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Flat TH23 earnings; expects stronger 2H23
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Despite noted flattish growth, 1H23 earnings is in line with both KBVS and cons. expectation.
Ceteris paribus, to reach ours and street 2023 PATMI expectation, BBTN need to book 2H23
earnings growth of 5.5% yoy (KBVS) and 8.8% yoy (consensus) or likely to remain inline as it equal
to 51.3%/52.1% compared to 5yr historical average of 53.3%. We expect stronger result in the
following month backed by continuing focus on high yield, low-cost funding and steady healthy
loan growth, aside from our expectation on continuing AQ improvement and lower provisions as
well as manageable CoC. Maintain BUY, with target price of IDR1,770 pegged at 0.7x ‘23F P/B (cons.
IDR1,800), while it is currently trading at 0.5x ‘23F P/B, or below its -1SD of 5-yr hist. mean of 0.6x.

Flattish earnings growth, prompted by mounting 1H23 CoF

Taking at a glance look, BBTN’s 1H23 earnings considerably weak. Yet, net income in 1H23 is inline
with KBVs and consensus expectation at 46%/45% (versus excl. pandemic era historical avg. of 47%).
PATMI arrives at IDR1.47tn, or grew by only 0.23% yoy, mainly driven by mounting CoF by 42.59% yoy
as transmission on benchmark rate increased remain in place. The flattish growth was also helped by
70.26% yoy growth in other operating income and lower provisions by 6.18% yoy to IDR1.94tn.

Inline 2Q23 with KBVS and below consensus

On quarterly basis, lower interest expenses (1.9% qoq) have made net interest income grew much
better vs year on year basis, with PPOP noted a double-digit growth (16.9% qoq) to IDR2.1tn. In the
same period, rising provisions has made earnings tanked to IDR673bn. Yet, the figure is inline with
our 2Q23F for BBTN amounting IDR680bn and below consensus expectation of IDR733bn. Ceteris
paribus, to achieve ours and consensus expectation for 2023 earnings, BBTN need to book 2H23
earnings growth of 5.5% yoy (KBVS) and 8.8% yoy (consensus) or likely to remain inline as it equal to
51.3%/52.1% compared to 5yr historical average of 53.3%.

Healthy loan growth with 23.84% growth in CASA

Loan continues to grow well in 1H23 (7.52% yoy, 2.6% qoq) to IDR307.6tn helped by subsidized
mortgage and non-housing loan which grew by 10.9% yoy and 23.15% yoy, respectively. TPF stood at
IDR313.25tn, with CASA grew strongly by 23.8% yoy (2.0% goq). We also like wholesale funding
steady amount and we expect will remain motionless in the following quarter as it will overall benefit
BBTN’s interest expense. Worth noting that wholesale funding CoF has softened by 16bps to 6.23%
from 6.39% in the previous quarter.

Mixed key metrics result

NIM contracted by 0.96% yoy to 3.62% in 1H23, yet improving on quarterly basis by around 28bps to
3.8% (2Q23). Cost of fund surged by 1.2% yoy to 3.58%, yet improves vs 1Q23 of 3.62%. CoC improves
yoy from 1.48% to 1.29% in 1Q23. Meanwhile, NPL increased by 11bps yoy to 3.66% and by 12bps
goq from 3.54% (1Q23) caused by a downgrade on several debtors which categorized as high-risk
profile. We like BBTN step to strengthened its NPL by forming a special task force which focus on
what so called with early bucket, to overcome with potential reclassing coll. to NPL as earliest as
possible. Tier-1 CAR remain strong at 17.14% (440bps yoy), while cov. ratio continues solid at 140%.

Expect weakening risk to remain intact

LAR continue to improves to IDR71.2tn, backed by better consistent decrease both in LAR BAU and
Covid restructured loans. As of 1H23 LAR (inc. Covid) is around 23.1% from total BBTN’s loan, or
321bps better yoy and 105bps on qoq basis. Aside from LAR, going forward we expect asset quality to
remain on its improvement track and thus will overall underpinned NPL to remain well behaved.

Maintain BUY with target price of IDR1,770

Our target price is based on Gordon Growth Model-derived fair P/B of 0.7x. BBTN is currently trading
at 0.5x ‘23F P/B, or below its -1SD of 5-year historical mean at 0.6x. Risks to our call are: a) lower-
than-expected loan growth, NIM and loan vyield, b) higher than expected credit cost and c) higher
inflation, slowing economic activity and d) deteriorating asset quality.

