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Equity Strategy
Riding the Wave of Earnings Growth, Strong IDR and
Liquidity Catalysts

e If 2007 performance is an indicator, JCI may sustain its short-term
performance in the next 3 months post Fed’s rate cut.

e EPS growth outlook of 7-8% is attractive compared to EM peers, with
catalyst for upsides from better liquidity and stronger IDR tailwind.

e We raise our FY24-end JCI target to 8,238; our preferred picks are the
high beta stocks, namely BBCA, BBNI, ARTO, CTRA, SMRA, ASlII, GOTO.

Is Fed’s 50bps First Rate-cut Bullish or Bearish for JCI?

Prior to this week’s 50bps first rate cut, the Fed only had 50bps first rate-cut
in 2001 and 2007, which in both cases, were followed by economic recessions
and sharp corrections in the US equity markets (SPX Index falling by -13.5%
and -23.9% in following 12 months post first rate cut). Similarly, JCI delivered
a -6% and -21% 12-month performance post Fed’s first rate-cut in 2001 and
2007. In_the short-term, however, current market trends suggest the
possibility of continued performance, following the pattern seen in 2007. The
interest-sensitive sectors (i.e., banks, property) were among those that
outperformed pre-rate cut, with continuing outperformance in the 3 months
post the first cut.

Steady earnings outlook may continue to support market inflows

We believe that EPS growth will remain a key driver for market flows and
performance. In FY01-02, JCI’s EPS growth was -12.2% and in FY07-08 was -
0.3%, compared to earnings contraction of -22.9% and -30.2% in SPX. At
present, JCl’s 12-month forward EPS growth (based on Bloomberg consensus)
has remained steady at 7%, putting JCl among the attractive markets within
EM universe. Despite the still mixed macro outlook, we have also observed
that in 7 of past 10 years, consensus EPS estimates for the large-cap stocks
were maintained or upgraded in 3Q.

Not all is bleak on the growth front; tailwinds from liquidity and IDR

Macro indicators in 3Q24 suggested soft growth outlook may persist, as seen
in the drop in PMI to sub-50 and soft consumption and capital goods imports.
Nonetheless, latest indication from selected consumers and retailers suggests
still resilient sales growth in 3Q24 (e.g., MYOR Aug24 sales indication still in
line with its 10-12% FY24 yoy growth, SSSG of ACES and MIDI at 7.6-10.4%
yoy). On a more positive note, we finally see room for liquidity improvement
by end of Sep24, as Bl issuance of SRBI has continued to trend down and has
been outpaced by the purchase of SBN. This, combined with Bl’s surprise
25bps rate cut, shall offer the much-awaited liquidity support for the banks.
We believe the major tailwind for JCI also comes from the IDR appreciation,
which will mainly benefit the consumers sector, based on our observation.

Raise JCI target to 8,238; preferred picks on high beta stocks

We raise our FY24-end JCI target to 8,238 (from 7,680 prev.), based on a
higher PE multiple of 15.4x (its 10-year mean, vs. 14.2x prev.), with bull/bear
target of 8,395/8,080). While our 12-month forward EPS growth assumption
of 8% is unchanged, the higher multiple is predicated on the potential growth
upside amid the tailwind from strengthening IDR and falling bond yield. We
continue to favour the high-beta stocks, namely banks (top picks: BBCA Buy
TP Rp12,400, BBNI Buy TP Rp7,600, ARTO Buy TP Rp3,800), property (CTRA
Buy TP Rp1,700, SMRA Buy TP Rp1,000) and add ASII (Buy, TP Rp5,700) and
GOTO (Buy, TP Rp90) into our stock selections. Aside from the high-beta
stocks, we also like TLKM (Buy, TP Rp4,250) and MYOR (Buy, TP Rp3,350).

See important disclosure at the back of this report 1
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Riding the Wave of Earnings Growth, Strong IDR
and Liquidity Catalysts

Is Fed’s 50bps First Rate-cut Bullish or Bearish for JCI?

Prior to yesterday’s 50bps first rate cut, the Federal Reserve had only enacted
an initial 50bps reduction in 2001 and 2007. In both cases, these cuts were
followed by economic recessions (GDP growth contracted -1.6% in 3Q01 and
-2%/ -8.5 in 3Q/ 4Q08) and significant corrections in the U.S. equity markets,
with the S&P 500 Index declining by -13.5% and -23.9% over the following 12
months post first rate cut in both years.

