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Stock Information

Bank Rakyat Indonesia (BBRI) established in
1895 is the oldest bank in Indonesia. BBRI plays
an important role in developing grass root
economy of Indonesia, focusing in Micro, Small
and Medium Enterprises (MSMEs) segments.
Nowadays, BBRI is the largest micro-banking in
the world.

Market cap (Rp bn) 735,061
Shares outstanding (mn) 151,559
52-week range (Rp) 4,980-3,500
3M average daily vol. ('000) 174,990
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« BBRI's 1Q22 net profit rose 78.2% YoY to Rp12.17tn, representing 33.4% of our FY estimate

e We expect loans to grow 9% YoY in 2022, driven by micro and ultra micro. Furthermore, we
anticipate NIM to be at 7.8% as BBRI will focus on high yield assets growth, improving CoF
efficiency, and leveraging Pegadaian-PNM synergy. We also estimate credit cost to hover
around 3.0% and NPL to stand at 3.0% with LAR coverage exceeding 40%

e Reiterate BUY with 11.3% upside potential on a 12-month view, backed by 1) robust micro
loan growth amid economic recovery, higher KUR allocation, ultra micro synergy; 2) NIM
improvement; 3) increasing fee based income and CASA following digitalization; 4) solid
liquidity and capital; as well as 4) manageable asset quality with high coverage ratio

Exceeding expectations

BBRI's net profit surged 78.2% YoY to Rpl12.17tn in 1Q22, accounting for 33.4%/29.3% of
our/consensus FY forecasts. Net interest income grew 12.1% YoY to Rp30.41tn in 1Q22 as interest
income increased 5.9% YoY to Rp36.73tn, while interest expenses were down 16.4% YoY to Rp6.32tn.
NIM improved from 7.33% in 1Q21 to 7.72% in 1Q22, driven by lower CoF by 43bps YoY to 1.97%.
Furthermore, fees and commissions went up 12.1% YoY to Rp4.56tn in 1Q22, particularly sourced
from e-channel, insurance, and loan admin fees. Recovery income escalated 31.0% YoY to Rp2.36tn in
1Q22. However, gain from sales of securities declined 57.9% YoY to Rp456bn in 1Q22. Moreover,
opex rose slightly by 3.8% YoY to Rp18.37tn in 1Q22 with cost to income ratio (CIR) down to 44.6%
from 46.6% in 1Q21. In addition, provision shrunk 26.6% YoY to Rp7.47tn in 1Q22 amid economic
recovery, while NPL coverage ratio expanding from 231.2% in 1Q21 to 276.0% in 1Q22.

Strong loan growth coupled with higher LAR coverage

BBRI’s loans and financing grew 7.4% YoY to Rp1,075.9tn in 1Q22 as micro segment escalated 15.4%
YoY to Rp415.4tn, contributing 42.6% of total portfolio from 40.2% in 1Q21. Furthermore, NPL went
up slightly from 3.12% in 1Q21 to 3.15% in 1Q22, mainly came from micro, small and consumer
segments. Restructured loans to total portfolio declined from 26.3% in 1Q21 to 19.8% in 1Q22. Loan
at risk (LAR) was also down from 28.8% in 1Q21 to 22.6% in 1Q22 with coverage increasing from
27.6% in 1Q21 to 38.5% in 1Q22 as the bank built up adequate provision to mitigate pandemic
impacts. Meanwhile, liquidity remained ample with stable LDR YoY at 87.0% in 1Q22. Moreover,
CASA ratio expanded from 58.9% in 1Q21 to 63.6% in 1Q22, driven by higher demand deposits and
lower time deposits. Post right issue, capital was robust with CAR rose from 18.9% in 1Q21 to 24.6%
in 1Q22 to support sustainable growth.

Focus on high yield assets and CoF improvement

We maintain our BBRI’s loan growth assumption of 9% YoY in 2022, mainly supported by micro and
ultra micro ecosystem. Following economic recovery, the bank has implemented strategies to boost
Kupedes, namely business process reengineering, product innovation, new business model, and new
rules of KUR disbursement. The growth will also be driven by 1) KUR allocation of Rp260tn with
subsidized fixed rate; 2) ample liquidity with comfortable LDR level at ¢.90%; 3) robust capital; and 4)
improving LAR with sufficient coverage. Furthermore, we expect NIM to be at 7.8% this year as BBRI
will remain focus on high yield assets growth and quality, improving CoF efficiency by expanding
CASA ratio, and leveraging synergy with higher margin Pegadaian and PNM. Moreover, we estimate
cost of credit to be manageable at 3.0% and opex to increase 7% YoY in 2022. In addition, we
anticipate that NPL will hover around 3.0% with LAR coverage exceeding 40% by year-end.

