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Prudent management strategy

Established in 1970, Total Bangun Persada (TOTL |J; Not-rated) is a privately-owned
construction company listed in IDX. Despite its smaller size, TOTL’s share price has
outperformed the JCI and its competitors (see Figure 1), which we ascribe to the
company’s strong margins, new contracts, and dividend payout policy.

Resilient margin trend to continue

TOTL demonstrated resilient margin trends compared to its peers (TOTL's 2015 net
profit margin 8.4% vs. NRCA 5.5% vs. JKON 5% vs. ACST 3.1%; see Figure 2). We ascribe
the company’s strong margin to its implementation of direct contract strategy.
According to our latest conversation with the company, TOTL offers two types (direct
type and indirect type ) of services to customers. Under the direct contract, most of the
work is settled directly between the customer and subcontractors. Under the indirect
contract, TOTL acts as the intermediary. TOTL claimed that the direct contract bears
higher margins compared to the indirect one due to lower tax imposed on customers
which leads to direct gross profit recognizition to TOTL's revenue. Although the direct
contract portion contribution to its revenue remains below 50%, we expect increased
contribution, going forward. Considering higher direct contract’s growth compared to
an indirect one, we believe the company’s strong margin would continue its resilency
(see Figure 3).

Strong new contracts despite weak market backdrop

Almost all of TOTL's projects are related to property developments (apartments,
condominiums, offices, etc.; see Figure 4), comparable to SOE construction company’s
sizable exposure to the infrastructure developments (roads, bridges, power plants, etc.).
Having said that, we believe the twitch in property sector will affect TOTL's new
contract signings. We would like to reiterate our bearish stance on the property sector,
as we already highlighted in our recent report “2Q16 preview: Risk to the downside”.
However, TOTL's new contracts achievement in TH16 was resilient at IDR2,127bn (up
32.1% YoY vs. IDR1,325bn in 1H15; see Figure 5) despite weak marketing sales of
developers and oversupply conditions. We ascribe this to the company’s strong position
in the market, as c.70% of TOTL's new contract originated from non-tender process
(direct appointment). TOTL has IDR6.8tr contract value in the pipeline to be signed.
According to our latest discussions with the management, TOTL guided that they
expect to sign 40% of the IDR6.8tr by this year. Factoring in our conservative
assumption of signing 30%, 25% of contract value to be recognized next year as
revenue, and 5-year average net profit margin of 8.5%, we estimate TOTL would deliver
additional net profit of IDR43.2bn in 2017 (representing ¢.15.9% of market consensus
net profit estimates of IDR272.7bn in 2017, which we consider to be quite sizable).

FY (Dec) 12/10 12/11 12/12 12/13 12/14 12/15
Revenue (IDRbn) 15411 1,569.5 1,833.9 2,287.3 2,106.3 2,266.2
OP (IDRbn) 100.9 129.8 187.6 256.2 1157 723
OP Margin (%) 6.5 83 10.2 112 55 32
NP (IDRbn) 80.8 1248 175.7 1943 165.3 1914
EPS (IDR) 254 36.6 515 57.0 485 56.1
BPS (IDR) 163.8 185.7 193.2 2209 2247 2489
P/E (x) 101 7.8 175 8.8 231 110
ROE (%) 154 210 272 275 218 237

Note: All figures are based on consolidated data; OP refers to operating profit
Source: Bloomberg, Daewoo Securities Indonesia Research
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Attractive dividend play

We also would like to highlight the company’s unique utilization of leverage compared to its
peers. As of 2Q16, TOTL's net debt stood at -0.6x (vs. NRCA -0.27x vs. JKON 5.4x vs. ACST -0.2x;
see Figure 6). Over the last decade, the company maintained net cash position, which we judge to
be a conservative strategy implemented by the management (see Figure 7). Although such
position would cap TOTL’s growth rate during the bull cycle, we believe it would also act as a
safety net during unfavorable macro backdrop. Combining the company’s margin resilience,
strong new contract achievement, and low financing cost, we believe TOTL's rich dividend payout
will gain investor attention (see Figure 8). In the last five years, TOTL's dividend yield averaged
4.8%, which we think to be sizable compared to its competitors listed in the JCI (see Figure 9).

