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Underwel g ht (Maintained)

o Stay UNDERWEIGHT on the sector, with both stocks downgraded to
NEUTRAL from BUY. The Finance Minister has announced a 12.5%
excise tariff increment for 2021, targeted at machine-rolled segments, with
higher increments for the Tier-1 bracket. There was no excise bracket
simplification, and as expected, 2021 excise regulations continue to favour
hand-rolled clove cigarettes (SKT) and smaller players. 1H21’'s expected
soft consumption recovery should depress margins further, while market
share may continue to be cannibalised by non-Tier-1 players, as consumers
downtrade. We downgraded the stocks to reflect the tax hike.

HMSP to see better margins on higher SKT contribution. With SKT
contributing ¢.23% of Hanjaya Mandala Sampoerna’s revenue (vs Gudang
Garam’s ¢.7%), its margins should be relatively better. This is as the
Government has decided to keep the SKT excise flat in 2021. This is to
support the labour-intensive sector (c.158k workers) and tobacco farmers
(c.2.6m people), as SKT uses more tobacco leaves, and is sourced
domestically. Hence, one of HMSP’s key focuses, moving forward, is to
develop its SKT segment, which provides much better margins and
potentially higher market share, as it will eventually be more affordable than
machine-made cigarettes (SKM). Note that SKT’s excise is at half of SKM'’s,
at IDR425/stick.

Government’s agendato reduce cigarette prevalence is at the expense
of larger players. In the press release, Finance Minister Sri Mulyani noted
Indonesia’s high cigarette prevalence rate of 32.3-32.4%, including minors
(18 years and below). The government has taken numerous measures to
support the industry, as it is a labour-intensive sector, while also looking to
lower cigarette consumption (reduce sales volumes). This has resulted in
the government lending support for SKT players, while oppressing SKM —
especially Tier-1 companies — as it seeks to help SMEs. This is given the
Government’'s move to continue raising taxes on SKM tier-1 cigarettes —
much higher than rates imposed on lower tiers. The Tier-1 SKM excise tax
gap to Tier-2A in 2021, has been increased 22% YoY, with Tier-2A
(IDR535/stick) now at a 38% discount to that of Tier-1 (IDR865). This is
positive for leading Tier-2 manufacturers like Wismilak Inti Makmur (WIIM
1J, NOT RATED).

Controlling illicit cigarettes. Aggressive excise tax hikes have led to an
increase in the illicit cigarette market, ¢.380m sticks in 2020 from 330m in
2017. This has led to an opportunity loss of IDR339bn in state revenue. Part
of the excise revenue budget is to eradicate illegal players, and develop an
industrial area for tobacco products or KIHT in several areas including
Malang, Yogyakarta, and Sidoarjo. A centralized KIHT should centralise the
tobacco industry, and ease the Government’s monitoring of the illegal
market. Other measures include excise revenue sharing to support the
welfare of tobacco farmers and cigarettes workers. To support the industry,
the Government encourages export sales, with manufacturers able to enjoy
a longer excise payable extension period of 90 days from 60 days
previously.

We downgrade earnings for both stocks due to the 2021 excise tax hike,
which leads to lower sales volume targets and lower margin assumptions.
We tone down GGRM by 13%-18% and HMSP by 10%-23% for 2020F-
2022F. On margins, we have lowered expectations, as the remaining <11%
ASP hike to comply with the retail price floor or HIE, will not be enough to
pass on the excise cost increase. We expect 2021 industry sales volumes
to be similar to the 2017 decline seen post a 15% excise tax hike.

% Upsidel P/IE(x) P/B(x) Yield (%)

Company Name Rating Target Price(IDR) (Downside) Dec-20F Dec-20F Dec-20F
Gudang Garam NEUTRAL IDR40,000 9.7) 10.7 1.4
Hanjaya Mandala Sampoerna NEUTRAL IDR1,550 (7.2) 20.1 6.2 7.2

Source: Company data, RHB
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Figure 1: Excise tax in 2020 vs 2021
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Figure 4: GGRM’s 9M20 revenue breakdown Figure 5. HMSP’s 9M20 revenue breakdown
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Figure 6: Ground checks on cigarette retail prices

