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Chinese automakers: value emerging. Chinese automakers, Wuling and
DFSK have been selling their products in Indonesia since 3Q17. Both of
them had established their factory in Indonesia, Wuling in Cikarang and
DFSK in Cikande, as a sign of commitment. Despite the exponential sales
booking, market share taken was fairly small. Nonetheless, one question
remains, if these Chinese automakers continue launching new models, one
after another, will they be able to reshape the Indonesia automotive
landscape? While there is no definite answer to this question, our report
shows daring value proposition offered by these newcomers; some are
better than the current/existing value proposition. Hence, we cannot
neglect the possibility of these newcomers becoming game changer to the
Industry.
Avanza 1.5 G M/T vs Confero 1.5 L value comparison
Car Model

2019
Price*
(A)

Avanza 1.5 G M/T 221,250

Resale
value*

2024
Price

Value used

Price discount Adjusted value
to Avanza
used

(B)

(C)

(D)

(E)

(F)

70.0%

154,875

66,375

0

66,375

Confero 1.5 L

174,800

35.5%

61,975

112,825

(46,450)

66,375

Confero 1.5 L

174,800

40.0%

69,920

104,880

(46,450)

58,430

Confero 1.5 L

174,800

50.0%

87,400

87,400

(46,450)

40,950

Confero 1.5 L

174,800

60.0%

104,880

69,920

(46,450)

23,470

* P rice stated in tho usand o f Rupiah
B : A ssumptio n o n resale value after 5 years o f usage (% o f initial value)
C :A xB
D : A - C, depreciatio n in 5 years
F : D + E, value used + price disco unt

Source : Various, Sinarmas Investment Research

Based on our simple calculation, the equilibrium of adjusted value used
between Avanza 1.5 G M/T and Confero 1.5 L is achieved when 5-year
resale value of Wuling’s drops to 35.5%. Higher than 35.5%, Wuling’s
already provide better value. Worth to note that our depreciation is
adjusted with the initial discount to Avanza and we assume the
maintenance cost for both models are the same. Be that as it may,
attractive value proposition offered by Wuling may disrupt the industry.
The war continues in 2019. Nissan will likely launch its New Livina model
which share the same platform with Mistsubishi Xpander in March. Honda
with its Mobilio is expected to have minor change will also be launched in
first quarter of 2019, while Mitsubishi Xpander and Suzuki Ertiga which are
two of the top choice in the segment will also get minor updates. From
Chinese automakers, there are also Wuling Almaz and DFSK Glory 560. As
competition will be tough, we look where automakers will improve their line
-up with better features to win the favor of potential buyers, while the least
updated model keep losing market share.
Implications on Astra. Astra has been benefited from its long established
after-sales service, and high resale value with strong customer base.
However, we see that the market has changed. There are plenty options
provided by other auto brands that eagerly want to gain market share.
Products with good specs and more features are now being offered to
customers in competitive pricing compared to Astra’s auto brands.
Therefore, we believe there is no other way for Astra to hold its dominance
in Indonesia automotive industry other than to improve the product lineup; this may hurt profitability from manufacturing perspective. All in all,
we reiterate our NEUTRAL rating on Astra International with FY19
TP of IDR 8,650.
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Same value, better features. In details of specification and features,
both Confero S 1.5 L & Avanza 1.5 G offer the same ~1,500cc gasoline
engine with similar power and torque, 5 speed manual transmission, rear
wheel drive with same tire and wheel size, and seats capacity. Safety and
feature wise, both offers dual SRS airbag, ISOFIX, ABS, and rear parking
sensor. In addition, Confero S also has a rear parking camera, Tire
Pressure Monitoring System (TPMS), Electronic Brake-force Distribution
(EBD), and rear LED fog lamp, which Avanza does not has.
Specs and features comparison
Car Model

Wuling Confero S 1.5L

Toyota Avanza 1.5G M/T

Wuling Cortez 1.8 C

Engine & Transmission
Engince displacement (cc)
Engine type
Max. Power (Hp/rpm)
Max. Torque (Nm/rpm)
Fuel
Transmission

1,485
4 Cyl in-line DOHC, DVVT
107/5,800
142/(3,800-4,400)
Gasoline
5 Speed Manual

1,496
IL, 4 Cyl, 16V, DOHC, Dual VVT-i
103/6,000
136/4,200
Gasoline
5 Speed Manual

1,798
4 Cyl in-line DOHC,VVT-i
129/5,600
174/(3,600-4,600)
Gasoline
6 Speed Manual

