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Reasonable soften growth with solid risk metrics 7 December 2022
Solid earnings and loan growth this year should continue, yet likely to be softened in 2023 due

OVE RWE'G HT to high base effect in 2022. Global uncertainty, spiking inflation and rising policy rates are the

(Maintain) main headwinds. We might see 2023 NIl and NIM to arrive within the same figure with 2022
underpin by ample liquidity which could resulting in a reasonable uptick on CoF. Front load

provisions and declining trends on LAR and restructured loan will act as another sector catalyst
TOP PICK and could benefit banks to continue reporting solid asset quality and earnings growth. Maintain
Overweight with top picks BBRI and BBNI.

Share  Target  Improving loan growth
Company Ticker Rec Price price  Total loan in banking system grew by 11.6% yoy in Oct 22 to IDR6,314.4 tn, backed by investment
(IDR) (ipr)  loans growth at 14.2% yoy, working capital and consumption loan growth at 12.2% yoy and 8.7%
Bank Rakyat Indonesia BBRI Buy 4,360 5,550 YOY. Bank Indonesia forecasts loan growth could hover between 9%-11%, while Indonesia Financial
10,600 Authority (OJK) projected at 11% yoy. We believe four banks under our coverage’s loan growth will
remain solid and could reach an average growth of 10% yoy in 2022.

Bank Negara Indonesia BBNI Buy 9,550

Bank only solid earnings remain intact in 10M22

Net interest income (NII) of banks under our coverage posted an average growth of 11.3% yoy as a
result of 7.4% yoy growth in interest income and 8.0% yoy decrease in interest expenses. Net
profit surged 56.5% yoy amidst declining provisions by 36.9% yoy. Loan growth hovers at 11.3%
yoy or only 28bp below the banking industry loan growth of 11.6% yoy. Liquidity remains ample
with TPF saw solid growth at 11.7% yoy. We believe banks under our coverage monthly solid
earnings growth to continue and could reach 40.1% yoy in 2022, which will be supported by 11.7%
yoy growth in NII, 16.3% yoy growth in PPOP and with the help by lower provisions of 17.4% yoy.

14.4% net income growth in 2023

We think 2023 earnings growth will remain solid but at slower pace amid high-base effect in ‘22F.
The transmission of rising policy rate to earnings asset yield and cost of fund will become as one of
the keys. We expect a gradual increase in earnings asset yield which will not dent loan demand,
while continuing ample liquidity and solid CASA will maintain CoF to accelerate slower than the
loan yield. Our earnings expectations for 4 banks under our coverage is at 14.4% yoy, supported by
12.2% yoy growth in interest income, and 11.5% yoy growth in PPoP.

Expecting loan growth to continue, yet at a slower pace

The continuing global economic uncertainty, spiking inflation and rising policy rates at certain
point could change spending attitudes and thus will likely to soften loan demand. We expect banks
under our coverage to record an average loan growth at 9% yoy, or around 100bps lower vs 10%
yoy in 2022. Aside from economic and business-related concern, our conservative forecast on loan
demand for banks under our coverage also accommodating the upcoming election in 2024 which
we think will start to take effect in the late 2023.

The extension on credit relaxation

0OJK has extended credit relaxation which will be ended in March ‘24 from March ‘23 previously.
Despite only applied to several sectors, the relaxation could remain bring benefit and more
cushion to banks loan quality when pressures on debtor getting harder in 2023.

Maintain our Overweight stance

Aside from the transmission of rising policy rates to banks system as the key role, we believe key
risk metrics on the industry should remain manageable. On profitability side, NIM and earnings
growth could still arrive within the similar figure with 2022, while Tier-1 CAR of banks under our
coverage will remain provide ample of room to offering an attractive dividend yield. Risks to our
call includes: a) lower-than-expected loan growth, NIM and loan yield, b) higher than expected
credit cost and c) higher inflation, slowing economic activity and d) deteriorating asset quality.