Reiterate BUY on the back of solid micro segment and digitalization

We maintain our BUY call with a higher GGM-based price target of Rp5,400 per share, assuming ROE
of 13.2% and cost of equity of 11.1%. Note that at our price target, the stock would trade at a 2022F
PER of 18.6x and PBV of 2.7x. We remain sanguine on BBRI’s outlook, driven by 1) robust micro loan
growth following economic recovery, higher KUR allocation, ultra micro ecosystem synergy, coupled
with BRILink and BRIMo development; 2) NIM improvement; 3) increasing fee based income,
efficiency, and CASA by focusing on digital and culture transformation, which we believe to be a
cushion against economic downturn; 4) solid liquidity and capital to cater loan demands; as well as 5)
manageable asset quality with high coverage ratio.

Key Statistics

Year end Dec 2020A 2021A 2022F 2023F 2024F
Net interest income (Rp bn) 93,584 114,094 122,969 132,738 142,714
Inc. from op. before prov. (Rp bn) 65,059 80,435 86,313 92,305 98,030
Income from operations (Rp bn) 29,779 41,144 55,389 59,731 63,758
Net income (Rp bn) 18,655 31,067 43,997 47,387 50,520
EPS (Rp) 152 205 290 313 333
EPS growth (%) (45.8) 34.7 41.6 7.7 6.6
PER (x) 31.9 23.7 16.7 15.5 14.5
PBV (x) 2.6 2.5 2.4 2.3 2.1
Div. Yield (%) 3.5 1.6 3.6 3.9 4.2
ROE (%) 8.6 12.0 14.8 15.1 15.2
ROA (%) 1.2 1.9 2.6 2.6 2.6




Company Report *Ki> KB Valbury Sekuritas

Bank Rakyat Indonesia (BBRI)

BBRI’s Financial Overview

Consolidated Income Statement 1Q21 1022 YoY 4Q21 1Q22 QoQ
(Rp bn) Change Change
Net interest income 27,121 30,407 12.1% 42,404 30,407 (28.3%)
Other operating income 10,852 10,752 (0.9%) 16,366 10,752 (34.3%)
Other operating expenses (17,697) (18,365) 3.8% (34,058) (18,365) (46.1%)
Operating income before prov. 20,276 22,794 12.4% 24,712 22,794 (7.8%)
Net provision (10,181) (7,474) (8,921) (7,474)

Operating income 10,095 15,320 51.7% 15,791 15,320 (3.0%)
Non-operating income 68 40 (108) 40

Income before tax 10,163 15,360 51.1% 15,683 15,360 (2.1%)
Tax benefit (expense) (2,412) (3,140) (1,597) (3,140)

Income for the year 7,752 12,220 57.6% 14,086 12,220 (13.3%)
Net profit from acquisition (892) - (2,401) -
Non-controlling interest 34 52 (125) 52

Income attributable to parent 6,826 12,167 78.2% 11,810 12,167 3.0%

Source: Company, KB Valbury Sekuritas

Consolidated Balance Sheet YoY YTD

(Rp bn) 1Q21 1Q22 Change 2021 1Q22 Change

Total assets 1,411,052 1,650,279 17.0% 1,678,098 1,650,279 (1.7%)

Outstanding loans (gross) 914,189 1,024,346 12.0% 994,417 1,024,346 3.0%

Third Party Funds 1,049,315 1,126,495 7.4% 1,138,743 1,126,495 (1.1%)
Demand deposits 174,330 227,551 30.5% 220,590 227,551 3.2%
Saving deposits 443,867 489,258 10.2% 497,677 489,258 (1.7%)
Time deposits 431,118 409,687 (5.0%) 420,476 409,687 (2.6%)