Figure 1. Private construction companies’ YTD price performance
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Figure 2. Builders’ net profit margin as of 2015

Figure 3. TOTL's strong direct contract growth

(%)

(IDRbn)

mDirect contract Revenue
9.0 84 5,000
8.0 74 4,500
~ 3]“/0
70 4,000 o Con\rac\ =3
dire
60 ) 55 3,500 GAGR
49 50 5 3,000
5.0 46
2,500
40 I
31 2,000
30 [ | .
1,500
20 1,000
10 500
0.0 L L L L L L L L L I I L
ACST WIKA ADHI JKON PTPP NRCA WSKT TOTL 2009 2010 2011 2012 2013 2014 2015 2016F
Source: Company data, Bloomberg, Daewoo Securities Research Source: Company data, Daewoo Securities Research

Daewoo Securities Research



September 19, 2016 Total Bangun Persada

Figure 4. TOTL’s 2Q16 revenue breakdown Figure 5. TOTL’s 1H new contract development
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Figure 6. Builders’ net debt position as of 2Q16 Figure 7. TOTL's net cash position in the last 10 years
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Figure 8. TOTL's dividend payout ratio in the last 10 years

Source: Company data, Bloomberg, Daewoo Securities Research

Figure 9. Builders’ dividend yield as of 2Q16
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APPENDIX 1

Important Disclosures & Disclaimers

Disclosures

As of the publication date, PT Daewoo Securities Indonesia, and/or its affiliates do not have any special interest with the subject company and do not own
1% or more of the subject company's shares outstanding.

Stock Ratings Industry Ratings

Buy Relative performance of 20% or greater Overweight Fundamentals are favorable or improving

Trading Buy Relative performance of 10% or greater, but with volatility =~ Neutral Fundamentals are steady without any material changes
Hold Relative performance of -10% and 10% Underweight ~ Fundamentals are unfavorable or worsening

Sell Relative performance of -10%

* Ratings and Target Price History (Share price (---), Target price (----), Not covered (=), Buy (4, Trading Buy (m), Hold (e), Sell (#)

* Our investment rating is a guide to the relative return of the stock versus the market over the next 12 months.

* Although it is not part of the official ratings at Daewoo Securities, we may call a trading opportunity in case there is a technical or short-term material
development.

* The target price was determined by the research analyst through valuation methods discussed in this report, in part based on the analyst’s estimate of
future earnings.

The achievement of the target price may be impeded by risks related to the subject securities and companies, as well as general market and economic
conditions.

Analyst Certification

The research analysts who prepared this report (the “Analysts”) are registered with the Indonesian jurisdiction and are subject to Indonesian securities
regulations. They are neither registered as research analysts in any other jurisdiction nor subject to the laws and regulations thereof. Opinions expressed in
this publication about the subject securities and companies accurately reflect the personal views of the Analysts primarily responsible for this report. Except
as otherwise specified herein, the Analysts have not received any compensation or any other benefits from the subject companies in the past 12 months and
have not been promised the same in connection with this report. No part of the compensation of the Analysts was, is, or will be directly or indirectly related
to the specific recommendations or views contained in this report but, like all employees of PT Daewoo Securities Indonesia, the Analysts receive
compensation that is impacted by overall firm profitability, which includes revenues from, among other business units, the institutional equities, investment
banking, proprietary trading and private client division. At the time of publication of this report, the Analysts do not know or have reason to know of any
actual, material conflict of interest of the Analyst or PT Daewoo Securities Indonesia except as otherwise stated herein.