JCl's performance during these periods was only slightly better, recording a -
6% and -21% performance post Fed’s first rate-cut in 2001 and 2007 (see the
table below for full performance details). Market’s trajectory during these
times showed divergence, with JCI outperforming 6-12 months prior to the
2007 rate cut, experiencing short-term underperformance 3-6 months after
the cut, and then returning to outperformance 12 months post-cut (2001 was
a reverse of 2007’s performance pattern). Current market trends suggest the
possibility of continued short-term performance, following the pattern seen
in 2007. On the sectoral basis, the interest-sensitive sectors (i.e., banks,
property) were among those that outperformed during the period prior to
rate cut in 2007, with continuing outperformance in 3 months post the first
cut.

Exhibit 1. JCl performance (2001, 2007, 2024) vs. Fed rate cut
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Exhibit 2. JCI performance and sectors vs. Fed rate cut (2001, 2007)

Year Before After
12-Month 6-Month 3-Month 3-Month 6-Month 12-Month

il 2001 -42.0% -19.5% -5.1% -8.2% 5.6% -6.0%
2007 51.9% 26.2% 5.3% 18.1% 4.5% -21.0%
USDIDR 2001 33.7% 6.2% 8.5% 9.6% 18.9% 8.9%
2007 3.0% 2.3% 5.0% 0.2% -1.7% 0.2%
Agriculture 2001 -40.6% -23.5% -7.1% -22.9% -4.7% -28.9%
2007 105.8% 52.4% 2.2% 46.5% 59.3% -25.8%
Mining 2001 -33.4% -20.5% -10.5% -5.5% 3.9% -6.6%
2007 156.0% 45.6% 14.4% 67.7% 49.4% -7.0%
Consumer 2001 -29.3% 2.4% 12.5% -5.7% 3.7% -11.0%
2007 22.2% 11.6% -5.7% 1.6% -2.7% -9.4%
Provert 2001 -51.7% -30.5% -14.1% -11.0% -6.5% -0.1%
perty 2007 193.7% 65.8% 11.9% 6.5% -16.3% -39.4%
Finance 2001 -39.4% -20.8% -8.3% -12.9% -3.3% 3.9%
2007 39.9% 21.6% 2.2% 7.8% -7.8% -13.6%
Infrastructure 2001 -53.6% -32.0% -22.5% 11.1% 47.2% 33.5%
2007 23.1% 14.6% 7.9% 6.5% -6.5% -33.1%
Basic Industry 2001 -56.2% -42.3% -16.0% -25.8% -13.0% -29.4%
2007 69.0% 36.1% 14.4% 13.3% -9.3% -20.7%
Miscelaneous 2001 -35.1% -13.8% -2.6% -14.9% -8.8% -20.0%
2007 55.5% 37.8% 11.8% 28.4% 12.5% -8.4%
Trade & 2001 -42.9% -22.2% -5.8% -11.7% 1.6% -12.0%
Service 2007 48.6% 20.1% -8.3% 5.5% -1.9% -28.8%

Source: Bloomberg, BRIDS

Steady earnings growth outlook may continue to support market inflows

We believe that EPS growth will remain a key driver for market flows and
performance. In FY01-02, JCI’s EPS growth was -12.2% and in FY07-08 was -
0.3%, compared to earnings contraction of -22.9% and -30.2% in SPX. At
present, JCI's 12-month forward EPS growth (based on Bloomberg consensus)
has remained steady at 7%, putting JCl among the attractive markets within
EM universe. Despite the still mixed macro outlook, we have also observed
that in 7 of past 10 years, consensus EPS estimates for the large-cap stocks
were maintained or upgraded in 3Q.

Exhibit 3. EPS growth differential JCI, US FY02, FYO0S8, FY24 Exhibit 4. JCl vs. EM peers
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*Based on Bloomberg Earnings & Estimates EPS before XO, Positive
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Exhibit 5. BRIDS 24-25F EPS Growth Outlook

Core Net Profit

Sector FY23 FY24F FY25F Growth 24F  Growth 25F
Banks 189,911 198,940 219,370 4.8% 10.3%
Commodities 79,694 86,243 84,434 8.2% -2.1%
Heavy Equipment 21,262 19,573 18,527 -7.9% -5.3%
Coal 43,685 33,763 27,879 -22.7% -17.4%
Metal 5,893 24,716 29,893 319.4% 20.9%
Oil and Gas 8,854 8,191 8,134 -7.5% -0.7%
Non-Commodities 135,477 150,817 166,540 11.3% 10.4%
Auto 33,009 29,425 29,660 -10.9% 0.8%
Cement 3,977 3,192 3,830 -19.7% 20.0%
Cigarettes 13,416 12,196 12,951 -9.1% 6.2%
Consumer 30,180 33,224 35,541 10.1% 7.0%
Healthcare 2,992 3,793 4,488 26.8% 18.3%
Industrial Estate 1,349 1,166 1,577 -13.6% 35.3%
Infrastructure 2,471 3,160 4,206 27.9% 33.1%
Media 1,236 1,940 2,212 57.0% 14.0%
Poultry 3,449 5,900 6,700 71.0% 13.5%
Property 8,002 10,827 11,629 35.3% 7.4%
Retail 4,664 4,876 5,735 4.5% 17.6%
Technology (12,911) (6,453) (2,348) 50.0% 63.6%
Telco 29,969 33,261 35,065 11.0% 5.4%
Tower 6,951 7,138 7,404 2.7% 3.7%
Utility 6,723 7,171 7,890 6.7% 10.0%
Overall 405,083 436,000 470,344 7.6% 7.9%
Banks Only 189,911 198,940 219,370 4.8% 10.3%
Commod's Only 79,694 86,243 84,434 8.2% -2.1%
Overall exc. Commod's 325,389 349,757 385,910 7.5% 10.3%
Overall exc. Tech 417,994 442,453 472,692 5.9% 6.8%

