RHB &

8 September 2023
Auto & Autoparts
Emerging 2W EV Interest; Still O/W

Indonesia Ground Checks

Consumer Cyclical | Auto & Autoparts

Overwei g ht (Maintained)

Stocks Covered 2
Rating (Buy/Neutral/Sell): 2/0/0
Last 12m Earnings Revision Trend: Neutral

o Still OVERWEIGHT with Top Pick: Astra International (ASII). Our ground
checks with 2-wheeler (2W) EV dealers revealed the implementation of the
new 2W incentives scheme is still ineffective because the Government is
still developing a disbursement system for it. While dealers stated that while
2W EV sales are still low, the interest to buy 2W EVs is on the rise. However,
the low-end segment customers cancelled their 2W EV purchase orders
due to the incentive scheme uncertainty. With 2W EV manufacturers
starting to expand their dealerships, we believe sales will increase in the
long run.

e Indonesia extends 2W EV incentives to all. To strengthen the country's
2W EV industry, the Ministry of Industry announced that every citizen would
receive an IDR7m incentive to purchase a 2W EV — valid for a single
purchase. We believe the new policy will increase 2W EV sales, due to the
larger customer base. It should be noted that previous 2W EV incentives
aimed solely at the low-end market underperformed. However, the
implementation of the incentives is still slow because the Government has
not finalised a disbursement system for it. Furthermore, there is opposition
from dealers, who require more working capital because they must fork out
the incentive amount first during the 2W sales transaction before being
reimbursed by the Government.

e Our ground checks indicate Alva is still popular. Indika Energy’s (INDY
13, NR) subsidiary llectra Motor introduced two 2W EV models — Alva One
and Alva Cervo. Alva One, the first offering with a 44% local content ratio,
has a top speed of 90km/h and a single-battery range of 70km. It costs
IDR36.5m, and includes one battery worth IDR16m. Alva Cervo, which was
unveiled in May 2023, has a local content of more than 50%, top speed of
103km/h, and a range of 125km with two batteries. It costs IDR42m —
including IDR10m for the battery alone. Alva has a manufacturing plant in
Cilacap and five showrooms in Jakarta’s Sudirman Central Business District
(SCBD), Bandung, Bali, Surabaya, and Semarang. It claims to have sold
thousands of 2W EV units so far.

e Selis has the most affordable 2W EV. Gaya Abadi Sempurna (SLIS 1J,
NR), a trader of electronic and bicycle components, has introduced a line of
2W EVs — E-Max, Go+, and Agats, with local content percentages of
53.69%, 52.01%, and 53.37%. SLIS provides 2W EVs with both non-
subsidised sealed lead acid batteries and subsidised lithium batteries. The
company appears to target the lower income segment. Notably, after
subsidies and other discounts, the E-Max variant costs IDR11m (without the
motor vehicle ownership certificate (STNK) paper). However, our ground
checks suggest Selis 2W EV sales are still low as many customers had
cancelled their orders due to uncertainties regarding the implementation of
the government incentives. Selis has more than 40 distributors throughout
Indonesia. The dealer we visited, which is regarded as a large dealer, sells
merely c.12 2W EVs per month.
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Company Name Rating Target % UpsigeD P/E (x) P/B(x) ROAE (%) Yield (%)
(IDR) (Downside) Dec-24F Dec-24F Dec-24F  Dec-24F
Astra International Buy 7,750 21.1 9.3 1.2 13.9 4.8
Astra Otoparts Buy 3,510 10.0 9.5 1.1 12.1 2.4
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Niu being sold in the domestic market without any incentives. As Niu imports its 2W
EVs from China as a complete built-up (CBU), the purchasers of the EVs are ineligible for
the IDR7m government subsidy. Niu's product line includes three 2W EV models — Gova 03
(top speed: 60km/h, distance: 80km), NQi Sport (top speed: 55km/h, distance: 70km), and
UQi Sport (top speed: 30km/h, distance: 40km), with prices of IDR25.8m, IDR30.3m, and
IDR20.8m. The Niu prices are competitive with other 2W EVs that target the medium-income
segment with subsidy. According to the dealers, Niu’s total sales in Indonesia exceed 500
units per month. Niu has ten dealers in Indonesia.

