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Lacking momentum

With heavy net outflow last week, JCI fell 1.4% w-w, which made it out of the top 3
best performing market YTD. Uncertainty on potential macro volatility post the fuel

. price hike as well as political issue will continue to serve as the main hindrance for any
Foreign Fund Flows : . . - e . .
meaningful rebound in the short term. With 16 ministers of Jokowi-JK’s cabinet will

Rp, brt g come from political parties, it could be seen as an effort to gain support in the
2000 8 H B ! 5 parliament, which is needed to make an effective government.
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After touched an all time high level last week, heavy selling pressure dragged JCI down

tm _Eg g Eg 1.4% w-w, mainly driven by uncertainty on potential macro volatility post the fuel price
m 2 'iig a hike as well as political issue. JCI is now officially out of the top three leagues, only
Hogmon FXIIIFIIF posted 20.3% return YTD, below India’s 27.8%, Philippines’ 22.3% and Thailand 21.8%.
gs £ g‘.ﬁ 5% 3 §' £5% 33 We have been of the view that in the near term, the removal of fuel subsidies will

continue to be the major overhang in the equity market, especially since such a move
would put upward pressure on inflation and possibly interest rates as well. Until there’s
is more clarity in regards of timing and magnitude of the removal of fuel subsidy as well
Ytd Regional Market Performance as the potential response from the Bl in regards of its rates policy, market is unlikely
; make meaningful rebound. In fact, it could eventually put impediments on potential
positive catalyst in Oct on continuation of positive trade data, inauguration of the new
government as well as the cabinet member announcements.
Political tensions is intensifying
Aside from macro issue, the current potential revision of direct regional election
continues to highlight the protracted precipitous tension on political front. Based on the
recent survey from LSI (Lingkaran Survey Indonesia), vast majority of people in Indonesia
still prefer direct election. Nonetheless, with Merah Putih coalition (Prabowo-Hatta)
controls the majority of the parliament; the possibility of revision of this current direct
election mechanism is widely open, and regional leader election in the future could be
decided by Regional and Municipal Legislative Councils (DPRDs). If this revision were to
be deliberated into law, it will arguably solidify the Merah Putih coalition position and
strengthened their bargaining power. In our view, this situation continues to highlight
the current fragile position of the new government, especially in gaining the majority
support from the parliament for its future reforms and policies. In a more favourable
development, it is reported recently that SBY has openly stated a support for the direct
regional election system, which could change the possibility of the outcome, especially
with his Party Democrat holds c.26% of parliamentary seat. Furthermore, Jokowi-JK
announced yesterday that his cabinet will consist of 34 ministries, of which 16 ministers
will come from political parties within his coalition, which ostensibly, could be seen as an
effort to gain support from other parties to join his coalition. While the high proportion
of political parties-linked minister might create discontentment from the market,
stronger coalition would pave the way for a more effective government, in our view.
Substantial net out flow of IDR1.7t last week
Foreign net outflow dominated four of the five the trading days last week, with total
weekly outflow reached IDR1.7t, even higher than the overall monthly outflow in
August. As a results, overall net inflow YTD slightly reduce to IDR54.9t vs end July’ level
of IDR57.2t. With heavy outflow, market liquidity improved with MTD turnover raised to
IDR6.6t/day, up from IDR5.8t/day last week. As the market is expected to move
sideways on lack of positive catalyst in the near term, liquidity is likely to weaken.
Helmy Kristanto IDR strengthening play: KAEF initiation; Downgrade WTON on valuation call
(62-21) 2955 5824 One of potential positive impacts on continuation of macro improvement is IDR
il eI e e strengthening. In this regards, consumer and pharmaceutical sector will be one of the
Armando Marulitua main beneficiaries given their heavy foreign currency exposure on their cost. We
(62-21) 2955 5817 recently initiated coverage on Kimia Farma with BUY recommendation. Kimia Farma is
armandom®@danareksa.com one of the biggest pharmaceutical companies in Indonesia, which will positively
impacted by IDR strengthening. The company will also transform itself to become a
leading integrated healthcare company. Growth will be underpinned by rolling-out of

Danareksa research reports are also at national health insurance program (JKN), which emphasizes the usage of generic drugs.
Reuters Multex and First Call Direct and On the other hand, we started to see a fully priced in optimism on Wika Beton (WTON
Bloomberg. 1J), which has seen its share price doubled since IPO. We downgrade WTON on valuation

call, while still see promising outlook on the construction sector.
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Exhibit 1. Regional weekly performance
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Exhibit 2. Regional YTD performance
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Exhibit 3. Sector weekly performance Exhibit 4. Sector YTD performance
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Exhibit 5. Average daily transactions Exhibit 6. Foreign fund flows
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Exhibit 7. Regional market valuations Exhibit 8. JCI Valuation
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Exhibit 9. USD/IDR performance Exhibit 10. CDS - 5 years
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Exhibit 11. Danareksa bonds yield index Exhibit 12. Country risk premium
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Exhibit 13. Top picks weekly performance Exhibit 14. Top picks Ytd performance and upside
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Exhibit 15. Winners within our coverage Exhibit 16. Losers within our coverage
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Exhibit 17. Winners within our coverage (Weekly) Exhibit 18. Losers within our coverage (Weekly)
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Exhibit 18. Market play — the 3 themes on Jokowi’s victory
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Exhibit 19. Weekly Reports Wrap
Date Company Title Key Point
15-Sep-14 KAEF Initiating coverage: Seize the market We initiate coverage on Kimia Farma with a BUY recommendation and Target Price
opportunity of IDR1,550 based on DCF valuation. All in all, we are upbeat on Indonesia’s

pharmaceutical market: although still underdeveloped, it is growing rapidly. Kimia
Farma as one of the biggest pharmaceutical companies in Indonesia standstobe a
major beneficiary, in our view, backed by its aggressive business expansion and its
vision of being a leading integrated healthcare company.