Key Statistics

Year-end Dec 2021A 2022A 2023F 2024F 2025F
Net interest income 12,991 14,997 15,689 16,864 18,581
Non-interest income 2,363 2,210 2,273 2,331 2,426
Total operating income 15,354 17,207 17,962 19,194 21,007
Pre-provision operating profit 6,661 7,833 7,909 8,501 9,601
Net profit 2,376 3,045 3,234 3,579 4,377
EPS (IDR) 216 277 294 326 398
EPS growth (%) 48.3 28.1 6.2 10.6 22.3
PER (x) 6.1 4.8 4.5 4.1 3.3
PBV (x) 0.7 0.6 0.5 0.4 0.4
Div. Yield (%) 0.0 4.2 4.4 4.9 6.0
ROE (%) 11.5 12.9 11.7 11.3 11.9

Source: Company, KB Valbury Sekuritas
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Exhibit 1: BBTN’s 1H23 Results

Income statements (IDRbn)

6M22

6M23 YoY (%)

2Q22

2Q23 YoY (%)

1Q23 QoQ (%)
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KBVS
'23F

% to
'23F

Cons.
'23F

% to
Cons.

Interest Income 12,677 13522 6.7 6,625 6,846 3.3 6,676 2.5
Interest Expenses -4,940 -7044 42.6 -2,462 -3,489 41.7 -3,555 -1.9
Net interest income 7,737 6478  (163) 4,163 3357 (194) 3121 7.6
Non-interest income 1,009 1718 70.3 452 843 86.5 875 -3.7
Total operating income 8,746 8,196 (6.3) 4,615 4,200 (9.0) 3,996 5.1
Operating expenses -4,734 -4364 (7.8) -2,376 -2,135  (10.1) -2,229 -4.2
Pre-provision operating profit 4,011 3,832 (4.5) ” 2,239 2,065 (7.8) g 1,767 16.9
Provision expenses -2,068 -1941 (6.2) -1,284 -1,192 (7.2) -749 59.1
Net profit 1,471 1474 0.2 955 673  (29.5) 801 -16.0 3,234 46 3,286 45
Balance sheets (IDRbn) 6M22 6M23 YoY (%) 2Q22 2Q23 YoY (%) 1Q23 QoQ (%)
Loans 286,152 307669 7.5 286,152 307,669 7.52 299,748 2.6
Current accounts 90,409 128677 42.3 90,409 128,677 42.33 127,405 1.0
Saving deposits 47,044 41541 (11.7) 47,044 41,541 (11.70) 39,405 5.4
Time deposits 169,855 143038 (15.8) 169,855 143,038 (15.79) 152,798 -6.4
CASA 137,453 170,218 23.8 137,453 170,218 23.84 166,810 2.0
Total TPF 307,308 313,256 1.9 307,308 313,256 1.94 319,608 -2.0
Total equity 20,985 28395 353 20,985 28,395 35.31 27,624 2.8
Key metrics (%) 6M22  6M23 YoY (%) 2022 2023 YoY (%) 1Q23 QoQ (%)
NIM 4.6 3.6 -1.0 4.6 3.8 -0.8 3.5 0.3
Cost of Fund 24 36 1.2 2.4 3.6 1.2 36 0.0
Cost of Credit 15 13 -0.2 1.5 13 -0.2 1.1 0.2
LDR 93.1 98.2 5.1 93.1 98.2 5.1 93.8 44
CASA 44.7 543 9.6 44.7 54.3 9.6 52.2 2.1
NPL gross 35 37 0.1 35 3.7 0.1 35 0.1
CIR 46.1 47.8 1.7 46.1 47.8 1.7 47.4 0.4
Tier 1 CAR 12.7 17.1 4.4 12.7 17.1 4.4 17.5 -0.4
CAR 17.4 20.4 3.1 17.4 20.4 3.1 21.2 -0.8
ROE 16.4 12.0 -4.5 16.4 12.0 -4.5 131 -1.1
ROA 1.0 0.9 -0.1 1.0 0.9 -0.1 1.0 -0.1

Source : Company, KB Valbury Sekuritas
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Exhibit 2: Expecting more softened CoF in the remaining quarters (%) Exhibit 3: Manageable CoC likely to remain intact (%)
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Exhibit 4: Expecting better NPL on early bucket steps (%) Exhibit 5: LAR to total loan became riskier (%)
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Exhibit 6: Low-cost funding to limit rising interest expense (%) Exhibit 7: Trading at 0.5x ‘23F P/B, below its -1SD 5-year hist of 0.6x
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FINANCIAL TABLES