Chassis
Drive type
Brakes (Front)
Brakes (Rear)
Tires

RWD
Disc
Disc
195/60 R15

RWD
Disc
Drum
195/60 R15

FWD
Disc
Disc
205/55 R16

Dimension
Length (mm)
Width (mm)
Height (mm)
Seats

4,530
1,691
1,730
7 & 8 seats

4,190
1,660
1,695
7 Seats

4,780
1,816
1,755
7 Seats

Dual SRS Airbag
V
V
V
Front & Rear
V

Dual SRS Airbag
V
X
X
Rear
X

Dual SRS Airbag
V
V
V
Rear
V

V
V
V
V
V
V
V
V

V
V
V
V
V
X
V
V

V
V
V
V
V
V
V
V

174,800,000

221,250,000

222,000,000

Safety & Security
Airbags
ABS (Anti-lock Braking System)
EBD (Electronic Brake-force Distribution)
Rear parking camera
Parking sensor
TPMS (Tire Pressure Monitoring System)
Others
Touchscreen Head Unit
Steering Switch Control
DRL (Daytime Running Light)
Projector Headlight w/ Follow Me Home
Retractable rearview mirror w/ LED turning signal
LED Rear Fog Lamp
ISOFIX
Tilt Steering
Price (IDR)

Source : Company data, Sinarmas Investment Research

Moreover, Wuling also has a good build quality comparable to Toyota, in
our opinion. On the other hand, at the same price with Toyota Avanza 1.5
G M/T (~IDR 222 Mn), Wuling Cortez 1.8 C offers 1,798cc gasoline engine
with more power and torque compared to Avanza, and 6 speed manual
transmission. Size wise, it is comparable to Innova and equipped with
better specs and features.
The 3 major concerns. Wuling has been in the Indonesia 4W market
since July 2017. Until end of 2018, Wuling only sold 16.7 thousand cars
and grabbed 1.5% of total market share in Indonesia automotive market.
However, we observe that market is still in process of learning the products
itself. There are 3 main concerns about the Chinese carmaker: 1) product
quality, 2) after-sales service & financing support, and 3) re-sale value.
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1) Well built. We learn that Wuling has a good build quality and robust
engine performance. Citing from an independent car reviewer (Otodriver),
the durability of Wuling Cortez was tested by going 24 laps (96 Km) in
Sentul circuit, ramming the engine to 4,000-5,000 rpm non-stop. Before
they go to the lap, they tested the 1-100 Km/h time firstly to compare with
the after 24 laps 0-100 Km/h time. The acceleration time from 0 to 100
Km/h after 24 laps is the same as before the laps, 0-100 Km/h in 19.8
second, which indicates there is no decrease in engine performance. Apart
from that, everything was well intact, undamaged from the excessive
driving. There is no weird sound coming from under the hood, air
conditioner still blowing cool air to cabin, and no brake fade detected
during the test.
Wuling Cortez engine durability test by Otodriver

Source : Otodriver.com, Sinarmas Investment Research

2) Building supportive ecosystem. Developing after-sales ecosystem,
Wuling has managed to open 92 dealerships as of current and targets to
open 120 dealerships until end of 2019. Warranty wise, they offer 3 years/
100,000 Km general warranty, main transmission and engine component,
plus 4 years/50,000 Km free periodic maintenance. With the number of
Wuling dealerships to keep rising, attractive warranty, and free periodic
maintenance offered to customer, we believe the good after-sales
experience will lead to better car sales eventually. Moreover, Wuling is in
progress to establish new multifinance business to supports sales.

Wuling effort to build brand equity with warranty and service in number of dealership

Source : Company data, Sinarmas Investment Research
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3) Not as low as people thought. Re-sale value wise, we think that it is
too early to judge the resale value of Wuling car at current, as the car is
only used in 1 year or less. Despite the resale value will be not as good as
the established and preferred Japanese auto brand like Toyota and Honda,
but still, we think that it will not be as bad as most people thought. As we
mentioned before, given the initial discount to other auto brands, with
comparably same specs and features, Chinese auto brands offer attractive
value for money for its products. Being conservative, we believe the resale
value won’t be less than 40% in the fifth year.
Game changer potential. Despite the short presence in Indonesia auto
market, Chinese automakers, especially Wuling has gained a quite
impressive sales in 2018. Throughout 2018, Wuling sold 17k units (up
237% YoY) and grabbed 1.5% market share. They offer impressive value
for money on its line-up, better than its competitors, while gaining brand
equity through adding more dealership, service center, and provide
attractive warranty to tackle market doubts will take some time. However,
time will proof everything from the quality, after-sales service and the
resale value. Finally, we believe just like Xiaomi in the mobile phone
market, Chinese auto brands may potentially be a game changer for the
industry and need to be considered as a threat to other established auto
brand in Indonesia.
Wuling Almaz and DFSK Glory 560 model

