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Peaking outflow with ample catalysts
ahead; banks/staples are our picks

m  We are bullish with JCI on the back of: 1) rate cut cycle benefitting EM, 2)
strong economic team in the cabinet and 3) possible beat in 3Q earnings.

m  We expect staples and banks to deliver strong earnings, the latter from
robust loan, better NIM and CIR especially for BMRI/BBRI.

m  China outflow has also somewhat peaked as historically it amounts Rp7-
8tr/0.08-0.15% of mkt cap vs. current outflow of Rp12.4tr/0.12% mkt cap.

Ample catalysts for JCI

We think JCI is poised to re-rate this 4Q and next year given that: 1) rate cut
cycle benefitting EM — note that JCI always re-rated during rate cut cycle
except for 2015 (due to start of Fed rate hike) and 2020 (Covid), 2) strong
economic team in the upcoming Prabowo’s cabinet and 3) high possibility of
beat in earnings given the low expectation — consensus expects only flat to
+1% earnings growth.

Upcoming cabinet also suggests a strong economic team

Recent newsflow also suggested that there will be no major changes in the
upcoming cabinet especially on the economic side; currently we expect both
Minister of Finance and Minister of SOE (including the vice minister) to
remain unchanged which shall also alleviate investors’ concern on the budget
discipline and changes in SOE’s management.

JCI ex-BREN/AMMN/TPIA valuation looks attractive

JCI currently traded at 12.7x P/E (ex-BREN/AMMN/TPIA) vs. 10Y average of
16.6x and 2.0x P/B vs. 10Y average of 2.6x, an undemanding valuation in our
view. Compared to other markets, JCI P/E currently trades at 31% premium
against HSI vs. 10Y average premium of 58%; while at 39% discount against
NIFTY vs. 10Y average discount of 6%. At the same time, we expect overall
JCI earnings to improve to 6-7% in FY25F vs. flat to +1% in FY24F; this shall
also suggest that 3Q24 earnings for our coverage to be at least in-line or
slightly beating estimates i.e. staples and banks (strong gogq improvement).

Peaking foreign outflow; BBRI and GOTO looks attractive

We estimate that JClI recorded Rp12.4ir of foreign outflow since
announcement of China stimulus on 24Sep (0.12% of market cap), however
we think the outflow has peaked. We took cue back in two periods during
China rally (2014-2015 SHCOMP up by 125% vs. JCI +7% and Apr-Jun22
SHCOMP up by 12% vs. JCI -4%) where the outflow amounted around Rp7-
8tr or 0.08-0.15% of market cap. Concurrently, JCI recorded Rp1.71r of inflow
YTD, however if we exclude BREN/AMMN/TPIA, JCI recorded a massive
Rp7.3tr of outflow, this was largely contributed by BBRI at Rp19.4tr (2.7% of
market cap, higher than Covid sell-off of 2.1% market cap), ASIl at Rp3.2tr,
TLKM and GOTO at Rp1.2tr. We think out of those 4 stocks, we think BBRI
and GOTO has the biggest upside from reversal of foreign flow.

Banks and consumer are our picks

We continue to like banks (BMRI/BBRI/BBTN) and consumer (especially
staples) as we think both sectors provide the biggest earnings upside for this
year and next. At the same time, we also like the top-down stories for both
sectors: 1) main beneficiary of rate cut cycle (link to our note) for banks and
2) Government’s focus on MSME i.e. free lunches and 3 million housing
programs shall help to improve overall purchasing power/affordability.
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Fig. 1: JCI always re-rated during rate cut cycle except for 2015 (due to start of Fed

hike) and 2020 (Covid)
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Fig. 2: JCl is currently trading at 12.7x P/E vs. 10Y avg. of 16.6x P/E_ Fig. 3: JCl is currently trading at 2.0x P/B vs. 10Y avg. of 2.6x P/B
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Fig. 4: JCI P/E is currently trading at 31% premium against HSI vs.  Fig. 5: JCI P/B is currently trading at 88% premium against HSI vs.
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Fig. 6: JCI P/E is currently trading at 39% discount against NIFTY