Source: BRIDS Estimates

Not all is bleak on the growth front; tailwinds from liquidity and IDR

Macro indicators in 3Q24 suggested soft growth outlook may persist, as seen
in the drop in PMI to sub-50 and soft consumption and capital goods imports.
Nonetheless, latest indication from selected consumers and retailers suggests
still resilient sales growth in 3Q24 (e.g., MYOR Aug24 sales indication still in
line with its 10-12% FY24 yoy growth, SSSG of ACES and MIDI at 7.6-10.4%
yoy). On a more positive note, we finally see room for liquidity improvement
by end of Sep24, as Bl issuance of SRBI has continued to trend down and has
been outpaced by the purchase of SBN. This, combined with Bl’s surprise
25bps rate cut, shall offer the much-awaited liquidity support for the banks.
We believe the major tailwind for JCl also comes from the IDR appreciation,
which will mainly benefit the consumers sector, based on our observation.

bridanareksasekuritas.co.id See important disclosure at the back of this report 4
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Exhibit 6. Consumer Sector Revenue and Op. Profit Growth

Exhibit 7. Retail Sector Revenue and Op. Profit Growth
during IDR Strengthening
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Exhibit 8. SRBI Issuance vs SBN Purchase (Rptr)

Exhibit 9. SRBI Cumulative Trend (Rptr)
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Exhibit 10. Monetary Operations Outstanding (Rptr)
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Exhibit 11. Macroeconomic monthly indicators

Oct-23  Nov-23 Jan-24  Feb-24 Mar-24 Jun-24
Consumer Confidence Index 125.2 121.7 124.3 123.6 123.8 125.0 123.1 123.8 125.2 123.3 1234 124.4
Current Economic Condition Index 115.5 112.2 114.4 113.0 113.6 115.6 110.9 113.8 115.4 112.9 113.5 114.0
Retail Index %yoy 11 15 24 21 0.2 ilal 6.4 9.3 -2.7 21 2.7 4.5 5.8
Manufacturing PMI Index [ 89 23 515 51.7 52.2 52,9 5270 542 52.9 521 507

Consumer Price Index %yoy 3.3 218 2.9 2.6

Bl Policy Rate % 5.8 5.8

Nominal exports %yoy | 212 182 -104 -86 5.8 -8.1 -9.6 -42 17 29 1.2 6.5 7.1
Trade Balance ussbn 31 3.4 3.5 24 3.3 2.0 0.8 4.5 29 2.9 24 0.5 29
Government Revenue* %yoy -3.0 1.6 -11 13.4 253 -7.2 -1.4 -3.5 -13.7 -7.1 -6.2 -4.3

Fiscal Surplus/deficit* % of GDP 0.7 0.3 0.0 -0.2 =il.7/ 0.1 0.1 0.0 0.3 -0.1 -0.3 -0.4

Loan Growth %yoy 11.4
Investment Loan Growth %yoy 13.08
SRBI Issuance Rptr 79.71
SRBI Yield % 7:e)
Equity Foreign Flow Rptr 29
Bonds Foreign Flow Rptr 39.24

*Cummulative month

Aug-23 Oct-23  Nov-23 Jan-24 Mar-24 Apr-24 May-24  Jun-24

Automotive

4W Wholesale - 3mo. rolling Index (base:2019) 976 %5 %5 947 %8 97 8.4 83 75.2 755 754 852 87.2

Motorcycle Distribution - 3mo. rolling___ Index (base:2019) 922 932 957 980 929 976 9.8 1064 9.7 925 830 990 1032
Cement

Volume - 3mo. Rolling Index (base:2019) 1046 1082 1085 1087 1088 1034 946 890 772 823 834 999 1018
Banks