Brand Packaging Sticks/pack _May-20 .Jun-ZO . Jul-20 .Aug-20 .Sep-ZO . Oct-20 . Nov-20 % MoM YTD Price per stick ~ Discto HE ~ Pass from HIE
Price(DR)  Price(IDR) ~ Price(IDR) ~ Price(IDR)  Price(IDR)  Price(IDR)  Price(IDR) Y%chg
Djarum Djarum MLD 20 27,000 27,500 27,500 27,500 27,500 27,600 27,600  0.0% 18% 1,380 23.2% Fail
Djarum MLD Black Series 16 23,800 23,800 23,800 23,800 23,800 23,800 23,800  0.0% % 1,488 14.3% Pass
LA Light 16 16 23,200 23,800 23,800 23,800 23,800 23,800 23500  -13% 6% 1,469 15.7% Fail
LA Light Ice Menthol 16 23,200 23,800 23,800 23,800 23,800 23,800 23500  -1.3% 6% 1,469 15.7% Fail
Djarum LA Bold 12 17,000 17,000 17,000 17,000 17,000 17,500 18500  5.7% 23% 1,542 10.3% Pass
Djarum LA Bold 20 26,400 26,400 26,600 26,600 26,600 26,700 26500  -0.7% 10% 1,325 28.3% Fail
Djarum Black 16 16 23,000 23,000 23,800 23,800 23,800 23,800 23800  0.0% % 1,488 14.3% Pass
Djarum Super 12 18,800 18,800 18,800 18,800 18,800 18,900 18,600  -1.6% -1% 1,550 9.7% Pass
Djarum Super 16 23,500 23,800 23,800 25,000 25,000 26,000 25800  -0.8% 11% 1,613 5.4% Pass
Djarum Super Wave 12 16,000 16,000 16,000 16,000  0.0% 1,333 27.5% Fail
Average 9.7%
Sampoerna A Mild 12 12 18,100 18,100 18,100 18,100 18,100 18,200 19,700  8.2% 14% 1,642 3.6% Pass
A Mild 16 16 24,500 24,500 24,500 25,000 25,000 25,000 25000  0.0% 4% 1,563 8.8% Pass
U Mild 16 22,700 22,900 22,900 23,400 23,400 23,400 23500  0.4% W% 1,469 15.7% Fail
Philip Morris Bold (Ubold) 12 15,000 15,200 15,200 15,200 15,200 15,200 15200  0.0% 13% 1,267 34.2% Fail
Marlboro Red 20 31,400 31,400 31,400 31,400 31,400 31,400 32,000 1.9% % 1,600 11.9% Pass
Marlboro Ice Burst 20 31,400 31,400 31,400 31,400 31,400 31,400 33000 51% % 1,650 8.5% Pass
Sampoerna Kretek 12 13,100 13,100 13,100 13,100 13,100 13,100 13500  3.1% 4% 1,125 29.8% Fail
Dji Sam Soe (kretek) 12 18,200 18,200 18,200 18,200 18,200 18,300 18,300  0.0% 1% 1,525 -4.3% Pass
Magnum Mild 16 20,000 20,300 20,800 21,300 21,300 21,300 20900  -1.9% 15% 1,306 30.1% Fail
A volution red 20 31,000 31,200 31,200 31,200 31,200 31,400 31500  0.3% 8% 1575 7.9% Pass
Dji Sam Soe Magnum Filter 12 18,800 18,800 18,800 18,800 18,800 18,800 20000  6.4% 6% 1,667 2.0% Pass
Marlboro Filter Black 20 30,000 31,300 31,300 31,300 31,300 31,500 31500  0.0% 15% 1,575 7.9% Pass
Average 8.3%
Gudang Garam GG MILD 16 21,000 21,000 21,000 21,500 21,500 21,500 22500  47% 18% 1,406 20.9% Fail
Gudang garam Internasional 12 21,000 21,000 21,000 21,000 21,000 21,000 21,000  0.0% W% 1,750 2.9% Pass
Surya 12 12 17,500 17,500 18,000 19,500 19,500 19,500 19500  0.0% 11% 1,625 4.6% Pass
Surya 16 16 24,900 24,900 24,900 25,500 25,500 25,500 25500  0.0% 5% 1,504 6.7% Pass
GG Signature Mild 16 19,900 19,900 19,900 20,000 20,000 20,000 21,000  5.0% 14% 1,313 29.5% Fail
GG Signature Mild 12 15,000 15000  0.0% 1,250 36.0% Fail
GG Surya Pro Mild 16 19,900 19,900 19,900 20,100 20,100 21,500 21,500  0.0% 17% 1,344 26.5% Fail
GG Surya Profesional 16 19,900 19,900 19,900 20,500 20,500 21,500 21,500  0.0% 16% 1,344 26.5% Fail
GG Kretek Merah 12 14,500 14,500 14,500 14,500 14,500 14,500 14500  0.0% 4% 1,208 20.8% Fail
Average 11.7%
Japan Tobacco Camel Activate Purple Mint 20 25,500 25,500 25,500 25,500 25,500 25,500 25000  -2.0% 25% 1,250 20.0% Fail
Camel White 20 25,500 25,500 25,500 25,500 25,500 25,500 25000  -2.0% 25% 1,250 20.0% Fail
Clas Yellow 20 25,500 25,500 25,500 26,000 26,000 26,000 25500  -1.9% 28% 1,275 17.6% Fail
Kretek Purple 12 15,000 15,000 15,000 15,000 0.0% 1,250 2.0% Pass
Average 25.8%
Source: RHB
See important disclosures at the end of this report
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High 2021 Excise Tax Hike; D/G To NEUTRAL

Target Price (Return):

Price:

Market Cap:
Avg Daily Turnover (IDR/USD)

Consumer Non-cyclical | Tobacco

Neutral (from Buy)

IDR1,550 (-7.2%)

IDR1,670

USD13,767m
154,558m/10.1m

e D/G NEUTRAL from Buy with new IDR1,550 TP from IDR1,850, 7%
downside. We cut FY20F-22F earnings by 10-23% on a higher actual 2021
excise tariff — this translates to lower FY21F GPMs (-54bps YoY) and
volumes. A continued widening excise tax gap (+22% YoY to IDR330/stick
gap) between tier-1 and -2 markets may further promote down-trading
(2020F: tier-2 market expands ¢.25% YoY). Machine-rolled clove cigarettes
(SKMs) account for ¢.77% of total sales, with excise duties contributing
€.82% to COGS. Valuation at 19x FY21F P/E is expensive.

e A 16.9% excise tax hike in 2021 SKM to IDR865/stick translates to a

IDR125/stick increment. This is much higher than the next tier (2A), which
just experienced a IDR65/stick rise in excise tariffs to IDR535/stick (+13.8%
YoY). Note: Tier-1 experienced a 25.4% YoY rise in 2020 excise tariffs. Tier-
2A’s 2021 excise offers a 38% discount to tier-1, with the discount gap
widening by 22% vs 2020 levels, which itself widened 30% YoY from 2019’s
numbers. Consequently, Hanjaya Mandala Sampoerna may continue to
lose market share to non-tier-1 firms like Wismilak Inti Makmur (WIIM 13,
NR). On a brighter note, hand-rolled cigarette (SKT) excise was set YoY flat
by the Government.

Margins are supported by the SKT segment, which contributes ¢.23% to
sales. HMSP’s SKT segment contributions are much larger than Gudang
Garam’s (GGRM IJ, NEUTRAL, TP: IDR40,000) 7%. As a result, a flat 21F
SKT excise tax could partially support HMISP’s FY21F consolidated margins
—a 50bps YoY expansion from FY20 estimates.

SKM’s lower margins outlook amidst a weak 1H21 purchasing power
environment. Given that private consumption spending could experience
a benign recovery in 1H21 — as continued high COVID-19 cases remain a
concern until a vaccine can be mass distributed — we believe HMSP may
not be able to fully pass on 2021’s excise tax hikes for its SKM products
unlike previously. Note: 3Q20 GPM was still down 5ppts YoY, indicating
that HMSP had not even fully passed on 2020’s excise tax hike by end
September. 2021’s SKM tax hike would require a ¢.14% increase in ASPs
to fully pass on the excise.

