining, with greenbelt areas surrounding the mine
and reclamation and revegetation of post-mine sites. SMGR
also uses industrial waste and biomass as alternative fuels
and is also pursuing efficiencies in water usage and
conservation of flora and fauna in the post-mine areas,
which are repurposed for agriculture and aquaculture.

Material S issues

= Due to the nature of the cement business, most employees
are male (88% in 2022). There were no reports of employees
being paid below the minimum wage.

= With strong enforcement of health and worker safety
awareness, SMGR reported a consistent decline in in lost
time injury frequency rate , to 0.21 in 2022, from 1.28 in
2018.

=  Within 10 years of its implementation, 73,000 people
receive benefits of its partnership programme in cement
distribution. The programme helps to empower local
communities in entrepreneurial development.

= As one of the realisations of its commitment in its SDGs,
SMGR allocated IDR110b for its CSR programme in 2022
(4.7% of FY19 net profit). The programme involves local
communities.

Key G metrics and issues

= Being an SoE, SMGR belongs to the Government of
Indonesia (Gol), which directly owns SMGR via 1,000 series
A shares and controls 51.01% of series B shares.

= Through the series-A shares, the Gol has four main
authorities, namely: (1) appointment of the Board of
Commissioners (BoC) and the Board of Directors (BoD); (2)
change of capital structure and use of profits; (3) change
of articles of associations; and (4) M&A and divestments.

= The BoC consists of eight members, with one female
(12.5%). There are two independent commissioners on the
board.

= The BoD consists of six members, all of whom are male.

= Every year, there is a minimum of two meetings, namely
the BoC meeting and the BoC coordination meeting with
the BoD. In 2022, there were 12 joint meetings of the BoC
and BoD.

= The total remuneration for the BoC and BoD was c.4.5% of
SMGR’s FY22 net profit. This is relatively in line with peers’
average.

= Inits 2019 AGM, SMGR changed its external auditor to PWC,
from Deloitte. The reason why SMGR replaced its external
auditor to PWC was not disclosed.

= According to local media reports, the Corruption
Eradication Committee is investigating a corruption case
at Perusahaan Gas Negara (PGAS 1J), when SMGR’s current
CEO, Mr. Hendi Prio Santoso, was serving as CEO. He was
re-appointed as SMGR’s CEO at the AGM in May’20.

= For the first time in history in Jan’15, President Joko
Widodo instructed all SOE cement producers to cut
cement prices.

= In 2019, SMGR completed the acquisition of 80.6% stake in
Holcim Indonesia (SMCB 1J) from LafargeHolcim for an
enterprise value of USD1.75b. For the acquisition, SMGR
secured an USD1.28b syndicate loan. SMCB is the third
largest cement producer in the country, with c.14% market
share (based on capacity). The transaction implies
EV/capacity of USD117/tonne, which is similar to SMGR’s
valuation. Post the acquisition, SMGR’s domestic cement
market share increased to c.53% from 38%.

1Risk Rating & Score - derived by Sustainalytics and assesses the company’s exposure to unmanaged ESG risks. Scores range between 0 - 50 in order of increasing
severity with low/high scores & ratings representing negligible/significant risk to the company’s enterprise value, respectively, from ESG-driven financial impacts. 2Score
Momentum - indicates changes to the company's score since the last update - a negative integer indicates a company’s improving risk score; a positive integer indicates
a deterioration. 3Controversy Score - reported periodically by Sustainalytics in the event of material ESG-related incident(s), with the impact severity scores of these
events ranging from Category 0-5 (0 - no reports; 1 - negligible risks; ...; 5 - poses serious risks & indicative of potential structural deficiencies at the company).
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1. Investment thesis

1.1 Market share recovery

SMGR gained significant market share in early 2023. This was done through
leveraging strong brand equity, promotions, and good pricing strategies. We
expect SMGR to maintain this position and consolidate market share at 49%
for the rest of the year. With the growing cement industry in Indonesia, we
expect the 49% market share to translate into 6.2% sales volume growth to
37.4m tonnes in FY23E.

Fig 1: SMGR - historical monthly market share Fig 2: SMGR - market share forecasts
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Meanwhile, we also expect this growth to continue onwards to 49.5% and
49.8% in FY24-25E, resulting in a 4.3% and 3.0% increase in sales volume to
39m and 40.5m tonnes.

Fig 3: SMGR - sales volume
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1.2 Margin expansion

SMGR was impacted only slightly by the increase in coal prices in FY22 as it
receives 100% allocation of domestic market obligation (DMO) priced coal
resource. With other costs being somewhat stagnant, we do not expect any
major improvements in gross margin. However, we expect higher EBIT and
net margins.
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Fig 4: SMGR - gross margin Fig 5: SMGR - debt-to-equity ratio (DER)
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As competition is abating and volume starts to recover, we expect SMGR
going forward will be able to maintain a stable level of SG&A as % of revenue,
resulting in a 13.1%/13.4%/13.6% EBIT margin in FY23E-25E. Meanwhile,
with no major capex planned for the near future, we expect improving
debt-to-equity (DER) ratio will steadily reduce financing cost. We expect
the ratio of finance cost as % of EBIT to drop from 31% in FY22 to
22%/19%/13% in FY23-25E. This should result in a higher net margin of
7.4%/8.1%/8.9%, recovering from 6.5% in FY22.
Fig 6: SMGR - EBIT margin Fig 7: SMGR - net margin
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Fig 8: SMGR - SG&A cost

Fig 9: SMGR - finance cost

@ Maybank
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1.3

Primary beneficiary of government projects

Source: Company, Maybank IBG Research

SMGR receives the largest amount of quota for governmental projects, such
as IKN and other infrastructure construction. We believe SMGR has a ‘safety
net’ to its sales volume due to this. Moreover, we have seen the government
continuously putting emphasis on infrastructure in Indonesia. In 2022, the
government allocated IDR365.8t for infrastructure, accounting for 11.8% of
government expenditure. The government has increased this to IDR392.0t

and IDR422.7t for FY23-24E.