Loan growth %yoy 111 121 117 12.5 132 15.0 147 153 163 15.2 152 147

NIM % 6.4 63 6.0 59 6.0 6.0 5.7 6.1 5.7 5.9 5.9 6.0

CoC % 14 14 08 100 od 1.0 25 12 14 14 02 12
Coal

113 Us$/ton 7077 7336 8091 7971 7964 7940 789 7822 7250 7356 7273  7.54 7210

icl4 us$/ton 5085 5276 6007 5835 5828  57.54 5695  57.20 5451 5593 5443 5272 51.20
Nickel

NPI Us$/ton 13,685 13943 13365 12,144 | 41,167 11,042 11,427 11,620 11543 11,743 11803 11,687 12,294

Source: Various sources, BRIDS

Raise JCI target to 8,238; preferred picks on high beta stocks

We raise our FY24-end JCI target to 8,238 (from 7,680 prev.), based on a
higher PE multiple of 15.4x (based on 10-year mean, vs. 14.2x prev.), with
bull/bear target of 8,395/8,080). While our 12-month forward EPS growth
assumption of 8% is unchanged, our higher multiple is predicated on the back
of the improving growth outlook amid the tailwind from strengthening IDR
and falling bond yield. We continue to favour the high-beta stocks, namely
banks and digital banks (top picks: BBCA Buy TP Rp12,400, BBNI Buy TP
Rp7,600, ARTO Buy TP Rp3,800), property (CTRA Buy TP Rp1,700, SMRA, Buy
TP RP1,000) and add ASII (Buy TP Rp5,700) and GOTO (Buy TP Rp90) into our
stock selections. We also add two low-beta stocks, namely TLKM (Buy, TP
Rp4,250) and MYOR (Buy, TP Rp3,350).

Please see Victor Stefano's latest report on banks and Ismail Suweleh's on
property sectors outlook.

Exhibit 12. Stock Pick Valuation

X Market Cap Cur.rent Tar.get P/E (x)

Company Rating (Rpbn) Price Price Comment
(Rp/share) (Rp/share) 24F 25F

BBCA Buy 1,343,698.0 10,900 12,400 25.37 23.19 9.4% |Potential beneficiary of Bl rate cut and foreign fund inflow
BBNI Buy 217,256.8 5,825 7,600 10.02 8.93 12.3%|Potential beneficiary of Bl rate cut
ARTO Buy 43,508.6 3,140 3,800 | 348.51 234.96 48.3%|High-beta pick; potential beneficiary of Bl rate cut
CTRA Buy 24,559.8 1,325 1,700 10.7 9.0 19.1%|Potential positive sentiment from Bl rate cut
SMRA Buy 11,556.0 700 1,000 13.4 13.1 2.6%|Potential positive sentiment from Bl rate cut
ASII Buy 213,550.7 5,275 5,700 7.06 7.06 -0.1%|Potential positive sentiment from Bl rate cut
GOTO Buy 75,702.8 63 90 n.m n.m -16.3%|High-beta pick; improving earnings momentum
TLKM Buy 311,055.4 3,140 4,250 12.9 11.9 8.6%|Potential beneficiary of foreign fund inflow; improving earnings momentum
MYOR Buy 62,157.2 2,780 3,350 18.7 16.8 11.3%|Potential beneficiary of strong IDR

Source: Bloomberg, BRIDS Estimates

bridanareksasekuritas.co.id See important disclosure at the back of this report 6
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Disclaimer

The information contained in this report has been taken from sources which we deem reliable. However, none of PT BRI Danareksa Sekuritas

and/or its affiliated and/or their respective employees and/or agents makes any representation or warrant (express or implied) or accepts any

responsibility or liability as to, or in relation to, the accuracy or completeness of the information and opinions contained in this report or as to
any information contained in this report or any other such information or opinions remaining unchanged after the issue thereof.

We expressly disclaim any responsibility or liability (express or implied) of PT BRI Danareksa Sekuritas, its affiliated companies and their
respective employees and agents whatsoever and howsoever arising (including, without limitations for any claims, proceedings, action, suits,
losses, expenses, damages or costs) which may be brought against or suffered by any person as results of acting in reliance upon the whole or
any part of the contents of this report and neither PT BRI Danareksa Sekuritas, its affiliated companies or their respective employees or agents

accepts liability for any errors, omissios or mis-statements, negligent or otherwise, in the report and any liability in respoect of the report or any
inaccuracy therein or omission therefrom which migh otherwise arise is hereby expresses disclaimed.

The information contained in the report is not to be taken as any recommendation made by PT BRI Danareksa Sekuritas or any other person to
enter into any agreement with regard to any investment mentiond in this document. This report is prepared for general circulation. It does not
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