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Sector: Banking 

FLASH	NOTE:	Bottom	Fishing	or	Bear	Trap? 
Many	eyes	are	currently	directed	to	the	banking	sector,	as	it	is	trading	at	historically	discounted	Price‐to‐Book.	Meanwhile,	last	week’s	performance	
(4/15	‐	4/22)	was	quite	positive,	where	LQ45	banks	bounced	by	0.2%	(BBCA)	to	8.5%	(BBRI).	Is	this	the	time	to	start	bottom	 ishing?	Or	is	it	merely	a	
bear	trap?	

Judging	by	the	industry,	we	view	that	the	pressures	in	banking	industry	are	still	on.	Credit	growth	as	of	2M16	slowed	to	8.2%	YoY	from	10.4%	YoY	in	
FY15,	whereas	deposit	decelerated	to	6.9%	YoY	from	7.3%	YoY.	Liquidity	supply	issue	has	gotten	worse	with	credit	outpacing	deposit	for	the	last	four	
consecutive	months.	While	the	industry	may	face	liquidity	or	supply	bottlenecks,	as	an	addition,	NPL	surged	to	2.9%	(up	47	bps	YoY	/	38	bps	from	
FY15),	pressuring	pro itability	even	further	from	asset	quality’s	point	of	view.	
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Two	banks	under	our	coverage	have	reported	their	1Q16	earnings,	PT	Bank	Negara	Indonesia	(Persero)	Tbk	(BBNI)	and	PT	Bank	Tabungan	Negara	
(Persero)	 Tbk	 (BBTN).	 Both	 banks	 reported	 stand	 out	 performances,	 with	 credit/deposit/net	 pro it	 growth	 of	 21.2%/21.8%/5.5%	 for	 BBNI	 and	
19.0%/19.8%/22.1%	for	BBTN.	Spurred	by	accelerating	infrastructure	projects	and	one	million	housing,	BBNI	and	BBTN	are	bene ited	and	expected	
to	book	solid	earnings	FY16E.	Nevertheless,	we	see	NPL	cycle	is	not	over	yet	and	there	is	still	a	time	lag	for	NPL	to	stabilize.	Although	on	another	hand,	
we	hope	by	lending	rate	being	trimmed,	NPL	will	soon	to	come	down	(possibly	in	2H16).	We	continue	to	like	these	two	banks	due	to	the	catalysts	from	
infrastructure	and	housing	sector,	though	we	view	it	is	still	too	early	to	bottom	 ish	banking	stocks	given	the	current	over‐regulated	condition	with	
many	overhang	to	encounter	in	the	coming	months.		
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Arbitrating	from	last	week	rebound	in	stock	performance,	we	notice	that	the	optimism	in	banking	sector	is	still	there,	though	we	view	many	investors	
are	still	positioning	themselves	in	wait‐and‐see	stance	as	they	wait	for	further	clari ications	on	regulations	and	to	witness	the	impact	on	single	digit	
rate	cap	to	earnings.	In	the	mean	time,	any	major	upsides/capital	gains	will	be	taken	as	exit	opportunity.	We	believe	that	now	is	not	just	a	matter	of	
economic	recovery	issues,	but	more	on	overly	regulated	condition	that	may	pressure	pro itability.	We	maintain	our	NEUTRAL	call	on	Indonesian	
Banking	Sector	as	we	view	past	P/BV’s	merely	serve	as	historical	benchmarks	that	cannot	justify	valuations	to	the	upcoming	changes	in	the	
industry.	In	the	mean	time,	we	view	current	volatility	in	the	share	price	is	more	of	a	bear	trap	than	an	opportunity.	We	continue	to	advise	
investors	to	focus	more	on	sectors	that	has	more	promising	outlook	such	as	Property	(BSDE,	SMRA)	and	Consumer	Staples	(INDF,	GGRM,	
ROTI).	As	a	reminder,	though	share	price	of	BIG	4	banks	may	look		“cheap”,	we	are	still	far	from	FY15	low	(BMRI	IDR	7,150,	BBRI	IDR	7,975,	
BBCA	IDR	11,000,	and	BBNI	IDR	3,800).	

Source:	Company	Data,	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 hard-
copy version. 
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