Fig 1: Indonesia’s infrastructure budget

Fig 2: Infrastructure budget to total government expenditure
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Source: Company, Maybank IBG Research

With support from the government, we expect SMGR to experience revenue
growth of 7.9%/6.2%/4.8% YoY for FY23E-25E respectively, driven by
sustained sales volume growth instead of ASP increases.
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Fig 3: SMGR - revenue

Fig 4: SMGR - sales volume

@ Maybank
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Fig 5: Regulation No.9 of 2022 by the Coordinating Minister of the Economy
Sectors Number of projects Location
1 Roads and bridges 53 Various
2 Harbour 21 Various
3 Airports 6 Papua and Java
4 Railway 14 Sumatra, Sulawesi and Java
5 Regional 10 Various
6 Housing 2 National
7 Dam and irrigation 55 Various
8 Water and sanitation 13 Java and Bali
9 Beach embankment 1 Java
10 Energy 20 Various
11 Education 1 Java
12 Tourism 1 Java
13 Plantation 1 Papua
Source: Maybank IBG Research
1.4 Expecting demand to recover in 2H23
We observe seasonality in the cement sector wherein the past 5 years, 2H
consumption averaged 56% of total full-year consumption. This is also true
for SMGR as 56% of sales volume came in the 2H.
Fig 15: SMGR - sales volume seasonality Fig 16: SMGR - sales volume contribution
(tons) 1H = 2H 1H m2H
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Source: Company, Maybank IBG Research

As a result, we expect the second half recovery to benefit SMGR and expect
domestic cement sales to reach 32.2m tonnes this year, or an additional
17.9m tonnes in FY23E from 14.2m tonnes in 1H23.
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1.5 Continuous balance sheet deleveraging

After a period of inorganic growth over the past few years, we expect SMGR
to focus on integrating its acquisitions into its large ecosystem. We do not
expect any further acquisitions and instead SMGR should start paying off its
debt. We expect gross debt-to-equity ratio (DER) to trend downwards,
pointing to a healthier balance sheet where we forecast gross DER to reach
0.31/0.23/0.12 in FY23-25E respectively.

Fig 17: SMGR - gross DER Fig 18: SMGR - net DER
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Source: Company, Maybank IBG Research Source: Company, Maybank IBG Research

Meanwhile, with its debt continuously dropping, we believe SMGR’s net DER
to continue falling until ultimately becoming a net cash company by 2025E
with a net DER of -0.03.
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2. Financial analysis

We expect revenue to continue growing, driven by increasing sales volume
due to SMGR’s growing market share rather than ASP increases. As a result,
we do not expect gross margin to expand. However, lower SG&A cost and
finance cost should result in higher EBIT margin and net margin. We believe
growing profitability to be sustained for the foreseeable future and expect
an earnings CAGR of 6.7% for FY20-25E.

Fig 19: SMGR - revenue forecasts Fig 20: SMGR - EBIT forecasts
(IDRb) Revenue (LHS) Growth (RHS) (%) (IDRb) EBIT (LHS) Growth (RHS) (%)
50,000 35% 7,000 100%
43,518 30y 6,093
4,000 40,368 559 41678 . 6,000 5,653 5,573 %07 80%
40,000 36,702 36.379 25% 5,236 5,214 °
ey 372 ’ 20% 5 000 G778 4569
35,000 30,68 . ’ ’ 60%
30,000 27,814 15%
’ 10% 4,000
25,000 5 5 40%
20,000 W 8.7% 5% 3,000 2,633
) 4.4% SA% A4 0% 20%
15,000 0.9% 5% 2,000
10,000 10% % 14.1%
10% 1,000 2 69% 6.0% 0%
5,000 n - -15%
0 &l 20% 0 7.2%  -1.4% - 20%
2017A 2018A 2019A 2020A 2021A 2022A 2023F 2024F 2025F 2017A 2018A 2019A 2020A 2021A 2022A 2023F 2024F 2025F
Source: Company, Maybank IBG Research Source: Company, Maybank IBG Research
Fig 21: SMGR - net profit forecasts Fig 22: SMGR - margins
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Fig 23: SMGR - cost structure Fig 24: SMGR - operating expense structure
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3. Valuation

We initiate coverage of Semen Indonesia (SMGR 1J) with BUY and IDR8,600
TP, implying 19.5x FY23E P/E. We set our target price based on FY23E
EV/EBITDA target of 7.9x, within -1SD of its 10-year mean. We also base the
valuation on its FY23E EV/tonne of 1.1x, within -1SD of its 10-year mean.
We believe SMGR is trading at a significant discount to its historical value
and this period provides a good entry point into the proxy of the cement

sector.

Fig 25: SMGR - EV/EBITDA Fig 26: SMGR - EV/tonne
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Fig 27: SMGR - foreign ownership vs local ownership
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4.1

4.2

4.3

4.4

Risks

Less appetite for home improvements
Home improvement is one of the sources of demand for cement. The

upcoming elections might deter customers from making any large purchases,
resulting in a worsening in sentiment for home improvements.

Economic uncertainties

A recession may dampen growth potential of the cement industry in
Indonesia.

Carbon initiatives

The government is planning carbon trading and carbon tax initiatives. As
cement production emits large amounts of CO2 emissions, this might affect
the profitability of cement players in Indonesia.

Political uncertainty

With the 2024 elections approaching, the extent of the government’s focus
on infrastructure remains uncertain. The impact on the industry will depend
on who is elected, and the projects that will be launched.

September 18, 2023
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FYE 31 Dec FY21A FY22A FY23E FY24E FY25E
Key Metrics

P/E (reported) (x) 27.9 17.5 15.9 13.3 11.6
Core P/E (x) 21.0 16.6 15.9 13.3 11.6
P/BV (x) 1.1 0.9 1.1 1.0 0.9
P/NTA (x) nm nm nm nm nm
Net dividend yield (%) 2.6 2.6 3.1 3.8 4.3
FCF yield (%) 0.0 0.0 0.0 0.0 0.0
EV/EBITDA (x) 7.2 6.5 7.0 6.3 5.7
EV/EBIT (x) 11.9 11.2 10.9 9.7 8.6
INCOME STATEMENT (IDR b)

Revenue 36,702.3 36,378.6 39,559.1 41,677.9 43,517.6
EBITDA 8,659.6 7,890.4 8,134.9 8,557.3 8,913.6
Depreciation (3,423.5) (3,321.2) (2,927.7) (3,004.3) (3,038.7)
Amortisation 0.0 0.0 0.0 0.0 0.0
EBIT 5,236.1 4,569.1 5,207.1 5,553.1 5,874.9
Net interest income /(exp) (1,637.1) (1,328.8) (1,050.9) (807.1) (392.6)
Associates & JV (32.7) 2.4 (16.7) (20.3) (24.1)
Exceptionals 0.0 0.0 0.0 0.0 0.0
Other pretax income (28.3) 56.3 56.3 56.3 56.3
Pretax profit 3,538.0 3,299.0 4,195.9 4,782.0 5,514.6
Income tax (1,420.5) (799.8) (1,087.7) (1,098.3) (1,305.5)
Minorities (70.5) (134.2) (134.2) (134.2) (134.2)
Discontinued operations 0.0 0.0 0.0 0.0 0.0
Reported net profit 2,046.9 2,365.0 2,973.9 3,549.5 4,074.8
Core net profit 2,046.9 2,365.0 2,973.9 3,549.5 4,074.8
BALANCE SHEET (IDR b)

