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1Q20 review. SMGR booked IDR 8.6tn in revenue (+5.6% yoy) and IDR 

446bn (+66.5% yoy) in NPATMI. Top-line was relatively in-line with ours in 

which growth was mainly coming from higher volume due to SMCB 

consolidation effect, diluting the impact from flood in 1Q20. On the other 

hand, bottom-line came in lower due to higher opex to sales (+390bps 

yoy) and 40% tax rate due to non-deductible treatment on finance costs 

derived from loans for SMCB acquisition. According to the company, the 

outlier tax rate should normalise by the end of FY20. In addition, gross 

margin expanded significantly (+430bps yoy) on the back of 1) lower coal 

and crude oil prices, and 2) savings from royalty for Holcim brand.  

 

Outlook on 2020 performance. SMGR guided 10-20% volume decline in 

FY20E. Looking at April’s figure, industry’s domestic sales volume was 

down by 6%, while SMGR’s was down by 4%. Amidst the challenging 

economic condition, company’s export sales grew robustly by 26.7% yoy in 

4M20, following the reopening of lockdown in China and Australia. 

Additionally, SMGR was able to regain its market share (53.6% as of Apr-

20) after share dropped due to ASP increases in some regions conducted in 

2M20. 2Q20 volume data should give clearer readings on COVID-19 impact 

towards cement sales. Pricing in COVID-19 impact to company’s 

performance, we lower our volume/ASP growth assumption for FY20 to -

7.6%/0%, whereas GPM should enjoy expansion. Our sensitivity analysis 

suggests that every 1% drop in energy prices (oil and coal) translates to 

~5bps hike in GPM. 

 

Better balance sheet outlook should the SMCB rights issue carry on. 

As announced on late April, SMCB is planning to sell 20% of its stakes 

through rights issue. 15% of which is likely to be bought by Taiheiyo 

Cement at acquisition value range of JPY 20-25bn (IDR 2.9 - 3.6tn). This 

implies IDR 1.8 mn/ton valuation (vs prev. acquisition by SMGR at IDR 1.6 

mn/ton). The deal is under review by both parties with closing date of final 

contract: July 2020, and rights exercise: March 2021. Post the transaction, 

we forecast company’s DER to decline from 0.9x to 0.8x, assuming the deal 

take place at middle range of proposed value.  

 

Maintain our BUY recommendation with FY20E TP of IDR 10,600. 

Our target price derived from DCF valuation and IDR 2.0 million per ton 

assumption. Amid weak demand environment during PSBB implementation 

especially within the red-zone areas, we observe that the company is able 

to diversify the pressures coming from recent pandemic given its 

nationwide plant locations. Share price is currently trading at 8.7x EV/

EBITDA (-1.3SD from its 5-yr average). Downside risks to our call: worse-

than-expected economic condition, and spiking input costs.  
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BUY (TP: IDR 10,600) 

Stock Information  

Sector Cement 

Bloomberg Ticker SMGR IJ  

Market Cap. (IDR tn) 53.1 

Share Out./Float (mn) 5,932/2,906 

Current Price 8,600 

52-week Target Price 10,600 

Upside 23.3% 

 

Share Price Performance  

52W High (09/06/19) 13,500 

52W Low (03/20/20) 5,475 

52W Beta 1.5 

YTD Change -25.4% 

 

Relative Valuations  

EV/EBITDA 8.7x 

Trailing P/E 20.6x 

Forward P/E 20.4x 

P/BV 1.6x 

Highlights (IDR Bn) 2018 2019 2020E 2021F 2022F

Revenue 30,688 40,368 37,842 39,837 41,943

   % growth 10.3% 31.5% -6.3% 5.3% 5.3%

Gross Profit 9,331 12,714 12,317 12,430 12,972

Net Profit 3,079 2,392 2,506 2,605 2,901

   % growth 90.0% -22.3% 4.7% 4.0% 11.3%

Gross Margin (%) 30.4% 31.5% 32.5% 31.2% 30.9%

Net Margin (%) 10.0% 5.9% 6.6% 6.5% 6.9%

Return on Equity (%) 9.8% 7.2% 7.2% 7.2% 7.6%

Return on Assets (%) 6.2% 3.7% 3.2% 3.4% 3.7%

EPS 519 403 422 439 489
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Earnings Revision 

FY20 FY21 FY20 FY21 FY20

Revenue 40,350      41,902   37,842      39,837   -6.2%

Gross Profit 12,959      13,392   12,317      12,430   -5.0%

Operating Profit 6,335       6,442     5,623       5,642     -11.2%

Net Profit 2,750       3,019     2,506       2,605     -8.9%

EPS (IDR) 464          509        422          439        -9.0%

Gross Margin 32.1% 32.0% 32.5% 31.2% 0.4%

Operating Margin 15.7% 15.4% 14.9% 14.2% -0.8%

Net Margin 6.8% 7.2% 6.6% 6.5% -0.2%

(IDR Bn)
Old New Changes

SMGR 1Q20 Earnings Summary 

IDR bn 1Q19 4Q19 1Q20 %QoQ %YoY % DH % Cons

Net Revenues 8,127 12,245 8,580 -29.9% 5.6% 21% 21%

COGS (5,913) (8,007) (5,876)

Gross Profit 2,214 4,238 2,704 -36.2% 22.2%

Operating Profit 1,061 2,198 1,157 -47.4% 9.0%

EBITDA 1,560 2,862 1,806 -36.9% 15.8% 21% 20%

Net Income 268 1,097 446 -59.3% 66.5% 19% 16%

Gross Margin 27.2% 34.6% 31.5%

Opex to Sales 14.2% 16.7% 18.0%

EBITDA Margin 19.2% 23.4% 21.1%

Net Margin 3.3% 9.0% 5.2%
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SINARMAS SEKURITAS INVESTMENT RATINGS GUIDE 
 
BUY: Share price may rise by more than 15% over the next 12 months. 
ADD: Share price may range between 10% to 15% over the next 12 months. 
NEUTRAL: Share price may range between –10% to +10% over the next 12 months. 
REDUCE: Share price may range between –10% to –15% over the next 12 months. 
SELL: Share price may fall by more than 15% over the next 12 months. 
 
 
 
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 accu-
rate or complete, and it should not be relied upon as such; (ii) for your private information, and we are not solicit-
ing any action based upon it; (iii) not to be construed as an offer to sell or a solicitation of an offer to buy any secu-
rity. 
 
Opinions expressed are current opinions as of original publication date appearing on this material and the infor-
mation, including the opinions contained herein, is subjected to change without notice. The analysis contained here-
in 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 compensa-
tion 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 deriva-
tives. In addition, the Sinarmas Group, including Sinarmas Sekuritas, may act as market maker and principal, will-
ing 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 intellec-
tual properties.  
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