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We maintain our NEUTRAL stance on WSKT despite the 109% increase
in net income, as we remain wary of the risks associated with the
company’s core toll road business. The IDR 14.2tn/1.05tn in revenue/netincome was –15%/29% above our estimates. Excluding one-off items,WSKT’s net income was actually in-line with our estimates.
We see potential positive tailwinds from increased “secured” new
orders and a margin expansion. WSKT has targeted IDR 40tn in new ordersin FY16, up 29% from its FY15 realization. We estimate that 50% of this willcome from toll roads, a majority of which are self-owned (v.s. ~30%contribution from toll roads in FY15). Along with the ~IDR 7tn PalembangLRT, this should see secured contract wins for the company. We also see agross margin expansion from its construction and precast businesses, asWSKT tends to charge higher construction margins for its toll roads.
Continued aggressiveness in toll road investments could backfire in the
medium term. We continue to reiterate concerns that WSKT’s aggressiveexpansion into toll road investments may impact their financials by: i) totaldepreciation (operating & non-operating) expenses that could reach IDR 1tnwhen all tolls are fully operational, and ii) initial operating losses that arelikely to happen with these tolls being in currently low traffic areas.Significant impacts could be seen as early as 1H17.
Funding could also be a major issue. Assuming a 30%/70% equity/debtfunding scheme, we estimate that the company will need to inject ~IDR 12tn(and rising) as equity to fulfill its toll road investments. We raise concernsthat SOEs in general may find it difficult to obtain a capital injection throughthe state budget as the government has called on SOEs to be more self-sufficient.
With these results, we upgrade WSKT’s FY16E revenue/earnings to IDR
21.8tn/1.5tn. This is on the back of faster-than previously expectedexecution on several of its construction works and an expansion in margincontributed by the construction of self-owned toll roads. This will allowfaster translation of the order book into earnings.

Company Update

Source: Company Data, Sinarmas Investment Research

NEUTRAL

Financial Highlights 2014 2015 2016E 2017E 2018ERevenue (IDR Bn) 10,287 14,153 21,841 26,905 25,654
% growth 38% 54% 23% -5%Gross Profit (IDR bn) 1,109 1,921 2,744 3,012 3,230Net Profit (IDR bn) 501 1,048 1,513 1,480 1,698
% growth 109% 44% -2% 15%EV/EBITDA (x) 12.8 9.9 10.6 10.7Gross Margin (%) 10.8% 13.6% 12.6% 11.2% 12.6%Net Margin (%) 4.9% 7.4% 6.9% 5.5% 6.6%Return on Equity (%) 16.7% 15.0% 9.4% 10.0%Return on Assets (%) 4.9% 4.8% 3.1% 3.4%

February 10th, 2016

PT Waskita Karya (Persero) Tbk is a construction
-based company primarily engaged in
construction, precast and real estate
development.  The company also invests in toll
roads. The company is currently Indonesia’s
largest construction company by market
capitalization.

We predict robust revenue growth in FY16, pushed by a gross
margin expansion due to better construction and precast margins.

Construction & Precast to Fuel Margin Expansion

-
5,000
10,000
15,000
20,000
25,000

0%

10%

20%

30%

40%

50%

60%

2013 2014 2015 2016ERevenue (IDR Bn) - RHS Profit (IDR Bn) - RHSGPM (%) Revenue/Order Book



2

February 10th, 2016

Appendix I: Financial Ratios Forecasts

Source: Company Data, Sinarmas Investment Research

Appendix II: WSKT Toll Road Investments

Toll Road * Investment (IDR Bn) WSKT Ownership Length (km) Invested AmountDepok-Antasari 2,900 25.0% 21.0 725Kanci-Pemalang 9,875 100.0% 57.5 9,875Becakayu 9,000 60.0% 21.0 5,400Jasa Marga Kualanamu 4,000 30.0% 61.8 1,200Legundi-Bunder 5,900 48.0% 29.3 2,832Solo-Ngawi 5,400 40.0% 90.1 2,160Ngawi-Kertosono 4,100 40.0% 87.0 1,640Serpong-Cinere 2,500 35.0% 10.1 875Cimanggis-Cibitung 8,600 90.0% 26.3 7,740Pasuruan - Probolinggo 4,000 80.0% 31.0 3,200Bogor - Ciawi - Sukabumi 5,400 81.6% 54.0
Total 61,675