Cash & Short Term Investments 2,955.0 6,007.3 8,488.7 9,068.4 7,025.8
Accounts receivable 5,690.9 5,521.3 6,004.1 6,325.6 6,604.9
Inventory 4,547.8 4,848.5 5,610.2 5,321.9 5,584.3
Property, Plant & Equip (net) 58,839.1 57,806.0 57,072.6 56,277.2 55,419.8
Intangible assets 2,500.6 2,498.3 2,337.3 2,161.9 2,014.0
Investment in Associates & JVs 0.0 0.0 0.0 0.0 0.0
Other assets 7,233.0 6,278.6 5,284.5 5,881.1 5,900.0
Total assets 81,766.3 82,960.0 84,797.4 85,036.0 82,548.8
ST interest bearing debt 3,564.7 998.6 998.6 4,362.6 1,289.5
Accounts payable 7,855.3 8,095.9 8,423.1 8,838.4 9,214.7
LT interest bearing debt 14,171.5 12,668.6 12,686.6 6,789.0 4,464.6
Other liabilities 13,300.0 13,957.0 13,426.0 12,773.0 13,135.0
Total Liabilities 38,891.3 35,720.7 35,534.1 32,763.3 28,103.7
Shareholders Equity 38,513.5 42,748.2 44,772.2 47,781.6 49,953.9
Minority Interest 4,361.5 4,491.1 4,491.1 4,491.1 4,491.1
Total shareholder equity 42,875.0 47,239.4 49,263.3 52,272.8 54,445.1
Total liabilities and equity 81,766.3 82,960.0 84,797.4 85,036.0 82,548.8
CASH FLOW (IDR b)

Pretax profit 3,538.0 3,299.0 4,195.9 4,782.0 5,514.6
Depreciation & amortisation 3,423.5 3,321.2 2,927.7 3,004.3 3,038.7
Adj net interest (income)/exp 1,637.1 1,328.8 1,050.9 807.1 392.6
Change in working capital 2,074.7 (1,212.3) (504.4) 3,208.4 (3,253.2)
Cash taxes paid (1,227.9) (1,035.8) (1,087.7) (1,098.3) (1,305.5)
Other operating cash flow 0.0 0.0 0.0 0.0 0.0
Cash flow from operations 8,504.6 7,312.6 6,701.2 7,395.1 7,485.1
Capex (1,738.7) (1,838.8) (1,700.0) (1,700.0) (1,700.0)
Free cash flow 6,765.9 5,473.8 5,001.2 5,695.1 5,785.1
Dividends paid (1,116.9) (1,024.1) (1,487.0) (1,774.7) (2,037.4)
Equity raised / (purchased) 0.0 0.0 0.0 0.0 0.0
Change in Debt 0.0 0.0 0.0 0.0 0.0
Other invest/financing cash flow (5,963.1) (1,397.4) (3,584.5) (6,204.6) (1,217.1)
Effect of exch rate changes 0.0 0.0 0.0 0.0 0.0
Net cash flow (314.2) 3,052.3 (70.2) (2,284.3) 2,530.6
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FYE 31 Dec FY21A FY22A FY23E FY24E FY25E
Key Ratios

Growth ratios (%)

Revenue growth 4.4 (0.9) 8.7 5.4 4.4
EBITDA growth (4.5) (8.9) 3.1 5.2 4.2
EBIT growth (12.7) 14.0 6.6 5.8
Pretax growth 1.4 (6.8) 27.2 14.0 15.3
Reported net profit growth (26.7) 15.5 25.7 19.4 14.8
Core net profit growth (26.7) 15.5 25.7 19.4 14.8
Profitability ratios (%)

EBITDA margin 23.6 21.7 20.6 20.5 20.5
EBIT margin 14.3 12.6 13.2 13.3 13.5
Pretax profit margin 9.6 9.1 10.6 11.5 12.7
Payout ratio 54.6 43.3 50.0 50.0 50.0
DuPont analysis

Net profit margin (%) 5.6 6.5 7.5 8.5 9.4
Revenue/Assets (x) 0.4 0.4 0.5 0.5 0.5
Assets/Equity (x) 2.1 1.9 1.9 1.8 1.7
ROAE (%) 5.5 5.8 6.8 7.7 8.3
ROAA (%) 2.5 2.9 3.5 4.2 4.9
Liquidity & Efficiency

Cash conversion cycle 19.6 9.6 13.4 14.4 11.4
Days receivable outstanding 57.0 55.5 52.4 53.2 53.5
Days inventory outstanding 66.2 65.8 67.4 67.1 64.2
Days payables outstanding 103.6 11.7 106.4 105.9 106.3
Dividend cover (x) 1.8 2.3 2.0 2.0 2.0
Current ratio (x) 1.1 1.4 1.7 1.4 1.5
Leverage & Expense Analysis

Asset/Liability (x) 2.1 2.3 2.4 2.6 2.9
Net gearing (%) (incl perps) 34.5 16.2 10.5 4.0 net cash
Net gearing (%) (excl. perps) 34.5 16.2 10.5 4.0 net cash
Net interest cover (x) 3.2 3.4 5.0 6.9 15.0
Debt/EBITDA (x) 2.0 1.7 1.7 1.3 0.6
Capex/revenue (%) 4.7 5.1 4.3 4.1 3.9
Net debt/ (net cash) 14,781.3 7,659.9 5,196.6 2,083.3 (1,271.8)

Source: Company; Maybank IBG Research
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Indocement nte )

Recapturing market share

Initiate with BUY and IDR12,800 TP

We initiate coverage of Indocement (INTP 1J) with a BUY and a TP of
IDR12,800 TP, implying 21.1x FY23E P/E, based on 10.2x FY23E EV/EBITDA
target, within -1 SD of its 10-year mean. Our valuation is also derived from
a 1.5x FY23E EV/ton target, within -1 SD of its 10-year mean. We like INTP
due to its growing market share and efficient operations. Furthermore,
the Maros operation provides a great passage for INTP to capture the East
Indonesia market which is largely untouched. Moreover, we forecast INTP
to have attractive div. yields at 4.4/4.9/6.6% in FY23-25E. Risks to our call
include economic uncertainty, the 14 Feb-24 presidential election, and the
government’s carbon initiatives.

Revenue on the rise

Having successfully recaptured its market share in 2023 by employing good
marketing strategies and utilizing its Maros operation, we expect INTP to
maintain this form and retain a market share above 28% mark (vs. 24.6%
in FY22). As a result, we expect INTP to sell 18.3/19.0/19.7m tons of
cement in FY23E/24E/25E. Meanwhile, we project revenue to reach
IDR17.7t/18.6t/19.7t in FY23E/24E/25E as a result of sales volume
growth, which implies revenue growth of 8.1%/5.6%/5.9% in FY23-25E,
respectively.