Source : Company data, Sinarmas Investment Research

Duo Chinese automakers to launch new SUV models: Wuling Almaz
and DFSK Glory 560. Recently, Wuling has publicly introduced its new
SUV line up (Almaz). Specification and features wise, it is very complete
and comparable to Honda CR-V which has 1.5 liter engine with
turbocharger. We believe the engine and transmission is not as
sophisticated as Honda’s, but the attractive thing is the price point which
Wuling has not decided yet. If the pricing is good, it could be Wuling’s key
model to grab market share.
On the other side, DFSK is also preparing the launch of new Glory 560
model before Eid al-Fitr this year. The model will be positioned under Glory
580 which is priced at IDR 246 Mn to IDR 308 Mn. Moreover, DFSK 560 is
rumored to has 1,500cc turbo engine and 7-seater and equipped with good
features. Hence, we believe the launching of these two models could
disrupt the LSUV segment which is also crowded by Toyoya Rush, Daihatsu
Terios, Mitsubishi Xpander, and both Honda HR-V and BR-V.
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Appendix
Wuling Almaz features

Source : Wuling, Sinarmas Investment Research

Nissan’s new MPV model seen in Jakarta-Cikampek toll road lately

Source : Autonetmagz.com, Sinarmas Investment Research
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DISCLAIMER
This report has been prepared by PT Sinarmas Sekuritas, an affiliate of Sinarmas Group.
This material is: (i) created based on information that we consider reliable, but we do not represent that
it is accurate or complete, and it should not be relied upon as such; (ii) for your private information, and
we are not soliciting any action based upon it; (iii) not to be construed as an offer to sell or a solicitation
of an offer to buy any security.
Opinions expressed are current opinions as of original publication date appearing on this material and
the information, including the opinions contained herein, is subjected to change without notice. The
analysis contained herein is based on numerous assumptions. Different assumptions could result in
materially different results. The analyst(s) responsible for the preparation of this publication may
interact with trading desk personnel, sales personnel and other constituencies for the purpose of
gathering, integrating and interpreting market information. Research will initiate, update and cease
coverage solely at the discretion of Sinarmas Research department. If and as applicable, Sinarmas
Sekuritas’ investment banking relationships, investment banking and non-investment banking
compensation and securities ownership, if any, are specified in disclaimers and related disclosures in this
report. In addition, other members of Sinarmas Group may from time to time perform investment
banking or other services (including acting as advisor, manager or lender) for, or solicit investment
banking or other business from companies under our research coverage. Further, the Sinarmas Group,
and/or its officers, directors and employees, including persons, without limitation, involved in the
preparation or issuance of this material may, to the extent permitted by law and/or regulation, have
long or short positions in, and buy or sell, the securities (including ownership by Sinarmas Group), or
derivatives (including options) thereof, of companies under our coverage, or related securities or
derivatives. In addition, the Sinarmas Group, including Sinarmas Sekuritas, may act as market maker
and principal, willing to buy and sell certain of the securities of companies under our coverage. Further,
the Sinarmas Group may buy and sell certain of the securities of companies under our coverage, as
agent for its clients.
Investors should consider this report as only a single factor in making their investment decision and, as
such, the report should not be viewed as identifying or suggesting all risks, direct or indirect, that may
be associated with any investment decision. Recipients should not regard this report as substitute for
exercise of their own judgment. Past performance is not necessarily a guide to future performance. The
value of any investments may go down as well as up and you may not get back the full amount
invested.
Sinarmas Sekuritas specifically prohibits the redistribution of this material in whole or in part without the
written permission of Sinarmas Sekuritas and Sinarmas Sekuritas accepts no liability whatsoever for the
actions of third parties in this respect. If publication has been distributed by electronic transmission,
such as e-mail, then such transmission cannot be guaranteed to be secure or error-free as information
could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The
sender therefore does not accept liability for any errors or omissions in the contents of this publication,
which may arise as a result of electronic transmission. If verification is required, please request a hardcopy version.
Additional information is available upon request.
Images may depict objects or elements which are protected by third party copyright, trademarks and
other intellectual properties.
©Sinarmas Sekuritas(2019). All rights reserved.
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