10-23% earnings downgrade due to the unfavourable excise tax hike
— mainly considering 2021’s higher excise tax, and lower market
share/sales volume targets and margin assumptions. We estimate 2021
sales volumes declining 3% in line with the industry — similar with 2017’s
dip post a 15% excise tax hike. On margins, we tone down expectations, as
the remaining <11% ASP hike — to comply with the retail price floor or HIE
— will not be enough to pass on 2021’s excise cost increase, in our view.

Upside risks: i) A faster-than-expected economic recovery should enable
HMSP to pass on the excise tax, and ii) less consumers down-trade to more
affordable alternatives. Downside risk: A stock de-rating, given the
unfavourable outlook of the Government's long-term view on the industry,
which currently trades at a 15-20% premium to regional peers.

Analysts

Michael Setjoadi
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michael.setjoadi@rhbgroup.com

Indonesia Research Team
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Share Performance (%)

Absolute

Relative

52-wk Price low/high (IDR)

YTD im 3m 6m 12m
(20.5) 11.0 99 (4.6) (19.3)
(24.7) 24 (11.4) (25.2) (15.3)

1,155 - 2,320

Hanjaya Mandala Sampoerna (HMSP 1J)
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Forecasts and Valuation Dec-18 Dec-19 Dec-20F Dec-21F Dec-22F
Total turnover (IDRb) 106,742 106,055 89,123 95,116 105,069
Recurring net profit (IDRb) 13,459 13,694 9,680 10,172 11,495
Recurring net profit growth (%) 6.2 1.7 (29.3) 5.1 13.0
Recurring P/E (x) 14.43 14.19 20.07 19.10 16.90
P/B (x) 55 5.4 6.2 6.1 5.9
P/CF (x) 9.35 10.78 15.43 17.74 16.79
Dividend Yield (%) 6.4 7.0 7.2 5.0 5.2
EV/EBITDA (x) 10.02 9.50 14.04 13.35 11.79
Return on average equity (%) 39.0 38.6 29.0 32.4 35.6
Net debt to equity (%) net cash net cash net cash net cash net cash
Source: Company data, RHB

See important disclosures at the end of this report 4 RHB‘
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Financial Exhibits

Asia

Indonesia

Consumer Non-cyclical
Hanjaya Mandala Sampoerna
HMSP 13

Neutral

Valuation basis

We derive our 12-month TP of IDR1,550 with DCF
calculations, assuming WACC of 11.3%.

Key drivers

i. Higher interest income;
ii. New products launched;
ii. Stronger-than-expected consumer purchasing
power.

Key risks

Upside risks:
i. Faster-than-expected economic recovery;
ii. Less consumers down-trading.

Downside risks:
i. Continuing decline in market share;
ii. Tight competition;
ii. Cutin fuel subsidies;
iv. Weak consumer purchasing power.;
v. Stock de-rating.

Company Profile

HMSP manufactures hand-rolled and machine-rolled
clove-blended cigarettes. The company distributes its
products both domestically and internationally.

Source: Company data, RHB

Financial summary (IDR) Dec-18 Dec-19 Dec-20F Dec-21F Dec-22F
Recurring EPS 115.71 117.73 83.22 87.45 98.82
DPS 107.30 117.20 119.80 83.22 87.45
BVPS 303.98 306.74 267.57 271.80 283.18
Return on average equity (%) 39.0 38.6 29.0 324 35.6
Valuation metrics Dec-18 Dec-19 Dec-20F Dec-21F Dec-22F
Recurring P/E (x) 14.43 14.19 20.07 19.10 16.90
P/B (x) 55 54 6.2 6.1 5.9
FCF Yield (%) 10.0 8.8 6.3 5.4 5.7
Dividend Yield (%) 6.4 7.0 7.2 5.0 52
EV/EBITDA (x) 10.02 9.50 14.04 13.35 11.79
EV/EBIT (x) 10.58 10.27 15.27 14.37 12.59
Income statement (IDRb) Dec-18 Dec-19 Dec-20F Dec-21F Dec-22F
Total turnover 106,742 106,055 89,123 95,116 105,069
Gross profit 25,491 26,123 19,713 20,529 22,753
EBITDA 17,835 18,452 12,645 13,240 14,919
Depreciation and amortisation (953) (1,374) (1,014) (944) (950)
Operating profit 16,882 17,077 11,630 12,296 13,970
Net interest 973 1,145 941 914 959
Pre-tax profit 17,961 18,259 12,571 13,211 14,929
Taxation (4,423) (4,538) (2,891) (3,038) (3,434)
Reported net profit 13,538 13,722 9,680 10,172 11,495
Recurring net profit 13,459 13,694 9,680 10,172 11,495
Cash flow (IDRb) Dec-18 Dec-19 Dec-20F Dec-21F Dec-22F
Change in w orking capital 6,675 3,372 1,898 (167) (878)
Cash flow from operations 20,779 18,015 12,593 10,949 11,567
Capex (1,397) (948) (450) (487) (587)
Cash flow frominvesting activities (376) (1,356) (159) (591) (758)
Cash flow fromfinancing activities (12,388) (13,355) (14,635) (9,539) (9,938)
Cash at beginning of period 7,502 15,516 18,821 16,620 17,440
Net change in cash 8,014 3,305 (2,201) 820 870
Ending balance cash 15,516 18,821 16,620 17,440 18,310
Balance sheet (IDRb) Dec-18 Dec-19 Dec-20F Dec-21F Dec-22F
Total cash and equivalents 15,516 18,821 16,620 17,440 18,310
Tangible fixed assets 7,288 7,298 6,734 6,278 5,915
Total investments 70 82 82 82 82
Total assets 46,602 50,903 44,272 45,730 48,518
Total liabilities 11,244 15,223 13,149 14,115 15,579
Total equity 35,358 35,680 31,123 31,615 32,938
Total liabilities & equity 46,602 50,903 44,272 45,730 48,518
Key metrics Dec-18 Dec-19 Dec-20F Dec-21F Dec-22F
Revenue grow th (%) 7.7 (0.6) (16.0) 6.7 105
Recurrent EPS grow th (%) 6.2 17 (29.3) 5.1 13.0
Gross margin (%) 239 24.6 22.1 216 21.7
Operating EBITDA margin (%) 16.7 17.4 14.2 13.9 14.2
Net profit margin (%) 12.7 12.9 10.9 10.7 10.9
Dividend payout ratio (%) 92.2 99.4 144.0 95.2 88.5
Capex/sales (%) 1.3 0.9 0.5 0.5 0.6
Interest cover (x) 554 319