Revenue growth to outpace cost growth; margins rise

We expect margins to expand as we believe revenue growth will outpace
cost growth due to INTP procuring almost 100% of its coal at domestic
market obligation (DMO) prices. While we project COGS to rise by around
5.3%/3.2%/3.2% in FY23E/24E/25E, this should be outpaced by our
respective rapid revenue growth forecasts of 8.1%/5.6%/5.9%. As a result,
we expect gross margin to expand to 33.3%/34.8%/36.4% in FY23-25E from
31.5% in FY22.

Rising interest rates to benefit INTP

The current high interest environment is weighing on companies with high-
debt, but INTP has been able to cruise through. With no debt, INTP can
now benefit from high time-deposit rates, sharply lifting its net finance
income. We expect INTP to earn IDR314b/329b/346b from finance income
in FY23E/24E/25E, increasing by +200% YoY from 2022’s IDR104b, helping
drive net income up to IDR2.0t/2.3t/2.6t in FY23E/24E/25E respectively.

FYE Dec (IDR b) FY21A FY22A FY23E FY24E FY25E
Revenue 14,772 16,328 17,650 18,639 19,746
EBITDA 3,161 3,037 3,517 3,962 4,295
Core net profit 1,788 1,842 2,032 2,336 2,614
Core EPS (IDR) 490 532 592 681 762
Core EPS growth (%) (0.1) 8.5 11.3 15.0 11.9
Net DPS (IDR) 502 415 477 533 710
Core P/E (x) 24.7 18.6 18.2 15.8 14.1
P/BV (x) 2.1 1.8 1.7 1.7 1.6
Net dividend yield (%) 4.2 4.2 4.4 5.0 6.6
ROAE (%) 8.4 9.2 10.0 10.9 11.8
ROAA (%) 6.7 71 7.7 8.6 9.4
EV/EBITDA (x) 12.0 9.8 9.0 7.8 7.0
Net gearing (%) (incl perps) net cash net cash net cash net cash net cash
Consensus net profit - - 2,050 2,302 2,651
MIBG vs. Consensus (%) (0.9) 1.5 (1.4)

William Jefferson W
william. jefferson@maybank.com

(62) 21 8066 8563 (62) 21 8066 8680
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BUY

Share Price IDR 10,750

12m Price Target IDR 12,800 (+22%)

Company Description

Indocement is the second largest cement company in
Indonesia in terms of capacity, production, and
market share.

Statistics
52w high/low (IDR) 11,700/9,050
3m avg turnover (USDm) 2.1
Free float (%) 42.2
Issued shares (m) 3,431
Market capitalisation IDR36.9T
UsD2.4B
Major shareholders:
Birchwood Omnia 51.0%
Treasury 6.8%
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Indocement

Value Proposition

The second-largest cement company, based on production
volume, in Indonesia with 24.6% market share in 2022.

The largest cement company in West Java, which has the
largest market share of domestic cement consumption in

Indonesia.

= [NTP is not free from the negative impact of oversupply in
the domestic industry, putting pressure on margins and

profitability.

= Cost efficiency and segment focus are key to maintaining

margins, and so far, INTP has been able to do this.

INTP - market share
30.0%
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28.0%
27.0%
26.0%
25.0%

27.4% 26.9%

24.0%
0% 25.4%

24.6%
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22.0%
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Source: Company, Maybank IBG Research

Financial Metrics

= We project sustained top-line growth in FY23-25E, driven by

higher sales volume.

= Debt free balance sheet provides advantage in high-interest

rate environment.

= Strong net cash position allows for high dividend payout ratio

(DPR).

INTP - revenue
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Price Drivers

Historical share price trend

25,000 450%

20,000 350%
300%
15,000

’ q 250%
10,000 200%
150%
5,000 100%

50%

0 0%

Jan-17 Jan-18 Jan-19 Jan-20 Jan-21 Jan-22 Jan-23

INTP (LHS) INTP / JCI (RHS,%)

Source: Company, Maybank IBG Research

o

8.
9.

Domestic demand started to show improvement

Higher commodity prices and IDR depreciation put
pressure on earnings.

Weak demand due to elections.

Onset of Covid-19 pandemic.

10. Increasing market share in early 2023.

Swing Factors

Upside

High single-digit growth due to revival of the property
sector.

Increasing utilisation due to restricted increase of supply.
High interest rate environment to expand finance income.

Downside

Continued oversupply in the market.
Price intervention by government.
Upcoming presidential election may slow demand.

william.jefferson@maybank.comiE
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ESG@

william.jefferson@maybank.com

Business Model & Industry Issues

@ Maybank
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Risk Rating & Score? 29.8

Score Momentum? +0.1

Last Updated 13 Apr 2023

Controversy Score? 0 - No evidence of
controversies

= We think INTP has put serious effort into tackling ESG issues not only by putting the right policies in place but also by continuously
reducing emissions and consumption of fossil fuels and replacing them with alternative ones. For the latter, INTP has also
engaged the surrounding community via community development programmes.

= On the governance front, we notice that INTP is planning to go beyond requirements by adopting higher and internationally
recognised standards. For instance, the statutory minimum number of independent commissioners is 33% of total, but the higher

standard suggests 50%.

= Overall, we think serious ESG efforts, along with INTP’s robust balance sheet and strong cash flows should provide limited

downside to valuations.

Material E issues

= Majority of INTP’s main process filters are electrostatic
precipitators (ESP), which is an older technology with
higher particle emissions. INTP has a master plan to reduce
dust emission by converting ESP to Fabric Bag house filters
by 2022.

= Four out of nine factories have implemented online real-
time emissions monitoring, directly connected to the
Ministry of Environment and Forestry. The ministry has
appointed INTP as a role model on this front.

= Proportion of fossil fuels to total fuels has decreased to 93%
from 2015’s 98% and is replaced by alternative fuels.

= INTP has received ISO 14001:2015 on Environment
Management System. In 2019, its Citeureup, Cirebon, and
Tarjun factories received Green Industry Certificate from
the Ministry of Industry. The Cirebon factory has also
managed to get Green PROPER designation, which indicates
its environmental management exceeds requirements.

Material S issues

= BoD set up two committees on safety and ethics to help it
make Occupational Health & Safety and Environment
policies and implement a Code of Conduct. It also has
policies in place on gratification, anti-corruption, and
whistleblowing.

= [INTP engages the community at every plant. In 2017-19 it
developed 293 ‘local heroes’, c. 7.8% of INTP’s workforce.

= At the end of 2019, most employees (94%) were male due
to the physical nature of the cement business. No reports
of below minimum wage payments.

= Number of work accidents reached 22 in 2019, down from
2018’s 42 and 2017’s 45.

= [INTP allocated 1.1-1.8% of net profit in the past two years
to community development funds.

= [INTP has certification on Occupational Health and Safety
Management System from the Ministry of Manpower.