Fig. 7: JCI P/B is currently trading at 38% discount against NIFTY
vs. 10Y average discount of 3%

vs. 10Y average discount of 6%
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Fig. 8: China outflow has also somewhat peaked as historically it represents Rp7-

8tr/0.08-0.15% of mkt cap vs. current outflow of Rp12.4tr/0.12% mkt cap
JCI F.Flow

F.Flow as %

Period SHCOMP (RG + TN,
of mkt. cap
Rp tr)
Jun-14 May-15 125% 7% (7.3) 0.15%
Apr-22 Jun-22 12% -4% (7.6) 0.08%
Sep-24 Oct-24 12% -2% (12.4) 0.12%

Source: Bloomberg, Indo Premier

Fig. 9: YTD Sep24 foreign net flow (RG+TN) —in Rp bn
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Fig. 10: Sep24 top 15 foreign inflow (YTD) Fig. 11: Sep24 top 15 foreign outflow (YTD)

Changes in Changes in

Changes in Changes in

YTD flol\::r((::rl;n) S;::fll( local fund foreign fund J@YTD roS:r((I:g:m) S'::;k local fund foreign fund

weight (bp) weight (bp) weight (bp) weight (bp)
BBCA 6,588 10% (74) 228 BBRI (19,432) -14% (17) (380)
TPIA 6,408 61% (36) 50 ASI (3,194) -11% (37) (96)
BMRI 3,096 14% (32) 253 TOWR (1,581) -14% 2 (21)
AMMN 3,021 42% 40 62 ANTM (1,364) -13% 6 (16)
BRIS 2,235 73% 36 22 TLKM (1,252) -24% (217) (184)
AMRT 1,905 8% 6 44 GOTO (1,208) -23% (16) (7)
ADRO 1,509 54% 48 44  MDKA (1,094) 2% 53 1
TMVA 1,270 35% 0 0 INCO (575) 0% 9 1
FILM 915 -21% (0) 1 BRPT (562) -21% 9) (10)
PGAS 809 27% 24 13  UNVR (430) -37% (54) (25)
MIKA 800 11% (7) 5 BREN (428) -12% 2 (102)
BULL 794 -17% (0) 0 JSMR (400) 1% 25 (1)
ARTO 782 5% (6) 7 BTPS (384) -28% (2) (5)
INDF 760 9% 16 10 TSPC (379) 49% 1 1
OASA 731 1% 0 0 HMSP (361) -15% (3) (4)
Source: Indo Premier Source: Indo Premier
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SECTOR RATINGS

OVERWEIGHT : An Overweight rating means stocks in the sector have, on a market cap-weighted basis, a
positive absolute recommendation

NEUTRAL : A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral
absolute recommendation

UNDERWEIGHT : An Underweight rating means stocks in the sector have, on a market cap-weighted basis, a

negative absolute recommendation

COMPANY RATINGS

BUY . Expected total return of 10% or more within a 12-month period
HOLD . Expected total return between -10% and 10% within a 12-month period
SELL :  Expected total return of -10% or worse within a 12-month period

ANALYSTS CERTIFICATION

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.

DISCLAIMERS

This research is based on information obtained from sources believed to be reliable, but we do not make any
representation or warranty nor accept any responsibility or liability as to its accuracy, completeness or correctness.
Opinions expressed are subject to change without notice. This document is prepared for general circulation. Any
recommendations contained in this document do not have any regard to the specific investment objectives, financial
situation and the particular needs of any specific addressee. This document is not and should not be construed as an
offer or a solicitation of an offer to purchase or subscribe or sell any securities. PT Indo Premier Sekuritas or its
affiliates may seek or will seek investment banking or other business relationships with the companies in this report.



