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Looks Promising by Recent IKEA Acquisition

NEUTRAL
Indonesian middle class has swollen from 50 million in 2003 to 131
million as at Dec 2011, whilst GDP per capita has tripled over the
same period (see table 1). Recent McKinsey report highlights
Indonesia’s expanding class of consumers with significant
purchasing power which is defined as consuming class will double
by 2030. The addition of significant number of people to Indonesia’s
consuming class with considerable discretionary expenditure is huge
opportunity. Therefore it will spur retailer’s sales growth, especially
those who could survive through the tight market penetration and
competition.
HERO is one of the largest modern retail stores in Indonesia
comprised of large format retailing stores, Giant and Hero, and
specialty stores, Starmart and Guardian. Each brand has different
market segmentation, for instance Hero supermarket is aiming to
serve middle high-class, while Giant serves middle-low class.
Guardian, engages in modern pharmacies and health and beauty
stores, and Starmart are the fast-growing company’s
specialty stores brand, marked by increased stores number by 9.4%
year to date. Basically, main company’s operation was located in
Java, but as our point view based on number of stores in Kalimantan
and Papua, we thought that East Indonesia still has ample room for
modern retail store to grow, especially mentioning fewer number of
competitors and cheap land prices. With the absent of competitor,
HERO’s way to penetrate the market will be much easier.
Hero has strong potential to become a growth stock supported by
acquisition of IKEA brand recently. Ikea, one of globally-known
furniture brand was expected to spur HERO’s sales growth as the
new store opening in 2014. While the new store will be located in
Alam Sutera, Tangerang, it could probably penetrate Jabodetabek’s
market as most of the products are flat-packed with instructions to
assemble it at home. Yet the management team also indicated that
new store would have a totally different concept compared with
other IKEA stores thus we expected people will be enticed to visit
the store. But, due to lack of guideline from the company, we
maintain neutral stance for the time being.
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Table 1: Indonesian population growth
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Table 2: HERO’s stores number growth
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Table 3: Total Stores per Retailer by Region
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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.
Additional information is available upon request.
Images may depict objects or elements which are protected by third party copyright, trademarks and other intellectual
properties.
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