See important disclosures at the end of this report
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Figure 1: RHB vs Street estimates

RHB Consensus RHB/consensus (%)
IDRbn 2020F 2021F 2022F 2020F 2021F 2022F 2020F 2021F 2022F
Net revenue 89,123 95,116 105,069 96,418 101,484 108,576 92.4 93.7 96.8
Gross profit 19,713 20,529 22,753 20,535 22,220 24,153 96.0 92.4 94.2
EBITDA 12,645 13,240 14,919 13,185 14,459 15,706 95.9 91.6 95.0
EBIT 11,630 12,296 13,970 12,058 13,081 13,908 96.5 94.0 100.4
NPAT 9,680 10,172 11,495 10,184 11,134 12,113 95.0 91.4 94.9

Source: Bloomberg, RHB

Figure 2: Changes on earnings estimate

New Oold New/old (%)
2020F 2021F 2022F 2020F 2021F 2022F 2020F 2021F 2022F

Income statement (IDRbn)
Total turnover 89,123 95,116 105,069 94,603 100,281 114,082 (5.8) (5.2) (7.9)
Gross profit 19,713 20,529 22,753 21,017 23,280 26,493 (6.2) (11.8) (14.2)
EBITDA 12,645 13,240 14,919 13,865 16,253 19,073 (8.8) (18.5) (21.8)
Net profit 9,680 10,172 11,495 10,729 12,617 14,859 (9.8) (19.4) (22.6)
Key Metrics
EPS (IDR) 83.2 87.5 98.8 92.2 108.5 127.7 (9.8) (19.4) (22.6)
BVPS (IDR) 267.6 271.8 283.2 276.5 291.3 308.8 (3.2) (6.7) (8.3)
EPS growth (%) (29.5) 5.1 13.0 (21.8) 17.6 17.8
Gross margin (%) 22.1 21.6 21.7 22.2 23.2 23.2
EBITDA margin (%) 14.2 13.9 14.2 14.7 16.2 16.7
Net profit margin (%) 10.9 10.7 10.9 11.3 12.6 13.0
Return on average equity (%) 311 32.2 34.9 33.4 37.2 41.4

Source: RHB

Figure 3: 10 Year DCF
IDRbn 2021F 2022F 2023F 2024F 2025F 2026F 2027F 2028F 2029F 2030F 2031F
EBIT 12,296 13,970 15,978 17,342 18,813 20,319 21,933 23,665 25522 27,515 29,655
EBIT (1-t) 9,468 10,757 12,303 13,353 14,486 15,646 16,889 18,222 19,652 21,187 22,834
Depreciation & amortisation 944 950 977 995 1,013 1,027 1,038 1,047 1,054 1,058 1,057
Change in working capital (167) (878) (711) (692) (745) (768) (824) (884) (896) (958) (1,024)
Capex (487) (587) (989) (900) (960) (969) (974) (1,006) (1,069) (1,075) (1,080)
Net free cash flow to firm 9,758 10,241 11,580 12,756 13,794 14,937 16,130 17,379 18,741 20,212 21,787
Terminal value 193,449
PV 9,758 9,204 9,354 9,261 9,001 8,760 8,502 8,233 7,980 7,735 74,033
Terminal growth 0.0%
WACC 11.3%
Total discounted firm value 161,823
Less: Net debt (17,440)
Less: Minority interest -
Equity value 179,262
Number of shares (bn) 116
Equity value per share (IDR) 1,541

Source: RHB

See important disclosures at the end of this report R"B‘
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Figure 4: HMSP’s 5-Year P/E band
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Gudang Garam (GGRM 1J)
Steep 21F Excise Tax Hike; D/G NEUTRAL

Indonesia Company Update

Consumer Non-cyclical | Tobacco

Neutral (from Buy)

IDR40,000 (-9.7%)

Target Price (Return):

Price:

Market Cap:

Avg Daily Turnover (IDR/USD)

IDR44,275
USD6,037m

90,204m/5.99m

D/G NEUTRAL from BUY, new IDR40,000 TP from IDR60,000, 10%
downside. We reduce Gudang Garam’s FY20F-22F earnings by 13-18%
on higher 2021 excise tariffs, which lowers FY21F GPM by 70bps YoY. The
further widening of the excise tax gap (+22% YoY to IDR330 gap/stick)
between Tiers 1 and 2, may further promote downtrading (2020: Tier-2
market expanded c.25% YoY). Machine-rolled clove cigarettes (SKM)
accounted for almost 93% of total sales, and excise taxes contributed c.82%
to COGS. Nevertheless, at 10x 21F P/E, the stock is still attractive.

16.9% excise tax hike in 2021F for SKM, to IDR865/stick. This translates
to a IDR125/stick increment — much higher than that of Tier-2A which saw
a IDR65/stick increment to IDR535/stick or 13.8% YoY. Note that Tier-1 saw
a 25.4% YoY increase in excise tariff in 2020. Tier-2A’s 2021 tariff offers a
38% discount to Tier-1, with the discount gap 22% wider than 2020’s level
—which had widened 30% YoY from 2019. As a result, GGRM may continue
to lose market share to non-Tier 1 companies like Wismilak Inti Makmur
(WHM 13, NOT RATED). On a brighter note, the tariff for hand-rolled
cigarettes (SKT) will be flat YoY. However, SKT only accounts for ¢.7% of
GGRM'’s total revenue, as nearly 93% of sales are from SKM.