Portion attributable to WSKT 40,056 64.9%

*excluding Bali Island toll worth ~IDR 35tn
Source: Company Data, Sinarmas Investment Research

Ratios 2015F 2016E 2017E 2018E 2019E

ProfitabilityROE 16.7% 15.0% 9.4% 10.0% 10.6%ROA 4.9% 4.8% 3.1% 3.4% 3.7%Gross margin 13.6% 12.6% 12.9% 12.6% 12.5%Net margin 7.4% 7.0% 4.4% 4.6% 4.8%Net income growth 109.0% 45.3% -31.9% 14.7% 15.5%
LiquidityCurrent Ratio (x) 1.32 1.20 1.11 1.28 1.24
SolvencyD/E (x) 0.60 0.67 0.57 0.47 0.49
ValuationsP/E (x) 20.74 16.67 24.49 21.35 18.48P/BV (x) 2.66 2.42 2.26 2.08 1.90EV/EBITDA (x) 12.83 9.93 10.58 10.65 10.76
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Appendix III: Financial Statements

Source: Sinarmas Investment Research

Income Statement (in IDR Mn) 2014 2015F 2016E 2017E 2018E
Revenue 10,286,813 14,152,753 21,841,193 23,324,760 25,654,226Cost Of Revenues (9,177,917) (12,231,515) (19,097,427) (20,313,159) (22,424,065)
Gross Profit 1,108,896 1,921,238 2,743,766 3,011,602 3,230,161Joint Venture Income 197,116 11,599 446,396 486,572 583,886
Gross Profits include JV 1,306,012 1,932,837 3,190,162 3,498,173 3,814,047Selling Expenses (25,516) (37,411) (53,152) (56,505) (61,653)General/Admin Expenses (405,043) (480,433) (783,006) (1,152,958) (1,183,205)Other Income/Expenses 63,930 324,507 119,472 142,255 155,472
EBIT 939,383 1,739,500 2,473,476 2,430,966 2,724,660Interest Expense (183,596) (341,496) (309,546) (386,546) (462,630)Loss on investments - - (135,000) (564,300) (564,300)
Income Before Tax 755,602 1,398,004 2,028,930 1,480,120 1,697,730Income Tax Expenses (254,389) (350,413) (507,232) (444,036) (509,319)
Net Income 501,213 1,047,591 1,521,697 1,036,084 1,188,411

Balance Sheet (in IDR Mn) 2014 2015 2016E 2017E 2018E

Current AssetsCash And Cash Equivalents 1,675,283 5,511,188 2,442,160 2,449,115 1,307,137Total Receivables 2,990,509 5,512,986 5,128,172 6,126,469 6,026,808Inventories 604,279 826,384 976,737 1,156,221 1,193,256Amount due from Customers 4,270,520 4,579,715 8,109,386 7,029,380 7,731,411Prepaid Taxes 554,591 679,791 1,027,940 897,213 1,002,044
Total Current Assets 10,524,167 18,074,851 18,315,558 18,397,221 18,002,727Investment In Associates 7,315 421,813 421,813 1,976,215 2,259,415Joint Ventures Assets 727,645 1,150,040 1,150,040 1,796,159 2,155,391Toll Road Concessions - 5,580,332 6,427,984 7,143,145 8,102,626Fixed Assets 621,792 1,923,144 1,923,144 1,564,801 1,282,005
Total Assets 12,542,041 30,309,111 31,397,471 35,450,869 36,927,110

Current LiabilitiesShort-Term Bank Loans 1,917,129 3,193,905 3,261,099 4,411,941 1,996,705Total Payables 5,272,332 8,772,554 9,765,106 10,696,438 11,450,092
Total Current Liabilities 7,728,154 13,664,812 14,113,578 16,254,238 14,720,558

Non Current LiabilitiesBonds Payable 1,245,657 2,670,635 2,745,657 2,745,657 4,745,657Total Loans - 2,925,423 2,925,423 3,877,338 3,925,423
Total Liabilities 9,693,211 20,604,904 20,756,148 24,077,802 24,572,849

EquityShare Capital & APIC 1,853,540 7,238,796 7,238,796 7,238,796 7,238,796Retained Earnings 954,024 1,933,161 3,245,340 3,977,085 4,958,279
Total Liabilities & Equity 12,542,041 30,309,111 31,397,471 35,450,869 36,927,110
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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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