Polytron sells 2W EV without the battery. Polytron has introduced the Fox R, a 2W EV
with 90km/h top speed and a range of 130km. The base unit costs IDR20.5m, with the
unique feature being Polytron provides a battery rental service for IDR200,000 per month —
relieving customers of battery maintenance concerns. Polytron plans to release its second
2W EV, dubbed T Rex, by the end of 2023.

Positive outlook. Overall, our 2W EV ground checks revealed that 2W EV sales are
positive, but the Government must accelerate its implementation of the subsidy scheme.
Changes to subsidy requirements have increased public interest in electric motorcycles,
according to 2W EV dealers. Additionally, dealers accommodate requests from prospective
customers while explaining the incentive programme and newly-implemented subsidy
regulations. The process has also been facilitated for those interested in making a purchase.

Source: RHB
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Figure 2: Selis dealer in Lebak Bulus, Jakarta Figure 3: Niu dealer in Arteri Pondok Indah, Jakarta
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Figure 4: Polytron dealer in Arteri Pondok Indah, Jakarta

POLYTRON

Electric Vehicle - Service Center

Source: RHB
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Figure 5: The 2W EV models seen during our ground checks

Brands Alva Alva
Type One Cervo
Battery capacity 2.7kwh 1.8kwh
Top speed (km/h) 90 103
Range per battery 70km 125km (2 batteries)
On the road price c.IDR36.5m c.IDR42m
Brands Selis Polytron
Type E-Max Fox-R
Battery capacity 1.2kwh 3.75kwh
Top speed (km/h) 50 95
Range per battery 40km 130km
On the road price c.IDR11m ¢.IDR20.5m (without battery
VY
|1
Brands Niu Niu
Type NQi Sport Gova 03
Battery capacity 26Ah 2.4kwh
Top speed (km/h) 55 60
Range per battery 70km 80km
On the road price ¢.IDR30.3m c.IDR25.8m
Source: RHB

See important disclosures at the end of this report
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RHB Guide to Investment Ratings

Buy: Share price may exceed 10% over the next 12 months
Trading Buy: Share price may exceed 15% over the next 3 months, however longer-
term outlook remains uncertain

Neutral: Share price may fall within the range of +/- 10% over the next
12 months

Take Profit: ~ Target price has been attained. Look to accumulate at lower levels

Sell: Share price may fall by more than 10% over the next 12 months

Not Rated: Stock is not within regular research coverage
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who may receive this report. This report is not intended, and should not under any
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securities referred to herein or any related financial instruments.

This report may further consist of, whether in whole or in part, summaries, research,
compilations, extracts or analysis that has been prepared by RHB’s strategic, joint
venture and/or business partners. No representation or warranty (express or implied)
is given as to the accuracy or completeness of such information and accordingly
investors should make their own informed decisions before relying on the same.
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the applicable laws or regulations. By accepting this report, the recipient hereof (i)
represents and warrants that it is lawfully able to receive this document under the laws
and regulations of the jurisdiction in which it is located or other applicable laws and (ii)
acknowledges and agrees to be bound by the limitations contained herein. Any failure
to comply with these limitations may constitute a violation of applicable laws.

All the information contained herein is based upon publicly available information and
has been obtained from sources that RHB believes to be reliable and correct at the
time of issue of this report. However, such sources have not been independently
verified by RHB and/or its affiliates and this report does not purport to contain all
information that a prospective investor may require. The opinions expressed herein
are RHB'’s present opinions only and are subject to change without prior notice. RHB
is not under any obligation to update or keep current the information and opinions
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as to the adequacy, accuracy, reliability, fairness or completeness of the information
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associates, connected parties, and/or employees) nor does any of its agents accept
any liability for any direct, indirect or consequential losses, loss of profits and/or
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hereby expressly disclaimed.

