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OVERWEIGHT Banking

Maintain More policies relaxation to boost growth
BBRI relative to JCI Index BI's decision to cut its policy rate by 25bps to 5.25% had already been
—— BRI [LHS] ST expected by our economist. Beside the rate cut, Bl also issued four relaxation
5,000 -« policies, ie RIM, LTV, payment system and market operation instruments.
4500 ' zz Such aims to propel stronger economic growth going forward. We see that

. ,» the medium and small-sized banks, especially BUKU Il banks, will be the main

3,500 |

t »  beneficiaries given their tighter liquidity conditions compared to the big

3,000

2,500 = banks0. In our banking universe, BBTN is the main beneficiary given its high
2,000 , ;0 dependency on TD, high LDR and sizeable mortgages exposure to the low-
1,500 o income segment. Maintain OVERWEIGHT, BBNI and BBTN as our top picks.
1,000 )

Soz | g;’; 25bps cut in the policy rate to 5.25%. The 25bps cut in the policy rate to 5.25%
e i i3 2T ey should benefit the banking system as banks would instantly adjust down their
SEeC SRRt E AR EEAT TD rate, thus meaning less pressure on their blended CoF going forward.

Furthermore, the rate cut should also pave the way for stronger loans growth
going forward although we expect the impact to be fully seen in 2020. There
BBNI relative to JCI Index will be a time lag of six months for lending rate adjustments based on our
oy | RS RelatvetosciRus] observations. Hence, medium and small sized banks are the main beneficiaries

‘ given their sizeable TD exposure to total customer deposits.
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1 | A i + 10
soo N e\ \u . Relaxation of four policies. Bl also released four stimulus policies (RIM, LTV,
‘ W market operation instrument on RRSBN and payment system), yet we believe
‘ ° only two policies have more major impact. Firstly, relaxation on
G0 s Macroprudential Intermediary Ratio (RIM) by including borrowings into the
funding calculation (Exhibit 1). Under the new policy, funding consists of
customer deposits, securities issued and borrowings with a maturity of more
0 as) than one year. Bl argues there will be additional liquidity of IDR128tn from this
5 ;2 ' policy relaxation. Secondly, Bl relaxed the LTV to lower the down payment by
5% for mortgages and 5-10% for automotives (Exhibit 2 and 3). These two new
Source : Bloomberg policies will be effective starting on December 2, 2019. Bl expects these policies
to help propel stronger GDP growth going forward, though the impact will
remain to be seen in our view.
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Medium sized banks are the main beneficiaries. In our banking universe, Bank
Tabungan Negara (BBTN IJ, BUY, TP IDR3,000) should benefit the most from
both the lower policy rate cut and the relaxation of RIM and LTV. BBTN’s CASA
deposits accounted for 43.8% of total customer deposits with a 113.3% LDR as
of June 2019. At the same time, a higher LTV on mortgages should also benefit
BBTN given its greater focus on the low-income segment. BTPN Syariah (BTPS
1J, HOLD, TP IDR3,100) is another beneficiary of the lower policy rate on the
back of its 80% TD contribution to total customer deposits as of June 2019.

- Eka Savitri Maintain Overweight; BBNI and BBTN as our top picks. We maintain our
=\ (62-21) 5091 4100 ext.3506 Overweight call on banks. BBNI is our top pick among the large banks given its
A~\ eka.savitri@danareksa.co.id attractive valuation with decent ROAE. Among the mid cap banks, BBTN is our
top pick given its strong focus on the housing-related lending segment.
Target Market

Price Cap. P/E (x) P/BV (x) ROE (%)
Company Ticker Rec (Rp) (RpBn) 2019F 2020F 2019F 2020F 2020F
Bank Rakyat Indonesia BBRI 1) NOT RATED N/A  522,986.2 14.1 123 2.5 2.2 19.2
Bank Negara Indonesia BBNI IJ BUY 10,000 147,324.4 9.3 8.5 1.2 1.1 13.6
Bank Tabungan Negara BBTN IJ BUY 3,000 24,033.4 9.6 8.0 0.9 0.9 111
Bank Mandiri BMRI 1J BUY 9,000  336,000.0 12.0 10.8 1.7 1.6 15.1
BPD Jatim BITM IJ BUY 850 9,658.6 7.1 6.7 1.1 1.0 15.4
BTPN Syariah BTPS 1) HOLD 3,100 25,345.2 20.6 17.0 5.2 4.2 27.2
BTPN BTPN IJ HOLD 3,800 18,766.0 7.5 7.7 0.9 0.9 11.7
Bank Central Asia BBCA IJ HOLD 33,000  753,3323 25.4 22,6 4.3 3.8 17.9
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Exhibit 1. Relaxation on RIM policy
Component LDR LFR Previous RIM New RIM
. } Loans/financing Loans/financing  Loans/financing Loans/financing
Financing . .