Key G metrics and issues

Until the end of 2019, INTP had performed assessment of
GCG implementation for the Board of Commissioners and
(BoC) and Board of Directors (BoD) conducted by the
Indonesian Institute for Corporate Directorship (IICD). The
assessment is based on the criteria set by the ASEAN
Corporate Governance Scorecard (ACGS). The scoresheet
suggests 80% of INTP’s GCG practices have been following
the criteria.

BoD runs day-to-day operations of the company. It consists
of seven members (all male).

BoC supervises the BoD’s activities and consists of seven
members (all male). Three of them (43%) are independent
commissioners. There is no BoD member sitting in the BoC
and the other way around. In performing its functions,
duties, and responsibilities, the BoC is assisted by Audit
Committee and Nomination and Remuneration Committee.
No disclosure on shares of the BoC and BoD members’ in
the company.

In 2022 total remuneration of the BoC and BoD was
IDR78.8b (c.4.3% of net profit), increasing 3.8% from
IDR75.9b in 2021. The remuneration consists of salary,
allowances, and facilities, but there is no percentage
breakdown of each component.

There was no material related party transactions that were
negative to minority interests in the past. INTP did not
have any major M&A deals in the past 10 years.

Ernst & Young has been the auditor of the company for
more than 10 years.

1Risk Rating & Score - derived by Sustainalytics and assesses the company’s exposure to unmanaged ESG risks. Scores range between 0 - 50 in order of increasing
severity with low/high scores & ratings representing negligible/significant risk to the company’s enterprise value, respectively, from ESG-driven financial impacts. 2Score
Momentum - indicates changes to the company's score since the last update - a negative integer indicates a company’s improving risk score; a positive integer indicates
a deterioration. 3Controversy Score - reported periodically by Sustainalytics in the event of material ESG-related incident(s), with the impact severity scores of these
events ranging from Category 0-5 (0 - no reports; 1 - negligible risks; ...; 5 - poses serious risks & indicative of potential structural deficiencies at the company).
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5.1

Investment thesis

Positive sales volume outlook

As of 7M23, INTP’s market share sits at 27.6% (vs. 24.9% in 7M22) and we
believe it will strengthen to 28%/28%/29% in FY23E-25E (vs. 24.6% in FY22).
We expect growth to come from ex-Java (21.0% in 7M23 vs 14.7% in 7M22),
helped by its Maros operations which allows it more efficient access to East
Indonesia. Furthermore, INTP’s strong brand and good pricing strategies
have enabled it to maintain its Java market share at around 34.0% in

July ’23.

Fig 6: INTP - Indonesia market share

Fig 7: INTP - Java market share

& Maybank

Sekuritas Indonesia
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Fig 3: INTP - ex-Java market share Fig 4: INTP - historic Java vs ex-Java market share
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Source: Company, ASI, Maybank IBG Research Source: Company, ASI, Maybank IBG Research
We expect this market share growth to translate into 8.1%/5.6%/5.9%
revenue growth for FY23E-25E. We believe revenue growth will mainly be
driven by sales volume instead of any ASP increases as the competitive
landscape in the cement industry in Indonesia does not allow for any
aggressive price hikes.
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Fig 5: INTP - sales volume Fig 6: INTP - revenue
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5.2 Revenue growth outpaces cost growth; margin growth
INTP has been able to secure almost 100% of its coal cost at DMO prices,
additionally we also expect packing cost to be maintained. As a result, we
expect total COGS to grow 5.3% in FY23E, outpaced by its revenue growth
of 8.1%. We expect this revenue and cost growth trend to continue to FY24-
25E, resulting in increasing gross margins for the next three years.
Fig 7: INTP - revenue vs COGS growth Fig 8: INTP - COGS
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Fig 9: INTP - FY23E cost structure Fig 10: INTP - profitability margins
Gross margin EBIT margin m Net margin
40.0%
% 36.4%
‘ o 347% sy 0% s 133y 8%
35.0% T
= Raw materials 30.0% 28.8%
Direct Labor 25.0%
Fuel and energy
20.0%  13.4% o, 15.8%
= Transportation 125% B8 12.9% g4y f3ey  14.8%

956 e Others 15.0% 12.9% 4 g 1155 1278 12.4% | {q 3y | d1.8% | f26% 13.0%

5,367 10.0% 7.5%
5.0% I
0.0%

2017A  2018A 2019A 2020A 2021A 2022A 2023F 2024F 2025F

Source: Company, Maybank IBG Research Source: Company, Maybank IBG Research

September 18, 2023 35



Indocement

As a result, we forecast gross margins to increase in FY23-25E to
33.3%/34.8%/36.4% from 31.5% in FY22. Meanwhile, we expect this
expansion to trickle down to EBIT level with a +271/+102/+97 bps increase
in EBIT margins to 13.8%/14.8%/15.8% in FY23-25E.

@ Maybank

Sekuritas Indonesia

5.3 Benefitting from high interest rates
As INTP does not have any interest-bearing debt, its finance cost is largely
unaffected by the current high interest rate environment. Instead, INTP is
benefitting from higher-than-normal time deposit rates. Historical time
deposit rates jumped to 4.75% in Aug ‘23 from 3.50% in Dec ‘22 for amounts
above IDR250m with a 12m tenor.
Fig 11: INTP - finance income Fig 12: Time deposit rates
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Fig 13: INTP - finance income to cash Fig 14: INTP - finance income
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We believe the level of finance income to cash will jump to 7.2%/6.8%/4.6%
in FY23E-25E from a 5-year low of 2.3% in FY22. As a result, we expect
finance income to surge 225% in FY23E to IDR339b. We believe this will help
INTP’s earnings growth which we forecast to reach 13.1%/12.8%/9.4% in
FY23-25E at IDR2.1t/2.4t/2.6t, respectively.
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Fig 15: INTP - finance income to cash
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5.4 Good green initiatives

INTP is known as one of the greenest cement producers in the world,
winning the green PROPER award for two years in a row. Currently, INTP
has the highest usage of alternative fuels with a thermal substitution rate
(TSR) of 17.5%. Additionally, INTP also has a lower energy intensity as well
as Scope 1 emission intensity compared to rival SMGR.

Fig 16: INTP vs SMGR TSR

Fig 17: INTP vs SMGR energy intensity
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Fig 18: INTP vs SMGR Scope 1 intensity
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6. Financial analysis

We believe INTP’s revenue trajectory to be solid and forecast FY22-25E
revenue CAGR of 6.8% to IDR19.7t in FY25E, driven by consistently-growing
sales volume which we predict will reach 20.1m tons (fig. 4), implying a
28.5% market share. Meanwhile, we expect cost contraction to lead to
higher gross margins of 33.3%/34.8%/36.4% in FY23-25E. Additionally, we
forecast FY20-25E earnings CAGR of 7.3%, driven by higher finance income
and lower opex to revenue.