Continued margin contraction amidst weak purchasing power
environment. Given that private consumption spending could see a benign
1H21 recovery, as still-high COVID-19 cases remain a concern ahead of a
mass distribution of vaccines, we think GGRM may not be able to fully pass-
on the 2021F tax hike again. This would result in further margin decline
(70bps lower GPM vs 2020F). Note that its 3Q20 GPM was down 5.4ppts
YoY, as GGRM could not fully pass-on 2020’s excise tax hike. The FY21F
SKM tax hike would require +14% ASP increment to fully pass on the tax.

12.8-18.4% earnings downgrade on unfavourable excise tax hike, lower
market share/sales volume and margin assumptions. We estimate 2021F
sales volume to decline 4% YoY, against the industry’s 3% (similar to 2017’s
decline post 15% excise tax hike). On margins, we have toned down our
expectations, as the remaining <11% ASP hike to comply with the retail
price floor (HJE) will not be enough to pass on the 2021F excise cost
increase. The steep 33% decline in target price is due to lower volume
growth assumptions over the forecasted period, and a lower margin outlook.

Potentially strong 4Q20, but only for ST catalyst. In early October,
GGRM increased its valued products’ ASPs by 4-7% (ie Surya Pro and
Surya Pro Mild) in order to start complying with the Government’s HJE. The
company should continue to increase ASPs during the last weeks of the
quarter to start catching up on passing on the tax hike. Hence, we should
see margin expansions during the quarter, while volume is also supported
by distributors stocking up ahead of the excise tax hike.

Upside risk is a faster-than-expected economic recovery for GGRM to
pass on the excise tax. Downside to our call would be negative sentiment
on potential future non-core business expansions (ie infrastructure).

Analysts

Michael Setjoadi

+6221 5093 9844
michael.setjoadi@rhbgroup.com

Indonesia Research Team
+6221 5093 9888
rhb.id.research@rhbgroup.com
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Forecasts and Valuation Dec-18 Dec-19 Dec-20F Dec-21F Dec-22F
Total turnover (IDRb) 95,708 110,524 106,210 115,774 126,280
Recurring net profit (IDRb) 7,770 10,653 7,717 8,354 9,867
Recurring net profit growth (%) 15 37.1 (27.6) 8.3 18.1
Recurring P/E (x) 10.96 8.00 11.04 10.20 8.63
P/B (x) 1.9 1.7 1.4 1.3 1.2
P/CF (x) 7.86 7.55 6.28 10.62 8.71
Dividend Yield (%) 5.9 5.9 na 3.7 5.0
EV/EBITDA (x) 7.56 5.79 6.72 6.24 5.36
Return on average equity (%) 17.8 22.7 145 13.9 15.0
Net debt to equity (%) 33.9 27.2 8.3 7.0 5.5
Source: Company data, RHB

See important disclosures at the end of this report 8 RHB‘
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Financial Exhibits

Asia

Indonesia

Consumer Non-cyclical
Gudang Garam
GGRM 1J

Neutral

Valuation basis

We derive our 12-month TP of IDR40,000 based on
DCF (WACC: 10.3% and terminal growth: 0%)

Key drivers

i. Higher interest income;
ii. New product launches;
ii. Stronger-than-expected consumer purchasing
power.

Key risks

Upside risks:
iii. Faster-than-expected economic recovery;
iv. Less consumers down-trading.

Downside risks:
vi. Continuing decline in market share;
vii. Tight competition;
viii. Cut in fuel subsidies;
ix. Weak consumer purchasing power.;
X. Stock de-rating.

Company Profile

Gudang Garam manufactures and distributes
cigarettes and operates activities related to the
cigarette industry. Through its subsidiaries, the
company also operates in paper-related activities.

Source: Company data, RHB

Financial summary (IDR) Dec-18 Dec-19 Dec-20F Dec-21F Dec-22F
Recurring EPS 4,038.51 5,536.62 4,010.49 4,341.87 5,128.17
DPS 2,600.00 2,600.00 - 1,651.55 2,230.12
BVPS 23,456.95 26,470.05 30,598.91 33,407.61 36,424.04
Return on average equity (%) 17.8 22.7 145 13.9 15.0
Valuation metrics Dec-18 Dec-19 Dec-20F Dec-21F Dec-22F
Recurring P/E (x) 10.96 8.00 11.04 10.20 8.63
P/B (x) 1.9 17 14 1.3 1.2
FCF Yield (%) 8.6 75 10.5 4.1 5.7
Dividend Yield (%) 5.9 59 - 3.7 5.0
EV/EBITDA (x) 7.56 5.79 6.72 6.24 5.36
EV/EBIT (x) 9.06 6.70 8.38 7.81 6.62
Income statement (IDRb) Dec-18 Dec-19 Dec-20F Dec-21F Dec-22F
Total turnover 95,708 110,524 106,210 115,774 126,280
Gross profit 18,644 22,783 18,186 19,037 21,339
EBITDA 13,282 17,112 13,412 14,370 16,612
Depreciation and amortisation (2,189) (2,322) (2,656) (2,896) (3,158)
Operating profit 11,093 14,790 10,756 11,475 13,454
Net interest (678) (585) (480) (350) (315)
Pre-tax profit 10,479 14,488 10,579 11,428 13,442
Taxation (2,686) (3,607) (2,634) (2,845) (3,347)
Reported net profit 7,792 10,881 7,944 8,582 10,095
Recurring net profit 7,770 10,653 7,717 8,354 9,867
Cash flow (IDRb) Dec-18 Dec-19 Dec-20F Dec-21F Dec-22F
Change in w orking capital 855 (1,918) 2,969 (3,455) (3,470)
Cash flow from operations 10,836 11,285 13,569 8,022 9,783
Capex (3,539) (4,937) (4,597) (4,510) (4,954)
Cash flow frominvesting activities (3,006) (4,846) (4,551) (4,613) (5,067)
Cash flow fromfinancing activities (8,125) (4,901) (7,502) (2,980) (6,074)
Cash at beginning of period 2,329 2,034 3,572 5,088 5,517
Net change in cash (295) 1,538 1,516 429 (1,358)
Ending balance cash 2,034 3,572 5,088 5,517 4,159
Balance sheet (IDRb) Dec-18 Dec-19 Dec-20F Dec-21F Dec-22F
Total cash and equivalents 2,034 3,572 5,088 5,517 4,159
Tangible fixed assets 22,759 25,374 27,315 28,929 30,724
Total assets 69,097 78,647 79,072 85,674 90,500
Short-term debt 17,322 17,236 10,000 10,000 8,000
Total long-term debt 0 177 0 0 0
Total liabilities 23,964 27,717 20,197 21,394 20,417
Total equity 45,133 50,931 58,875 64,279 70,083
Total liabilities & equity 69,097 78,647 79,072 85,674 90,500
Key metrics Dec-18 Dec-19 Dec-20F Dec-21F Dec-22F
Revenue grow th (%) 14.9 155 (3.9) 9.0 9.1
Recurrent EPS grow th (%) 1.5 37.1 (27.6) 8.3 18.1
Gross margin (%) 195 20.6 17.1 16.4 16.9
Operating EBITDA margin (%) 13.9 155 12.6 12.4 13.2
Net profit margin (%) 8.1 9.8 7.5 7.4 8.0
Dividend payout ratio (%) 64.2 46.0 0.0 37.0 425
Capex/sales (%) 3.7 4.5 4.3 3.9 3.9
Interest cover (x) 16.4 253 22.4 32.8 42.7