CONSOLIDATED STATEMENTS OF PROFIT OR LOSS

Year End Dec (IDR bn) 2021A 2022A 2023F 2024F 2025F
Interest income 25,795 25,907 28,658 30,954 33,924
Interest expenses (12,804) (10,910) (12,969) (14,090) (15,342)
Net interest income 12,991 14,997 15,689 16,864 18,581
Non-interest income 2,363 2,210 2,273 2,331 2,426
Total operating income 15,354 17,207 17,962 19,194 21,007
Operating expenses (8,692) (9,374) (10,052) (10,693) (11,406)
Pre-provision operating profit 6,661 7,833 7,909 8,501 9,601
Loan loss provision (3,625) (4,018) (3,658) (3,791) (3,827)
Pretax profit 2,993 3,876 4,313 4,772 5,835
Tax Expenses (617) (831) (1,078) (1,193) (1,459)
Net profit 2,376 3,045 3,234 3,579 4,377

Source: Company, KB Valbury Sekuritas

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

Year End Dec (IDR bn) 2021A 2022A 2023F 2024F 2025F
Assets

Cash 1,540 1,662 1,772 1,805 2,005
Current Account BI 10,692 25,417 13,469 14,528 15,760
Interbank 28,996 14,446 20,201 21,789 23,638
Marketable Securities 46,080 51,965 56,945 64,692 66,979
Gov Bond 2,231 1,721 2,523 1,814 1,968
Loan 260,400 282,607 311,277 344,220 385,308
Fixed assets 5,737 6,354 7,036 7,688 8,310
Other assets 16,193 17,873 13,151 9,206 6,444
Total Asset 371,868 402,044 426,374 465,740 510,411
Liabilities

Interbank Deposit 71 175 136 136 136
Deposit from customer 295,952 321,923 336,713 363,190 393,994
Debts Sec and Subordinates 43,194 42,631 46,670 50,870 57,870
Other Liabilities 11,245 11,405 13,673 17,328 19,060
Total liabilities 350,462 376,135 397,193 431,524 471,061
Equity

Capital Stock 5,295 5,295 5,295 5,295 5,295
Additional Paid-in Capital 2,054 2,054 2,054 2,054 2,054
Retained Earnings 11,140 13,947 16,572 19,504 23,165
Other Equity 2,918 4,613 5,259 7,362 8,835
Shareholder's Equity 21,407 25,909 29,181 34,216 39,349
Non-controlling Interest - - - - -
Total Equity 21,407 25,909 29,181 34,216 39,349
Source: Company, KB Valbury Sekuritas

RATIO ANALYSIS

Year End Dec 2021A 2022A 2023F 2024F 2025F
NIM (%) 3.6 4.0 3.9 3.8 3.8
LDR (%) 92.9 92.7 97.4 99.9 102.8
CASA (%) 44.3 48.5 45.9 43.5 41.4
NPL (%) 4.4 3.5 3.6 3.5 34
ROAE (%) 11.5 12.9 11.7 0111.3 11.9
ROAA (%) 0.6 0.8 0.8 0.8 0.9
CAR (%) 19.1 19.0 20.0 20.0 20.2
BVPS (IDR) 1,949 2,359 2,657 3,115 3,583
PER (x) 6.1 4.8 4.5 4.1 3.3
PBV (x) 0.7 0.6 0.5 0.4 0.4
Div. Yield (%) 0.0 4.2 4.4 4.9 6.0

Source: Company, KB Valbury Sekuritas
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Disclaimer

This report is prepared by PT KB Valbury Sekuritas, a member of the Indonesia Stock Exchange, or its subsidiaries or
its affiliates ("KBVS"). All the material presented in this report is under copyright to KBVS. None of the parts of this
material, nor its contents, may be copied, photocopied, or duplicated in any form or by any means or altered in any
way, or transmitted to, or distributed to any other party without the prior written consent of KBVS.

The research presented in this report is based on the information obtained by KBVS from sources believed to be
reliable, however KBVS do not make representations as to their accuracy, completeness or correctness. KBVS
accepts no liability for any direct, indirect and/or consequential loss (including any claims for loss of profit) arising
from the use of the material presented in this report and further communication given or relied in relation to this
document. The material in this report is not to be construed as an offer or a solicitation of an offer to buy or sell any
securities or financial products. This report is not to be relied upon in substitution for the exercise of independent
judgement. Past performance and no representation or warranty, express or implied, is made regarding future
performance. Information, valuations, opinions, forecasts and estimates contained in this report reflects a
judgement at its original date of publication by KBVS and are subject to change without notice, its accuracy is not
guaranteed ot it may be incomplete.

The Research Analyst(s) primarily responsible for the content of this research report, in part or as a whole, certifies
that the views about the companies and their securities expressed in this report accurately reflect his/her personal
views. The Analyst also certifies that no part of his/her compensation was, is or will related to specific
recommendation views expressed in this report. It also certifies that the views and recommendations expressed in
this report do not and will not take into account client circumstances, objectives, needs and no intentions involved
as a use for recommendations for sale or buy any securities or financial instruments.
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