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PT Pembangunan Perumahan (Persero) Tbk is a
full service construction company. Its business
lines include construction, EPC, precast and
property development. It also leases construction
equipments.

We upgrade our 52-week target price on PTPP to IDR 4,775 while
maintaining a BUY; we turn more bullish on the company’s prospectsamidst core profits that came in 7% above our estimates. This would imply24x FY16PE, one standard deviation above its historical median. We believethese valuations are warranted as we regard PTPP as a more defensive choiceto play out Indonesia’s construction story.
New contracts in 2M16 up 46% YoY, though still a far cry from YE target.So far this year, PTPP has raked in IDR 1.7tn in new contracts, 5% of its fullyear target. While the bulk majority of these projects have been small scalepower plants, PTPP’s experience in a major port construction projects couldbe a major catalyst as ports execution could escalate, as the appointment ofthe new Pelindo II CEO seems imminent.
Expect a normalization in margins as we forecast a different revenue
mix, going forward. We expect PTPP’s margins to normalize after a higher-than-expected contribution from the property division in FY15. Goingforward, we expect lower contribution from the higher margin propertybusiness as PTPP takes on larger, lower margin government projects. Assuch, we revise down our FY16E/17E construction burn rates by 1%/3% butupgrade our net income assumptions by  10%/9% on stronger contract wins,primarily from government projects.
Private projects can turn out to be the company’s saving grace. Last year,many cited PTPP’s huge proportion of private project contracts (43% of totalin FY15) as a key risk as the economy slowed. This year, we see decentdownside protection from these private projects as risks over thegovernment budget looms. With the potential of tax revenue shortfalls, wehighlight the possibility of a cut in the infrastructure budget. Going further,there is also the (ever so slight) possibility that the contractors’ profitabilitycould be tampered with to ensure that the related project is completed.
The risks to our call include: 1) PTPP not being able to leverage on itsKalibaru port construction experience as well as we expect, 2) Continuedoverhang from Pelindo II CEO appointment & state capital budget injection,and 3) possible de-rating if property business remains dominant.

Company Update

Source: Company Data, Sinarmas Investment Research

Financial Highlights 2014 2015 2016E 2017E 2018ERevenue (IDR Bn) 12,427 14,217 19,512 22,107 26,744
% growth 14% 37% 13% 21%Gross Profit (IDR bn) 1,533 2,007 2,412 2,694 3,328Net Profit (IDR bn) 532 846 963 1,108 1,373
% growth 59% 14% 15% 24%EV/EBITDA (x) 15.1 12.7 11.1 9.0 7.5Gross Margin (%) 12.3% 14.1% 12.4% 12.2% 12.4%Net Margin (%) 4.3% 5.9% 4.9% 5.0% 5.1%Return on Equity (%) 24.3% 26.0% 24.5% 26.5% 26.5%Return on Assets (%) 3.9% 5.0% 4.7% 4.9% 5.1%

BUY

Share Price PerformancePrice (IDR) 3,87552-Week High (05/26/15) 4,21552-Week Low (08/29/15) 2,96052-Week Beta 0.81YTD Change/% 0.00%
Stock InformationMarket Cap (IDR) 18,764.4BShares Out/Float (M) 4,842.4M / 2,213 M
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New contracts still far from FY target, but we turn more bullish on potential projects, especially ports

Source: Bloomberg,  Sinarmas Investment Research

 26% CAGR in contracts from FY13-17E is due to PTPP’s ever-improving business lines. Going forward the main drivers of thisgrowth in new contracts will come from government funded projects,in our view. Ports and power plants remain the likeliest sources ofcontracts growth.

PTPP Revenue / Order Book

PTPP Contracts Composition

 43% of total FY15 contracts were from the private sector; given the extremely low expectations of private projects last year, as the economy recoversthese should provide some downside support. This, bearing in mind that the risks associated with government projects are now higher than before.

PTPP Total Contracts Breakdown (IDR tn)

 Relatively slow realization in FY15 contributed to the low burn rate.For FY16E onwards, we forecast a mild increase as projectsexecution looks to have improved
 We expect lower-than-before burn rates as PTPP should take onlonger horizon government projects in their portfolio.

Can private projects provide downside support?

Source: Company,  Sinarmas Investment Research

Historical Valuations

Source: Company,  Sinarmas Investment Research
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Appendix : Financial StatementsIncome Statement (in IDR Mn) 2014 2015 2016E 2017E 2018E

Revenues 12,427,371 14,217,373 19,511,643 22,106,905 26,743,883Cost Of Sales (10,894,711) (12,210,412) (17,099,273) (19,413,291) (23,415,524)
Gross Profit 1,532,660 2,006,961 2,412,370 2,693,613 3,328,359Operating Costs (275,958) (409,797) (391,054) (376,076) (450,811)

Operating Income 1,256,702 1,597,164 2,021,316 2,317,537 2,877,547Other Expenses (337,258) (309,630) (472,718) (545,834) (702,699)Tax Expenses (387,380) (441,971) (585,349) (663,207) (802,316)
Net Income - Attributable 532,065 845,563 963,248 1,108,496 1,372,531EPS (Rp.) 109.9 174.6 198.9 228.9 283.4
Balance Sheet (in IDR Mn) 2014 2015 2016E 2017E 2018E

Current AssetsCash & Near Cash Items 2,408,126 3,025,394 1,466,343 150,980 2,416,561Accounts & Notes Receivable 7,244,392 8,829,169 10,670,998 12,178,525 15,178,581Inventories 2,570,346 2,498,625 3,747,980 4,308,220 5,128,964
Total Current Assets 13,545,180 15,430,535 17,869,648 19,329,425 25,511,513Fixed Assets - net 493,576 2,989,066 1,012,822 953,005 888,386Investments 147,393 272,134 2,132,215 2,792,131 2,961,934

Total Assets 14,611,865 19,128,812 21,610,887 23,803,444 30,231,084

Current LiabilitiesTotal Payables 7,056,355 7,944,362 10,379,223 11,253,722 13,565,191Customer Advances 622,849 697,645 777,883 961,701 1,140,715Short Term Debt 1,566,698 1,657,938 1,344,262 1,224,295 1,814,107
Total Current Liabilities 9,838,497 11,114,414 13,238,068 14,814,095 17,558,865Total Loans - net 1,454,984 1,913,085 2,780,884 2,254,427 4,604,183

Total Liabilities 12,221,595 14,009,740 17,195,701 18,501,462 23,831,076

EquityShare Capital & APIC 946,262 916,089 916,089 916,089 916,089Retained Earnings 1,442,959 2,047,155 2,817,754 3,704,550 4,802,575
Total Liabilities & Equity 14,611,865 19,128,812 21,610,887 23,803,444 30,231,084

Financial Ratios 2015 2016E 2017E 2018E 2019EP/E 26.34 23.13 20.09 16.23 13.17Yield (%) 0.8% 0.9% 1.0% 1.2% 1.5%P/B 5.40 5.97 4.82 3.90 3.15EV/EBITDA 15.11 12.68 11.09 8.97 7.53ROE 26.0% 24.5% 26.5% 26.5% 26.4%ROA 5.0% 4.7% 4.9% 5.1% 5.2%Current Ratio 1.39 1.35 1.30 1.45 1.53D/E 0.19 0.81 0.69 0.74 0.65Debt/Assets 0.05 0.17 0.15 0.16 0.15
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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.

©Sinarmas Sekuritas(2016). All rights reserved.