Securities owned Securities owned

Customer
Customer deposits  deposits Customer deposits Customer deposits

Securities

Funding issued Securities issued Securities issued

Borrowings with maturity more
than one year

Source: Bank Indonesia, Danareksa sekuritas

Exhibit 2. Relaxation on LTV policy for mortgages

Previous LTV New LTV
Category MMQ and IMBT MMQ and IMBT

Mortgages, murabahah agreement Mortgages, murabahah agreement

and istishna agreement and istishna agreement
Landed house (sqm)
>70 80% 85% 85% 90%
21-70 85% 90% 90% 95%
<21 - - -
Apartment (sqm)
>70 80% 85% 85% 90%
21-70 85% 85% 90% 90%
<21 85% 85% 90% 90%
Shophouse 85% 85% 90% 90%

Source: Bank Indonesia, Danareksa sekuritas

Exhibit 3. Relaxation on LTV policy for automotives

Previous LTV New LTV
Category Below 5% gross Above 5% gross Below 5% gross Above 5% gross
NPL/NPF ratio NPL/NPF ratio NPL/NPF ratio NPL/NPF ratio
2 wheelers 20% 25% 15% 20%
>3 wheelers (consumption) 25% 30% 15% 25%
>3 wheelers (productive) 20% 10% 15%

Source: Bank Indonesia, Danareksa sekuritas
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Exhibit 4. LDR and new RIM in the banking system Exhibit 5. PBV ROAE MATRIX
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Source: OJK, Danareksa Sekuritas Source: Bloomberg, Danareksa Sekuritas estimates

Exhibit 6. BBRI PBV ROAE Exhibit 7. BBNI PBV ROAE
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Exhibit 8. BMRI PBV ROAE Exhibit 9. BBTN PBV ROAE
30 |x % 25.0 25 %
- 17.0
2.5 20.0
esescccccccscccscccsccccnese ZVO [ 15'0
20 150
- 13
1.5 0
1.5 10.0 - 11.0
1.0
1.0 5.0 - 9.0
Y - N N O T T NN O O NN 00 0O
A r A B B Sy PO R ST PP,
§3§35§3535§35353§35°3 O M AN mm st e, m o
DIy Ly S TSy AL AP AT
§ 3 5§ 35§33 &§3§5§36§368&8325%8325°3
e— F\\ P/BV e [\|@QN csceee +]1SD csssse -]SD e ROAE (RHS) - - - - - - - - -
= Fwd P/BV Mean eeeeee +1SD eeeees -1SD === ROAE (RHS)
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Exhibit 10. BITM PBV ROAE Exhibit 11. BTPS PBV ROAE
1.6 x % I 16.5 53 X % r 35.0
15 5.0
e 16.0 e 30.0
4.4 25.0
13 155 1
1.2 :
) 3.8 20.0
11 15.0 35
15.0
10 32
0.9 14.5 29 10.0
08 14.0 26 /7 5.0
0.7 23
0.6 13.5 2.0 -
T 9339988505883 3 TesEzeaseaanagagag
Lo . - Lo : - : - . - : - > 5 W 2 2 9 =os > 5 ™
§3 53 53 §3 53573 §°3 §53238:8833885385322¢%
e Fwd P/BV Mean seeeee +1SD seeees -1SD ROAE (RHS) ——— Fwd P/BV Mean «eeeeee +1SD ceeeeeee -1SD == ROAE (RHS)
Source: Bloomberg, Danareksa Sekuritas estimates Source: Bloomberg, Danareksa Sekuritas estimates
Exhibit 12. BTPN PBV ROAE Exhibit 13. BBCA PBV ROAE
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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 orwarranty (express or implied) or accepts any responsibility or liability as to, orinrelation 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 suffered by
any person as aresults of acting inreliance upon the whole or any part of the contents of thisreport and neither P.T. Danareksa Sekuritas, its affiliated companies or their respective
employees or agents accepts liability for any errors, emissions or mis-statements, negligent or otherwise, in the report and any liability in respect of the report orany inaccuracy
therein or omission therefrom which might otherwise arise is hereby expresses disclaimed.

The infermation contained in this reportis 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 circulation. 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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