See important disclosures at the end of this report
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Figure 1: RHB vs Street estimates

RHB Consensus RHB/Cons (%)
IDRbn 2020F 2021F 2022F 2020F 2021F 2022F 2020F 2021F 2022F
Net revenue 106,210 115,774 126,280 112,288 121,444 132,029 94.6 95.3 95.6
Gross profit 18,186 19,037 21,339 19,101 20,979 23,237 95.2 90.7 91.8
EBITDA 13,412 14,370 16,612 14,154 15,349 16,755 94.8 93.6 99.1
EBIT 10,756 11,475 13,454 11,394 12,410 13,496 94.4 92.5 99.7
Pre-tax profit 10,579 11,428 13,442 10,979 12,033 13,502 96.4 95.0 99.6
NPAT 7,944 8,582 10,095 8,491 9,366 10,410 93.6 91.6 97.0
BVPS 30,599 33,408 36,424 30,027 32,648 35,158 101.9 102.3 103.6
ROE (%) 135 13.4 14.4 15.4 15.9 16.7 87.8 83.7 86.3

Source: Bloomberg, RHB

Figure 2: Changes in earnings estimates

New Old New/Old (%)
2020F 2021F 2022F 2020F 2021F 2022F 2020F 2021F 2022F
Income Statement (IDRb)
Total turnover 106,210 115,774 126,280 108,100 115,325 124,699 1.7) 0.4 1.3
Gross profit 18,186 19,037 21,339 20,076 21,414 23,062 (9.4) (11.1) (7.5)
EBITDA 13,412 14,370 16,612 15,947 17,269 18,790 (15.9) (16.8) (11.6)
Net profit 7,944 8,582 10,095 9,608 10,513 11,564 (17.3) (18.4) (12.7)
Key Metrics
EPS (IDR) 4,129 4,460 5,247 4,994 5,464 6,010 (17.3) (18.4) (12.7)
DPS (IDR) - 1,652 2,230 3,631 3,206 3,508 (100.0) (48.5) (36.4)
BVPS (IDR) 30,599 33,408 36,424 27,833 30,091 32,593 9.9 11.0 11.8
Revenue growth (%) (3.9) 9.0 9.1 (2.2) 6.7 8.1
EPS growth (%) (27.0) 8.0 17.6 (11.7) 9.4 10.0
Gross margin (%) 17.1 16.4 16.9 18.6 18.6 18.5
EBITDA margin (%) 12.6 12.4 13.2 14.8 15.0 15.1
Net profit margin (%) 7.5 7.4 8.0 8.9 9.1 9.3
Dividend payout ratio (%) - 40.0 50.0 64.2 64.2 64.2
ROE (%) 135 134 14.4 17.9 18.2 18.4
Source: RHB
Figure 3: 10-Year DCF valuation
IDRbn 2021F 2022F 2023F 2024F 2025F 2026F 2027F 2028F 2029F 2030F 2031F
EBIT 11,475 13,454 14,507 15,594 16,711 17,853 19,014 20,187 21,363 22,531 23,679
EBIT (1-t) 8,618 10,104 10,895 11,712 12,551 13,408 14,280 15,161 16,044 16,921 17,783
Depreciation & amortisation 2,896 3,158 3,417 3,657 3,914 4,171 4,414 4,668 4,935 5,215 5,507
Changes in working capital (3,709) (3,749) (4,062) (4,425) (4,820) (5,252) (6,649) (6,314) (6,882)  (7,502) (8,179)
Capex (4,510) (4,954) (4,871) (4,534) (4,848) (4,837) (4,576) (4,801) (5,033)  (5,270) (5,512)
Net free cash flow to firm 3,294 4,559 5,379 6,411 6,797 7,491 7,469 8,714 9,065 9,364 9,599
Terminal value 93,129
PV 3,294 4,133 4,421 4,776 4,591 4,587 4,146 4,385 4,135 3,873 38,516
Terminal growth 0.0%
WACC 10.3%
Total discounted firm value 80,857
Less: net debt 4,483
Less: minority interest 0
Equity value 76,375
Number of shares (bn) 1.9
Equity value per share (IDR) 39,694
Source: RHB
See important disclosures at the end of this report 10 R"B‘
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Figure 4: GGRM’s 5-year P/E band
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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

Investment Research Disclaimers

RHB has issued this report for information purposes only. This report is intended for
circulation amongst RHB and its affiliates’ clients generally or such persons as may be
deemed eligible by RHB to receive this report and does not have regard to the specific
investment objectives, financial situation and the particular needs of any specific person
who may receive this report. This report is not intended, and should not under any
circumstances be construed as, an offer or a solicitation of an offer to buy or sell the
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.