Analyst(s)
Akhmad Nurcahyadi
akhmad.nurcahyadi@kbvalbury.com

PEER COMPARISON

Ticker Rec Price Target Market Price Earnings Price to Book Return on Equity Dividend Yield
6-Dec -22 Price Cap 2022F 2023F 2022F  2023F 2022F 2023F 2022F  2023F

(IDR) (IDR) (IDR tn) (x) (x) (x) (x) (%) (%) (%) (%)

BBCA HOLD 8,675 8,700 1,069 30.5 26.9 4.9 4.5 16.6 17.3 1.9 2.1

BBRI BUY 4,860 5,550 737 15.8 13.6 2.4 23 15.5 17.0 1,8 1,8

BMRI BUY 10,900 11,250 509 12.9 11.5 2.2 21 18.3 18.7 5.4 5.2

BBNI BUY 9,550 10,600 178 10.3 8.9 13 1.1 13.1 13.6 2.4 2.8

Average 17.4 15.2 2.7 25 15.9 16.6 3.2 34

Source: Bloomberg, 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.

Jskars - Peritedah
Fouban Geared 2o Wiagn
ok £.1 Mo, 1V I Toran Ares,

Zurabeys

Pakuwon Conter Targungss ?lacs Laial 23
£, Tmbong Malang No. 1

S nys 60163

T +62 31 - 2955777

T v82 512998 XX

F462 31295576

Joharia 18330
V8221 22542900
T+62 21 - 22364330

Jokarts - Phalt

11 Mast v Raa we.
Jokearts 14240

¥l 21 M ast s
fet2 21 - 2254200

Dandurg
1L WO Colooumineto Mo, A2

Frh2 22 KrIW8)

Semarang

Card! Maza Dulcng Lt Dmar
11 Sulran Agung o, S0-004
Semarang L0252
T+62 24 - 521088

o2 M o

F ooz 2a-p500450

Voupaharte
11 Magelong KM 5.5 o S

o pywar te 35204

T +62 274 - 4000
THe2274-62311
Fek2 20 RIS

Padang

L Ksorpung Wiss || on, 19,
et Bellang Fondoh,
¥ee. Padang Sciston

T 482 P51 005547

Mansdo

Famanan Meganas, Pubo
Mok %1 ho 38 Manads, 95758
T +62431 7917 836
FAAZ A% 2N 2128

Page | 3 of 3

Nomplek i Styles Motel
5. Teuks Umar o 177
Oergans Rall 80134

T 462 361 - I55ass

¥ 462 361 - 22520
V452 461 225339

Barjarrmain

BGatot Stiino No. 3D Kl Reben Dergs
Woc, Bargeereanin Temor

Eafirmanane Selytan 70235

T 4h2 621 ke

F 462 511 - 5253432

Solo

B Senggo Wenlo e, M
ol 37118

T 483 371 430088

F G 71656000

Makasor

manangl Mo L 3

2. Dv Sam Retebang No. 2 Kurgun prode, Marise
Mabarnnar, Sufawan Selatan 30135

T 462411 2955099

Malang

£, Patvawmn Trip oo, 7
Malang 65112

¥ 462 a1 - Sesans
#4582 341 - 550056

Soka

11 Fasggowansio ho. M
Sealars 7118

T +62 275 -Kmnn

Pabews bang

Norsp PTC Mall Bick | No. 7 A R Schamio Kel, 8 il
M Be Thvnt 1 Palernban g 30114

T or11s 700281

L
1. Perrtis Kemerdckaan
Medan 10218

TrG261 - a2

F 82 61 - SARIGAD

Pekanbarn
I Vaerdu Ternburion
O ok A WO 3 Peban bavy 78291
o281 -s0m5
Galer | ovestant

Padare

. Ko pung Mac 4 no. 30,
Ked, Befebang Porvbok,
W Padang Solanan

¥ro2 75218355 ra7

Mansdo

Wannan Minga s, Rl Megaorn |
Wak IF2 fo. 38 Masade, 15254
Toh2 431 7917 846
Fo62431 880 2129

Yarer

I PG gowanlio N, 34
Sursharts S7118
T+62 271 - 60008

Pabevvbarg

Korep. PTC MK Mok | o, 7 & R Subamto tol & 1k
e Ml Thrae 1 Palernbang 30118
Tonmsiooan

o pyakarta
Urvversitas Keisten Dwls Waiens
T 087 274 - 548057

Uniwersitas Prioma Masads
T 0401 A0S0

Ibaris
Uriversites Ganodmmae
Trez 21 571741