LDR (calculated) 87.1% 90.9% 87.3% 90.9%

CASA to total deposits 58.9% 63.6% 63.1% 63.6%

Source: Company, KB Valbury Sekuritas

Financial Ratios (Bank Only) 1Q21 1Q22 2021 1Q22

NPL (gross) 3.12% 3.15% 3.08% 3.15%
LDR 86.77% 87.14% 83.67% 87.14%
NIM 7.00% 6.85% 6.89% 6.85%
ROE 13.73% 15.39% 14.09% 15.39%
Cost of funds 2.26% 1.73% 2.05% 1.73%
Op. exp. to op. income (BOPO) 76.83% 64.26% 74.30% 64.26%
Total CAR 19.40% 22.39% 25.28% 22.39%

Source: Company
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Fees and commissions increased 9.2% YoY in 1Q22

Fee Based Income Composition (Rp bn) Fee Based Income Composition (Rp bn) FBI to Total Income
1Q21, (Bank Only) 1Q22, (Bank Only) (Bank Only)

B Deposit Adm. Fee H Deposit Adm. Fee

E E-Channel Fee = E-Channel Fee
B Loan Adm. Fee H Loan Adm. Fee
= Trade Finance Fee = Trade Finance Fee

B Non E-Channel Fee B Non E-Channel Fee

B Insurance Fee W Insurance Fee

E Others = Others

1,659 1,782
42% 42%

v v 2019 2020 2021 1Q21 1Q22

Source: Company Source: Company Source: Company

Loan growth was driven by micro, small, and consumer

Loans Composition — by Business Segment (%) Loans Outstanding — by Business Segment (Rp tn)
(Bank Only) (Bank Only)

943.7 974.8

— -

2019 2020 2021 1Q21 1Q22 2019 2020 2021 1Q21 1Q22
M Corporate 11 Medium W Small 1 Consumer M Micro B Corporate ® @ Medium HEEEESmall = Consumer M= Micro —=— Total Loans
Source: Company Source: Company

NPL inched up from 3.12% in 1Q21 to 3.15% in 1Q22
Non Performing Loan — Gross (%), Bank Only

NPL by

Segment (%) 2019 2020 2021 1Q21 1Q22
Micro 1.18 0.83 1.49 1.23 1.77
Consumer 1.10 1.49 1.78 1.65 1.93
Small 3.17 3.61 4.05 4.10 4.39
Medium 5.38 4.61 3.57 4.46 3.95
Corporate 5.18 7.57 6.68 6.93 5.89
Total NPL 2.62 2.94 3.08 3.12 3.15

Source: Company
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CASA ratio rose from 59.5% in 1Q21 to 63.8% in 1Q22

Deposits Trend (Rp tn) Deposits Composition and Cost of Funds
(Bank Only) (Bank Only)

1,127.8 1,118.7

2019 2020 2021 1Q21 1Q22 2019 2020 2021 1Q21 1Q22
N Time deposits ¥ savings N Demand Deposits —a— Total Deposits I High Cost I Low Cost —a— Cost of Funds
Source: Company Source: Company

Micro loans escalated 15.4% YoY in 1Q22 on the back of solid growth in KUR

Micro Loans (Rp tn) Micro Deposits (Rp tn)
(Bank Only) (Bank Only)

415.4 356.3 3515

2019 2020 2021 1Q21 1Q22
I Micro KUR E ¥ Briguna B Kupedes —s=— Total Micro Loans 2019 2020 2021 1Q21 1Q22
Source: Company Source: Company
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Consumer loans increased 4.7% YoY with salary based loan contribution at 69.9% in 1Q22

Consumer Loans Growth Trend (Rp tn) Consumer Loans Composition
(Bank Only) (Bank Only)
B Others B Salary Based Loan —=—Total
149.4 145.1 151.9

2019 2020 2021 1Q21 1Q22

Source: Company Source: Company

Corporate loans inched down 0.3% YoY in 1Q22

Corporate Loans Growth Trend (Rp tn) Corporate Loans by Business Sectors
(Bank Only) (Bank Only)
191.1

178.2 177.6

Rest.
TTU58%

Trading, Hotel & I inig

Construction

11.6%
° Industry

Manufacturing

Electricity, Gas & 23.9%
Water

18.8%

2019 2020 2021 1Q21 1Q22

Source: Company Source: Company
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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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