Fig 19: INTP - revenue Fig 20: INTP - EBIT
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Fig 21: INTP - net income Fig 22: INTP - profitability margins
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Fig 23: INTP - Opex vs opex to revenue Fig 24: INTP - Finance income
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7. Valuation

We initiate coverage of Indocement (INTP IJ) with a BUY and a IDR12,800
TP, implying a 21.1x FY23E P/E, based on 10.2x FY23E EV/EBITDA target,
within -1 SD of its 10-year mean of 7.9x. Additionally, the valuation was
also derived from a 1.5x FY23E EV/ton target, within -1 SD of its 10-year
mean. We believe INTP is currently trading at a large discount, and current
cheap valuations provide a good entry point to the cement industry in
Indonesia.

We like INTP due to its attractive Maros operation which is set to gain
market share in East Indonesia, its improving profitability due to cost
contractions, and its ability to benefit from the current high interest rate

environment.
Fig 25: INTP - EV/EBITDA Fig 26: INTP - EV/Ton
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Fig 27: INTP - EV/EBITDA
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8.1

8.2

8.3

8.4

Risks

Slow appetite for home improvements

Home improvements are one of the sources of demand for the cement
sector. The upcoming election might hinder customers from making any
large expenses, resulting in a decrease in overall sentiment for home
improvements.

Economic uncertainties

With the current turbulent nature of the global economy, a recession will
dampen the growth potential for the cement industry in Indonesia.

Carbon initiatives

The government is planning to place carbon trading and carbon tax
initiatives. As cement production emits large CO2 emissions, this might
affect the profitability of cement players in Indonesia.

Political uncertainty

With the 2024 election due on 14 Feb-24, the government’s focus on
infrastructure remains uncertain. Depending on who is elected, and the
projects set to launch, the cement industry might feel some impacts.

September 18, 2023
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FYE 31 Dec FY21A FY22A FY23E FY24E FY25E
Key Metrics

P/E (reported) (x) 24.4 18.8 18.2 15.8 14.1
Core P/E (x) 24.7 18.6 18.2 15.8 14.1
P/BV (x) 2.1 1.8 1.7 1.7 1.6
P/NTA (x) nm nm nm nm nm
Net dividend yield (%) 4.2 4.2 4.4 5.0 6.6
FCF yield (%) 0.0 0.0 0.0 0.0 0.0
EV/EBITDA (x) 12.0 9.8 9.0 7.8 7.0
EV/EBIT (x) 19.9 16.5 13.5 11.2 9.8
INCOME STATEMENT (IDR b)

Revenue 14,771.9 16,328.3 17,650.2 18,639.2 19,746.4
EBITDA 3,160.6 3,037.0 3,517.4 3,962.3 4,294.8
Depreciation (1,253.0) (1,228.2) (1,163.4) (1,194.9) (1,224.6)
Amortisation 0.0 0.0 0.0 0.0 0.0
EBIT 1,907.5 1,808.9 2,354.1 2,767.4 3,070.2
Net interest income /(exp) 182.0 61.5 268.5 282.0 296.1
Associates & JV 24.2 22.8 22.8 22.8 22.8
Exceptionals 0.0 0.0 0.0 0.0 0.0
Other pretax income 163.3 417.6 (84.1) (84.1) (84.1)
Pretax profit 2,277 1 2,310.8 2,561.4 2,988.1 3,305.0
Income tax (488.6) (468.4) (529.5) (652.4) (691.1)
Minorities 0.0 0.0 0.0 0.0 0.0
Discontinued operations 0.0 0.0 0.0 0.0 0.0
Reported net profit 1,788.5 1,842.4 2,031.9 2,335.8 2,613.9
Core net profit 1,788.5 1,842.4 2,031.9 2,335.8 2,613.9
BALANCE SHEET (IDR b)

Cash & Short Term Investments 6,141.3 4,525.5 5,192.2 5,965.6 6,929.1
Accounts receivable 2,599.5 2,658.2 2,873.4 3,034.4 3,214.7
Inventory 2,267.4 2,830.7 2,989.4 3,073.7 3,173.9
Property, Plant & Equip (net) 14,342.4 14,894.9 14,799.2 14,504.3 14,079.7
Intangible assets 5.7 7.3 7.3 7.3 7.3
Investment in Associates & JVs 135.3 177.0 177.0 177.0 177.0
Other assets 644.6 612.5 753.4 753.4 753.4
Total assets 26,136.1 25,706.2 26,791.9 27,515.7 28,335.1
ST interest bearing debt 0.0 0.0 0.0 0.0 0.0
Accounts payable 2,082.8 1,834.8 1,937.6 1,992.2 2,057.2
LT interest bearing debt 0.0 0.0 0.0 0.0 0.0
Other liabilities 3,432.0 4,305.0 4,305.0 4,305.0 4,305.0
Total Liabilities 5,515.2 6,139.3 6,242.2 6,296.8 6,361.7
Shareholders Equity 20,621.0 19,566.9 21,107.0 21,814.7 22,600.7
Minority Interest 0.0 0.0 0.0 0.0 0.0
Total shareholder equity 20,621.0 19,566.9 21,107.0 21,814.7 22,600.7
Total liabilities and equity 26,136.1 25,706.2 27,349.2 28,111.5 28,962.4
CASH FLOW (IDR b)

Pretax profit 2,277 1 2,310.8 2,561.4 2,988.1 3,305.0
Depreciation & amortisation 1,253.0 1,228.2 1,163.4 1,194.9 1,224.6
Adj net interest (income)/exp (182.0) (61.5) (268.5) (282.0) (296.1)
Change in working capital (1,024.3) (766.8) (476.8) (299.9) (345.4)
Cash taxes paid (412.2) (330.4) (529.5) (652.4) (691.1)
Other operating cash flow 0.0 0.0 0.0 0.0 0.0
Cash flow from operations 2,606.7 2,401.8 2,720.4 3,026.5 3,297.2
Capex (571.5) (892.0) (900.0) (900.0) (800.0)
Free cash flow 2,035.2 1,509.8 1,820.4 2,126.5 2,497.2
Dividends paid (1,849.1) (1,739.8) (1,422.3) (1,635.0) (1,829.7)
Equity raised / (purchased) 0.0 0.0 0.0 0.0 0.0
Change in Debt 0.0 0.0 0.0 0.0 0.0
Other invest/financing cash flow (1,742.4) (1,385.7) 268.5 282.0 296.1
Effect of exch rate changes 0.0 0.0 0.0 0.0 0.0
Net cash flow (1,556.4) (1,615.8) 666.7 773.4 963.5
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Indocement

FYE 31 Dec FY21A FY22A FY23E FY24E FY25E
Key Ratios

Growth ratios (%)

Revenue growth 4.1 10.5 8.1 5.6 5.9
EBITDA growth (6.0) (3.9) 15.8 12.6 8.4
EBIT growth (2.7) (5.2) 30.1 17.6 10.9
Pretax growth 2.3 1.5 10.8 16.7 10.6
Reported net profit growth (1.0) 3.0 10.3 15.0 11.9
Core net profit growth (1.0) 3.0 10.3 15.0 11.9
Profitability ratios (%)

