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PT Wijaya Karya (Persero) Tbk is a construction-
based company primarily engaged in construction,
EPC, industry and real estate development.  The
company also invests in power plants and
manufactures industrial precast concrete.

We downgrade WIKA to a NEUTRAL with a target price of IDR 2,780/sh,despite FY15 revenue and earnings that beat our estimates by 23% and 4%,respectively. This implies 17x FY16E PER, 0.5 standard deviations below its5-year median. Going forward, WIKA has the necessary expertise to takeadvantage of different types of focus infrastructure projects. However, webelieve that our valuations warrant a discount to the historical median as:
New contract achievements YTD remain a far cry from our and
company’s guidance. To date, WIKA has recorded IDR 1.8tn in newcontracts, just 3.4% of its full year target. Including lowest bids and projectswhere WIKA has been declared the winner, the number is 9.8%. With this,we lower our new contracts and revenue-to-order book forecasts by 15%and 3%, respectively.
Involvement in Jakarta-Bandung HSR is a net negative, in our view.Although WIKA is likely to book ~IDR 34 tn in civil works from the project,we highlight that margins are likely to be supressed. As such, we forecastthat the company will generate 5-7% in gross margins, below FY14/15realization of 8%/10% within the infrastructure & building segment. Addingto the lower profitability,  WIKA will have to inject equity to support theirownership of the project. This could alternative investments in othermegaprojects that would otherwise be more profitable for the company.
HSR involvement only adds onto already piling funding issues. As therisk of the IDR 4tn state capital injection being cancelled looms, the companyis in dire need of external funds to support its investments. As WIKA ispotentially less able to take on ownership stakes in projects, its chances ofsignificant contract wins from the projects are also significantly decreased.We therefore forecast, in our bull case, IDR 46tn in new contracts (v.s. IDR53tn company guidance).
Our valuations. We value WIKA based on a DCF (WACC: 12.4%, LTG: 5.5%).We revise down our FY16 new contracts, along with FY17/18 margins as weforecast the Jakarta-Bandung HSR project to continue to contributesignificant portions of the company’s  overall performance in those years.

Company Update

Source: Company Data, Sinarmas Investment Research

Financial Highlights 2014 2015F 2016E 2017E 2018ERevenue (IDR bn) 12,463 13,620 24,385 29,522 30,551
% growth 9% 79% 21% 3%Gross Profit (IDR bn) 1,425 1,655 2,217 2,621 2,718Net Profit (IDR bn) 615 625 925 1,170 1,207
% growth 2% 48% 26% 3%EV/EBITDA (x) 10.2 6.8 6.0 5.7Gross Margin (%) 11.4% 12.1% 9.1% 8.9% 8.9%Net Margin (%) 4.9% 4.6% 3.8% 4.0% 4.0%Return on Equity (%) 18.3% 13.4% 11.6% 10.2% 9.8%Return on Assets (%) 5.3% 4.1% 4.0% 4.0% 4.1%

Share Price PerformancePrice (IDR) 2,54052-Week High (03/23/15) 3,63052-Week Low (08/24/15) 2,37052-Week Beta 1.49YTD Change/%  -100/-3.79%
Stock InformationMarket Cap (IDR) 15,619.0 BShares Out/Float (M) 6,149.2/2,144

NEUTRAL
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New Contracts Are Still Far From Estimates

Source: Bloomberg,  Sinarmas Investment Research

*WIKA has already attained IDR 2tn in lowest bids and IDR 1.1tn in winnerannounced. These projects should go into WIKA’s new contracts soon.
 Even including the above numbers, WIKA has only obtained 10% of itsFY16 target. We therefore revise down our target to IDR 46tn.

WIKA Revenue / Order Book

Funding Sources (USD bn)

With an effective ownership of 23%, WIKA will have to inject ~USD 320mn as equity; quite a significant amount considering other investmentprojects in the pipeline.

WIKA total contracts achievements

 Continued decline in burn rate is due to the company taking onbigger projects that require longer construction time.
 Significant FY16E drop due to energy segment—FY15 newcontracts  from energy came in at IDR 1tn v.s. IDR 7tn in FY14.

Jakarta-Bandung High Speed Rail Details

Source: Company,  Sinarmas Investment Research

Ownership Structure

Source: Company,  Sinarmas Investment Research
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Appendix III: Financial Statements

Income Statement (in IDR Mn) 2014 2015 2016E 2017E 2018E
Revenues 12,463,216 13,620,101 24,385,432 29,521,777 30,551,114Cost Of Sales (11,038,647) (11,965,441) (16,528,596) (17,030,731) (17,963,364)

Gross Profit 1,424,569 1,654,660 2,216,836 2,621,046 2,717,750Operating Costs (393,405) (429,158) (720,092) (889,993) (916,429)
Operating Income 1,031,164 1,225,503 1,496,744 1,731,053 1,801,321Other Expenses (255,029) (415,824) (441,708) (323,312) (340,919)Tax Expenses (395,094) (395,077) (583,465) (731,898) (754,188)

Net Income - Attributable 615,181 625,044 925,482 1,169,638 1,207,231EPS (Rp.) 100.0 101.6 150.5 190.2 196.3
Balance Sheet (in IDR Mn) 2014 2015 2016E 2017E 2018E

Current AssetsCash & Near Cash Items 2,300,892 2,558,915 8,760,543 4,163,928 3,022,641Accounts & Notes Receivable 5,092,070 5,350,631 6,965,433 7,278,041 7,834,413Inventories 817,307 1,322,364 1,713,112 1,664,158 1,721,044
Total Current Assets 9,514,447 10,798,216 19,439,264 15,342,321 14,905,146Fixed Assets - net 1,982,723 2,167,497 2,032,911 1,882,434 1,635,656Investments 1,681,164 1,626,919 7,036,919 9,779,919 12,522,919

Total Assets 15,915,162 18,757,413 32,922,114 31,876,130 34,167,673
Current LiabilitiesTotal Payables 4,152,501 4,159,467 5,752,752 6,040,233 6,458,913Unearned Revenue 2,436,918 2,730,301 3,956,192 3,938,451 4,129,573Short Term Debt 1,691,136 2,561,256 6,538,823 3,477,477 4,674,655

Total Current Liabilities 8,476,042 10,497,174 17,309,941 14,480,010 16,259,574Total Loans - net 1,275,105 1,816,105 1,966,315 2,766,315 2,225,315
Total Liabilities 10,936,403 13,276,611 20,574,845 18,628,239 19,990,215

EquityShare Capital & APIC 1,320,509 1,320,509 7,474,355 7,474,355 7,474,355Retained Earnings 1,518,306 2,020,349 2,732,970 3,633,592 4,563,159
Total Liabilities & Equity 15,915,162 18,757,413 32,922,114 31,876,130 34,167,673

Financial Ratios 2015 2016E 2017E 2018E 2019EP/E 24.32 16.47 13.13 12.74 13.56Yield (%) 1.0% 0.7% 1.2% 1.6% 1.6%P/B 3.81 1.51 1.39 1.30 1.22EV/EBITDA 10.22 6.78 5.98 5.73 6.28ROE 13.4% 11.6% 10.2% 9.8% 8.6%ROA 4.1% 4.0% 4.0% 4.1% 3.8%Current Ratio 1.12 1.03 1.12 1.06 0.92D/E 1.02 2.65 1.06 1.17 0.83Debt/Assets 0.23 0.26 0.20 0.20 0.14
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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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