This report is not directed to, or intended for distribution to or use by, any person or
entity who is a citizen or resident of or located in any locality, state, country or other
jurisdiction where such distribution, publication, availability or use would be contrary to
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 (i)
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
expressed herein or to provide the recipient with access to any additional information.
Consequently, RHB does not guarantee, represent or warrant, expressly or impliedly,
as to the adequacy, accuracy, reliability, fairness or completeness of the information
and opinion contained in this report. Neither RHB (including its officers, directors,
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
damages that may arise from the use or reliance of this research report and/or further
communications given in relation to this report. Any such responsibility or liability is
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
substantially different results and recommendations contained on one type of research
product may differ from recommendations contained in other types of research. The
performance of currencies may affect the value of, or income from, the securities or
any other financial instruments referenced in this report. Holders of depositary receipts
backed by the securities discussed in this report assume currency risk. Past
performance is not a guide to future performance. Income from investments may
fluctuate. The price or value of the investments to which this report relates, either
directly or indirectly, may fall or rise against the interest of investors.

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
recommended in this report may be unsuitable for an investor depending on the investor’s
specific investment objectives and financial position. The material in this report is general
information intended for recipients who understand the risks of investing in financial
instruments. This report does not take into account whether an investment or course of
action and any associated risks are suitable for the recipient. Any recommendations
contained in this report must therefore not be relied upon as investment advice based on
the recipient's personal circumstances. Investors should make their own independent
evaluation of the information contained herein, consider their own investment objective,
financial situation and particular needs and seek their own financial, business, legal, tax
and other advice regarding the appropriateness of investing in any securities or the
investment strategies discussed or recommended in this report.

This report may contain forward-looking statements which are often but not always
identified by the use of words such as “believe”, “estimate”, “intend” and “expect” and

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

made and information currently available to RHB and are subject to known and
unknown risks, uncertainties and other factors which may cause the actual results,
performance or achievement to be materially different from any future results,
performance or achievement, expressed or implied by such forward-looking
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
party content providers give no express or implied warranties, including, but not limited
to, any warranties of merchantability or fithess for a particular purpose or use. Third party
content providers shall not be liable for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs, expenses, legal fees,
or losses (including lost income or profits and opportunity costs) in connection with any
use of their content.

The research analysts responsible for the production of this report hereby certifies that
the views expressed herein accurately and exclusively reflect his or her personal views
and opinions about any and all of the issuers or securities analysed in this report and
were prepared independently and autonomously. The research analysts that authored
this report are precluded by RHB in all circumstances from trading in the securities or
other financial instruments referenced in the report, or from having an interest in the
company(ies) that they cover.

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
companies.

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
or the rules of the Financial Conduct Authority apply to a recipient, our obligations
owed to such recipient therein are unaffected. RHBIB has no obligation to update its
opinion or the information in this report.

Thailand

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
has disclosed the Corporate Governance Report of Thai Listed Companies made
pursuant to the policy of the Securities and Exchange Commission of Thailand. RHB
Securities (Thailand) PCL does not endorse, confirm nor certify the result of the Corporate
Governance Report of Thai Listed Companies.
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Indonesia

This report is issued and distributed in Indonesia by PT RHB Sekuritas Indonesia. This
research does not constitute an offering document and it should not be construed as
an offer of securities in Indonesia. Any securities offered or sold, directly or indirectly,
in Indonesia or to any Indonesian citizen or corporation (wherever located) or to any
Indonesian resident in a manner which constitutes a public offering under Indonesian
laws and regulations must comply with the prevailing Indonesian laws and regulations.

Singapore

This report is issued and distributed in Singapore by RHB Bank Berhad (Singapore
branch) which is a holder of a full bank licence and an exempt capital markets services
licence and financial adviser regulated by the Monetary Authority of Singapore. RHB
Bank Berhad (Singapore branch) may distribute reports produced by its respective
foreign entities, affiliates or other foreign research houses pursuant to an arrangement
under Regulation 32C of the Financial Advisers Regulations. Where the report is
distributed in Singapore to a person who is not an Accredited Investor, Expert Investor
or an Institutional Investor, RHB Bank Berhad (Singapore branch) accepts legal
responsibility for the contents of the report to such persons only to the extent required
by law. Singapore recipients should contact RHB Bank Berhad (Singapore branch) in
respect of any matter arising from or in connection with the report.

United States

This report was prepared by RHB is meant for distribution solely and directly to “major”
U.S. institutional investors as defined under, and pursuant to, the requirements of Rule
15a-6 under the U.S. Securities and Exchange Act of 1934, as amended (the
“Exchange Act”) via a registered U.S. broker-dealer as appointed by RHB from time to
time. Accordingly, any access to this report via Bursa Marketplace or any other
Electronic Services Provider is not intended for any party other than “major” US
institutional investors (via a registered U.S broker-dealer), nor shall be deemed as
solicitation by RHB in any manner. RHB is not registered as a broker-dealer in the
United States and currently has not appointed a U.S. broker-dealer. Additionally, RHB
does not offer brokerage services to U.S. persons. Any order for the purchase or sale
of all securities discussed herein must be placed with and through a registered U.S.
broker-dealer as appointed by RHB from time to time as required by the Exchange Act
Rule 15a-6. For avoidance of doubt, RHB reiterates that it has not appointed any U.S.
broker-dealer during the issuance of this report. This report is confidential and not
intended for distribution to, or use by, persons other than the recipient and its
employees, agents and advisors, as applicable. Additionally, where research is
distributed via Electronic Service Provider, the analysts whose names appear in this
report are not registered or qualified as research analysts in the United States and are
not associated persons of any registered U.S. broker-dealer as appointed by RHB
from time to time and therefore may not be subject to any applicable restrictions under
Financial Industry Regulatory Authority (“FINRA”) rules on communications with a
subject company, public appearances and personal trading. Investing in any non-U.S.
securities or related financial instruments discussed in this research report may
present certain risks. The securities of non-U.S. issuers may not be registered with, or
be subject to the regulations of, the U.S. Securities and Exchange Commission.
Information on non-U.S. securities or related financial instruments may be limited.
Foreign companies may not be subject to audit and reporting standards and regulatory
requirements comparable to those in the United States. The financial instruments
discussed in this report may not be suitable for all investors. Transactions in foreign
markets may be subject to regulations that differ from or offer less protection than
those in the United States.