EBITDA margin 21.4 18.6 19.9 21.3 21.7
EBIT margin 12.9 11.1 13.3 14.8 15.5
Pretax profit margin 15.4 14.2 14.5 16.0 16.7
Payout ratio 102.5 77.9 80.5 78.3 93.2
DuPont analysis

Net profit margin (%) 121 11.3 11.5 12.5 13.2
Revenue/Assets (x) 0.6 0.6 0.7 0.7 0.7
Assets/Equity (x) 1.3 1.3 1.3 1.3 1.3
ROAE (%) 8.4 9.2 10.0 10.9 11.8
ROAA (%) 6.7 71 7.7 8.6 9.4
Liquidity & Efficiency

Cash conversion cycle 71.2 77.0 87.6 88.7 88.5
Days receivable outstanding 63.2 58.0 56.4 57.1 57.0
Days inventory outstanding 76.3 82.0 88.7 89.9 89.7
Days payables outstanding 68.4 63.0 57.5 58.2 58.1
Dividend cover (x) 1.0 1.3 1.2 1.3 1.1
Current ratio (x) 2.4 2.1 2.3 2.5 2.7
Leverage & Expense Analysis

Asset/Liability (x) 4.7 4.2 4.3 4.4 4.5
Net gearing (%) (incl perps) net cash net cash net cash net cash net cash
Net gearing (%) (excl. perps) net cash net cash net cash net cash net cash
Net interest cover (x) na na na na na
Debt/EBITDA (x) 0.0 0.0 0.0 0.0 0.0
Capex/revenue (%) 3.9 5.5 5.1 4.8 4.1
Net debt/ (net cash) (6,141.3) (4,525.5) (5,192.2) (5,965.6) (6,929.1)

Source: Company; Maybank IBG Research
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APPENDIX I: TERMS FOR PROVISION OF REPORT, DISCLAIMERS AND DISCLOSURES

DISCLAIMERS

This research 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. Investors should note that values of such securities, if any, may fluctuate and that each security’s price or value may rise or fall. Opinions
or recommendations contained herein are in form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations apply different
methodologies and are purely based on price and volume-related information extracted from the relevant jurisdiction’s stock exchange in the equity analysis. Accordingly, investors’ returns
may be less than the original sum invested. Past performance is not necessarily a guide to future performance. This report is not intended to provide personal investment advice and does
not take into account the specific investment objectives, the financial situation and the particular needs of persons who may receive or read this report. Investors should therefore seek
financial, legal and other advice regarding the appropriateness of investing in any securities or the investment strategies discussed or recommended in this report.

The information contained herein has been obtained from sources believed to be reliable but such sources have not been independently verified by Maybank Investment Bank Berhad, its
subsidiary and affiliates (collectively, “Maybank IBG”) and consequently no representation is made as to the accuracy or completeness of this report by Maybank IBG and it should not be
relied upon as such. Accordingly, Maybank IBG and its officers, directors, associates, connected parties and/or employees (collectively, “Representatives”) shall not be liable for any direct,
indirect or consequential losses or damages that may arise from the use or reliance of this report. Any information, opinions or recommendations contained herein are subject to change at
any time, without prior notice.

This report may contain forward looking statements which are often but not always identified by the use of words such as “anticipate”, “believe”, “estimate”, “intend”, “plan”, “expect”,
“forecast”, “predict” and “project” and statements that an event or result “may”, “will”, “can”, “should”, “could” or “might” occur or be achieved and other similar expressions. Such
forward looking statements are based on assumptions made and information currently available to us and are subject to certain risks and uncertainties that could cause the actual results to
differ materially from those expressed in any forward looking statements. Readers are cautioned not to place undue relevance on these forwar d-looking statements. Maybank IBG expressly
disclaims any obligation to update or revise any such forward looking statements to reflect new information, events or circumstances after the date of this publication or to reflect the
occurrence of unanticipated events.

Maybank IBG 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. One or more directors, officers and/or employees of Maybank IBG may be a director of the issuers of the securities mentioned in this
report to the extent permitted by law.

This report is prepared for the use of Maybank IBG’s clients and may not be reproduced, altered in any way, transmitted to, copied or distributed to any other party in whole or in part in any
form or manner without the prior express written consent of Maybank IBG and Maybank IBG and its Representatives accepts no liability whatsoever for the actions of third parties in this
respect.

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 law or regulation. This report is for distribution only under such circumstances as may be permitted by applicable law.
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors. Without prejudice to the foregoing, the reader is to note that additional
disclaimers, warnings or qualifications may apply based on geographical location of the person or entity receiving this report.

Malaysia

Opinions or recommendations contained herein are in the form of technical ratings and fundamental ratings. Technical ratings may differ from fundamental ratings as technical valuations
apply different methodologies and are purely based on price and volume-related information extracted from Bursa Malaysia Securities Berhad in the equity analysis.

Singapore

This report has been produced as of the date hereof and the information herein may be subject to change. Maybank Research Pte. Ltd. (“MRPL") in Singapore has no obligation to update
such information for any recipient. For distribution in Singapore, recipients of this report are to contact MRPL in Singapore in respect of any matters arising from, or in connection with, this
report. If the recipient of this report is not an accredited investor, expert investor or institutional investor (as defined under Section 4A of the Singapore Securities and Futures Act), MRPL
shall be legally liable for the contents of this report, with such liability being limited to the extent (if any) as permitted by law.

Thailand

Except as specifically permitted, no part of this presentation may be reproduced or distributed in any manner without the prior written permission of Maybank Securities (Thailand) Public
Company Limited. Maybank Securities (Thailand) Public Company Limited (“MST”) accepts no liability whatsoever for the actions of third parties in this respect.

Due to different characteristics, objectives and strategies of institutional and retail investors, the research products of MST Institutional and Retail Research departments may differ in either
recommendation or target price, or both. MST reserves the rights to disseminate MST Retail Research reports to institutional investors who have requested to receive it. If you are an
authorised recipient, you hereby tacitly acknowledge that the research reports from MST Retail Research are first produced in Thai and there is a time lag in the release of the translated
English version.

The disclosure of the survey result of the Thai Institute of Directors Association (“I0D”) regarding corporate governance is made pursuant to the policy of the Office of the Securities and
Exchange Commission. The survey of the IOD is based on the information of a company listed on the Stock Exchange of Thailand and the market for Alternative Investment disclosed to the
public and able to be accessed by a general public investor. The result, therefore, is from the perspective of a third party. It is not an evaluation of operation and is not based on inside
information. The survey result is as of the date appearing in the Corporate Governance Report of Thai Listed Companies. As a result, the survey may be changed after that date. MST does
not confirm nor certify the accuracy of such survey result.