12-Sep-14 WTON Priced in all the good things WTON recorded an impressive performance after its IPO. The share price has
doubled while the financial outlook keeps promising. Moreover, the company
expansion plan also continues on good progress with target completion mostly in
early 2015. We change our recommendation to HOLD on the back of limited upside
at current share price.

11-Sep-14 RALS (SPAR)ing Partner RALS management has finally found the way to improve the performance of its
Supermarket business. On September 1st 2014, company signed the agreement with
SPAR International, the world's largest food retailer based in the Netherlands. With
the recent share price correction that gives more upside to our target price, we
upgrade cur recommendation to BUY.

10-Sep-14 PTBA On track for stronger growth Although the lackluster coal market reduced the average selling prices (ASP) for its
exports by 5% yoy, Bukit Asam (PTBA) still posted better-thanexpected 1H14 results.
We also raise our. Target Price to Rp16,000 (from Rp13,800 previously), based on
DCF valuation. Maintain BUY.

9-Sep-14 Weekly report  Finding Support Market liquidity remained low in September, and, in our view, there isn’t likely to be
a major improvement until clarity over fuel price hikes emerges. YTD, the JCI is up
22.1%, making it the third-best performer after India and the Philippines. Maintain
Overweight.

Source: Danareksa Sekuritas
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Exhibit 20. Minimum wage change (%)
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Danareksa Quant Model

MNCN 2,740 2,725 2,705
BDMN 38e5| 3830 3835
EXCL 6,575 6,420 6,415
JSMR 6,375 6,350 6,350
SCMA 3,925 3,915 3,925
ADRO 1,305 1,300 1,300
PTBA 13275]  13150] 13,175
|LPKR 1,000 990 995
BMTR 1,930 1,915 1,920
BSDE 1,550 1,540 1,545
SMCB 2,735 2,760 2,740
| AKRA 5,225 5,215 5,195
PNBN 855 850 865
PWON 409 401 421
ANTM 1,140 1,125 1,140
JPFA 1,365 1,345 1,345
BHIT 349 345 349
CTRA 1,080 1,070 1,075
ACES 955 960 370
MPPA 3195 3165] 3150
SMRA 1,265 1,255 1,256
ASRI 483 470 475
WIKA 2,870 2,855 2,855
Lsip 1810  1765] 1765
BBTN 1,085 1,070 1,070
INVS 885 935/ 945
BIBR 820 815| 815
RALS 995 385| 1,000
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7,650 7,225 7.625
31,825| 31,300 31,650
12,100| 12,050 11,875
2,730 2,790 2,735
10,475 10,200 10,575
10,950 10,575 11,050
5,975 5,950 6,025
16375| 15,775 16,375
55,000 55,000 55,125
24100] 23,150 24,225
5,725| 5,650 5,590
1,680| 1,665 1,690
21,550 20,850 22,150
10,800] 11,275 10,825
6,975 7,050 7,050
3,985| 3,940 4,045
2,760| 2,740 2,785
s,s_gs_{ 3,845 3,895
6,475 6,575 6,220
6375| 6375 6,350
4,000| 3,925 4,005
1,355| 1,305 1,370
13,875 13,275 14,175
1,045 1,000 1,060
1,955 1,930 1,930
1,645 1,550 1675
2,885 2,735 2,865
5,250 5,225 5,295
870 855 875
430/ 409 432
1,180| 1,140 1,200
1,325| 1,365 1,315
371/ 349 377
1,115] 1,080 1,120
1,000( 955 995
3,160 3,195
1,230| 1,265
495 483
2,905 2,870
1,880 1,810
1,140 1,085
1,250 885
840| 820
370| 995
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Change in *Possitive sign m2ans our price forecast is higher than actual price by xx %, while negative sign
Index -0.03% 0.02% 0.45% -0.03% means the price forecast is lower than actual by xx %
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Disclaimer: The information contained in this report has been taken from sources which we deem reliable. However, none of P.T. Danareksa Sekuritas and/or its affiliated companies and/or their respective employees and/or agents makes any
representation or warranty (express or implied) or accepts any responsibility or liability as to, or in relation to, the accuracy or completeness of the information and opinions contained in this report or as to any information contained in this report or
any other such information or opinions remaining unchanged after the issue thereof. We expressly disclaim any responsibility or liability (express or implied) of P.T. Danareksa Sekuritas, its affiliated companies and their respective employees and agents
whatsoever and howsoever arising (including, without limitation for any claims, proceedings, action , suits, losses, expenses, damages or costs) which may be brought against or sufferad by any person as a results of acting in reliance upon the whole or
any part of the contents of this report and neither P.T. Danareksa Sekuritas, its affiliated companies or their respective employees or agents accepts liability for any errors, omissions or miss-statements, negligent or otherwise, in the report and any
liability in respect of the report or any inaccuracy therein or omission therefrom which might othenwise arise is hereby expresses disclaimed. The information contained in this report is not be taken as any recommendation made by P.T. Danareksa
Sekuritas or any other person to enter into any agreement with regard to any investment mentioned in this document. This report is prepared for general arculation. It does not have regards to the specific person who may receive this report. In
considering any investments you should make your own independent assessment and seek your own professional financial and legal advice.
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