Whilst every effort is made to ensure that statement of facts made in this report are
accurate, all estimates, projections, forecasts, expressions of opinion and other
subjective judgments contained in this report are based on assumptions considered to
be reasonable and must not be construed as a representation that the matters referred
to therein will occur. Different assumptions by RHB or any other source may vyield
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This report may contain comments, estimates, projections, forecasts and expressions
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This report does not purport to be comprehensive or to contain all the information that a
prospective investor may need in order to make an investment decision. The recipient of
this report is making its own independent assessment and decisions regarding any
securities or financial instruments referenced herein. Any investment discussed or
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statements that an event or result “may”, “will” or “might” occur or be achieved and
other similar expressions. Such forward-looking statements are based on assumptions
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performance or achievement to be materially different from any future results,
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statements. Caution should be taken with respect to such statements and recipients
of this report should not place undue reliance on any such forward-looking statements.
RHB expressly disclaims any obligation to update or revise any forward-looking
statements, whether as a result of new information, future events or circumstances
after the date of this publication or to reflect the occurrence of unanticipated events.

The use of any website to access this report electronically is done at the recipient's own
risk, and it is the recipient’s sole responsibility to take precautions to ensure that it is free
from viruses or other items of a destructive nature. This report may also provide the
addresses of, or contain hyperlinks to, websites. RHB takes no responsibility for the
content contained therein. Such addresses or hyperlinks (including addresses or
hyperlinks to RHB own website material) are provided solely for the recipient’s
convenience. The information and the content of the linked site do not in any way form
part of this report. Accessing such website or following such link through the report or
RHB website shall be at the recipient’s own risk.

This report may contain information obtained from third parties. Third party content
providers do not guarantee the accuracy, completeness, timeliness or availability of any
information and are not responsible for any errors or omissions (negligent or otherwise),
regardless of the cause, or for the results obtained from the use of such content. Third
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other financial instruments referenced in the report, or from having an interest in the
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The contents of this report is strictly confidential and may not be copied, reproduced,
published, distributed, transmitted or passed, in whole or in part, to any other person
without the prior express written consent of RHB and/or its affiliates. This report has
been delivered to RHB and its affiliates’ clients for information purposes only and upon
the express understanding that such parties will use it only for the purposes set forth
above. By electing to view or accepting a copy of this report, the recipients have agreed
that they will not print, copy, videotape, record, hyperlink, download, or otherwise
attempt to reproduce or re-transmit (in any form including hard copy or electronic
distribution format) the contents of this report. RHB and/or its affiliates accepts no
liability whatsoever for the actions of third parties in this respect.

The contents of this report are subject to copyright. Please refer to Restrictions on
Distribution below for information regarding the distributors of this report. Recipients
must not reproduce or disseminate any content or findings of this report without the
express permission of RHB and the distributors.

The securities mentioned in this publication may not be eligible for sale in some states
or countries or certain categories of investors. The recipient of this report should have
regard to the laws of the recipient’s place of domicile when contemplating transactions
in the securities or other financial instruments referred to herein. The securities
discussed in this report may not have been registered in such jurisdiction. Without
prejudice to the foregoing, the recipient is to note that additional disclaimers, warnings
or qualifications may apply based on geographical location of the person or entity
receiving this report.

The term “RHB” shall denote, where appropriate, the relevant entity distributing or
disseminating the report in the particular jurisdiction referenced below, or, in every
other case, RHB Investment Bank Berhad and its affiliates, subsidiaries and related
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RESTRICTIONS ON DISTRIBUTION

Malaysia

This report is issued and distributed in Malaysia by RHB Investment Bank Berhad
(“RHBIB”). The views and opinions in this report are our own as of the date hereof and
is subject to change. If the Financial Services and Markets Act of the United Kingdom
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This report is issued and distributed in the Kingdom of Thailand by RHB Securities
(Thailand) PCL, a licensed securities company that is authorised by the Ministry of
Finance, regulated by the Securities and Exchange Commission of Thailand and is a
member of the Stock Exchange of Thailand. The Thai Institute of Directors Association
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those in the United States.
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