The disclosure of the Anti-Corruption Progress Indicators of a listed company on the Stock Exchange of Thailand, which is assessed by Thaipat Institute, is made in order to comply with the
policy and sustainable development plan for the listed companies of the Office of the Securities and Exchange Commission. Thaipat Institute made this assessment based on the information
received from the listed company, as stipulated in the form for the assessment of Anti-corruption which refers to the Annual Registration Statement (Form 56-1), Annual Report (Form 56-2),
or other relevant documents or reports of such listed company. The assessment result is therefore made from the perspective of Thaipat Institute that is a third party. It is not an assessment
of operation and is not based on any inside information. Since this assessment is only the assessment result as of the date appearing in the assessment result, it may be changed after that
date or when there is any change to the relevant information. Nevertheless, MST does not confirm, verify, or certify the accuracy and completeness of the assessment result.

us

This third-party research report is distributed in the United States (“US”) to Major US Institutional Investors (as defined in Rule 15a-6 under the Securities Exchange Act of 1934, as amended)
only by Wedbush Securities Inc. (“Wedbush”), a broker-dealer registered in the US (registered under Section 15 of the Securities Exchange Act of 1934, as amended). All responsibility for the
distribution of this report by Wedbush in the US shall be borne by Wedbush. This report is not directed at you if Wedbush is prohibited or restricted by any legislation or regulation in any
jurisdiction from making it available to you. You should satisfy yourself before reading it that Wedbush is permitted to provide research material concerning investments to you under relevant
legislation and regulations. All U.S. persons receiving and/or accessing this report and wishing to effect transactions in any security mentioned within must do so with: Wedbush Securities
Inc. 1000 Wilshire Blvd, Los Angeles, California 90017, +1 (646) 604-4232 and not with the issuer of this report.
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UK

This document is being distributed by Maybank Securities (London) Ltd (“MSUK”) which is authorized and regulated, by the Financial Conduct Authority and is for Informational Purposes only.
This document is not intended for distribution to anyone defined as a Retail Client under the Financial Services and Markets Act 2000 within the UK. Any inclusion of a third party link is for
the recipients convenience only, and that the firm does not take any responsibility for its comments or accuracy, and that access to such links is at the individuals own risk. Nothing in this
report should be considered as constituting legal, accounting or tax advice, and that for accurate guidance recipients should consult with their own independent tax advisers.

DISCLOSURES

Legal Entities Disclosures

Malaysia: This report is issued and distributed in Malaysia by Maybank Investment Bank Berhad (15938- H) which is a Participating Organization of Bursa Malaysia Berhad and a holder of
Capital Markets and Services License issued by the Securities Commission in Malaysia. Singapore: This report is distributed in Singapore by MRPL (Co. Reg No 198700034E) which is regulated
by the Monetary Authority of Singapore. Indonesia: PT Maybank Sekuritas Indonesia (“PTMSI”) (Reg. No. KEP-251/PM/1992) is a member of the Indonesia Stock Exchange and is regulated by
the Financial Services Authority (Indonesia). Thailand: MST (Reg. No.0107545000314) is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance and the
Securities and Exchange Commission. Philippines: Maybank Securities Inc (Reg. No.01-2004-00019) is a member of the Philippines Stock Exchange and is regulated by the Securities and
Exchange Commission. Vietnam: Maybank Securities Limited (License Number: 117/GP-UBCK) is licensed under the State Securities Commission of Vietnam. Hong Kong: MIB Securities (Hong
Kong) Limited (Central Entity No AAD284) is regulated by the Securities and Futures Commission. India: MIB Securities India Private Limited (“MIBSI”) is a participant of the National Stock
Exchange of India Limited and the Bombay Stock Exchange and is regulated by Securities and Exchange Board of India (“SEBI”) (Reg. No. INZ000010538). MIBSI is also registered with SEBI as
Category 1 Merchant Banker (Reg. No. INM 000011708) and as Research Analyst (Reg No: INH000000057). UK: Maybank Securities (London) Ltd (Reg No 2377538) is authorized and regulated
by the Financial Conduct Authority.

Disclosure of Interest

Malaysia: Maybank IBG and its Representatives may from time to time have positions or be materially interested in the securities referred to herein and may further act as market maker or
may have assumed an underwriting commitment or deal with such securities and may also perform or seek to perform investment banking services, advisory and other services for or relating
to those companies.

Singapore: As of 18 September 2023, Maybank Research Pte. Ltd. and the covering analyst do not have any interest in any companies recommended in this research report.

Thailand: MST may have a business relationship with or may possibly be an issuer of derivative warrants on the securities /companies mentioned in the research report. Therefore, Investors
should exercise their own judgment before making any investment decisions. MST, its associates, directors, connected parties and/or employees may from time to time have interests and/or
underwriting commitments in the securities mentioned in this report.

Hong Kong: As of 18 September 2023, MIB Securities (Hong Kong) Limited and the authoring analyst do not have any interest in any companies recommended in this research report.

India: As of 18 September 2023, and at the end of the month immediately preceding the date of publication of the research report, MIBSI, authoring analyst or their associate / relative does
not hold any financial interest or any actual or beneficial ownership in any shares or having any conflict of interest in the subject companies except as otherwise disclosed in the research
report.

In the past twelve months MIBSI and authoring analyst or their associate did not receive any compensation or other benefits from the subject companies or third party in connection with the
research report on any account what so ever except as otherwise disclosed in the research report.

Maybank IBG may have, within the last three years, served as manager or co-manager of a public offering of securities for, or currently may make a primary market in issues of, any or all of
the entities mentioned in this report or may be providing, or have provided within the previous 12 months, significant advice or investment services in relation to the investment concerned
or a related investment and may receive compensation for the services provided from the companies covered in this report.

OTHERS
Analyst Certification of Independence

The views expressed in this research report accurately reflect the analyst’s personal views about any and all of the subject securities or issuers; and no part of the research analyst’s
compensation was, is or will be, directly or indirectly, related to the specific recommendations or views expressed in the report.

Reminder

Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are capable of understanding and assuming
the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and forward
interest and exchange rates), time to maturity, market conditions and volatility and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a structured
product should conduct its own analysis of the product and consult with its own professional advisers as to the risks involved in making such a purchase.

No part of this material may be copied, photocopied or duplicated in any form by any means or redistributed without the prior consent of Maybank IBG.

Definition of Ratings

Maybank IBG Research uses the following rating system

BUY Return is expected to be above 10% in the next 12 months (including dividends)
HOLD Return is expected to be between 0% to 10% in the next 12 months (including dividends)
SELL Return is expected to be below 0% in the next 12 months (including dividends)

Applicability of Ratings
The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are only applicable

to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry investment ratings as we do
not actively follow developments in these companies.
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