Disclaimers

This report is published by PT Daewoo Securities Indonesia (“Daewoo”), a broker-dealer registered in the Republic of Indonesia and a member of the
Indonesia Exchange. Information and opinions contained herein have been compiled from sources believed to be reliable and in good faith, but such
information has not been independently verified and Daewoo makes no guarantee, representation or warranty, express or implied, as to the fairness,
accuracy, completeness or correctness of the information and opinions contained herein or of any translation into English from the Bahasa Indonesia. If this
report is an English translation of a report prepared in the Indonesian language, the original Indonesian language report may have been made available to
investors in advance of this report. Daewoo, its affiliates and their directors, officers, employees and agents do not accept any liability for any loss arising
from the use hereof. This report is for general information purposes only and it is not and should not be construed as an offer or a solicitation of an offer to
effect transactions in any securities or other financial instruments. The intended recipients of this report are sophisticated institutional investors who have
substantial knowledge of the local business environment, its common practices, laws and accounting principles and no person whose receipt or use of this
report would violate any laws and regulations or subject Daewoo and its affiliates to registration or licensing requirements in any jurisdiction should receive
or make any use hereof. Information and opinions contained herein are subject to change without notice and no part of this document may be copied or
reproduced in any manner or form or redistributed or published, in whole or in part, without the prior written consent of Daewoo. Daewoo, its affiliates and
their directors, officers, employees and agents may have long or short positions in any of the subject securities at any time and may make a purchase or sale,
or offer to make a purchase or sale, of any such securities or other financial instruments from time to time in the open market or otherwise, in each case
either as principals or agents. Daewoo and its affiliates may have had, or may be expecting to enter into, business relationships with the subject companies to
provide investment banking, market-making or other financial services as are permitted under applicable laws and regulations. The price and value of the
investments referred to in this report and the income from them may go down as well as up, and investors may realize losses on any investments. Past
performance is not a guide to future performance. Future returns are not guaranteed, and a loss of original capital may occur.
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Distribution

United Kingdom: This report is being distributed by Daewoo Securities (Europe) Ltd. in the United Kingdom only to (i) investment professionals falling within
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”), and (ii) high net worth companies and other
persons to whom it may lawfully be communicated, falling within Article 49(2)(A) to (E) of the Order (all such persons together being referred to as “Relevant
Persons”). This report is directed only at Relevant Persons. Any person who is not a Relevant Person should not act or rely on this report or any of its
contents.

United States: This report is distributed in the U.S. by Daewoo Securities (America) Inc., a member of FINRA/SIPC, and is only intended for major institutional
investors as defined in Rule 15a-6(b)(4) under the U.S. Securities Exchange Act of 1934. All U.S. persons that receive this document by their acceptance
thereof represent and warrant that they are a major institutional investor and have not received this report under any express or implied understanding that
they will direct commission income to Daewoo or its affiliates. Any U.S. recipient of this document wishing to effect a transaction in any securities discussed
herein should contact and place orders with Daewoo Securities (America) Inc., which accepts responsibility for the contents of this report in the U.S. The
securities described in this report may not have been registered under the U.S. Securities Act of 1933, as amended, and, in such case, may not be offered or
sold in the U.S. or to U.S. persons absent registration or an applicable exemption from the registration requirements.

Hong Kong: This document has been approved for distribution in Hong Kong by Daewoo Securities (Hong Kong) Ltd., which is regulated by the Hong Kong
Securities and Futures Commission. The contents of this report have not been reviewed by any regulatory authority in Hong Kong. This report is for
distribution only to professional investors within the meaning of Part | of Schedule 1 to the Securities and Futures Ordinance of Hong Kong (Cap. 571, Laws
of Hong Kong) and any rules made thereunder and may not be redistributed in whole or in part in Hong Kong to any person.

All Other Jurisdictions: Customers in all other countries who wish to effect a transaction in any securities referenced in this report should contact Daewoo or
its affiliates only if distribution to or use by such customer of this report would not violate applicable laws and regulations and not subject Daewoo and its
affiliates to any registration or licensing requirement within such jurisdiction.
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