DISCLOSURE OF CONFLICTS OF INTEREST

RHB Investment Bank Berhad, its subsidiaries (including its regional offices) and
associated companies, (“RHBIB Group”) form a diversified financial group,
undertaking various investment banking activities which include, amongst others,
underwriting, securities trading, market making and corporate finance advisory.

As a result of the same, in the ordinary course of its business, any member of the
RHBIB Group, may, from time to time, have business relationships with, hold any
positions in the securities and/or capital market products (including but not limited to
shares, warrants, and/or derivatives), trade or otherwise effect transactions for its own
account or the account of its customers or perform and/or solicit investment, advisory
or other services from any of the subject company(ies) covered in this research report.

While the RHBIB Group will ensure that there are sufficient information barriers and
internal controls in place where necessary, to prevent/manage any conflicts of interest
to ensure the independence of this report, investors should also be aware that such
conflict of interest may exist in view of the investment banking activities undertaken by
the RHBIB Group as mentioned above and should exercise their own judgement
before making any investment decisions.

In Singapore, investment research activities are conducted under RHB Bank Berhad
(Singapore branch), and the disclaimers above similarly apply.

Malaysia

Save as disclosed in the following link RHB Research conflict disclosures — December

2020 and to the best of our knowledge, RHBIB hereby declares that:

1. RHBIB does not have a financial interest in the securities or other capital market
products of the subject company(ies) covered in this report.

2. RHBIB is not a market maker in the securities or capital market products of the
subject company(ies) covered in this report.

3. None of RHBIB’s staff or associated person serve as a director or board member*
of the subject company(ies) covered in this report
*For the avoidance of doubt, the confirmation is only limited to the staff of research
department

4. RHBIB did not receive compensation for investment banking or corporate finance
services from the subject company in the past 12 months.

5. RHBIB did not receive compensation or benefit (including gift and special cost
arrangement e.g. company/issuer-sponsored and paid trip) in relation to the
production of this report.

Thailand

Save as disclosed in the following link RHB Research conflict disclosures — December

2020 and to the best of our knowledge, RHB Securities (Thailand) PCL hereby

declares that:

1. RHB Securities (Thailand) PCL does not have a financial interest in the securities
or other capital market products of the subject company(ies) covered in this report.

2. RHB Securities (Thailand) PCL is not a market maker in the securities or capital
market products of the subject company(ies) covered in this report.

3. None of RHB Securities (Thailand) PCL'’s staff or associated person serve as a
director or board member* of the subject company(ies) covered in this report

1. *For the avoidance of doubt, the confirmation is only limited to the staff of research
department

4. RHB Securities (Thailand) PCL did not receive compensation for investment
banking or corporate finance services from the subject company in the past 12
months.

5. RHB Securities (Thailand) PCL did not receive compensation or benefit (including
gift and special cost arrangement e.g. company/issuer-sponsored and paid trip) in
relation to the production of this report.

Indonesia

Save as disclosed in the following link RHB Research conflict disclosures — December
2020 and to the best of our knowledge, PT RHB Sekuritas Indonesia hereby declares
that:

1. PT RHB Sekuritas Indonesia and its investment analysts, does not have any
interest in the securities of the subject company(ies) covered in this report.

For the avoidance of doubt, interest in securities include the following:

a) Holding directly or indirectly, individually or jointly own/hold securities or
entitled for dividends, interest or proceeds from the sale or exercise of the
subject company’s securities covered in this report*;

b) Being bound by an agreement to purchase securities or has the right to
transfer the securities or has the right to pre subscribe the securities*.

c) Being bound or required to buy the remaining securities that are not
subscribed/placed out pursuant to an Initial Public Offering*.

d) Managing or jointly with other parties managing such parties as referred to in
(a), (b) or (c) above.

2. PT RHB Sekuritas Indonesia is not a market maker in the securities or capital
market products of the subject company(ies) covered in this report.

3. None of PT RHB Sekuritas Indonesia’s staff** or associated person serve as a
director or board member* of the subject company(ies) covered in this report.

4. PT RHB Sekuritas Indonesia did not receive compensation for investment banking
or corporate finance services from the subject company in the past 12 months.

5. PT RHB Sekuritas Indonesia** did not receive compensation or benefit (including
gift and special cost arrangement e.g. company/issuer-sponsored and paid trip) in
relation to the production of this report:

Notes:

*The overall disclosure is limited to information pertaining to PT RHB Sekuritas

Indonesia only.

**The disclosure is limited to Research staff of PT RHB Sekuritas Indonesia only.

Singapore

Save as disclosed in the following link RHB Research conflict disclosures — December

2020 and to the best of our knowledge, the Singapore Research department of RHB

Bank Berhad (Singapore branch) hereby declares that:

1. RHB Bank Berhad, its subsidiaries and/or associated companies do not make a
market in any issuer covered by the Singapore research analysts in this report.

2. RHB Bank Berhad, its subsidiaries and/or its associated companies and its
analysts do not have a financial interest (including a shareholding of 1% or more)
in the issuer covered by the Singapore research analysts in this report.

3. RHB Bank Berhad’s Singapore research staff or connected persons do not serve
on the board or trustee positions of the issuer covered by the Singapore research
analysts in this report.

4. RHB Bank Berhad, its subsidiaries and/or its associated companies do not have
and have not within the last 12 months had any corporate finance advisory
relationship with the issuer covered by the Singapore research analysts in this
report or any other relationship that may create a potential conflict of interest.

5. RHB Bank Berhad’'s Singapore research analysts, or person associated or
connected to it do not have any interest in the acquisition or disposal of, the
securities, specified securities based derivatives contracts or units in a collective
investment scheme covered by the Singapore research analysts in this report.

6. RHB Bank Berhad’s Singapore research analysts do not receive any
compensation or benefit in connection with the production of this research report
or recommendation on the issuer covered by the Singapore research analysts.

Analyst Certification

The analyst(s) who prepared this report, and their associates hereby, certify that:

(1) they do not have any financial interest in the securities or other capital market
products of the subject companies mentioned in this report, except for:

[ Analyst [ Company |
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(2) no part of his or her compensation was, is or will be directly or indirectly related to

the specific recommendations or views expressed in this report.
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